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Expansion must equal expansion of production
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How created
1. Budget Deficit

Deficit financing - Printing, counterfeiting
2. Created Money - Bank credit _
3. Investment ofnnn-—existant resources //

Graham Hutton: "If you try to invest in new
capital equipment within & given period more
resources than your people are prepared
voluntarily, or can be compelled by the State,
to save from their current production, all
prices will get out of gear and inflation will
result.” (p.126)

II and III Plans

4. Investment in low return projects

e.g. Steel - 1 m. ton - Rs. 180 crores
Finished steel . 45 " n7paa.
Employment 8,000 men

cfs Engineering - M5.180 crores investment
= s, 200 crores prod<.v.2a.
Employment potential 100,000 men.
Fertilisera, insecticides, even better

5.. Unproductive expenditure - Army of clerks

BEstimates Committee - cut of K.1044 crores addi-
tional taxation for II Plan, only %.439 crores.

Excise Duties
EeBe Match box 3 + 3
Petrol



~ Kripelani : 'Pick-pocketing'

Keynes: "Debauching a currency seps foundations
| of society more subtly, swiftly and permanently
than any other conspiracy",

P.M. "A little inflation"
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REMEDY

Holding price line: nonsense
lot controls - only treating symptoms '

Hutton (P.12 111282 :

"The democratic State with a mixed economy is forced to
control and regulate private persons and businesses
progressively. It is forced, having unleashed inflation,
to cover up its effects. It tries to remove the symptoms
by new State controls, new regulations, and new laws
about the minutisé of personal and corporate life, rather
than to remove the disease. And thus democracy undoes
itself by creating an increasingly compulsive, restric-
tive buresucracy, upon which everyone and everything
increasingly come to depend for permits, nods and so-
ealled initietives. In the end democratic Parliaments
see their own freedom fanish with the value of the
currency, and a centralised buresucracy reigns. A
centralised State socialism comes about melare governments,
oppositions and citizenry - malgre even the Socialists,
for they would prefer to bring about their ideal economy
by a safer road." -

|"The fallacy that you can control inflation in a democracy
through bureaucratic controls over prices, production and
trade persists among us today. But only symptoms are
removed; the lady hes her double-chin removed by surgery,
only to discover it at the back of her neck. The State -
today or in jhwwkyx history - merely removes one symptom
and replaces it with another; favours a new class of
persons by inflation, while penalizing another; or, in
attempting to regulate social and economic life while
persisting with inflation, runs the machinery of demo-
cratic government, the currency itself, and the entirety
of social law and order headlong into catastrophe."

e.g. Punjab & H.P. Wheat - buy at Rs.14, sell at Rse17
; = no seen overheads
Punjab —— Sugar - buy at Bs.38, sell at fse43.

Corruption - Commission

B i '



i £ . al - encourage investment and production

i A by people
- III Plan production if productive forces liberated
' Division in Lok Sabha.
3



