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Economists in both the developed and the underdeveloped world
today believe that the most capital-intensive techniques are also the
most efficient. This is not necessarily true. For one thing, the
efficient technique, defined as one resulting in minimum average cost,
is that which utilizes a technology commensurate with local rewards of
labour, machinery and other factors. In a low-wage economy, the
most efficient technique may be the labour-intensive one. Secondly,
capital-intensive techniques generally inflict heavy social costs on the
environment in terms of increased pollution. Unless the producer
compensates the victims of pollution — which is rarely done — such
social costs do not enter into the total-cost calculations. The true
average cost, therefore, exceeds the apparent one. Consequently the
capital-intensive techniques need not be the most efficient.

Prout calls for a balanced use of the five fundamental factors. No
single resource should be abused. Hence, social costs of
industrialization should be taken into account in industrial decisions.

The average cost calculations should include the cost of labour, a
normal return on capital, depreciation of assets, cost of other raw
materials, and any costs incurred in eliminating pollution, The price of
public-sector goods should be such as to cover all these costs.

The public industries should be run on the same basis as private
industries facing tough competition in a capitalistic economy. The
public-goods sector should be efficient, unlike the case in all countries
today. For this reason, the public sector should be operated by an
autonomous body responsible to state governments. Officers of these
bodies should be rewarded on the basis of their performance. Their
salaries should depend upon whether or not they eam normal rates of
return on investment. In industrial operati.ons they should be given a
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good deal of freedom of decision-making, They should be free to lay
off the lazy and incompetent workers. Just because it is a public
project does not mean that its workers should be permanently
employed regardless of their perfonnance,

In the wage-structure also, hard work and competence should be
rewarded, while niggardliness should be punished through demotions
and, if necessary, through loss of job. In short, as far as efficiency is
concerned, the public industries should be run on the same basis as
private industries facing competition. This is the only way to eliminate
waste and inefficiency that Plagues India's public sector today.

In addition to the production of intermediate products, the public
sector should also be responsible for industries with extremely heavy
capital requirements. This is generally true with transportation
including railways, airplanes, ships among others. The defense
related industries, needless to say, should be in the domain of the
public sector,

One can easily appreciate the significance of the role that Prout
assigns to the public sector. Key industries, to Sarkar, act as a
nucleus that nourishes the rest of the economy. It furnishes the state a
powerful tool to direct the allocation of resources into socially
desirable areas. For if the country is too poor to afford luxuries, all
the government has to do is to deprive them of the necessary raw
materials,

Note that Prout's public sector rejects the rigidity and corruption
found in the public sectors of communist or socialist countries.
Individual initiative within the management of key industries is to be
encouraged. Such enterprises are not to be run in the interests of state
leaders, as is the case in regimented socialist nations; rather they must
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be operated in the best interests of all. But they cannot be entrusted to
private producers who may take advantage of the rest of society. The
oil industry in the U.S. and elsewhere is a pointed example of how
private greed can blackmail the whole world.

A few countries during the 1970's monopolized the production of
crude oil which is the life-blood of the world economy. The oil
producing countries knew this and they kept raising prices. The
multinational oil companies also knew this and they readily joined in
this barbaric game, for their profits also rose to dizzying heights.
Who suffered? Everyone else! The underdeveloped countries, the
brethren of the oil producing nations, were the most wretched victims.
Hence the industrial raw materials, which are the nerve centers of an
economy, cannot be left to private companies.

The Cooperative Sector
While transportation, defense and goods used for further production
are to remain in the public domain, all final prodﬁcts should be
reserved for non-public sectors. Here Prout recommends a democratic
system of free enterprise, one in which everyone involved has a stake.

Because of technology, there are some consumption-goods
industries which are efficient only under large-scale production; they
employ a huge army of workers. Such industries should be owned
and operated by workers themselves. Prout, in other words, favours
what are usually called cooperatives or labour-managed firms. Here
the term "worker" covers all employees, including blue and white
collar workers.

Itis only under this cooperative system that free enterprise can
truly result. When workers themselves, through their elected



100 Prout and Economic Reform

representatives, are in charge of their destiny, then and then alone can
there be real freedom of thought and speech. When a capitalist, or a
majority shareholder, is the boss of a company, as is the case in
democratic countries, no worker dares to speak out against the
company's anti-social policies. Who is going to offend the boss for
the sake of society? Who is going to bell the cat?

Many private companies in America, Japan, Europe and India
have been found to be involved in bribery on international scale. But
none of their workers could blow the whistle on them. The Lockheed
scandal, the Boeing Company's bribes and countless other cases of
corruption constantly point to the fact that capitalist enterprises have to
be answerable to those who are the real producers. They must be
answerable to their workers. And the best way is to enable the )
workers to be masters of their own destiny.

The system of monopoly capital prevalent in democratic countries
is really a system of corporate serfdom. A serf is usually a farm-
worker attached to a farm. He has no rights of his own; he must work
on the farm and receive a subsistence wage. This kind of system
prevailed in Russia and the West during 500 years of feudalism [2,
chs. 5 and 6].

Whenever there is large-scale unemployment, the industrial
worker's status is no different from that of a serf. In India, this has
been true ever since the British took over, and Independence has made
no difference. In the West, barring the short period of post-war years,
there has been significant unemployment throughout the last three
centuries during which industrialization occurred at a rapid pace.
There were, of course, periods of boom when workers prospered, but
a year or two of their prosperity would be invariably followed by a
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recession and sometimes depression. With the threat of recessions
constantly dangling over their heads, few workers would choose to
move from one firm to another. Even though no worker was in theory
bound to any single firm, the reality was something else. Hence fora
long time in the industrial history of the West, the factory worker
could act no differently from the feudal serf. He was no lackey
attached to the firm, but his lack of economic power made him a
defacto slave.

Today the Western world is facing enormous debts; so is the Third
World. There is more economic uncertainty now than at anytime since
the Second-World War. The workers again are afraid of losing their
jobs. How can they move from one firm to another? Are they not
attached to their companies? Are they treated any better than the feudal
serf? Can they dare speak out against their boss if he has done
anything wrong? True, they are unionized today, and are somewhat
better off than the industrial worker of the 19th century. Well, the
serfs had also prospered during the heyday of feudalism. A
combination of improved technology and urbanization had greatly
improved their lot. But they were still called serfs, because their
landlords had flourished much more than they had. Today, while the
worker is slightly better off than before, the producer simply basks in
affluence. There are just too many similarities between farm workers
of the feudal age and industrial workers of today. In both cases,
property is owned or controlled by the few, and labour for them is
performed by the masses. It cannot, therefore, be refuted that
capitalism, especially monopoly capitalism, has been, for the most
part, a system of corporate serfdom.

How can capitalism then be called free enterprise? A stark
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minority of producers does indeed have all the freedom in the world,
but the huge majority of the working class has little say in industries
which flourish on its sweat and toil.

Let us look deep in today's factory system. The producer is free
to hire and fire a worker. Society allows him to own huge property,
which enables him to control the fate of many persons. When
business is good, the producer hires more workers; he pays them a
fraction of what he eams. The moment the business slackens, he lays
them off. He cares nothing for the starvation of the unemployed. He
quickly forgets that the same people had helped him make his millions
just a little while ago. They helped him when he needed them the
most; he shirks them when they need him the most. And all this,
because their society has been misguided into believing that ownership
of property is a fundamental human right.

The right to live, to speak and think freely, to settle anywhere in
the world is our birth right. But the right to property — what ethical
and moral sanction does it have? Who brings anything with him at
birth other than his body and brains? The universe was here before the
first human was bomn. He did not create it. How can then his progeny
own anything?

No one becomes ultra rich through honest work. The huge estates
that some people have inherited in our times could not have been built
by their fathers through honest means. Had their fathers not indulged
in illegal bootlegging and profiteering, had they not bilked the poor,
had they not cheated on their taxes, they could not have assembled
vast financial empires. They were able to escape the law through
wheeling and dealing. But should we allow their children the fruits of
their extortions?
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Prout favors the ownership of property not because it is a birth
right, but because it accords with human psychology. Everyone likes
to save something for the future. If a person accumulates wealth
through honest living and hard work, it is only fair that he should be
allowed to keep what he has assembled; he should also be allowed to
pass a part of it to his children. But not huge estates; because by
definition they must have been acquired through shoddy means.

For the sake of productive efficiency, therefore, the right to
property must be curbed, but not eliminated. The countries where this
right has been abolished are fine examples of diabolical tyranny.,
Russia is the ringleader among such countries. Of course, there, what
is not permitted to ordinary citizens is reserved for the party leaders.

