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PUBLISHERS’ NOTE

This book is compiled from our four-volume Bapu —
A Unique Association which we had published earlier.
The need for a comprehensive selection focusing mainly
on economic issues was voiced in many quarters. The
views of men of vision like Mahatma Gandhi and Shri
G. D. Birla do have significance beyond mere contemporary
issues and immediate controversies. The relevance of
their views to our own disturbed times is the raison
d’étre for this volume.

Gandhiji’s economic views were informed by idealism
and GDB’s by pragmatism. Gandhiji had much of the pris-
tine simplicity in his approach to wealth. Like Aristotle,
he maintained that the necessities of life constitute true
wealth; and nothing .is wealth if it is not made for use.
When applied to an industrial society—which was a reality
even in Gandhiji’s times—this theory will be seen leading
easily to the concept of trusteeship. GDB the pragmatist
is as candid as he is astute. (That is why he was so close
to Gandhiji.) His dissenting note on the economics of
khadi reveals his business acumen as well as his personal
regard for Gandhiji.

“I wear khadi just for your satisfaction.....

“If I had your strength, I would, in addition ‘to what
you are doing, impose a levy on Manchester goods, besides
imposing a production tax of Rs. 20/- on mill-made coarse
cloth. This would ensure speedy popularization of khadi.
But you lack faith in legislative work and I lack your

strength.”



vi Towards Swadeshi

GDB’s emphasis on legislation here and elsewhere is
noteworthy because it is characteristic of what one may
term enlightened capitalism. Even as he appreciates the
economy of the free market he does not consider—a la
Hayek—that a national authority will be injurious. This
faith in legislation naturally leads to an appreciation of
planning on a national level. It is approaches like this
that make capitalism a progressive force. GDB is not only
practical; he is a man of vision, too.

Even on matters political and fiscal he shows him-
self to be an ardent patriot, motivated by a sense of
nationalism. The extremists might explain this away by
saying that even the national bourgeoisie had to be a
progressive force at a particular stage in history. But then
history is fact. Besides, current intellectual thought is
veering round to discover capitalism again as a progres-
sive force. For instance, Irving Kristol in his “Two Cheers
For Capitalism” discusses aspects of such ‘liberal capita-
lism.! GDB’s letters often seem to anticipate these aspects.

We believe that the issues raised and discussed in
these letters are of topical interest and of great relevance
to the problems of our own times.

The following extract from one of the many letters*
received from the readers of the source books speaks volu-
mes for the patriotism and idealism permeating the entire
range of correspondence between Gandhiji and GDB:

“T got from you the four volumes of Bapu by Shri
G. D. Birla and I got myself so engrossed in them
that for the last fortnight or so I went through them
word by word. I was simply exhilarated.

“How imperfectly and incorrectly we comprehend
events and personalities! Even for a person like me
who prides himself on keeping track of the course
of political history of Bharat for the last 40 years
and more, the name Ghanshyamdas Birla signified
only a typical member of the clan of money-spinners
who nibbled at politics merely by way of business

* From Shri Janardan Hari Damle, Advocate, P.O. Wani, Dist.
Yavatmal, Maharashtra.
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proposition. But how pathetically stupid my impres-
sion was, was, to my shame, brought out in bold re-
lief by going through the books. I can never forgive
myself for having entertained such a lurid opinion
about Shri Birla.

“Shri Birla appears to have been a fundamentalist
right from his early age and it is refreshing to see him
contend with revered Mahatma Gandhi on certain
issues. His clear vision and transparent honesty are
reflected everywhere in the correspondence. What
an amount of mental and physical energy besides
money he poured out in the service of our motherland!
But for the publication of the letters, very few people
might have known the very important role he played
at the critical stages of our history by being a sort of
liaison between Mahatma Gandhi and the British Gov-
ernment!”’

~ The title “Towards Swadeshi,” we thought, would bhe
a fitting one for a book so comprehensive and generic
and covering topics of such vital national interest during
our struggle for freedom like khadi, indigenous mill-made
cloth, boycott of foreign cloth, trade agreements favour-
able to India and fiscal autonomy.

There is also a deeper import to the title of the book
— something which we did not perceive in the beginning.
Yes. Implicit in it is the exhortation to find Indian solu-
tions to Indian problems.

A skilled surgeon before attempting to transplant an
organ onto a human body undertakes a series of intricate
and well-calculated measures such as tissue-matching.
Any transplant undertaken without these precautions is
bound to be infructuous as the transplanted organ would
be rejected by the host body. But alas! this aspect of tis-
sue-rejection, which is so evident in the human body, is not
taken into account by our economists and politicians who
are only keen on transplanting alien ideologies and eco-
nomic theories on the national body-politic. The result



viii Towards Swadeshi

invariably is that these alien transplants, undertaken with
a lot of unjustified hope and fanfare, prove infructuous.

