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adtas note

ilton Fiedman described B R Shenoy as a prophet

unhonored in his own country. P T Bauer has described him

as aheroand asant —ahero for resisting wdd'y accepted

fads and fancies, and asaint for renaining serene inthe face
of disparagenent, neglect, and even abuse.

A few days before Professor Shenoy's death on 8 February 1978 |
net himat the Gaingaramhtbspital, New Del hi, where he was under go-
ing treatnent for a heart ailnent. H looked worried. He said to ne,
"Amn, | feel sorry | could not change the mnd of the governnent. | have
to see our country's econony going to the dogs."

| repied, "Senoy saheb, doit verry. Truth alvays wns, you have
al vays spoken whatever is the truth. Surely, you are going town."

Professor Shenoy was a ways tuned to ground realities. He never
built up enpty economic nodel s, he never ignored enpirical evidence.
Hvas infact, like a skyl ark which soars up in the sky but al vays keeps
an eye on the nest. Wile theorising, Rofessor Shenoy a ways kept
day-to-day prodens of life in nind

Wile ddivering alecture on netiond savings and industria finance
a Kerala Unversity, he described his rdein the fdlowng vords:

"Dalogue wth industriaists, bankers, businessnen and other nen
d dfars, andwth suyects other than one's own, especialy students of
physi cal sciences, is aways arevarding experience. Mn of af farshdp
toweighou idessinthescades of redities of life and nay save us from
bei ng catapulted anay into specu ative unrealities by fa se and i nprac-
ticabl e concepts; and scientists renmind us that every statenent that we
nake nust survive the rigorous test of |ogic and proved data. This dou-
beinfluence of nen of af fairs and of the scientific nethod is in evidence
inthetred o ef fort inal socid sciences, ineconomes no less thanin
aher supects.”

Econonics is nat astrophysics. It deal s wth probl ens whi ch have a
bearing on daily events and the circunstances whi ch confront and sur -
round nan and society. |If econonc theorising does nat throwlight on
these nundane problens of nan and society, the is if the thaxismg
does nat explain and aso help to prescribe, it is a vaste of an econo-
nist’s ow tine and that of those paying atention

Sonetines it is renarked that a certain proposition nay be correct
in econonmc theory; but nat inpractice. Bt if econonic theorisingis nat
scietific ad redistic, it nay nat be varth the wile. W\ have perhaps
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the best results vihen econonic theory is well-inforned wth the reaities
of life and of the narket and palicy neasures are well inforned wth the
gui del i nes provi ded by econonic theori es.

This suggests the need for — and the inportance of — two things.
Hrst, economsts shoul d gaze at the nodel of the world around themon
vhichtohbuldther theories, instead of relyingvha |y o nainly on nad-
els of their own creation. They shoul d use nuch nore freely than sone
of us seemto be doing the nass of statistica data now availabde on
al nost every phenonenon of significance. Secondly, it is desirdde to
have, not nerely dial ogues, as at semnars and | ectures, between econ-
omsts, nen of af fairs and adnnistrators, but ¢l oser association of pro-
fessional econonists, business, industry and administration, preferady
on a consul tation besis.

@nsul tancy works better because thereis aneedtoisdate therde
of an economic analyst fromhis roe as an independent counsellor-
adviser. The nerger of the two functions not only danages the stature
ad digity of the profession, it aso detracts fromthe devel opnent of
the science and fromthe constructive contribution of economsts to eco-
nomc and social progress. In the case of resident staf f econonists,
there is a danger of the two functions getting nerged, andthe rd e of the
adviser getting lost. PArofessor Shenoy was able to strike a bal ance
between the two.

Professor Shenoy vas a brilliant orator. Hs lectures vere lucid and
el oquent, keeping listeners spellbound. Nornally, itisdf ficut tokegp an
audi ence riveted on financia subjects, but his voce was sonorous, his
style of presentation forthright and his argunents so convincing that the
lay pudlic would be attentive, sonetines captivated by his lectures. Hs
witings were also frank, logical and supported by facts and data. That
iswy even the lay reader can enjoy this book.

fs | tddhminhslast days, truh utinatey wns. Ginaintroduced
economc reformin 1978, Mrgaret Thatcher introduced privatisation
and deregulation in Bngland. Soon after, Anerica accepted suppl y-si de
economcs and hard-headed socialist New Zeal and introduced |iberal -
ismin 1984. Wththe fdl o the Bxlin V| in 1989 in a short span o
two to three years, all conmuni st countries in Gentral and East Eirope,
i ncl udi ng USSR gave up conmuni smand becane |iberal denocraci es.
Ad last but nat too late, Indatook a Utunin 1991 ad gat rid of the
license-permit rg .