It is becoming increasingly clear today that concentration of wealth
in the hands of a few people, or even nations, is injurious to the health
of society. Capitalism is an institution which fosters this
concentration, because vast sums of money in terms of profits are
distributed among a few shareholders. The cooperative management
of industries by elected representatives of workers will do away with
this evil. If factories are owned and managed by labourers, then
profits will be distributed among the masses. There can be no grave
income inequities in this system. Nor is there any need for the
government to introduce welfare schemes to eliminate extreme
inequities. Prout is not against profits, but against profiteering.
Actually profits are essential if industries are to remain solvent over
time, and if investment is to be increased for purposes of growth. But
the same profits left in the coffers of monopolists become engines of
social exploitation. The cooperative economic system, however, does
not permit this. Egalitarianism then becomes part and parcel of the
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system itself,

Employee-managed firms are not widespread, but they are being
tried in some parts of the world. Yugoslavia is a prime example of
their success. They can also be found in Britain, Germany, Australia
and even the U.S.A. They are, however, exceptions rather than the
rule,

It may be noted that the employee-managed firms are not the same
as profit-sharing capitalist firms. With the latter, management and
control of the firm still rests with major stockholders, whereas with the
former, the workers' representatives make all decisions. A labour-
managed firm may not be fully owned by the workers; but they do
own the majority interest; the rest may be owned by outside
shareholders.

The economic literature has lately paid attention to the working of
labour-managed firms., Ward [13], Domer [6], Vanek [11] and myself
[3] among others have analyzed the decision-making in cooperative
enterprises. As usual, among economists, as among intellectuals in
general, there is little agreement. The efficiency of labour-managed
firms versus capitalistic firms is in dispute. But one thing; is clear.
The world does not have to change drastically for the labour-managed
systems to emerge and operate successfully.

Some suggest that labour-managed enterprises will not be as
efficient as their capitalistic counterparts, while others argue to the
contrary. Still others argue that the cooperative economic sysitem will
be less prone to pressures of inflation and unemployment. While this
debate still goes on, some advantages of cooperative enterprises over
the capitalist ones are obvious,

First of all, the distribution of income will be more equitable than
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it is now. Second, workers will work harder when they know that
they will get a fair share of profits. This argument derives from ideas
supplied by apologists of unlimited private property. They argue that
property ownership contributes to our productivity. The same idea
applies to the widespread ownership of firms. Third, with more equal
distribution of income, crime and other social problems will recede.
At times of recession, for example, workers will not be laid off; rather,
they will accept lower working hours. The system, in short, will be
humanized.

Few empirical studies are available to compare the efficiency of
labour-managed economies with the capitalist or socialist economies.
But the one done by Balassa and Bertrand [1] conclusively points
towards the superiority of the self-managed system. This study found
that between 1953 and 1965, the total factor productivity in Yugoslavia
grew at a rate of at least 4.5% per year. Whereas the comparable
figures for the socialist economies of Bulgaria, Hungary, Poland and
Czechoslovakia were all 2.5%. Only Romania among soéialist
countries could match the Yugoslav performance. Among the
capitalist countries of Greece, Ireland, Norway, the rate of
productivity increase in the same period approximated 2.2%. Only
Spain did as well as Yugoslavia. The study focussed on these
countries because they were more or less at the same level of
development. On average the labour-managed Yugoslav economy,
with a relatively new and untried system, fared much better than the
long established systems of capitalist and socialist countries.

Granted that the large-scale factories producing consumer goods
should be run on a cooperative basis, there is a troublesome question
that must now be tackled. How can we translate the cooperative
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economic system into reality?

If some enterprising workers were to get together and with their
-meagre means establish some factories, they will be quickly
submerged by the torrent of giant capitalist firns. Even if the state
were to give generous loans to teams of workers willing to start their
own firms, they will have little chance of competing against well-
entrenched monopolies with their operations spread all over the world.
Before such multinational giants, operating in India and other
countries, even sovereign governments shﬁdder. |

The cooperative firms can become operational only if the state
becomes committed to their emergence and success. The Indian
government, at the local, state and federal levels, should adopt the
following policies.

1. The government should target one consumer-goods industry at
a time, buy 51% of its shares in the open market, and sell them at
subsidized rates to the employees of various firms. Of course, the
workers should not be permitted to resell subsidized shares in the
stock market. This way, the controlling interest in any company will
be in the handé of representatives of blue and white collar employees.
If a firm's owner refuses to sell his shares, the government can impose
a special tax on such owners, forcing them to sell the majority interest.

Consider, for instance, the automobile industry in India. The
govemment could buy 51% stake in various auto firms and then sell it
to the auto workers at discount prices. The workers' representatives in
turn will manage the company with or without the help of former
management teams. There will be no need for unions in such
companies because workers will be the owners themselves. Each

employee will be paid a need-based minimum wage, plus a share of
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the profit in proportion to his or her productivity. Hard work,
~innovation and intelligence will be rewarded with extra bonuses,
whereas laziness, dishonesty and inefficiency will be punished
through the loss of bonus, and ultimately the loss of job. In the case
of job loss, the company will, of course, buy back the worker’s shares
at the original exchange price. _

2. In healthy consumption-goods industries, the government
need only buy a majority stake. In unhealthy or sick units, such as
textiles and jute, the government can purchase outright the entire
factory at low cost from owners who will be only too glad to sell. In
the sick units, the government need not subsidize the sale of shares,
because their cost is low to begin with; but, the government may have
to lend money to the sick industries at subsidized rates to help them
modernize and purchase new machines, thereby enabling them to
stand on their own feet.

3. If the workers are too poor to pay for the shares, the
government could first lend them the shares, and then make monthly
or yearly deduction from each worker's bonus until the shares are paid
off.

This way, with the government's help and commitment, the
cooperative enterprise system can be established among consumer
goods industries. This system will be inherently productive, efficient
and egalitarian, because profits will be distributed among the masses,
workers will have the incentive to work hard or else be fired, and
unions will not be needed to protect workers' rights and salaries.

The Small-Scale Sector
The third step of Prout's economic pyramid is the small-scale sector,
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which is mainly the private sector, although in some cases goods and
services may be produced by small-scale cooperatives. Rrivate
initiative fosters economic efficiency and productivity; it should be
properly hamessed in the interest of social welfare. But it should not
be permitted unbridled expansion, lest it becomes an instrument of
exploitation. In recognition of these considerations, Prout encourages
private investment and ingenuity, but only in small-scale concems.

Firms 'which require small investment and hire very few workers
should be left to the private entrepreneurs. Here the organization of
the firm may be either individual proprietorship or partnership. And
when there are many active partners, the firm is similar to a small
cooperative. The definition of what is a small or a large firm should be
left to a policy planning body.

The private sector will mainly be engaged in trade and service
industries, for they do not require heavy start-up capital or complex
technology. Restaurants, grocery stores, tailoring, barber shops,
laundries, handicrafts, auto-repairing and the like will constitute this
sector. Private practices of physicians and lawyers will also come
under the small-scale category.

Because of the small size, the private sector will normally operate
under conditions of perfect competition. But still the state must make
sure that various groups do not combine to follow restrictive trade
practices. In the United States and some other countries including
West Germany and France among others, physicians have formed
- associations, and effectively controlled the supply of new physicians

by limiting the number of medical graduates from universities. As a
result, the medical profession enjoys one of the highest living
standards in these countries. Lawyers have done the same thing. This
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is nothing but profiteering. Clearly these practices violate our sense of
decency and faimess. Therefore, the state must ensure competition in

the private sector. Associations of various groups cannot be outlawed,
but they should not be allowed to interfere with educational

institutions.

Agriculture

Prout treats agriculture as one of the industries, and assigns it a very
important role. Ordinarily, agriculture should have been included
within the foregoing analysis of large-scale cooperatives and the small-
scale sector; but it has enough features of its own, and deserves a
separate treatment.

In most developed economies, agriculture is highly-mechanized
and absorbs between 10% to 30% of the population. In India and the
Third World this figure is as high as 80%, which is a mark of how far
these economies have to go. It is not surprising, therefore, that the
labour-productivity in India's agriculture is among the lowest in the
world. Yet, because of favourable climate and bountiful water
supplies, India's agricultural potential is next only to that of the United
States. Agriculture is also backward in many other underdeveloped
countries, and a great deal needs to be done. In its economic set-up,
therefore, Prout assigns agriculture a vital role.