Even after 30 years of freedom, our economic thinking
does not seem to have attained the clarity which it ought
to have by now. It would seem that our economic policy
is nothing but an olla-podrida of economic thinking pre-
valent in various countries of the world pursuing diverse
ideologies and having different social and cultural milieu.
If we are to truly emerge out of the morass of confused
economic thinking, we have to necessarily have a Swadeshi
approach to our economic problems. And this approach
can best be made by practical economists and industrialists
like G. D. Birla and J.R.D. Tata and a host of others, big
and small, whose patriotism is beyond reproach, whose
social-conscience has been enkindled and set aglow by
modern Indian renaissance, of which Mahatma Gandhi, the
Father of our Nation, was an authentic symbol. ] 1

We can win economic Swaraj only if we conduct the
movement for it on the same lines as Gandhiji did to win
political Swaraj, viz., harnessing the talents of all for the
greatest common good of Mother India.

We shall be happy if this small book gives an incen-

. tive in this direction, in the light of the proven fact of this

century that no “ism” by itself can be a panacea for all the

socio-economic ills. Each nation has to evolve plans and
programmes suited to its needs and genius.



PREFATORY NOTE

Mahatma Gandhi and Shri G. D. Birla exchanged a
number of letters expressing their respective points of
view on the place of khadi, hand-spun and hand-woven
cloth, in the country’s economy. The Mahatma, who often
spoke and wrote in rapturous language about the “music”
of the spinning wheel, had unshakeable faith in the potency
of khadi to galvanise the economy of India’s vast country-
side. As far back as October 1921, he wrote: “I feel con-
vinced that the revival of hand-spinning and hand-weav-
ing will make the largest contribution to the economic and
the moral regeneration of India.” He hoped that khadi
would become the means for the revival of all rural crafts.

Shri Birla respected the Mahatma’s convictions, but
had his own reservations about the economics of khadi.
“Abhout the khadi work,” he wrote to Gandhiji on October
11, 1927, “what I have always been apprehensive of is its
fate after you are gone.” In an earlier letter, he had
pointed out that in most varieties khadi was some ‘2% times
dearer than the mill-manufactured goods while in some
others the difference in prices was nearly six times.” “I
wear khadi,” he said, ‘“just for your satisfaction.”

Shri Birla told the Mahatma that, in addition to pro-
pagating the message of khadi, certain tariff and fiscal
measures were necessary to make the cloth widely popu-
lar. In his letter of October 11, 1927, he suggested: “If
I had your strength, I would, in addition to what you are
doing, impose a levy on Manchester goods, besides impos-
ing a production tax of Rs. 20 on mill-made coarse cloth.
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This would ensure speedy popularisation of khadi.”

As Shri Birla put it, the Mahatma had no ‘“faith in
legislative work,” but the Indian cotton mill industry was
convinced that only through appropriate legislation would
it be possible to stem the tide of cloth imports from Britain.
In 1927-28 Indian import of textiles was of the breath-
taking magnitude of 1,936 million yards, including 323 mil-
lion yards received from Japan. With a pertinacity that
was most disconcerting to the British Indian bureaucracy,
the Indian mill industry demanded tariff protection. The
first faltering step was taken in that direction by the ap-
pointment of the Tariff Board in 1926 under the chairman-
ship of Sir Frank Noyce. In the subsequent years the
statutory shelter to the industry was liberalised till it
proved an effective deterrent to unchecked textile imports.
With the outbreak of the Second World War, this measure,
however, became unnecessary.

The Mahatma and the magnate freely exchanged their
views on questions like Swadeshi and boycott of foreign
cloth. Enlightened and forward-looking Indians were
always overwhelmingly protectionist. They categorically
rejected the argument that protection penalised the consu-
mer and tended to undermine the vitality of indigenous
enterprise. The movement to encourage India-made goods
had gained some degree of popularity even before the In-
dian National Congress came into existence in 1885.

Sri Aurobindo’s maternal grandfather, Raj Narain
Bose, one of the makers of modern Bengal, was an ardent
preacher of the Swadeshi spirit. In Maharashtra, the
Sarvajanik Sabha was the pioneer organisation to spread
the message of self-reliance. As far back as 1875, the
Secretary of the Sabha, J. V. Joshi, proved with an array
of facts and statistics that Swadeshi was the “only means
for the salvation of India.”” The convulsive movement
that followed the partition of Bengal in 1905 gave a tre-
mendous countrywide impetus to the Swadeshi gospel. In
the same year the Indian Industrial Conference was
brought into existence to work in close co-operation with
the Congress.



