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Professor P.C, MAHALANOBIS F.R.S.
8, King George Avenue,
New Delhi 2

Dear Professor Mahalanobis,

As I wrote to you in my previous letter I had the
pleasure of discussing with Dr Mukierje the problems involved
in your development model, and I would like to present a
short comment using the usual symbols for the economic
variables and your symbols for the co-efficients.

Varisbles ' X national income = C + I (1)
C consumption
M Investment in machines for
consumer goods industries
E investment in equipment for
investment goods industries
I total investment = ¥ + E (2)
Equations : Apart from the two already mentioned
there are two technical equations,
8=p, 1 (3)
I=p E (4)

There has to be one more equation
between the 5 variables for which you

chose an equation M = A, I (5)
and I am inclined to
choose I = a¥ (3*)

I think we can agree on assuming the two B's
to be constants; my preference would be in addition to
assume « to be constant, representing the saving ratio
of the country whereas you seem to prefer to introduce
A_ a8 a constant which implies that o would not be a
cSnstant, My difficulty may be formulated in this way that
I do not see any economic meaning in )\, whereas the
meaning of o is clear to me. a.s. ther® has been observed
a constancy in o over averages of business cycles which
would make it an easy starting point for analysis., It
is true,however, that this constancy need not prevail
in the future, espefially ir we may hope for important
capital imports, Even in this latter case, however, I do
not see any reason to consider A to be constant, I do
see, however, the desirability of investigating alternative
developments which may be conceivable by changing certain
instruments of economic poliey., In such a case I prefer
tot specify and define beforehand what instruments of
economic policy would have to be considered,

Yours very sincerely,