While reducing the proportion of population relying on
agriculture, it is not necessary to move people from rural to urban
areas. Such movement in the past has caused unprecedented, but
avoidable, problems. Urban congestion and pollution, skyrocketing
prices of houses, transportation bottlenecks, etc. in many
underdeveloped countries could have all been avoided if small-scale,
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agri-based industries had been established in villages. Such industries
should be built around crops available in a specific area. For instance,
sugar producing enterprises should be established in an area producing
sugar cane, paper industry near a forested area, and so on.

For the efficient production of crops, ceilings on land holding
should be fixed at both the minimum and maximum levels, taking into
account the area's fertility, availability of water for irrigation and other
aspects determining land's productivity. Such ceilings can be obtained
from my general formula for wealth limits presented earlier. The
maximum farm income, as with individual income in general, should
not exceed the maximum wage. That is to say, in India, those who
toil should be allowed to own farm land to the extent that they earn no
more than 10,000 rupees per month at current prices. Those who do
not toil and must lease their land to farm workers cannot be allowed to
own more land than that yielding income in excess of the minimum
wage. In other words, an absentee landlord in India should be
allowed to own that much land as currently yields a monthly income
not exceeding 1,000 rupees. This way minimum and maximum
ceilings on farm land can be computed from my formula,

Those owning the maximum allowable amount of land should be
given the option of private or cooperative farming: but those with
smaller land holdings should be encouraged to form agricultural
cooperatives so that mechanization and large-scale farming can be
introduced. The farmers will then not only get a wage for their labour
but also a share of profits.

Apart from private and cooperative farming, there should be
producers’ cooperatives which will be responsible for the sale of
crops, procurement of developed seeds, fertilizers, farm machinery,
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irrigation and other services vital for agricultural production. They
would also provide loans at times of need, and purchase crop
insurance, so that their members are not vulnerable to unforeseen crop
failures caused by natural disasters.

Indian agriculture has been in the doldrums for a long time, in
spite of many and varied attempts to revitalize it. The strategy of the
Green Revolution was lauded as the solution to the nation's food
problem, but this hope has evaporated as thoroughly as the few drops
of rain on drought-stricken fields. After twenty years of high
technology agricultural inputs, India has still failed to solve its number
one problem: feeding its teeming millions.

In recent years, this problem has grown more acute with the
tremendous growth of population, expected to swell to 2,000 million
by the turn of the century. According to Professor V.K.R.V. Rao,
India requires a minimum agricultural growth rate of 4 percent to meet
its basic food requirements in the coming years; but the rate of
agricultural growth between 1950 and 1985 has been only 2.5 percent.
How can the country increase its agricultural production in the shortest
possible time to keep pace with its rapidly growing population and the
mounting demand for food? This is the bimﬁng question of the hour.

For the past twenty years the answer secemed to be the Green
Revolution, a U.S.-sponsored technological package for agricultural
development which was enthusiastically accepted by development
planners and farmers alike as a lasting solution to the perennial
problems of rural poverty and hunger. But the high-yielding varieties
of seeds the Green Revolution promoted can do their job only when"
they receive massive doses of pesticides, fertilizer, irrigation water and
advanced farming techniques — which call for capital investments
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beyond the means of small farmers, Thus, far from alleviating
poverty, the Green Revolution has actually increased it, and instead of
bridging the gap between the rural rich and poor, it has widened it. At
present, the average disparity in rural incomes between large and small
farmers is 20 to 1.

All studies and statistics reveal the increasing pauperisation of the
rural masses, as indebted small farmers sell out to large landowners,
and swell the ranks of the landless labourers In the past twenty years
all Indian states, without exceptlon have experienced a massive
increase in the percentage of rural people living below the poverty line,
ranging anywhere from 50% to 85% . In the holy 1and of the Green
Revolution, Punjab and Haryana, the percentage of rural poor has
nearly quadrupled!

The Green Revolution has not only accentuated rural inequality but
is steadily destroying soil and water as well. The Director General of
the Indian Council pf Agricultural Research has wamed that the entire
area of Punjab and Haryana will turn into desert if the underground
water sources continue to be over-exploited by the highly intensive
agriculture practiced there. l}dysten’ous blights are spreading as crops
are weakened by gigantic doses of chemical fertilizer, and .
indiscriminate use of chemical pesticides has caused new pests to
breed out of control, as they did in Andhra Pradesh and destroyed
almost the entire cotton crop.

No, the Green Revolution is obviously not the answer, and the
early enthusiasm has been transformed to bitter disillusionment. A
new strategy‘is necessary — one that does not depend on expensive and

unecological inputs but rather maximally utilizes India's natural
resources,
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This strategy is part of the overall programme of Prout to ensure
prosperity for all the people of India by the year 2000. Proper
utilization of agricultural land is the key. A study done by the United
Nations' Food and Agricultural Organization in 1983 revealed that by
the year 2000, if India's lands are managed properly, they could feed a
population of 2000 million _ twice the projected population for that
year. Yet at present the utilization of land in India is miserably poor,
and its labour productivity dismal compared to other countries, largely
due to inefficient patterns of land use. '

The increasing pressure of population in recent years has reduced
the average size of land holding to less than two hectares — and these,
too, are so fragmented that in certain parts of the country the plots are
toa small to use even an ordinary plough. Furthermore, the insecurity
of the tenants and the absence of proper incentives for the poor farmers
and landless labourers have resulted in abysmally low productivity.

These problems can be solved by establishing a comprehensive
system of producers' and consumers' cooperatives that will unleash
the full potential of the land and its people. Scattered, uneconomic
holdings can then be consolidated under cooperative management,
with collective investment on improved implements, seeds, and
irrigation facilities. The producers' cooperatives, however, rather than
imposed forcibly, should develop gradually out of the collective labour
and wisdom of a community. In the first phase, only uneconomic
landholdings should be taken over by cooperative management for the
benefit of the owners. Over time, as the increased profit and
productivity of the participants become obvious to all, and as, through
proper education, people learn to think for collective welfare rather
than for self interest, all farmers will be requested to join the
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cooperative system. Consumers' cooperatives that eliminate the
middlemen will remove the evils of speculation by commodity
brokers, and distress sales of produce at low prices by desperate
farmers.

India ranks first among the countries of the world in irrigation
potential: what is needed now is full utilization of that potential — not
through huge, high-technology projects that hardly benefit small
farmers — but through small-scale irrigation works that involve the full
participation of the farmers' cooperatives. Good water-management
techniques must be adopted throughout the country, for currently 76
percent of India’s irrigated lands are underutilized due to waterlogging
and salinity. The farmer must employ water and soil conservation
methods, such as trickle-drip irrigation, and the maximum use of
ponds and tanks in the traditional Indian pattern, to avoid digging too
many tube-wells which drain the water table and precipitate drought.
Instead of the indiscriminate use of chemical pesticides, the farmer
must use integrated pest control not by vainly trying to wipe out
pests by drenching them with poison, but by keeping their number at
tolerable levels through natural restraints such as mixed planting, and
the introduction of predators.

There is no shortage of scientific and technological solutions to
India’s agricultural problems: mixed cropping and intercropping to
increase yields, the use of organic manure instead of expensive
chemical fertilizers that further degrade the soil, and the development
of disease-resistant, drought-resistant plants through genetic
engineering. The real challenge is to create a vibrant socio-economic
environment that allows the farmers to pool their resources so that ail
can afford the methods of improving their yields — an economic
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climate that releases not only the resource potential of soil, water and
plants, but the human potential of the millions of farmers who are now
stagnating in poverty and despair. If Israel can metamorphose dry
deserts into blooming gardens through its cooperative system, why
not India?

If India’s people go hungry, it is not because of their numbers, but
becauée of the mismanagement of the country's-natural and human
resources. The recent drought has exposed the limitations of India's
two-decade old agricultural strategy, suggesting that a radical revamp
of the entire system is needed. If agriculture is restructured in ways
suggested by Prout it will lead to a revolutionary rise in productivity.

Health and Education

Education and health constitute the final two steps of Prout's economic
pyramid. A sound economy rests on a system of sound education:
and health. That is why in Proutist set-up education and medicare will
be provided to everyone free of charge. Private education and health
care will be free to exist, but they will have to compete with their
public counterparts.

