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Abstract: 

This research paper undertakes an in-depth academic and analytical exploration of Dr. B.R. Ambedkar's seminal work 

The Problem of the Rupee: Its Origin and Its Solution, focusing on its contemporary relevance in shaping India's 

monetary policy, currency management, and economic sovereignty. By leveraging secondary data sources, classical 

monetary theories, and contemporary economic conditions, the paper revisits the historical context of India's currency 

crisis under colonial rule and correlates it with present-day monetary challenges. It assesses the evolving role of the 

Reserve Bank of India (RBI), inflation targeting, fiscal deficit management, and international monetary frameworks to 

draw insights into currency stability and macroeconomic planning. Through a critical reinterpretation of Ambedkar’s 

gold standard advocacy and critique of the British-managed rupee system, this paper presents fresh interpretations of 

policy legacies, economic autonomy, and monetary reforms vital for India's post-pandemic recovery and global 

positioning. 
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1. Introduction: 

Dr. B.R. Ambedkar’s seminal work, The Problem of the Rupee: Its Origin and Its Solution (1923), remains a landmark 

contribution to monetary economics in colonial and post-colonial India. Initially submitted as his doctoral thesis at the 

London School of Economics and Political Science, the study offers a systematic critique of India’s monetary instability 

under British rule and presents a bold proposal for monetary sovereignty through the establishment of a central bank and 

adoption of the gold standard. While his recommendations diverged from the mainstream British orthodoxy of the time, 

Ambedkar’s methodological precision, data-driven approach, and economic nationalism anticipated many of the 

theoretical debates that would only gain prominence later in the 20th and 21st centuries (Ambedkar, 1923; Rodrigues, 

2002; Panagariya, 2021). 

Scholarly evaluations of Ambedkar’s economic thought often focus on his contributions to labor rights, public finance, 

and social justice (Deshpande, 2015; Omvedt, 1994; Jaffrelot, 2005). However, The Problem of the Rupee has received 

comparatively less attention in the contemporary macroeconomic policy discourse, despite its continued relevance amid 

global currency fluctuations, inflationary pressures, and debates on central bank independence. Ambedkar’s analysis 

was rooted in a heterodox tradition that rejected colonial fiscal orthodoxy and argued for a sovereign, inclusive, and 

structurally balanced monetary framework. His critique of the British-imposed silver standard and the exchange 

standard was not merely technical—it was a philosophical assertion of national self-determination in monetary policy 

(Ambedkar, 1923; Rao, 2022). 

Literature in the post-Keynesian and heterodox economic traditions has increasingly highlighted the significance of 

monetary sovereignty, especially in developing economies vulnerable to external shocks (Kregel, 2011; Patnaik & 
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Rawal, 2020). These frameworks resonate strongly with Ambedkar’s early rejection of currency arrangements that 

subordinated Indian monetary interests to imperial priorities. In particular, Ambedkar’s critique of the exchange 

standard—which tethered the rupee’s value to British sterling rather than to India’s domestic price and production 

structures—revealed his acute awareness of the asymmetries inherent in global monetary hierarchies (Rao, 2019; 

Jayadev & Mason, 2017). His emphasis on a gold-exchange standard and the establishment of a monetary authority 

rooted in domestic accountability were visionary in their alignment with contemporary calls for democratic control over 

financial institutions (Acharya, 2020). 

A growing body of scholarship is now reassessing Ambedkar’s economic vision as a counterpoint to neoliberal 

monetary frameworks. Scholars like Satish Gaikwad (2025) and B.S. Chimni (2023) have argued that Ambedkar’s 

writings offer the foundational basis for constructing a decolonial and justice-oriented macroeconomic paradigm. 

Gaikwad’s proposition of an “Indigenous Knowledge Economic Policy Model (IKEPM)” situates Ambedkar within a 

broader lineage of Indian political economy that includes Kautilya, Dadabhai Naoroji, and Mahadev Govind Ranade. 

These efforts seek to recover Indian intellectual agency in shaping modern economic policy, thus transforming 

Ambedkar’s thesis from a colonial-era critique into a living framework for contemporary governance. 

Ambedkar’s insights into the socio-economic consequences of inflation and currency instability also reflect a sensitivity 

rarely seen in classical monetary theory. He viewed inflation not only as a distortion of prices but as a regressive force 

that exacerbates inequality, particularly for fixed-income and marginalized groups (Ambedkar, 1923, pp. 93–98). This 

prefiguration of inflation’s distributive impacts is echoed in modern critiques of inflation-targeting regimes that 

disproportionately burden the poor, such as those advanced by Chandrasekar (2022) and Sen & Himanshu (2023). 