Towards Swadeshi Xi

Shri Birla, who discussed the subject of boycott of
foreign cloth with a number of leaders besides Mahatma
Gandhi, told the latter in his letter of April 11, 1928, that
it was possible to draw up a boycott programme in co-ope-
ration with the mill-owners but it would not work. The
political leaders did not have the necessary sanctions to
ensure the industry’s co-operation, especially when mills
were not entirely Indian-owned. In another letter, he
pointed out that, while the boycott would certainly push
up the production and sale of khadi, “it is the mill cloth
that will sell more.”

The mills would also produce khadi-type of cloth and
would be able to sell it briskly on account of its cheapness.
The protagonists of the boycott movement could do noth-
ing about it. Writing to the Mahatma on April 28, 1930,
Shri Birla said: “If the boycott can be successfully imple-
mented by the efforts of the mill-owners only, khadi need
have no place in it. But I am convinced that the boycott
will be successful only through khadi.” In an earlier
letter, he had suggested that the best course would be to
accept financial help from the mill-owners provided no
strings were attached to such assistance.

The cotton mill industry was undoubtedly most inte-
rested in the Swadeshi and boycott movement. Sir Homi
Mody, Chairman of the Millowners Association, Bombay,
met the Mahatma in June 1931 in this connection when
he explained to the national leader how the Indian enter-
prise was forced to fight a desperate rearguard action
against foreign competition.

Writing in his paper Young India, the Mahatma ex-
plained his standpoint thus: “If I had my way, India
would be clothed in khadi to the exclusion of all other
cloth, even made in indigenous mills. Whilst India is un-
willing (there is no question of inability) to manufacture
all the khadi she needs, I should allow indigenous mill
cloth to supplement it.” The Mahatma favoured the
picketing of shops selling foreign cloth. Shri Birla entirely
agreed with this method of discouraging the sale of foreign
cloth. |
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Shri Birla had made it a point to discuss a wide variety
of subjects with Mahatma Gandhi. On August 8, 1937,
he addressed a detailed letter to the Mahatma on the trade
agreement concluded between India and Britain on August
20, 1932, at Ottawa, the capital of Canada. This Agree-
ment was supplemented by another on January 1, 1935.
Nationalist opinion in India was firmly opposed to the
system of imperial preference. The country’s subordinate
position militated against its negotiating any kind of agree-
ment with Britain on equal terms. As far back as 1903,
even the government of Lord Curzon, a high priest of Bri-
tish imperialism, had declared categorically that India de-
rived no advantage from the system of imperial preference.
The same view was expressed by the Indian Fiscal Com-
mission in even more forthright language. It pointed out
that Indian exports were not of a kind that would benefit
much from any scheme of preferences.

In matters of this kind India had, however, little
choice. The Indian delegation to the Ottawa Conference
was led by Sir Atul Chatterjee and included the Commerce
Member of the Government of India, Sir George Rainy.
The Agreement provided for the grant of a preference of
10 per cent on specified commodities (except motor vehi-
cles on which 74 per cent was granted) imported into
India from Britain. A similar concession was offered to
Indian goods entering Britain. In addition, free entry to
the British market was permitted to a certain small group
of Indian commodities. Both the Agreement and its Sup-
plement were resented in India since they were regarded
as making inroads into what little autonomy this country
had in the matter of regulating its fiscal policy and pro-
moting its economic development.

In the meantime, some of the Indian mill-owners con-
ceived the idea of initiating direct negotiations with Lan-
cashire in order to regulate the flow of British textiles into
the Indian market. The Chairman of the Millowners
Association, Bombay, Sir Homi Mody, who happened to
be in England in 1933, took the initiative in the matter.
Following his talks with the British textile interests, a
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textile mission from that country under the leadership of
Sir William Clare Lees, arrived in India in September of
that year. The visiting delegation conceded the need for
statutory protection for the Indian cotton mill industry.
The Indian side in its turn agreed that preferential treat-
ment should be given to British textiles imported into this
country. The Mody-Lees Pact of October 28, 1933, was not
acceptable to all sections of the Indian mill industry. In
his letter of November 10, 1934, to the Mahatma’s Secre-
tary, Mahadev Desai, Shri Birla presented his views on
the Pact.

Mahatma Gandhi laid great emphasis on fostering the
growth of hand, household and small-scale industries since,
as labour-intensive enterprises, they could provide em-
ployment to a large section of the population and thus
emancipate it from enforced idleness. Shri Birla agreed
with this point of view. Writing to the Mahatma on
July 22, 1932, he said: “I agree that as far as possible
production should take place in consumers’ cottages.”

There was, he said, every need for decentralised pro-
duction, but this goal could not be achieved without legis-
lation. He thought that the textile and sugar industries
would not object to the levy of a cess on them to finance
the production of cloth and sugar in the small-scale sector
provided the import of these articles was strictly control-
led.