Public education, at all levels, should be administered by
autonomous bodies free of any political or other interference. The
quality of education depends on the quality of teachers, on their
scholarship, dedication, honesty and integrity. That is why society
should respect its teachers and provide them an above-average wage.
Teachers, on their part, must teach their students by setting an
example; that is, they should practice what they preach. The students
sﬁéuld be encouraged to attend annual camps in the rural areas.
Students are by nature idealistic, and annual visits to poverty-stricken
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villages will fire up their idealism. They might want to serve the
villagers who desperately need help. It will do both villagers and
students tremendous good. While the rural areas will prosper, the
students will become humble and broad-minded.

Free education to all at all levels will open up equal opportunity for
material and intellectual advancement to everybody. No one, because
of his wealth, will get an advantage over others .in this regard.
Furthermore, educational opportunities to all will increase the pool of
talented technicians, scientists, economists and scholars among others.
There will be more scope for new research and inventions, And
society will be able to achieve maximum utilization of its intellectual or
supramundane resources.

With education, health care should also be free. The government
should open free clinics and hospitals all over the country. One reason
why people accumulate wealth is the uncertainty of future health,
especially health in old age. In many democratic countries, medicare
has become so expensive that one critical illness can wipe out a
person’s life-time savings. No one should be exposed to such risks
and worries.

Physicians should be encouraged to work in state health-care
institutions, but they should be free to run their own practices.
However, medicare is one field where laws of supply and demand do
not work properly, if at all. The patient has little bargainihg\ power
with his doctor as far as the latter's fees are concerned: Hence, the

-government should regulate these fees; and, of course, they should be
S0 determined that the physician's income does not exceed the
maximum wage. This applies to all specialities in medicine including
general practitioners, surgeons, and so on.
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Allocation of Resources

What determines-the allocation of resources in the Proutist economy?
This question, of intrinsic interest in itself, must be raised and ‘
answered, if only to see how Prout's economic system compares with
modern capitalist and communist economies. _

Let us consider capitalism first. Under capitalism, the consumer is
supposed to be the sovereign, and the producer is supposed to utilize
resources in such a way that the consumer needs are satisfied in the
most efficient manner. All this, economists contend, happens through
the media of market demand and supply. First consumer tastes are
reflected in demands for various products. The producers meet these
demands by hiring various resources at pn'ceé determined in factor
markets. Naturally, it is in the interest of profit secking producers to
use technology and factors that minimize the average cost of
production. The competition among producers ensures that the
consumer needs are satisfied at the lowest possible price
approximating the lowest aiverage ‘cost. Thus, the consumer is
sovereign under capitalism. He determines what the capitalist will
produce. All this occurs through the operation of markets where the
consumer preéems his demands to which the producer adjusts his
supply. 'In other words, the consumer determines the allocation of
resources under capitalism.

The story presented above is the best face of capitalism. Critics
contend that such an idealized version of capitalism prevails only in the
textbooks of the apologists of capitalism,’ but not in reality. The reality
is not one of competition among many producers, but of market-
sharing and collusion among a few oligopolistic producers enjoying
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certain degree of monopoly power. In this set-up, a small number of
producers is involved in supplying the needs of an industry. After
determining their supplies, the producers act to influence consumer
demand through extensive campaigns of advertisement. Therefore,
instead of the supplies adjusting to consumer demands, as is supposed
to occur in the ideal competitive setting, it is the consumer demand that
has to adjust to supply. The consumer sovereignty is, therefore, a
myth. It is the producer who under modem-day capitalism mostly
determines. consumer needs through the glitter of television
advertising,

Resource allocation under capitalism is no longer, if ever,
determined by the consumer's need, but by private greed. Resources
move not towards products reflecting urgent wants but towards those
with highest rates of return on investment. This invariably means that
investments are attracted by industries with the highest degree of
monopoly power. As a result, oligopolistic industries expand at the
expense of other sectors. The productive inefficiency of oligopolies is
already well-known. Hence, the most inefficient sectors of the
économy expand at the expense of the competitive sectors which
usually satisfy the most urgent needs. Thus, it is monopoly power or
capitalistic greed that determines the allocation of resources under
capitalism today. In a word, the system is inefficient, pure and
simple.

When we come 10 the communist economies, the situation is even
worse. Under capitalism, the consumer does not have much say in the
allocation of resources, but he has some say. The producer does
influence the consumer wants by means of advertisement, but at times,
despite all his persuasion, he may not be able to sell all his output at
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the desired price. In that case, he has to lower price to attract more
buyers. Therefore, even today there is some degree of flexibility in
capitalist economies. The famed law of supply and demand still
works, although the consumer demands are no longer independent of
the actions of suppliers.

Under communism, however, there is not even this bit of
flexibility. The allocation of resources there is decided by a few
political leaders who are interested more in aggrandizement of the state
than in social welfare. As a result, the state devotes a considerable
proportion of resources to military goods (and hence capital goods), so
that consumer needs get slighted by economic planners. The supply of
consumption goods remains limited, and consumer demands have to
fully adjust to constrained supplies.

Moreover the communist states of Russia and China, among
others, regulate their economies at all levels. All important economic
decisions are made by a central planning body, which is far removed
from local conditions so relevant to efficiency of plants and factories.
All factories, except a few industrial cooperatives inirolving
handicrafts, are owned by the state. Each factory is headed by a
government-appointed manager who is judged by how well he meets
the production target set by the planner. If, for instance, the manager
faces the target of producing 10,000 shoes a year, then his promotion
depends on whether he meets or exceeds this target, and not
necessarily on the quality of production. And since the consumer has
to make do with whatever is supplied by the state, the factory manager
cares little for craftsmanship. It should not, therefore, come as a
surprise to find the manager in the Soviet Union producing 20,000
shoes of the same foot. No wonder then, even Russia and China are
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now beginning to abandon their economic systems.

When even the minor day-to-day economic decisions are made by
a central body, then the efficiency of production must suffer, no matter
how carefully the planning is done. Hence the command economies
of communist countries are even more inefficient than private capitalist
eccnomies. With both, the economic power is centralized — under
communism in a planning body, under capitalism in a few rich
persons. And it is this centralization which ultimately neglects the
fulfillment of urgent human needs.

The Proutist economy is, however, need-oriented. There the
allocation of resources is determined neither by the profit motive, nor
by state aggrandizement, but by the urgency of human requirements.
Prout has opted for a decentralized economy in which economic power
is concentrated neither in the state nor in a small aristocracy. The state
is to intervene in only those markets which, when left to private
producers, are subject to abuse. Thus, no raw materials vital to the
functioning of society are to be produced in non-public sectors. -

There are two types of factors needed in the process of
production. Inputs such as land, labour and capital are called primary
factors, whereas raw materials, which are inputs produced for further
production, are usually classified as non-primary factors. It is the
latter type of factors of which the production should be reserved for
‘the public sector. The question of the extent to which the current stock
of primary factors should be allocated to the production of non.
primary factors will be determined by a policy planning body. This
body will assess the needs of consumption goods in the economy, and
draw upon available resources accordingly.

It is only logical that necessary goods should have the first claim
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on society's scarce resources. Such consumption goods as are to be
produced in the cooperative and private sector should be given priority
in allocating the primary factors and the non-primary factors supplied
by the state. The second priority should be given to capital goods,
which are essential for an adequate rate of growth. In an extremely
underdeveloped economy, all the remaining primary and non-primary
inputs, after minimum necessities have been produced, ought to be
allocated to the production of machines. Nothing should be invested
in luxuries, which will be defined by the planning body. In a
developed economy, of course, the remaining inputs should be
devoted to the production of capital goods as well as luxuries.

Capital goods may be produced in the public or the cooperative
sector, depending on the investment requirement and complexity of
technology. Light engineering goods may be reserved for the
cooperative sectors, but heavy machinery such as transformers,
cranes, tractors, etc. may be produced in the public sector. Such
division among capital goods will also depend upon the country's level
of tectimlogy and development. But in no case should the public and
the non-public sectors overlap.

The role of the private or the small-scale sector should be
complementary to the public and the cooperative sectors. Wherever
large-scale firms are established, the small-scale firms should also be
encouraged to supply spare-parts and the repairs. Similarly productive
operations within an industry should also be separated. This will
ensure further decentralization of economy. Take, for instance, the
textile industry where usually cloth and yam are produced in the same
factory. However, Prout would split the textile operations into two
units. Yarn, the raw material for cloth, could be produced in a large-
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scale firm, but cloth could be produced either by large-scale
cooperatives or by smaller economic units. Each weaver could weave
cloth with the help of a modem loom in his own home. This is how
small-scale industry should complement the large-scale concems, and
conversely.