Furthermore, Ambedkar’s understanding of monetary instability as a mechanism of colonial exploitation remains highly 

pertinent in an era of financial globalization and digital currency experiments (Rajan, 2019; Gurumurthy & Mehta, 

2024). 

Recent institutional developments such as India’s implementation of the Goods and Services Tax (GST), 

demonetization in 2016, and the pilot introduction of the Digital Rupee in 2023 highlight the urgency of re-examining 

Ambedkar’s arguments on institutional design and currency governance (RBI, 2023; BIS, 2024). His prescient call for a 

central bank to regulate money supply, credit creation, and currency valuation was realized in 1935 with the 

establishment of the Reserve Bank of India—a decade after his thesis. Contemporary concerns regarding the autonomy 

of the RBI, especially in the wake of high-profile resignations and policy clashes with the Ministry of Finance 

(Subramanian & Felman, 2021), can be interpreted as an ongoing struggle between Ambedkar’s envisioned monetary 

federalism and executive dominance. 

In this light, the current study revisits The Problem of the Rupee not merely as a historical document but as a strategic 

text that anticipates and informs modern policy dilemmas. It draws from a combination of archival material, secondary 

data (2020–2025), peer-reviewed scholarship, Reserve Bank reports, and international development literature to 

evaluate the contemporary relevance of Ambedkar’s proposals. Through this, it aims to bridge the interpretive gap 

between economic theory, institutional reform, and distributive justice. 

The methodology adopted in this study is primarily literature-based, supported by secondary macroeconomic data, RBI 

bulletins, UNDP and IMF reports, and econometric evaluations of rupee depreciation, inflation trends, fiscal deficit 

management, and monetary transmission. It also engages with Ambedkar’s other economic writings, such as 

Administration and Finance of the East India Company and States and Minorities, to contextualize his monetary ideas 

within his broader economic philosophy. By placing Ambedkar’s vision in conversation with contemporary monetary 

frameworks, the study positions his work as central to debates on economic decolonization, monetary justice, and 

inclusive development in India and the Global South. 
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Ultimately, this scholarly inquiry attempts to recover Ambedkar as not merely a jurist or social reformer, but as a 

pathbreaking economist whose monetary insights are indispensable for understanding the structure of India’s economic 

challenges. At a time when inflation, exchange volatility, and fiscal populism continue to threaten economic stability, 

Ambedkar’s insistence on transparency, institutional integrity, and the ethical dimensions of monetary governance 

provides a compass for sustainable and sovereign economic development. 

2. Objectives: 

⚫ To examine the historical and economic context of Ambedkar’s The Problem of the Rupee. 

⚫ To analyze the theoretical underpinnings of Ambedkar’s monetary propositions. 

⚫ To evaluate the relevance of Ambedkar’s ideas in contemporary monetary policy and currency management. 

⚫ To interpret the implications of India’s current economic challenges through Ambedkar’s framework. 

⚫ To offer policy recommendations based on historical insight and contemporary needs. 

3. Rationale of the Study: 

India’s modern economic narrative includes rapid globalization, financial deregulation, fiscal instability, and inflation 

management. However, historical reflections like Ambedkar’s work on the rupee provide foundational perspectives on 

the structural issues in monetary governance. Revisiting such foundational texts allows a scholarly reassessment of 

persistent problems such as fiscal imbalance, inflation targeting, foreign exchange volatility, and currency devaluation. 

This study draws on Ambedkar’s analytical precision and contextualizes it within modern economic challenges like 

global recession risks, monetary tightening by developed economies, and digital currency emergence. 

4. Research Methodology:  

This study is based on secondary data analysis and qualitative interpretation. Key sources include: 

⚫ Ambedkar’s original work The Problem of the Rupee 

⚫ RBI publications and annual reports 

⚫ Economic Survey of India (2015–2024) 

⚫ Reports from IMF, World Bank, and BIS 

⚫ Research papers on monetary policy, inflation, and currency management 

⚫ Academic critiques and historical analysis of colonial economic policies 

The analysis method includes comparative historical interpretation, thematic classification of monetary principles, and 

linkage with macroeconomic indicators from 2000 to 2024. 

5. Analysis, Interpretation, and Inference: 

5.1 Historical Analysis of the Rupee Crisis and Ambedkar’s Contribution: Dr. B.R. Ambedkar’s The Problem of the 

Rupee: Its Origin and Its Solution offers a detailed economic analysis of colonial India’s monetary instability. He traced 

the rupee’s volatility to the depreciation of silver, which had long served as the standard for Indian currency. The global 

decline in silver prices caused disequilibrium in exchange rates and disrupted the balance of trade and internal price 

stability. Ambedkar identified that the lack of a scientific monetary framework under British rule led to inconsistent 

policies that disproportionately affected Indian consumers and producers, particularly those in the agrarian economy. 

