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KA S H M I R politics has attracted 
so much attention that the 

economic, problems of the State 
which are equally pressing have suf
fered f rom neglect. It "is not often 
realised that if not immediately at
tended to, they may have very 
serious consequences. Everybody is 
anxious to sec an early end of the 
Kashmir dispute and the Govern
ment of I n d i a have taken particular 
pains to remove the uncertainty 
about Kashmir by repeatedly declar
ing it to be an integral part of 
India . But the uncertainty about 
the future of the State and all that 
it implies cannot be removed by 
such declarations. The Govern
ment of Ind ia may not be blamed 
for this but the fact cannot be de
nied that the issue is still unsettled 
and the indefinite prolongation of 
the dispute is tell ing upon the i n 
ternal polit ical and economic situa
t ion of ' the Stale very seriously. 

The peculiar type of economic 
problems which the abnormal con
ditions in the State have given rise 
to deserve immediate attention. 
The raids on Kashmir and the con
sequent dislocation of her economy, 
followed by a long period of poli
tical uncertainty, not only hampei-
ed the economic growth of the State 
but caused a serious setback. D i n 
ing the last live years, there has been 
no significant new investment in the 
State. The national income of the 
State is very low. The annual rate 
of investment and capital formation 
that should correspond to this low 
income, have not been taking place. 
Even of this income, a greater por
t ion can be put into investment. 
But capital is scared and no business
man undertakes a major investment 
because of the uncertain conditions. 
Nor is any outside investor coming 
i n . On the contrary, capital is fast 
going out of the State in search of 
safety and investment outlets else
where. 

The rapid economic deterioration 
of the State, its chronic under
employment and increasing un
employment both among the edu
cated and the uneducated cannot 
be checked unless a certain m i n i 
m u m volume of investment is at
tained and the fall in the level of 
investment is checked. The prob
lem in the -State is to check the 
downward t rend of the economy 
i n d reverse i t to recover the ground 
lost dur ing the last few years and 
to rehabilitate the economy, to 

maintain the present standard of 
l iv ing by providing for the increased 
population, and then to lay the 
foundations of an expanding eco-
nomy. 

The first requisite is to attain and 
maintain a min imum level of invest
ment which can be done by put t ing 
into use al l the available resources. 

No doubt that the S t a t e 
P l an n i n g Committee has set 
certain development targets but 
inspite of all the efforts' of the State, 
the gap between the actual invest
ment and the investment that is 
needed or is possible is still very 
wide. The investment can be made 
either by the State or by private 
enterprise. The State Government 
has not defined the respective roles 
of the two. The party in power is 
committed, in New Kashmir, to the 
nationalisation of productive re
sources but lacks the necessary re
sources and the boldness to radical
ly transform the existing economic 
and polit ical system to that of State 
ownership. The- result is that neither 
private capital plays its role nor 
does the Stale play it. 

In an undeveloped State like 
Kashmir w i t h abnormal polit ical 
conditions, the role of the Govern
ment in the field of economic deve
lopment is bound to be consider
ably large even under a system of 
mixed economy, in order that the 
State may play its role in raising 
investment and encouraging eco
nomic activities, it must have a 
comprehensive scheme of economic 
development and a complete ac
count and survey of the total and 
available resources. An integral 
plan should be made assigning a 
definite role to the private enter
prise, setting an order of priorities 
and allocating a definite amount 
and proport ion of The total resources 
to the respective sectors of the 
economy, A l l these efforts should 
be v i e w e d against certain well-
defined social objectives and wi th in 
a suitable political framework,. 

Subject to these general considera
tions and taking into account the 
existing peculiarities of Kashmir, the 
greatest emphasis should be laid on 
the fullest uti l isation of the finan
cial resources of the State and for 
inv i t ing max imum help from the 
other parts of India, The financial 
resources of the State may not be 
very great. But even those re
sources are not being utilized. 
The existence of idle funds is al

ways a source of economic troubles. 
The investor class of the State which 
has stopped investment, the savers 
who are depositing their money in 
banks outside the State, the money
lenders who are not lending money 
after the: passing of the Debtors' 
Relief Act , the dispossessed land
lords, royal family and other money
ed classes still hold the major por
t ion of the financial resources of the 
State. These groups lack the 
init iative and the capacity to play 
their respective roles effectively but 
to allow the resources they command 
to remain unused would be injurious 
to the interest of the State. 

Forcible seizure of all the hoard
ed money and the wealth of the 
palates, accompanied by a rigid con
t rol on the savings and investments 
of the community may involve cer
tain political implications for which 
the State Government may not be 
quite prepared. The only practi
cable alternative under existing con
ditions would be to invite voluntary 
contributions and persuasions. The 
State should raise a National In 
vestment Fund and invite contribu
tions from all sections of the peo
ple; even from those living outside 
the State. The State should also 
guarantee a min imum return on 
these investments. The important 
th ing in an economy is not who 
owns the investment but that, it is 
made and made in a certain pat
tern. The ownership of the funds 
may remain wi th individuals hut 
the direction and control Would be 
that of the State. The scope for a 
development loan 01 small-scale 
savings fund may not be very great 
in the Stale but compared to the 
present level of investment, it would 
be of significant amount if the terms 
are also attractive. . 

There are- various means of sti
mulat ing savings but immediate 
attention should be paid to utilisa
tion of the available resources wi th 
out imposing a regime of austerity 
on the people. The lack of invest
ment in the State is not so much 
due to lack of saving as clue to lack 
of confidence in the political sta
bil i ty and the economic policy of the 
Government. Many of the inves
tors who do not find a safe outlet for 
their funds may subscribe to a loan 
floated by the Government. If the 
guarantee of the State Government 
p r o v e s inadequate, the Central 
Government, as a special case, 
should back the loans raised in the 
State. 

Kashmir is passing through a crisis 
and al l her problems, whether pol i 
tical or economic, require special 
remedies. 
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