In addition to the management of factories by workers, Prout's
policy of decentralization calls for establishing self-sufficient pockets
of those industries which produce essential commodities such as food
and clothing. The objective is to ensure a steady supply of necessities
to all parts of a country and eventually to all parts of the world. With
such a dispersal of industry, no area would be vulnerable to natural
catastrophes,

Prout advocates minimum state intervention in the economy.
Except for essential raw materials such as energy, etc., the
government's main function should be to ensure competition within
industries, so that the laws of demand and supply work freely.
Wherever an economic unit has little bargaining power, the
government should step in. Otherwise, it should keepits hands off the
economy. Thus, for instance, patients are at the mercy of doctors; so
the physician's fees should be tightly regulated. Similarly, the
physical worker, though indispensable to society, always seems to be
in abundant supply. He may, therefore, command wages below the
society's minimum requirements of food, housing, clothing, education
and health care. Here, again, the state should step in and decree a
minimum wage. In most other markets, the government need not
intervene, because the cooperative economic system is not subject to
manipulation by private citizens. It is a democratic set-up, and the
worker's democracy will ensure that no one becomes powerful enough
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to exercise unusual economic power.

In Prout's decentralized economy, the consumer is sovereign.
Economic planning is there, but its role is not to shape consumer
preferences and tastes. It is only to see that no one places undue
constraints on the supply side. Once the economy is developed,
markets for consumption goods will freely function to meet at least the
essential needs of all. As every worker is guaranteed a wage
providing minimum purchasing power at current prices, the co-
operative firms and private concerns will produce goods and services
to meet the needs of all workers. The public sector will also be geared
to these needs, for autonomous bodies accountable to the government
will produce raw materials only to satisfy the requirements of the non-
public sector for non-primary factors. Hence, once the government
ensures competition among firms within an industry and fixes a proper
minimum wage, the allocation of resources at any moment of time will
be guided by human needs through the media of demand and supply.
The allocation will be efficient in the sense that it will satisfy essential
requirements of all, generate an equitable distribution of income
wherein profits are distributed among workers; it will ensure consumer
sovereignty. This is what socialism really is. Prout will, thus,
abolish most of the economic evils of the present-day capitalist and
communist economies.

The Quality of Environment

Since the 1960s, there has been a growing debate in economically
developed countries about the quality of life, about the environment in
which we live and breathe, about the erosion of subtle values caused
by super-materialism. By itself, this is a remarkable development in a
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world where the gross national product, the sum total of all economic
activity, is considered the main index of social happiness, regardless
of whether the goods produced cater to the urgent needs of each and
every citizen. The view that money cannot solve all problems or bring
happiness and contentment is slowly emerging in societies which are
overwhelmingly materialistic.

What is the cause? The unprecedented environmental pollution
and degradation so visible in all directions! The side-effects of science
and technology, thus far hidden from the naked eye, have abruptly
come to the surface, and with a ferocity that just cannot be ignored.
No longer can we ignore -automobile fumes, noxious doses of
chemicals in urban air, congestion on the roads, rivers that spew fire
or vomit dead fish, oil-slicks that destroy beaches, smog that
suffocates our lun“g%‘and spirits, airplanes that deafen our ears, nuclear
plants and wastes that yield deadly radiation. Nor can we ignore the
growing health problems ranging from heart ailments, to respiratofy
diseases, to deformed babies, to cancer. These are the harmful
emissions of our so called progress.

Pollution of the environment is not partial to any country or
ideology. Communist nations are afflicted as much by it as the
capitalist nations. Nor have the underdeveloped countries been
spared, although there the pollution springs from poverty not
affluence. Environmental degradation is not a capitalistic disease, but
a disease of unbridled materialism.

While there is general agreement today about the gravity of our
sickly environment, there is less agreement among scholars about its
causes, and its cures. There is a widespread myth that industry is the
main culprit; however, modern-day, mechanized agriculture is no less
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culpable in this regard. Our first task, then, is to identify major
sources of pollution.

First of all, there are the obvious contaminants — factories, which
discharge poisonous chemicals in rivers and lakes, and pump millions
of tons of pollutants into the air. Secondly, there are the consumers
who use acidic detergents that eventually mix in water, and
automobiles that poison the air. Finally, there are billions of tons of
solid wastes, generated by businesses and consumers alike, for which
dumping grounds must be found for storage. Many of these solids
find their way into drinking water through the sewage system.

Given that life itself creates pollution, why does society not do
anything about it? Various institutions and mores are responsible for it
in various countries.

In a capitalist society, the main cause of pollution is the institution
of private property and the attending profit motive. Here, the sole
concern of businesses, large or small, is with maximum profits.
Whether their discharge of chemicals into streams is going to
contaminate drinking water or foul up the air or impair public health is
none of their concern. It is not for me to document polluting actions
by private industries all over the world. The evidence in this regard is
just overwhelming. And the nuclear plant accident at the Three Mile
Island in the United States is just the latest example of how tar private
greed will go to disregard public well-being. There is increasing
evidence that the nuclear power plant in question was unsafe to begin
with, but the electric utility responsible for it put it into operation to
obtain some tax benefits. And this is not an isolated example, but a
general pattern with capitalist firms. ,

In a competitive capitalist world the existence of pollution is an
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anomaly hard to explain. The capitalist System is supposed to solve all
its problems by itself through the working of Adam Smith's "invisible
hand" of the market. Apologists of capitalism now admit that with
pollution at least, the market mechanism does not seem to provide
enough safeguards. Their explanation is this. The producer
economizes in the use of all scarce resources, because he has to pay a
price for them. But water and air are public property and hence free.
Their use and exploitation cost nothing. Therefore, the producer uses
these resources excessively and contaminates them in the process of
production. Economists describe such social costs that do not enter
into private calculations as externalities or external diseconomies.
They maintain that such diseconomies are relatively unimportant and
can be taken care of without much problem.

So obsessed are the proponents of capitalism with the concept of
private property that, in order to solve the problem of pollution, they
would divide air and water into private domains as well, Once air and
water are converted into private property, people could buy them or
sell them in the market. Then there will be competition between those
who wish to use them for pollution and those who wish to use them
for living and breathing. The producer will then have to pay for his
right to pollute; it will enter into his cost calculations, and his very
profit motive will induce him to economize on the use of air and water
for pollution.

To defenders of capitalism, private property is so sacrosanct that
they do not care how ridiculous their solutions look. Since the
problem arises because some property is public and some private, their
solution is to make all resources privately owned. It hardly matters if
air and water cannot by nature be divided. What if the competitive
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owner of air and water over a certain area become a monopolist one
day? Breathing could then become very expensive. Our right to
breathe and drink water will then depend on our income.

Another solution, not as ridiculous as the one presented above, is
that the government should tax the polluter for pollution damage, or
subsidize him for his non-polluting agreement.

In a profit-oriented system, none of these solutions will work.
The reason is that non-pollution benefits the entire society; but it does
not raise private profit. So why should a business bother about
evading pollution? Moreover, under monopoly capitalism, costs of
pollution arising from the tax can be easily passed on to consumers.
The consumer will then suffer a double bite: higher prices along with
unchanged pollution. Finally, the government is controlled by
businesses. Who is then going to enforce the tax?

Let us now analyze the environmental degradation in centrally
planned economies of communist countries. There is no question of
capitalistic greed there, although the state greed remains. Surely the
planner, planning for a whole society, must take into account pollution
damage in his cost calculations of various projects. But he did not,
and does not. For every lake polluted in the United States, you can
find another in the U.S.S.R. For every beach blackened by oil-slick
in America, you can find one in Russia. For every dose of nuclear
radiation in the West, you can find one in the East. The problems of
pollution are as staggering in communist countries, as in capitalist
nations. The nuclear plant|accident at Chemnobyl was among the
deadliest on record.

Some of the reasons flr pollution in Russia are the same as

elsewhere. A Soviet enterprise also pays only for labour, equipment
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and raw-material costs, but not for social costs arising from
contaminated water and air, Non-material resources in Russia have
also been treated as free, Production there is not guided by profit
motive, but by the motive of state aggrandizement. Hence, the result
is the same. Social welfare matters as little there as in capitalist
economies. Moreover, state officials in Russia are rewarded mainly
by their region's rate of economic growth. The government officials,
therefore, favour growth and industrialization at all cost, They do not
invest in pollution control which only diverts resources from’ the
production of goods, and could thus lead to lower growth. As long as
it is the welfare of the state rather than of people that guides resource
allocation in communist nations, pollution control will remain a dream.