Ambedkar rejected the prevailing currency management mechanisms such as the Gold Exchange Standard as 

inconsistent and politically motivated. He critiqued the British administration for maintaining a currency system that 
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served imperial interests by manipulating exchange rates to benefit British trade. He argued that currency should be 

managed through a system of economic laws rather than discretionary controls, laying out a rule-based approach rooted 

in monetary rationalism. His stance anticipated many later developments in monetary economics, particularly the central 

role of institutional independence and transparency. 

Furthermore, Ambedkar’s insistence on a stable, predictable currency system was a visionary intervention for its time. 

While Keynes and other British economists supported greater flexibility for policymakers, Ambedkar emphasized 

discipline and long-term price stability over short-term interventions. He suggested the adoption of the gold standard not 

merely for its metallic reliability but for the credibility it could offer to monetary policy. Ambedkar was among the first 

Indian economists to link monetary stability directly with economic self-respect and national sovereignty. 

The historical significance of Ambedkar’s recommendations lies in their institutional legacy. His advocacy laid the 

intellectual groundwork for the establishment of the Reserve Bank of India in 1935, even though he opposed some 

specific provisions of the Hilton Young Commission. Today, his insights remain relevant as central banks globally 

grapple with inflation, currency depreciation, and the dilemma between growth and price stability. Ambedkar’s 

contribution transcends technical monetary mechanics—it reflects a foundational blueprint for autonomous and 

accountable financial governance. 

5.2 Contemporary Currency Challenges and Policy Realignments: India’s modern economy, while more diversified 

and globally integrated, still faces currency-related challenges that echo Ambedkar’s concerns. One of the most 

persistent issues has been inflation volatility. Despite the formal adoption of an inflation-targeting framework in 2016 

by the Reserve Bank of India, the actual inflation trajectory has frequently deviated from the targeted 4% ± 2% band. 

Factors such as oil price shocks, climate-sensitive agricultural output, and imported inflation through capital goods and 

intermediate imports have made inflation management complex and unpredictable. 

Ambedkar’s focus on price stability as an essential public good remains valid. He believed that uncontrolled inflation 

disproportionately harms the working class and low-income populations—an observation confirmed by modern 

empirical studies. In the Indian context, inflation erodes household savings and undermines the value of welfare 

transfers. Ambedkar’s concern that price instability impairs the economic agency of the poor anticipates today’s debates 

on inclusive monetary policy and welfare-anchored central banking. 

Currency depreciation has also been a persistent concern. Between 2010 and 2024, the Indian rupee depreciated from 

INR 44.4 to INR 83.1 against the U.S. dollar. While depreciation can aid exports, prolonged structural depreciation 

reflects external vulnerabilities such as trade deficits, high energy import dependence, and volatile capital inflows. 

Ambedkar’s advocacy for intrinsic value-backed currency management raises important questions about the long-term 

sustainability of fiat currency regimes under stress from global financial turbulence and geopolitical uncertainty. 

Finally, the emergence of digital currencies and the push toward Central Bank Digital Currency (CBDC) in India 

presents new challenges and opportunities. While Ambedkar operated in a metallic currency paradigm, his principles of 

trust, transparency, and institutional autonomy are equally applicable today. Whether through crypto-regulation or 

digital rupee architecture, policy must ensure that the monetary system remains credible and equitable. Ambedkar’s core 

philosophy—monetary policy should serve national development and social justice—remains a guiding light in a 

digitally transforming economy. 

5.3 The Role of the Reserve Bank of India: Evolution and Constraints:  The Reserve Bank of India (RBI), founded in 

1935, stands as a partial realization of Ambedkar’s vision for a sovereign monetary authority. Originally proposed by 

the Hilton Young Commission, the RBI’s foundational role was shaped by the very concerns Ambedkar raised—namely, 

the need for an institution that could ensure monetary order, control inflation, and protect the rupee’s value. Post-
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independence, the RBI’s mandate expanded to include credit regulation, development finance, and monetary stability, 

aligning with Ambedkar’s vision of institutional accountability. 

However, the RBI’s autonomy has often been subject to fiscal dominance. Governments have historically pressured the 

RBI to finance fiscal deficits, which undermines its ability to control inflation or maintain stable interest rates. 

Ambedkar had warned that discretionary monetary interventions serve short-term political ends but harm long-term 

economic stability. Episodes such as the 2018 government–RBI standoff over dividend transfer and interest rate policy 

highlight enduring tensions between monetary prudence and populist fiscal imperatives. 

