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FREE ENTERPRISE IN A FREE SOCIETY 
"Onlooker" 

X marks the spot. And X 
today is where the capi
talist lies. 'l'hese thoughts 

are seasonable as· the Budget 
makes its annual appearance 
and as Mr. '1'. T. Krishna
machari like a clev,er conjuror 
\vith rabbits concealed not 
only in his hat but in pockets 
and files takes his bow. 

The socialistic pattern of 
society has shone on us like a 
benediction since Avadi. On 
Congressmen pal'ticularly its 
effect has been little short of 
hypnptic. Men who until the 
day before had some difficulty 
in distinguishing between Karl 
Marx and the l\:Iarx brothers 
were soon prattling prettily on 
the proletarian heaven which 
would soon de.o;;cend on our 
plutocratic world. 

Jupiter, it is said, sprang 
fullarmed from the head of 
Jove. l\Ir. Krishnamachari, also 
in battle array, has leaped cata
pultlike from the head of Mr. 
Nehru. Yet are socialism and 
capitalism and all the other 
isms of which most of us talk 
interminably every day as ad
vanced and modernistic and 
contemporary as now we ap
pear to imagine? The truth is 
that in the economic structure 
of today all these terms are out
dat•ed and a little passe. 

In India we have got into the 
dangerous habit of compart' 
mentalised thinking, of posing 
capital as the enemy of labour, 
of looking on wages as sacro
sanct and profits as something 
intrinsically evil, of endowing 
public or governmental enter
prise with the right to slash 
salaries and forbid strikes 
while the private enterprise is 
legislativ•ely or by ordinance 
requh,ed to raise wages, grant 
bonuses, make retrospective 
payments and concede all man
ner of over-generous emolu
ments to labour. Capitalism is 
the evil monster which 'must be 
kept under control. Labour is 
the blue-·eyed boy of a govern
ment which smiles on it only 
in relation to capital and 
frowns on it only in relation to 
itself. l\Ieanwhile public or 
governmental enterprise has as
sured for itself the status of a 
protected monument. 

What is all this but a public 
and pathetic exhibition of ar
rested economic thinking? No 
one in his senses, whether a 
member of the public or pri
vate sector, believes that free 
enterprise can be allowed to 
operate today on the laissez 
fairc pattern of the nineteenth 
century J.lO more than any 
rational student can conceive 



of the wholesale application of 
Marx's socialistic t•enets to pre
sent-day conditions. E v e n 
Khrushchev does not believe it! 
Marx has been confounded by 
the Marxists even as capitalism 
hM provided its own grave
diggers. Yet here are some of 
our outstanding political lead
ers still talki'ng of capitalism 
and socialism in the idiom and 
terminology of the nineteenth 
century. 

The proletariat is certainly 
withering away but not in th·e 
way Marx conceiv•ed it for the 
socialists were wrong in assum
ing that capitalism inexorably 
leads to the development of a 
prol·etarian class bent on the 
destruction of capitalism. That 
is not so in Switzerland and it 
is certainly not so in the Unit
ed States or Canada. Why ? 
Because in these countri·es capi
talism is no longer the old sys
tem of privilege whei'eby the 
few exploit the many. On the 
contrary, as this type of capi
talism expands th·e proletariat 
withers away and an ever-in
creasing proportion of people 
share in the ownership of indus
try as also in the rewards of 
their increasea productivity. 

This is the result of reform
ing capitalism instead of des
troying it. If capitalism is 
destroyed then totalitarianism 
comes into being either in the 
form of Communism as in 
Russia and China or in the 
form of Fascism as in Italy or 
Germany or certain 'South 
American countries. The lesson 
is that one can legislate for 
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freedom as w.ell as for despot
ism. By reforming capitalism 
we can ensure the new freedom. 
By d·estroying it legislatively 
(as we are tending . to do iu 
India) all that we are ensuring 
is the destruction of the old 
freedom and the entrenchment 
of the new despotism. We are 
shedding one system capable of 
l'eform, in order to embrace 
another· incapable of change 
save by violent revolution. 

What is there so wrong OJ' 

evil in pi'ivate ·enterprise that 
our younger generation should 
be taught to shrink away from 
it as from something intrinsi
cally evil ? After all, capital
ism has grown within the 
framework of free institutions. 
It is only Communism that 
thrives within the trammels of 
a dictatorship devoid of free 
institutions in a society where 
the fr•eedom of the individual 
has no place. 