Degradation of the environment spreads across the ideological
spectrum. It also afflicts the underdeveloped economies, although for
different reasons. The main reason there is poverty. Streets in India
are dirty, because there are no resources to Clean them. Water is filthy
and not fit for drinking, because money to purify it is lacking. In
addition to these, India has tried to follow the same path of
industrialization as the capitalist and communist economies, The smog
over Bombay is as heavy as that over Los Angeles, Tokyo, Moscow
and London. At least in the United States today, the automobile fumes
are less toxic than before, because of the widespread use of the
catalytic converter; the same is not the case in semi-industrialized
nations of India, Korea, Taiwan, China among others. These
countries simply cannot afford to clean up/their environment.

So far we have examined some apparent causes of environmental
pollution all over the world. What are its basic causes? There is less
agreement here among scholars than meets the eye.
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That the environmental damage is real is no longer debated. What
is debated is-its severity, whether or not humanity needs to drastically
alter its values, its mode of living which everyone cherishes in
developed countfies and which most want ‘to achieve in
underdeveloped countries. The environmental controversy is now
polarized into two extreme positions. On the one hand, there are those
who argue that the crisis is here; that it is on a scale unprecedented in
recorded history, and that we must surgically change materialistic
lifestyles in developed countries, if an ecological catastrophe is to be
averted in the near future, There are others, however, who admit that
there is an environmental problem but not a crisis. True, errors of
technology have been made in the past, but new technologies can be
developed to correct past mistakes. In any case, the human
metabolism is resilient enough to adapt to the fast changing milieu, and
all we need to do is to divert a small fraction of resources to fight
pollution without essentially changing our lifestyles.

These are two extreme views. The first emits undiluted
pessimism, the second unguarded optimism. The acute divergence of
these views can be attributed to their perception of what technology
can achieve,

The pessimistic view is quite old and owes its origin to Thomas
Robert Malthus who alarmed his contemporaries by predicting an
imminent disaster arising from the growing pressures of population.
Malthus argued that the supply of food grows in arithmetic
progression, whereas population multiplies in a much faster geome;:ic
progression. Therefore, if there is no voluntary or "moral" restraint,
then wars, famines and diseases will break out to control the
population.
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Malthus wrote his essay in 1798. Scientific developments since
then have proved him wrong. Population, of course, has grown the
way he predicted, but food supply has also kept pace. As a result,
there has been no worldwide famine in the 20th century.,

It became fashionable with scholars to denounce Malthus and his
undue pessimism about the future of humankind. But he has been
rehabilitated since the 1960s by writers expressing alarm at the
growing pollution and depletion of natural resources. Prominent
among the neo-Malthusians are Barry Commoner, Paul Ehrlich and
Ezra Mishan. Commoner argues that technologies introduced over the
last 75 years have been ecologically faulty; they have been producing
harmful emissions without public recognition, but their cumulative
effect has imperiled our life-support system in the ecosphere. As a
result we must attend to the damage already done and make use of
technologies that keep pollution under control. He contends that the
current technology has been an economic success only because it is an
ecological failure [ 4 ].

Ehrlich, in a book coauthored with his wife, argues that the basic
cause of environmental degradation is population growth rather than
technology. The Ehrlichs do not disregard other problems such as
poverty, racial tension, energy and urban blight among others, but
they argue that these problems cannot be cured without population
control [ 7]. :

While Commoner and Ehrlich respectively attribute environmental
pollution to faulty technology and population pressures, Mishan
blames it on the worldwide mania for economic growth, To him,
social welfare is uniquely related to nieither the GNP nor the expansion
of consumér's choice through new gadgetry. In affluent countries, the
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costs of economic growth, he argues, far exceed its beneficial effects,
And the relentless pursuit of technology at the expense of other values
is nothing but a manifestation of this very mania for growth [ 8 ).

While Mishan has questioned the need for continued growth in
developed economies, an international group of scholars, identified as
the Club of Rome, has questioned our planet's capacity to sustain
continued growth. Under the chairmanship of Aurelio Peccei, the
Club issued a report entitled The Limits to Growth. And the title tells
the whole story. The report followed an international approach,

‘examined the five most important variables — population, natural
resources, agricultural output, industrial output, and pbllution — traced
their global growth rates to 1900 and projected them to the year 2100,
It concluded that the earth's resources will be seriously depleted early
in the next century, causing a drop in population because of alack of
food [ 8 1.

By now we have a good idea of the major sources of resource
depletion and environmental pollution. To sum up, the basic causes of
pollution, according to scholars, are faulty technologies, exponential
growth of world population, and mania for growth. Not surprisingly,
their cures for the malady aim at controlling these sources of pollutidn.
Thus, Commoner Proposes to replace ecologically faulty technologies
by ecologically wiser ones; the Ehrlichs call for restraints on global
population; Mishan and the Club of Rome prescribe a no growth
society. Many other participants of the environmental debate have
called for a nostalgic return to communion with nature, o a simpler life
devoid of noise and fumes.
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Prout and the Environment

Let us now see what Prout has to add to the environmental debate,
which is still raging and is expected to grow in the future. Our
environment all over the world has become so contaminated today that
any theory dealing with social welfare must tackle this crisis.

Prout shares many ideas of the environmental debate, but differs
radically from its varied prescriptions. Sarkar's idea of progress itself
identifies the basic cause of environmental degradation, and in no
uncertain terms. Writing four years before Commoner identified
technical advance as the major source of pollution, Sarkar called for a
balance in the use of material and non-material resources of the world.
His idea of progress carries the following implications for scientific
and technological change:

1. In Sarkar's view, every scientific invention or technological
advance that seems to make life easier must emit harmful emissions
that make life harder to the same extent. Technical change has been
classified by economists into three categories, namely, capital-using,
labour-using or neutral between the use of capital and labour.
Normally, it is the capital-using technical change that seems to make
life easier, for previously tedious, labourious and repetitive chores can
now be performed by machines. But machines use energy, and the
production of energy generates pollution. Therefore, increased use of
machines leads to increased pollution. .

In cases where the machine-labour ratio remains unchanged or
falls, the technical change by itself does not increase the damage to the
environment. But then this kind of technical advance is not usually

associated with scientific inventions. It results mainly from improved
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management or increased division of labour, but not from the
invention of new machines. Therefore, we may conclude that only
capital-using technical change hurts the environment, The neutral or
labour-using change may not.

Wherever industrialization has occurred in the past 200 years,
technical change has been mostly capital-using, and no wonder the
cumulative effect of the past scientific inventions has now generated
unprecedented pollution. :

2. Sarkar's definition of progress is forceful and precise. It
implies that any scientific invention, including that designed to control
pollution, will generate deleterious side-effects or what Mishan calls
disamenities. The Pollution controlling technologies will generate
emissions of their own, Herein lies the gravity of the environmental
problem. It should not be taken lightly, especially in countries where
it has already begun to harm health and productive efficiency.

In the United States, under the prodding of the government,
factories have installed smokestacks to clean the air. These devices,
no doubt, eliminate 99,8 percent of the smoke particles that would
otherwise be released in the air. But the U.S, scientists now report
that these smokestacks generate pollution of their own, They release
invisible thunderstorms of highly charged electrical particles, which
could affect the rainfall in the area. .

Those who say that the environmental degradation in industrialized
countries can be solved through patchwork taxes affecting thé market
mechanism are dead wrong. It would take a monumental national, and
eventually an international, effort to undo the cumulative harm of
decades of uncontrolled, capital-using technological change that has
been unleashed all over the world,
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3. Since every capital-using technology must generate harmful
emissions, it cannot be left to the private producer, for all he cares to
see is its salutary effects on his profits, disregarding its unsalutary and
- inevitable side-effects on the rest of society. Hence, the scientific
research should be in the public domain, Private producers may
eng;ge in research activity, but no invention should be translated into
industrial technology without approval from the government, which
will have to determine how far-reaching its side-effects are.

4. The fourth principle of Prout calls for maintaining a balance in
the utilization of the resources of the universe, so that environmental
pollution is minimized. '

Environmental degradation may be d¢fined as an imbalance in the
crude resources resulting from the use of what Commoner calls
ecologically-faulty technologies. There is no doubt that such an
imbalance currently exists in the world. Hence, Prout calls for an
international effort to clean up the environment..