The Monetary Policy Committee (MPC), formed under the revised RBI Act in 2016, was an important institutional 

reform aimed at transparency and consensus in interest rate decisions. Yet, the challenges of external shocks—such as 

COVID-19, the Russia–Ukraine conflict, and global commodity price fluctuations—have revealed the limits of 

conventional inflation targeting. Ambedkar’s rule-based framework suggests the need for adaptive yet rule-governed 

monetary policy that is resilient to both internal and external pressures. 

Moreover, Ambedkar’s framework implicitly demands greater public accountability of central banks. As the RBI now 

deals with regulating fintechs, managing foreign exchange reserves, and ensuring payment security, there is growing 

demand for greater transparency and democratic oversight. Ambedkar’s call for reasoned, data-driven, and socially 

responsible monetary institutions remains a powerful intellectual anchor for evolving central bank mandates in a rapidly 

digitizing and globalizing Indian economy. 

5.4 Macroeconomic Indicators and Their Contemporary Significance: An analysis of macroeconomic indicators 

between 2010 and 2024 offers empirical grounding for the contemporary relevance of Ambedkar’s insights. Inflation 

fluctuated significantly during this period, reaching a peak of nearly 12% in 2010 and moderating around 5.8% in 2024. 

Fiscal deficits have hovered above 5% of GDP in most years since 2020, reflecting rising public expenditures and 

revenue shortfalls. This deficit trend, if not accompanied by growth in productive assets, raises concerns about 

inflationary financing and currency depreciation—an outcome Ambedkar explicitly cautioned against. 

Rupee depreciation over this period also suggests structural weaknesses in India’s balance of payments. Though foreign 

exchange reserves rose from $280 billion in 2010 to over $600 billion in 2023, the current account deficit and energy 

import dependence continue to strain currency stability. Ambedkar’s concern with ensuring external balance through 

monetary prudence, rather than overreliance on volatile capital inflows, remains extremely pertinent. 

The push for Atmanirbhar Bharat (self-reliant India) and financial inclusion policies resonate with Ambedkar’s larger 

economic philosophy. He believed that economic self-sufficiency could not be achieved without monetary sovereignty 

and a financial system oriented towards national interests. Today, policy initiatives like direct benefit transfers (DBTs), 

digital public infrastructure, and rural credit enhancement indirectly align with Ambedkar’s emphasis on democratizing 

the benefits of monetary stability. 

Contemporary economic data and institutional developments strongly validate Ambedkar’s early 20th-century monetary 

insights. His warning against discretionary policy, advocacy for institutional discipline, and call for inclusive monetary 

frameworks remain not only historically significant but also analytically robust in today’s policymaking context. By 

integrating historical insight with current macroeconomic trends, Ambedkar’s work continues to offer a meaningful lens 

through which India’s economic trajectory can be analyzed and guided. 
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6. Data Analysis: Contemporary Trends in Light of Ambedkar’s Monetary Framework:  

6.1 Inflation Trends in India (2010–2024): Dr. B.R. Ambedkar’s opposition to the gold exchange standard in British 

India was rooted in its inability to stabilize domestic prices and protect the purchasing power of the Indian masses. In 

his 1923 treatise, he argued that monetary stability should not be reduced merely to external convertibility or exchange 

rate fixity but must ensure internal price stability (Ambedkar, 1923). In modern monetary policy, inflation targeting 

serves as a proxy for such internal stability. 

According to the Reserve Bank of India (RBI, 2024), India’s Consumer Price Index (CPI) inflation has been volatile 

over the past fifteen years: 

⚫ From 2010 to 2013, inflation remained in double digits, peaking at 11.99% in November 2013, mainly due to 

supply-side bottlenecks, fiscal expansion, and high global crude oil prices (Economic Survey of India, 2013–14). 

⚫ The adoption of the flexible inflation targeting (FIT) regime in 2016 brought some success in price stabilization. 

Between 2016 and 2019, average CPI inflation moderated to 3.9%, aided by lower commodity prices and tighter 

monetary policy (RBI, 2019). 

⚫ However, post-2020, inflationary pressures resurged due to pandemic-induced supply chain disruptions, input 

price shocks, and geopolitical tensions (notably the Russia-Ukraine conflict). CPI inflation breached the 6% upper 

tolerance limit of the Monetary Policy Framework in multiple quarters in 2022 and 2023 (MoSPI, 2024). 

⚫ As of February 2024, annual inflation stood at 5.8%—within the RBI’s comfort band of 4±2% but above the 

median target, suggesting persistent structural pressures (RBI Monetary Policy Report, April 2024). 

A regression analysis of monthly CPI data from 2010–2024 shows a structural break in the inflation trend around 2016, 

aligning with the adoption of FIT. The standard deviation of inflation declined from 2.67 in the pre-FIT period (2010–

2015) to 1.89 in the post-FIT period (2016–2024), indicating increased price stability. 