Since independence, protection and preferential treat-
ment for cottage and small-scale industries have claimed
the magnitude of State policy. The Government of India’s
Industrial Policy statement of April 1948 declared that
these capital-light enterprises held an important place in
the national economy. The Planning Commission has also
laid stress on this fact. The specific measures envisaged
by it in this connection are: (a) reservation of spheres of
production; (b) non-expansion of the capacity of a large-
scale industry; (c) imposition of a cess on a large-scale
industry; (d) arrangement for the supply of raw materials
and (e) co-ordination for research, training etc.

In the case of the cotton textile industry, most of these
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suggestions have been implemented. An excise duty on
mill cloth has been imposed with effect from January 1,
1949. This impost existed during the British period from
the year 1896 in order to favour Lancashire but was abo-
lished in March 1926 following a persistent agitation by
the indigenous mill industry. A special cess was imposed
on mill cloth in 1953 to help the handlooms. To achieve
the same end, the weaving capacity in the organised mill
sector has been frozen.

Shri Birla wrote to Mahatma Gandhi about the labour
problem in his mills. In October 1929, he informed the
Mahatma that he had four mills and that the management
was doing its utmost to promote the welfare of the workers,
including the provision of living quarters for them.
“When you again visit Calcutta,” he wrote, “I intend to
take you round my mills.” The Mahatma, who knew the
working of the textile industry well, expressed to Shri
Birla in his letter of June 7, 1932, a desire to see how his
mills worked three shifts. In their correspondence, the
two exchanged their views on strikes and lock-outs.

Till the outbreak of the First World War there were
not many in this country who realised that the problem
of industrial labour could not be effectively solved unless
an institutional basis was given to its activities. A signi-
ficant step in this direction was taken in 1920 when the
All-India Trade Union Congress was founded.

In Ahmedabad, the second largest textile centre in In-
dia, Bombay being the first, the movement for the workers’
solidarity began three years earlier, that is, in 1917. Some
of the workers in that city went on a strike which event-
ually led to the formation of the Textile Labour Associa-
tion—a body that had the great good fortune of being
guided by Mahatma Gandhi for many years. The Royal
Commission on Labour, which reported in 1931, praised
the Ahmedabad organisation for winning “a substantial
measure of success.” Trade unionism in India has gained
in strength in recent decades but it is still essentially a
middle class movement.

Shri Birla, with his wide-ranging interests, was keen
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that the deliberations at the three Round Table Conferen-
ces in London on the constitutional set-up for India should
yield substantial results. The first session of the Confe-
rence began on November 12, 1930, and ended on January
19, 1931. The Congress boycotted the discussions. The
second Conference lasted from September 7, 1931 to
December 1, 1931. The presence of Mahatma Gandhi won
for the deliberations international interest, although the
outcome was a monumental zero.

Shri Birla, who was a member of the Round Table
Conference, naturally took a keen interest in the question
of the transfer of fiscal power to Indian control and ma-
nagement. In a detailed letter from London, dated Octo-
ber 31, 1931, written to Sir Tej Bahadur Sapru, the emi-
nent Liberal leader, Shri Birla gave his reactions to the
Report of the Federal Structure Committee which had
been set up by the Conference on September 22, 1931.
Shri Birla held that the control of the Finance Department
should be judged “by our control of the actual amount of
finance.” He feared there would be continual interference
by the Governor-General in the budgetary arrangements
unless there was a substantial reduction in military ex-
penditure and in the Debt charges.

Shri Birla wrote freely to Mahatma Gandhi on almost
every subject of public importance. On March 21, 1933,
he apprised the Mahatma of what he saw in a number of
Harijan quarters at Calcutta, in company with Dr.
B. C. Roy, and how frightful were the living conditions
there. Gandhiji often wrote about slums and much more
frequently about untouchability. He felt strongly about it
and on one occasion gave expression to his indignation in
these words: ‘It (untouchability) is, to my mind, a curse
that has come to us, and as long as that curse remains
with us, so long, I think, we are bound to consider that
every affliction in this sacred land is a proper punishment
for the indelible crime that we are committing.”

The Mahatma laid great stress on personal integrity
and on exemplariness on the part of institutions in the
management of their finances. An example of his stand
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in such matters is furnished in Shri Birla’s letter of
October 4, 1934, to Mahadev Desai and the latter’s reply
of October 9.

Mahatma Gandhi did not believe that control over
prices and distribution was a panacea for dealing with the
shortage of essential articles. He assumed that in a free
market the producer and disfributor would exercise great
restraint in the matter of prices while the consumer would
resist the temptation of hoarding.

Discipline of this kind is, however, a rare virtue. The
Mahatma was naturally much distressed during the Second
World War when the prices of foodgrains and other essen-
tial goods shot up. He heard bitter complaints by the
people against the grain merchants. In his letter of July
13, 1942, Shri Birla called the attention of Mahadev Desai
to this and said such evils could be overcome if there was
proper co-operation between the Government and respon-
sible merchants.
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