How can it be done? The environmental cleanliness, as shown
above, is not a simple task. Here Prout agrees with Commoner that
only new technology can do the job. It is true that new inventions will
also generate harmful emissions; but then, technologies will have to be
devised which not only climinate previous pollution but also destroy
cach other's emissions. Such technologies are within the realm of
possibility. Diamond cuts diamond: Let technology cut technology.

5. Those who believe that there are limits to growth and call for
restraint on population are also dead wrong. In Prout's view, the
present world population is only a short-run problem arising mainly
from internal wealth disparities and income. inequities among nations.
Population never was, and has never been, a long-run problem. The
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real problem has been the inadequate use of resources. Malthus could
not foresee the technological change that has already occurred since
his prophecy of doom. Today's doomsayers are unable to visualize
beyond the limited horizon of the spaceship earth, Their concept of
resources is limited to our planet even though the historic journey of
many Americans to the moon has demonstrated how myopic their
vision is.

According to Prout, the ultimate limits to material resources are
provided by the universe, not just by its tiny dot we call earth, If the
earth cannot provide living space to all its denizens then humans
would migrate to other planets, and build society anew. America was
unknown to much of the world until 1492. But that does not mean
that it had to remain inaccessible forever. Today other planets also
seem inaccessible, perhaps devoid of life. But that is the challenge the
human spirit will meet in the same way it met other formidable
challenges in the past.

~ Human intellect created the environmental crisis, human intellect
will also eliminate it. Whether population grows faster or at a slower
pace does not matter, |

Actually it is impossible to control population on a global scale.
One nation or another may be able to restrain its growth, but ‘not the
whole world. This is what follows from the law of evolution wherein
matter is converted first into unicellular amoeba and eventually into
multimillion cellular humans. In this evolutionary process, matter
must sprout into life. That is the VEry property of matter. Therefore,
Population will keep on growing. It may be checked in the short run
through wars, famines and other catastrophes, and even through
family planning. But it cannot remain on the leash over the long run,
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Hence, all efforts to control population are destined to fail, and this is
more evident today than ever before.

The growth of the population is actually a blessing in disguise.
Without large populations to support, the new technologies would
have never been operational. Whatever the faults of science, no one
can fault it for increasing human mastery over supplies of food which
in the past was so vulnerable to vagaries of Nature. Similarly, without
large populations to maintain, the human mental horizon would not
have been as broad as it is today. With fewer people on earth,
societies were first organized into village communes. As population
increased, city states were born and then came provinces and finally
nations. Thus, expanding population has steadily expanded human
loyalty from village communes to nations. The human mind and
institutions, whatever their contradictions, have slowly become broad-
minded. Population growth, in other words, is not necessarily bad.

In India, people tend to blame all their problems on excessive.
population growth. This serves to hide the real cause of India’s
poverty. Japan has greater papulation and fewer natural resources per
square inch than India. Yet, the Japanese have praduced an economic
miracle in the past four decades. Europe is also densely populated, yet
is far more affluent than India. Many countries in the past had smaller
ﬁopulations; Yet, they were poorer than they are today.

Popﬁlation is seldom the cause of poverty. Corruption and faulty -
economic policies generate more hunger and homelessness than the
number of people. In any case, poverty itself is the cause of high
population growth, which will decline as the country prospers through
proper economic policies.

To sum up our discussion, Prout encourages scientific inventions,
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but they have to be such as to control the harmful emissions of each
other. For it must be recognized that every scientific advance will have
an unsalutary side-effect. Current population of the world is only a
short-run inconvenience. The problem arises from the inefficient use
of world-resources. One may object to continued growth in developed
economies, but not because there are limits to growth, but because it
has generated materialism, selfishness and crime in society. As
regards underdeveloped countries, high growth rates are needed to
solve their problems of survival. This is a ylatter to which I turn in the
next section,

Economic Developmenf

Following the second world war, and especially following India's
Independence, a number of economists have explored the problems
facing a poverty-stricken economy. A huge literature has appeared
apparently to solve economic dilemmas facing the poor countries.
Such literature, whether theoretical or empirical, is usually classified
under the rubric of economic development. Prout offers its own path
of development, one which is drastically different from any offered by
scholars before.

Most underdeveloped economies display common features. They
suffer from shortage of capital and technical know-how, illiteracy,
excessive dependence on agriculture, and lack of industrialization, All
these features lead to low productivity and chronic unemployment, and
_ that is why the poverty-stricken countries are mainly called labour-
surplus economies. Obviously, the abolition of poverty calls for the
abolition of its causes, and that means economic planning aimed at the
development of agriculture, industry, new t@chnologies and
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educational facilities. All this requires massive investment which
depends on the economy's rate of saving. But in a poor country,
savings are low because its national income is low. This is the well-

known vicious circle of poverty, whereby a country is poor because it
is poor. Hence, the first step in economic development is to raise the
economy's rate of saving so that investment can be increased.

There are several ways to increase an economy's rate of saving.
The government can force the people to save more through draconian
means. This is what Russia, specifically Stalinist Russia, did for a
quarter century. Millions of Russians were sent to labour camps
where they worked on abysmal wages in government's factories. At
the same time, the state charged exorbitant prices for goods it
produced, thereby further lowering the workers' consumption.
Similarly, agricultural prices were fixed at low levels, so that the
agricultural profit, in addition to the profit in its industries, accrued to
the state. For a long time, working conditions in Russia were simply
horrible, and millions of people revolted and paid with their lives.
This is certainly not a prescription for welfare maximization. No
civilized country Would like to grind its citizens through such
oppression so that the state can prosper.

Other methods recommended by experts and traditionally
attempted by the poor economies include increasing savings through
taxation or through deficit financing whereby the govemment simply
prints more paper money, purchases resources from the public and
utilizes them in new investment projects. Both these methods have
been tried before, and they have some merit, although when put to
excessive use they can be harmful. For high taxation may be evaded,
or it may lead to serious loss of incentives to work. And deficit
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financing, a form of taxation, can cause serious inflation, thereby
hampering the development effort.

Another source of investment is aid from rich foreign countries.
But the rich never donate enough, nor is their donation without strings
and motives. It is not surprising, therefore, that whatever meagre
foreign aid the developing countries have received has done little to
abolish their poverty. A country can also borrow from foreign
commercial banks, but they charge high interest rates.

Ultimately, each nation has to stand on its own feet, at least until
the time a world government comes into being. Savings have to be
generated from within an economy, and not under the threat of capital
punishment. Prout's answer to the paucity of savings is morality.
People have to be persuaded to increase their savings and to reduce
wasteful consumption. And even in poor countries, there is a
considerable amount of wastage, or conspicuous consumption.
People have to be taught that saving is a virtue, as it will ultimately
reduce poverty of their children and their fellow beings. People have
to be encouraged to sacrifice their present consumption, especially
those who can afford to do so. The virtue of saving has to be
presented as a humanitarian idea indispensable for the well-being of
all.

It is well known that the power of morality dwarfs the power of
authoritarian commands. It also dwarfs capitalistic greed. Will any of
us offer to die for millions of rupees? But some of us might, for a
cause. Will anyone have his head severed for comforts? But some of
us might for the sake of a selfless idea. Hence, morality transcends
brute force and human avarice, and it is this force which Prout calls for
harnessing to achieve a high rate of saving. The connection between
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morality and economic development is very real, for consuming less
and saving more can be presented before the people as an ideal
involving sacrifice for their children. .

Will such increased saving cause a decline in social welfare? No!
If people are forced to reduce consumption under the threat of death-
blows, there is certainly unimaginable misery in society. But, when
someone willingly makes sacrifices, especially for a cosmopolitan idea
such as general economic development, individual welfare actually
rises. Mind feels happier than before. Hence, increased savings
under Prout's encouragement will never reduce social welfare. If
anything, overall happiness in society will rise,

There is no doubt that, in theory at least, savings can be raised
through the medium of moralistic preaching. But theory is one thing,
and translating it into reality is another. The only way that people can
be persuaded to save more is if their political leaders save more.
People will be austere in their consumption, if their leaders do the
same thing. Mere official preaching will not do. Nay, the leaders will
have to be more austere than the people. They will have to live on the
same subsistence on which the masses live. They will have to set
examples before their subjects. Morality is a powerful force. But,
hamessing the best side of human conscience requires the leader to
practice what he preaches. As is the king, so are his subjects. Hence,
if leaders sacrifice their present consumption for posterity, so will the
masses no matter how poor they are.