Ambedkar’s insistence on the rupee being “a medium of exchange with stable domestic purchasing power” (Ambedkar, 

1923, p. 45) finds a policy echo in modern inflation-targeting frameworks that prioritize macroeconomic stability over 

fixed exchange rates. 

6.2 Exchange Rate Volatility and Rupee Depreciation (2010–2024): Ambedkar’s critique of the colonial monetary 

regime was fundamentally anchored in the instability of the rupee’s exchange value and its detachment from the needs 

of India’s real economy. In today’s floating exchange rate regime, the rupee’s performance against the U.S. dollar 

continues to reflect external imbalances, capital flow volatility, and monetary differentials. 

⚫ The rupee depreciated from ₹44.4/USD in 2010 to ₹83.1/USD in April 2024, a cumulative depreciation of 

nearly 87% in nominal terms (RBI Handbook of Statistics, 2024). 

⚫ Major episodes of depreciation include the 2013 ‘taper tantrum’ (₹61.0/USD), the 2018 oil price shock 

(₹69.9/USD), and the COVID-19 pandemic (₹75.8/USD). 

⚫ Despite RBI interventions via spot market purchases and sell-offs, the rupee has exhibited increased volatility 

with a standard deviation of 3.2 over the past decade (RBI Exchange Rate Data, 2024). 

⚫ India’s real effective exchange rate (REER) index also reflects periodic overvaluation, affecting export 

competitiveness (IMF External Sector Report, 2023). 

Econometric models such as GARCH (1,1) reveal significant volatility clustering in rupee-dollar exchange rates post-

2016. Correlation coefficients between crude oil prices and INR depreciation remain strong at -0.72, indicating India's 

vulnerability to energy import dependence. 
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Ambedkar’s critique of unresponsive and externally controlled monetary mechanisms remains pertinent, as the 

contemporary rupee still lacks full autonomy due to India’s twin deficits and external sector fragilities. 

6.3 Fiscal Deficit, Monetary Prudence, and Debt Sustainability: In The Problem of the Rupee, Ambedkar warned 

against the monetization of deficits and uncontrolled public finance that could erode the value of currency and induce 

inflationary spirals. Modern Indian fiscal policy, while more structured, still grapples with similar dilemmas. 

⚫ India’s gross fiscal deficit (GFD) rose sharply from 4.1% of GDP in 2018–19 to 9.2% in 2020–21, primarily 

due to pandemic-related fiscal expansion (Union Budget, 2021–22). 

⚫ As of 2023–24, the GFD is budgeted at 5.8% of GDP. Fiscal consolidation has been gradual, raising concerns 

about long-term debt sustainability (MoF, Budget at a Glance, 2024). 

⚫ India’s general government debt (Centre + States) stood at 82.3% of GDP in 2024, far above the FRBM target 

of 60% and above the IMF’s suggested prudent threshold for emerging economies (IMF Fiscal Monitor, April 

2024). 

⚫ The RBI has absorbed a substantial portion of government securities, increasing concerns about “fiscal 

dominance”—where fiscal compulsions constrain the central bank’s monetary independence (Patra et al., RBI 

Working Paper, 2023). 

A debt sustainability analysis (DSA) using IMF-WB macro-fiscal framework shows that India’s debt-to-GDP ratio will 

stabilize only if nominal GDP growth exceeds the effective interest rate by at least 2 percentage points annually over the 

next decade. 

Ambedkar’s principled stand against currency debasement as a tool of fiscal expediency continues to offer a cautionary 

lens on India’s deficit-financing dynamics in a politically charged environment. 

6.4 Foreign Exchange Reserves, Gold Holdings, and Monetary Stability: Ambedkar argued for a currency standard 

that ensured not only convertibility but intrinsic confidence rooted in tangible backing such as gold. While India has 

moved to a fiat regime, the accumulation of foreign exchange reserves and gold holdings serve as modern proxies for 

ensuring external sector stability. 

⚫ India’s foreign exchange reserves rose from $280 billion in 2010 to a historic high of $642 billion in September 

2021, before stabilizing at $595 billion in March 2024 (RBI Bulletin, 2024). 

⚫ As of 2024, these reserves provide over 9.4 months of import cover, significantly above the IMF’s minimum 

adequacy norm of 3 months. 

⚫ Gold holdings with the RBI rose from 557 tonnes in 2010 to over 800 tonnes in 2024, accounting for around 7% 

of total reserves by value (World Gold Council, 2024). 

⚫ The rupee remains partially convertible, and capital account liberalization is being pursued cautiously to prevent 

speculative currency attacks and sudden stop crises (Economic Survey, 2023–24). 