Yet in India we have the 
strange spectacle of certain in
t·ellectuals who in their legiti
mate and righteous disgust 
ovei· the many sins of commis
sion and omission of our capi
talists urge their •extinction and 
demand the rapid' ushering in 
of a socialist· millennium while 
siniultaneously these same in
tellectuals froth at the mouth 
over the mere mention of Soviet 
Russia or China or the possibi
lity of a Communist govern
ment in India. Do these high
ly virtuous gentlemen not 
realise that their unthinking 
vendetta against capitalists ancl 



capitalism must logically lead 
to the extinction of fn~e enter·
prise thereby paving the way 
for precisely the political sys
tem they abhor and dread ? 

Here indeed is an example of 
that naive, confust>d and ar
restt'd economic thinking, so 
f'eized with the political dan
ger;; of Conununism aR to over
look completely its economie 
implieation:-;. 'l'his type of 
mind forgets that economie 
frt>edom is no different from 
political freedom, that los;; of 
onp mu:-;t ineYitably mean lo:-::-: 
of the other, for by pushing 
frpe enterprise out of the door, 
onp all ow R untrammelled 
gon'rnrnPntal PntPrprise (which 
is another name fm· totalita
rianism! to come in through 
the windo"- and take eomplete 
posRr:-:siou of the floor. 

If there is to be freedom un
der la'\Y (which means demo
cracy) then the mnbrella of the 
la'\Y must ·Pquall~- protect the 
sectors of fret> and public en
terprise. 'l'he alternative to des
potism is not necessarily an
archy. It can and must be free
dom ensured by a constitution
al democratic government. 

In a properly constituted 
society, labonr and eapital <1o 
not represent rival wolf-hounds 
straining at the leash to get at 
each other. Rather do thev 
symbolise two watch-dogs ete;.
nally vigilant to see in their 
own longtPJ'IH interest that the 
govPrnment does not undermine 
one in order to Hecure a 
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stranglehold on the other, as 
both the Communist and Fa:,;
cists in obverse ways try to do. 
In other words, labour and 
capital are not in the modern 
economic idiom rival and hos
tile forces. 'l'hey ai'2 in fact. 
or· should be, complementary 
forces for their interest:> arc 
mutual and compoRitP, not 
competitive. In a dPmocratk 
society, neither can do without 
the other. 

That is the pattern and rela
tionship we should endeavour 
to s·<>t up in the economic and 
political democracy which we 
hopt> will bt> India. Only the 
neo-Cornmunist could Wf>lcome 
thP elimination of capitalism 
and capitalists and their treat
ment a:-; moral lepers in a 
sanctimonious soeif>ty bounded 
by bhoodan and by the not so 
impecunious whirr of hand
looms. 

Xowhere-least of all iu 
AmE>rica - does capitalism 
flourish unfettered and free. 
Like political frf>edom free PJJ
terprise operates today withiu 
gowrnmental rules and regula
tions. In the United StatE's 
the arsenal of weapons at tlw 
disposal of the government. 10 
quote President Eisenhower, is 
formidable. It inclndt:>s credit 
controls administered by thr 
Fedt>ral Heserv·2 ~ystem: thf' 
debt management policies of 
the 'freasury: authority of the 
President to yary the terms of 
mortgages carrying Federal in
surance: flexibility in admini
stration of the budget: agrienl 



tural supports; modification of 
the tax stl·ueture; and public 
works. 

The intelligent capitalist has 
uenr quaneUed with I>eason
able government regulations 
and eurb~ ~ince otltPJ'"·ise the 
national economy would be 
J'PducPd to anat·chy, a state 
which has nrYer· ~uit·ed free 
enterprise as WP understand it 
today. As has been well said 
hy an American economist, the 
aim of tltr U.S. Congress "is 
to maintain free Pntei·prise and 
to check the tpnc!2ncieB which 
exist in capitali!'-m as in all 
othrt· eeonomic systPms, the 
developrn,:>nt of 'vhich threatpn 
Peonomif' frerdom.'' ThP same 
thing ha:,; been differ·i'ntly stat
rd b~- tlw Italian, Luigi 
Einaudi. fomwr PresidPnt of 

the Italian Republic whom 
some rate as Europe's foremoRt 
living economist. '"L'he goal,., 
writes l<}inaudi. "is not the abo
lition of regu'lati01m but the 
establishment of regulations 
within which the citi~en can act 
freely." 

Here is tlH' idPal which we 
should set for India, always 
remembering that free enter
prise, as free labour, can only 
exist under a free goYernment. 
The t·elationship between free
dom in tl1e political sphere and 
freedom in the economic sphere 
can only be ignored at the peril 
of freedom in both R"pberes
a truth which our eY~r-vocal 

"-iseacres on thE' extreme right 
and exti·eme left must recog
niRe. 

ENROL l\IORE ME)IBERS TO THE FORUM 
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