Prout's connection between morality and the savings rate is not a
utopian idea. On the contrary, it is a practical and wonderful idea, For
it will increase savings without reducing social happiness and
harmony.  Some rich people may not decrease their wasteful
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consumption, no matter how altruistic their leaders are. In their case,
force through high taxation may be necessary. But by and large, Prout
relies on human conscience and exemplary living for higher savings.

Once enough resources are generated through persuasion and even
taxation, there arises the question of their utilization. Here Prout calls
for balanced growth, which means allocating resources to all important
sectors of the economy. Both agriculture and industry must be
emphasized, and they should be developed in a way that each
complements the other. Thus, investment should be increased in such
staples as wheat and rice; cash crops such as cotton, sugar and jute
should also be promoted. Side by side, agri-based industries should
be developed. This way agriculture is to complement the development
of industry.

Industry, on its part, should provide fertilizers for agriculture, and
modem machinery for agri-based industries. In other words, industry
should be the base of agriculture and agriculture the base of industry.

We have already seen that Prout divides industry into three
categories, namely the public sector producing key products, the
cooperative sector comprising large-scale industries producing
consumption goods, and the small-scale sector comprising mainly the
private industries. We also saw how the basic sector is to complement
the others in a pyramidical fashion. But how are these industries to
get started? Where should they be located? Answer to these questions
are required in any theory of economic development.

Prout favours an industrial organization that combines elements of
the present-day factories and the putting-out system which, prevailing
in Burope between the 16th to the 19th century, preceded the modemn
system. In the United States, also, the primary form of manufacturing
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organization between the 18th and 19th centuries was the putting-out -
system. Sarkar believes that the answer to ubiquitous poverty in the
poor nations lies not only in the most modem technologies leading to
high labour productivity but also in employment-generating small-scale
industries located not in urban centers but in rural areas. The latest
techniques can be used only in large-scale factories. They require
huge investments and can be profitable usually in urban areas where
skilled labour and other economies-of-scale are available. However,
urban centers in most underdeveloped economies are already
congested; besides, they have enough unemployed people of their
own, and there is no need to lure rural workers to cities. Rather, small
industries should be established in the rural areas, and, as much as
possible, their products should also be marketed there. Raw materials
and modem machines for these industries are to be supplied by the
public sector [10].

As an example, take the textiles industry. Yam and power looms
can be produced in the public sector. The power looms and yamn may,
in turn, be leased out to weavers in villages to weave cloth in their
own homes. The cloth so produced should be sold in the surrounding
villages, and only the surplus in cities. If power is not available in
rural areas, then hand looms should be distributed. This is just one
example which can be repeated in many industries.

Let us see how this location of small industries in villages
compares with the putting-out system. In this system a merchant
middleman or a putter-out supplied raw materials to skilled as well as
unskilled labourers who worked in their houses. Later he would
collect the finished product and carry it either to the market or to
another artisan for another stage of manufacturing. The putting-out
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set-up was prevalent in almost every industry — paper, mining, ship-
building, pottery, cutlery, iron, and especially woollen and cotton
textiles. The merchant middleman varied in origin as well as scale of |
operations. Many had a humble beginning, starting as wage eamers.
But most belonged to the class of merchants organized in craft guilds.

Quite often the merchant provided raw materials on credit and
bought the finished goods by the piece. Occasionally, the workers
bought the raw-materials and contracted for payment in wages. The
same applied to the equipment, with the putter-out mostly leasing but
occasionally selling it to the workers.

While workers worked mostly in their homes, usually without
external supervision, with the emergence of power machinery a
number of small workshops came into being in rural areas. In these
workshops, eight to ten artisans worked under the supervision of a
master tradesman. At times, workers would rent space in these
workshops and produce goods for the putter-out. In England in the
early 17th century, for instance, the Earl of Shrewsbury rented out
centrally located grinding wheels to master cutlers, who in their spare
time subleased them to other workers.

Even when power machinery developed later and culminated in
the large-scale factories in urban areas, the putting-out system worked
well in rural areas for a long time. This shows that the large-scale
factories can coexist with profitable small-scale industries in villages.
Prout advocates the use of this latter model for rapid economic
development to generate high growth and employment without large
scale migration from rural to urban centers. This would avoid urban
congestion and myriad related problems.

Prout modifies this factory-cum-putting-out system by injecting a
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dynamic role of the government which is to invest directly in.
modermnized plants producing raw materials and equipment. The raw
materials and equipment in turn should be provided to artisans in
villages through the medium of a central small-scale-industries agency
having branches spread all over the economy. Since most workers
initially will be too poor to invest money on their own,.the agency
should lease the equipment and raw materials to workers. Or they
could purchase the machinery in installments to be deducted from their
eamings. The workers could either work at home, or, if necessary, in
rural workshops.

In addition to these tasks, the agency should (i) provide workers
the necessary training in the use of machinery, (ii) supervise their
work for quality control, at least initially, and (iii) purchase their goods
on piece basis. The goods can be marketed either directly by the
agency in the surrounding areas or sold at wholesale prices to
consumer-cooperatives, which in turn sell goods to final consumers.
Alternatively, the agency may encourage the formation of workers'
cooperatives which will lease raw materials and equipment, engage in
the production process, and perform functions of quality control and
the marketing of finished goods. This way workers' cooperatives may
be formed for all essential commodities in rural areas. The same holds
true for agri-based industries where the raw materials will come from
agriculture and equipment from the small-industries agency. Small-
scale industries in urban centers can also be established on the same
model. |

The factory-cum-putting-out model of economic development
proposed by Prout has several advantages over the path of
industrialization followed by poor nations over the last four decades.
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The first and obvious advantage is that no disruptive migration
need occur from rural to urban areas, avoiding all concomitant
problems of congestion and city pollution.

The second advantage is that to the extent workers can work at -
home, investment in huge buildings and other infrastructure of large
factories is unnecessary. As a result, substantial savings in the cost of
capital can be achieved.

Third, workers' cooperatives, or even workers' leasing or owning
their own equipment, have higher labour productivity than similar
production organization based on the capitalistic firm where a producer
hires workers. This point has been emphasized by Vanek in his
analysis of economic development in a subsistence economy [12].

Fourth, the system will generate a relatively equitable distribution
of income, and unlike the case with past developmental efforts, the
poor, not just the rich, will be able to taste the fruits of economic
development. _

Finally, with rural areas self-sufficient in essential commodities,
‘transportation bottlenecks or disruptions caused by national disasters
will not cause famines in remote places.
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Chapter §

PROUT'S SYSTEM OF PLANNING

In order to materialize the Proutist economic system and hence
eradicate poverty from a developing country like India, economic
planning is essential. In developed economies, Proutist goals of
happiness and prosperity for all could be perhaps realized without
extensive state intervention in the economy. But in the Third World,
which lacks the essentials of development, extensive government
planning is indispensable for speedy economic growth.

Economic planning has been adopted by many countries including
India, but the Proutist planning is quite different from any other tried
before. It is far from the centralized system, long used in Russia and
China, which the communist nations now seem to be abandoning. It
also differs radically from the mixed-economy planning tried in India
in terms of seven five year plans.

- Decentralized Planning

In communist countries, as well as India, plans are formulated at the
federal level by a planning body far removed from local areas, where
the planning decisions have to be materialized in reality. The inevitable
result is a gaping chasm between goals and their realization. The
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government launches the plans with great fanfare, but then has to cut a
sorry figure when good intentions have been unrealized five years
later.

According to Sarkar, a developed economy is one with four major
parts — general economy, people's economy, commercial economy and
psycho- economy.

General economy comprises all the economic theories, including
capitalist, socialist or Proutist. Prout's general economy is a three-
pronged system consisting of key industries, the cooperative sector
and small-scale proprietorships — something we have already studied
in the previous chapter. Also included in the realm of the general
economy are coordination of planning at all levels, infrastructure,
taxation, the banking system and any other economic institution
organized at the national level.

Commercial economy, by contrast, aims at the maximum
utilization and the rational distribution of the world's resources. It
deals mainly with internal and international trade and investment.

Modern économic theories, according to Sarkar, are limited to the
analysis of general and commercial economies. Economists have
generally ignored pedple's and psycho-economies.

People's economy should ensure the provision of minimum
requirements for all. Each and every worker should be able to eam
enough to meet his minimum needs of food, clothing, education,
housing and medical care. Sarkar goes as far as saying that the
guarantee of minimum requirements should be enshrined in the
Constitution itself. In other words, the provision of employment at a
need based minimum real wage is a fundamental human right. Few, if
any, countries have done this.