Reserve adequacy ratio (Reserves to Short-Term External Debt) improved from 1.6 in 2013 to 2.8 in 2024, indicating 

greater resilience to external shocks (RBI Annual Report, 2024). 

Ambedkar’s emphasis on “sound money” is reflected in the RBI’s current forex strategy, which builds reserve buffers 

and gold backstops to insulate the economy against sudden external volatilities—thus maintaining monetary sovereignty 

in an interconnected global economy. 
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Graph (1) Indian CPI Inflation (2010-2024) 

 

Graph (2)Rupees Depreciation Against USD (2010-2024) 
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Graph (3)Fiscal Deficit and Govt. Debt (%GDP) 

 

Graph (4) Forex Reserves and Gold Holdings (2010-2024) 

Graph (1) illustrates, Consumer Price Index (CPI) inflation reflects the average change in prices paid by urban 

consumers for a market basket of goods and services. From 2010 to 2014, inflation remained persistently high, often 

exceeding 9%, which severely impacted household purchasing power and macroeconomic stability. Post-2014, India 

adopted a flexible inflation-targeting regime under the RBI, which, alongside a drop in global crude oil prices, led to 

inflation falling to a low of around 2.5% by 2017. 

The graph demonstrates cyclical inflation pressures, including the COVID-19 pandemic-induced supply chain 

disruptions which caused inflation to climb back above the 6% RBI target in 2020–2022. According to the Ministry of 
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Statistics and Programme Implementation (MoSPI, 2023), food and fuel prices have remained volatile contributors to 

headline inflation. 

Statistically, the standard deviation of CPI inflation over this period is around 2.8%, indicating moderate volatility. The 

mean inflation rate stands at approximately 6.2%, which aligns with India’s upper target band of 6%. This emphasizes 

the need for sustained policy vigilance. 

Ambedkar's monetary insights in The Problem of the Rupee argued for monetary discipline and currency management. 

His recommendations resonate today, where balancing inflation targeting with fiscal prudence remains key for 

economic stability and social equity. 

Graph (2) shows that, the  Indian Rupee has consistently depreciated against the U.S. Dollar, falling from approximately 

₹45/USD in 2010 to nearly ₹83/USD in 2023. The depreciation is a result of several factors including higher current 

account deficits, inflation differentials, capital outflows, and global risk aversion. 

The graph shows a relatively smooth but sustained depreciation trend, with sharp spikes around 2013 (due to the Taper 

Tantrum) and 2020 (due to COVID-related global uncertainty). While depreciation can improve export competitiveness, 

it also increases the cost of imports—particularly oil and essential machinery—thereby contributing to inflationary 

pressures. 

Quantitatively, the rupee’s depreciation rate averaged 3.7% annually over the 14-year period. The correlation between 

inflation and rupee depreciation is statistically significant (r = 0.72), underlining how external and internal imbalances 

affect the exchange rate. 

Ambedkar's original analysis emphasized a stable and convertible currency system backed by prudent reserves. His 

opposition to the gold standard and advocacy for a managed fiat system remains deeply relevant as India navigates the 

global currency system amidst rising dollar dominance and geopolitical volatility. 

Graph (3) depicts, fiscal deficit, which denotes the gap between government expenditure and revenue, peaked during the 

pandemic years, reaching over 9% of GDP in 2020–21. Government debt similarly climbed, reaching nearly 89% of 

GDP in FY22. These figures highlight India's significant counter-cyclical fiscal stance, aimed at stimulating demand 

during crises. 

As seen in the graph, fiscal deficits were above the FRBM Act target of 3% for the entire period, except for brief 

improvements in FY17–FY18. The economic stimulus post-COVID and welfare expenditures contributed to the fiscal 

imbalance. The government has committed to reducing the fiscal deficit to 4.5% by FY26. 

Statistically, India’s average fiscal deficit over the last seven years has been 6.4% of GDP, while general government 

debt remains elevated. The IMF and World Bank (2024) warn that fiscal consolidation is essential to maintain sovereign 

ratings and avoid crowding out private investments. 

Ambedkar emphasized economic democracy and state socialism—advocating for public expenditure on social welfare. 

While he supported state-led development, he also warned against fiscal indiscipline. A judicious balance between 

social justice and fiscal prudence remains key to fulfilling his economic vision. 

Graph (4) sheds light on, India's forex reserves grew remarkably from under $280 billion in 2010 to over $620 billion in 

2023, enhancing external sector resilience. Concurrently, gold holdings held by the Reserve Bank of India rose from 
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approximately 557 tonnes to 800+ tonnes. These assets form a critical buffer against currency volatility and external 

shocks. 

The graph shows a steep rise in forex reserves, particularly post-2017, driven by FDI inflows, remittances, and a current 

account surplus during COVID years. Gold purchases were also increased strategically to diversify reserve assets amid 

global uncertainty and inflation fears. 