This is our attenpt to pay honage to the great sou by keeping his
nessage aive through his witings.
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@d ogue

ost of the theoretica witings inthis voune date from1932

to 1953, the tine when B R Shenoy was studying at the

London Shod of Economics, till the Indian Republic took its

first steps onthe road to economc devel opnent. After 1953,
his tine was taken up by practical policy issues and he becane one of
the nost trenchant critics of the Indian governnent’s policy neasures,
vhi ch ran counter to his dearly held beliefs about proper functioning of
an econony. These witings o fer the theoretica franework underlying
his enmpiricad andyses and pdicy critique

Thus Section A provides the Gontext in which he wote, which
includes his basic philosophy of the Econonmic Gonstituents of a Free
Soci ety, and the Measures of Econonmic Progress he consi dered i npor -
tant. Readers might be surprised to learn that this included such
hunani stic concerns as reduction of inequalities — surprised because
such concerns are usually associated wth the socialist approach.
Pofessor Shenoy vas unique in that he did not lose sigt of Indads
poverty and the need to eradicate it. But he repeated y hammered the
point that free narket pdicies and not centraised planing vere the
neans to that end.

Section B the section on Savings, focuses of the fundanental s of
Qassical Theories of Saving fromthe tine of AdamSwmth and M t hus,
and goes on to dissect Satic Euilibriumtheories of saving. 9nce the
Theory of Savings is the nain basis for eva ving an econonic palicy, his
conprehensi ve surveys of saving theories is invauable, and aso
unique. The chapter on Possible Sources of H nance which precedes
these, and that on Indian Nationa Savings which fdlovs, bring to light
one of Shenoy's greatest worries — the path that Inda vas taking of
econonc devel opnent through deficit finance instead of rea savings.

These vorries are elaborated to a greater degree in his book Rost-
War Depression and the Way Qut published in 1944. He denonstrat ed
dangers of financing the Bonbay FAan by newy created noney and
bank credit. In Section G on Mney Mnagenent, he explains the
International Investnent Gp and the Dangers of Inflationary H nance,
going onto dissect inflation and corruption. Included are the articles A
Equation for a Price Level of Newlnvestnent Gods and A Note on the
Interdependence of Rice Leves, first pudlished in the Qirterly
Journal of Economics. These articles point out the deficiency inthe fun-
danental equations presented by John Mynard Keynes in his book
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Treatise on Mney published in 1930. As soon as Keynes realised that
hi s fundanental eguati ons were defective, he stopped the publication of
the second edition of his book. Bt the equations presented by
Aoessar Seoy inlieu of the fudanentd equations’ still hadtrue

Mre evidence of Professor Shenoy's sound grip of nonetary eco-
nomcs can be found in Section DO which focuses on
@l d Qrrency/Banking. 1t takes the reader back to the Essertials of a
@l d Sandard, which vas preva ent ininportant countries in the begin-
ning of the 20th century. India during the 1930s had bath the gd d stan-
dard as well as the god exchange standard. During this period, there
vas a controversy whether India should keep to a sterlinglinked stan-
dard or have an i ndependent standard based on gold. And secondly if
Indashoudhave alink wth sterling, wat shoudthe rate be? This arti -
cle ansvers a | these questions.

The banking conmunity wll be enlightened by the facts he al one
unearthed about Abortive CGentral Banking Schenes which preceded
the establi shnent of the Reserve Bank of India, and a so throwlight on
the indi genous barnkers or shraffs of wiominda can still be justifiady
proud. He had a sound know edge of operational banking and wote
severd articles on Indds noney narket, Giinds silver standard, the
Gaylon rupee. Hs welcoming of the long overdue Deval uation of the
Rupee in 1966 wil interest young readers. The chapter on Bval ution of
Grrency inlIndiaand Gylonis just a sanple of the extensive work he
hes done inthis fied, and wll delight students of history and econom
icsdike It istakenframhs bok Geyl on Qurrency and Banki ng, which
throms ligt onthe early curency histoy of Inda dso.
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