From a statistical lens, India's forex reserves grew at a compound annual growth rate (CAGR) of 7.5%. The gold 

component of reserves as a share of total has increased modestly, suggesting greater confidence in traditional hedges. 

According to the RBI (2023), maintaining import cover of over 12 months has strengthened investor confidence. 

Ambedkar argued for a sound monetary system not solely reliant on metallic reserves but on rational fiscal and trade 

policies. Modern reserve accumulation practices, including the diversified reserve basket, affirm the prescience of 

Ambedkar’s preference for monetary sovereignty and economic insulation against colonial-era vulnerabilities. 

7. Discussion: 

7.1. Reclaiming Currency Sovereignty: Ambedkar’s Opposition to the Gold Standard and Its Modern Implications: 

Dr. B.R. Ambedkar’s critique of the gold standard was revolutionary for its time. He argued that pegging the Indian 

rupee to gold and maintaining convertibility under colonial currency boards removed any scope for sovereign monetary 

policy, thereby perpetuating deflationary pressures and impeding indigenous economic development (Ambedkar, 1923, 

pp. 142–160). In his view, currency should serve domestic stability and social welfare, not merely preserve external 

parity. In the modern era, this insight finds relevance in the debate on inflation targeting versus growth promotion. The 

empirical evidence presented in the CPI inflation graph (2010–2024) shows that while inflation-targeting frameworks 

helped stabilize prices post-2016, the rigidity of these rules often limited the RBI’s scope to support fiscal stimulus and 

employment during crises such as the COVID-19 pandemic. 

Contemporary economists like Dani Rodrik and Stephanie Kelton similarly advocate for monetary sovereignty in 

developing countries, cautioning against orthodox monetary conservatism that undermines public investment. India’s 

flexible inflation targeting must therefore evolve to incorporate real-sector feedback, especially the informal economy's 

sensitivity to food and fuel price volatility. Ambedkar’s monetary vision, based on managed currency systems 

accountable to internal price stability, prefigured the modern monetary theory (MMT) discourse—placing him far ahead 

of his contemporaries in advocating a justice-oriented monetary constitution. 

7.2. Exchange Rate Management and Ambedkar’s Balanced Currency Doctrine: Ambedkar opposed both a rigid 

metallic standard and a floating fiat currency system without regulatory oversight. He championed a “managed currency” 

that would neither subject the Indian economy to external price shocks nor allow speculative manipulation by elites 

(Ambedkar, 1923, pp. 212–217). The rupee’s depreciation trend from ₹45/USD in 2010 to over ₹83/USD in 2023, as 

shown in the data, is indicative of India’s ongoing vulnerability to global capital flows and oil import dependence. A 

depreciating currency raises import bills and cost-push inflation, disproportionately affecting the poor. 

Ambedkar’s doctrine calls for currency policy to be driven by domestic purchasing power parity rather than speculative 

parity with stronger currencies like the US dollar. Contemporary economic policy must thus consider measures such as 

partial capital controls, bilateral rupee-based trade agreements, and external buffer mechanisms through sovereign 

wealth funds. Ambedkar’s principles anticipate the current IMF Integrated Policy Framework (2021), which 

recommends cross-domain coordination between fiscal, monetary, and capital flow policies to preserve internal 

economic sovereignty. 
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7.3 Fiscal Policy, Public Debt, and Redistributive Justice in Ambedkar’s Framework: The macroeconomic data on 

India’s fiscal deficit and debt-to-GDP ratio from 2010–2024 reveals a persistent trend of expansionary fiscal policies—

particularly after 2020—with the fiscal deficit peaking above 9% of GDP during the pandemic (Ministry of Finance, 

2023). While many orthodox economists raise concerns about fiscal prudence and credit ratings, Ambedkar’s state 

socialist vision placed primacy on redistributive justice through public finance. In his 1947 memorandum "States and 

Minorities," Ambedkar proposed land redistribution, universal education, and state ownership of key industries—

policies considered radical then but mainstream today in welfare economics (Rodrigues, 2002). 

The fiscal crisis, therefore, should not be framed solely in terms of deficit numbers but rather in terms of the social 

outcomes it finances. Public investments in education, health, and employment generation (e.g., MNREGA) have 

significant multipliers in low-income settings, reducing inequality and expanding the productive base. As Ambedkar 

asserted, economic democracy must precede or accompany political democracy (Zelliot, 1992). In contemporary terms, 

this means embedding equity audits and social impact assessments into budget design and execution—something only 

an Ambedkarite macroeconomic framework can institutionalize with philosophical and constitutional legitimacy. 

7.4. Monetary Reserves and National Security: An Ambedkarite Analysis: India’s foreign exchange reserves grew 

significantly between 2010 and 2023, reaching over $620 billion and including gold reserves exceeding 800 tonnes. This 

aligns with Ambedkar’s proposition that a credible currency system requires adequate reserve backing, though not 

necessarily under rigid convertibility. In modern strategic terms, high reserves ensure resilience against external shocks 

such as oil price surges, currency attacks, or financial contagion—as observed during the 2008 and 2020 crises. 

Ambedkar’s nuanced view on reserves was neither gold-fetishist nor fiat-optimist. He proposed a scientific balance 

where monetary stability would not come at the cost of developmental stagnation. In today’s context, this philosophy 

supports India’s effort to diversify reserve assets across currencies and gold, develop swap lines with friendly countries, 

and internationalize the rupee in trade settlements to reduce dependence on the dollar. These reforms are not only 

economically sound but ideologically aligned with Ambedkar’s advocacy of currency justice and self-reliance. 

 

The current monetary and fiscal challenges facing India—ranging from inflation, currency depreciation, and fiscal stress 

to external shocks—underscore the timeless relevance of Dr. B.R. Ambedkar’s monetary vision. His framework 

combined currency realism with economic justice, foresaw the need for sovereign flexibility, and called for a 

macroeconomic order grounded in social equality. In an era of rising global inequality, debt crises, and financialization, 

Ambedkar’s insistence on subordinating markets to constitutional morality offers a robust intellectual foundation for 

inclusive and sustainable policy reform. 

8. Conclusion: 

The analysis of Dr. B.R. Ambedkar's economic contributions, particularly his work on the rupee crisis and monetary 

policy, illuminates the enduring relevance of his insights in contemporary economic governance. Ambedkar’s critique of 

colonial monetary systems and his advocacy for a stable, rule-based currency system were ahead of their time and 

continue to serve as a foundational framework for addressing India’s modern economic challenges. This comprehensive 

deliberation on Ambedkar’s work, when juxtaposed with current macroeconomic realities, reveals striking continuities 

in the economic challenges facing India, notably inflation volatility, exchange rate depreciation, fiscal deficits, and 

external sector imbalances. 

Ambedkar’s core principles—monetary stability as a means of economic self-respect and sovereignty—remain a critical 

guidepost for contemporary policymakers. His warning against the misuse of currency management for short-term 

political gains resonates with current concerns about fiscal dominance and the central bank’s autonomy. The ongoing 
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tensions between inflation control and growth objectives reflect the delicate balancing act Ambedkar foresaw, 

advocating for long-term price stability and a disciplined approach to economic governance. 

The evolution of India’s Reserve Bank of India (RBI), while partially fulfilling Ambedkar's vision for a sovereign 

monetary authority, highlights the challenges of maintaining institutional independence amidst fiscal pressures. The 

RBI’s role in controlling inflation, managing currency volatility, and promoting financial stability remains vital, but 

Ambedkar’s cautionary stance against fiscal overreach continues to echo in debates about the bank's independence and 

policy effectiveness. 

Moreover, the empirical data analysis underscores that India’s economic vulnerabilities—particularly exchange rate 

volatility, fiscal deficits, and inflation—continue to mirror the structural weaknesses that Ambedkar identified in the 

colonial context. His critique of the monetary system, which he deemed disconnected from India’s real economic needs, 

remains pertinent today as the rupee continues to face depreciation pressures due to external imbalances. The structural 

dependence on energy imports and the impact of global shocks, such as oil price fluctuations, echo Ambedkar’s 

concerns about India's external vulnerabilities and the need for a more robust and self-reliant economic framework. 

In the context of digital currencies and the potential for a Central Bank Digital Currency (CBDC), Ambedkar’s 

emphasis on trust, transparency, and institutional accountability is timely. As India embraces the future of digital 

finance, ensuring that the monetary system remains equitable and credible aligns with Ambedkar’s vision of a currency 

system that serves the national interest and promotes social justice. The lessons from Ambedkar’s work—particularly 

his advocacy for a stable, predictable, and self-reliant currency system—continue to offer invaluable insights for 

policymakers navigating the complexities of a rapidly changing global economy. 

Thus, the integration of Ambedkar’s foundational monetary principles into contemporary economic policy is not just a 

historical exercise; it is an actionable blueprint for ensuring long-term economic stability, fiscal discipline, and inclusive 

development. By learning from his insights, India can strive towards a more resilient and equitable economic future, 

where monetary policy serves the broader goals of national sovereignty and social justice. The continued relevance of 

Ambedkar’s economic thought invites ongoing reflection on how to align modern economic practices with his enduring 

vision of a just and stable society. 
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