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PREFACE TO THE FIRST EDITION 

The end of the last Great War saw the emergence of 
great social and economic changes in almost all parts of 
the world. In India the franchise was greatly widened 
and the administration of the entire field of develop
mental activities was transferred to responsible ministries 
in the Provinces. An era of protection was inaugurat
ed shortly afterwards as a result of the recommendations 
of the Fiscal Commission. A decade of readjustment, 
in India as elsewhere, was followed by the great depres
ilion which affected India adversely in common with the 
rest of the world. The outbreak of the second World 
War has brought new and incalculable elements of dis
turbance with it. A new era of readjustment will have 
to follow the suspension of hostilities and it is clear that 
the planning necessary to meet tbe exigencies of the time 
will have to cover a very wide ground. To control the 
future, knowledge of the recent past is indispensable, 
and it was considered useful, therefore, to attempt a 
factual survey of the whole position. With this end in 
Tiew the available statistical material has been brought 
together in this handbook. The colour diagrams furnish
ed herein illustrate in a clear manner the numerous 
changes that have taken place in the various fields during 
the inter-war period. Wherever possible, figures for the 
pedod following the outbreak of the present war are also 
included. 

The handbook has been prepared by Mr. S. Subra
manian, Statistician to the Economic Adviser. 

T. E. GREGORY, 
Ecoftomic A dvi,~er to the Government of India. 

NEW DELHI, 

14th June 19«. 

NOTJ:.-The brief eom~ of this hand-book precludes any detailed referenee 
.. tbt' lIOurcee of informatlOn or tho methods of compilation adopted. The peou_ 
liaritips of individual aeriel!l prevent absolute unifonuity in tbe pPTiod. covered 
by the .everal tablC'S. Owing to the gradual expansion of the area covered by the
otatiatical publicatione (espeeiaIl~- in the case of Indian States) strict comp ..... bility 
.r the fi&uree for the Beveral years cannot be guaranteed. 



PREFACE TO THE REVISED EDITION 

In response to the continuous demand for copies of 
the Statistical Summary of the Social and Economil 
Trends in India in the Inter-war Period which firs1 
came out in April 1945. this revised edition is now issued 
to the public. In this edition. all the tables and charts 
have been brought up to date. including those on trade 
and industrial production. which could not previously 
include the latest figures owing to wartime l'estrictions. 
The introduction has also been rewritten in the light of 
the latest figures. 

Other improvements made in the edition are the in
clusion of tables showing the distribution of incomes 
assessed to tax. the amplification of the tables relating 
to joint stock companies and the insertion of 26 new 
diagrams. 

The greater part of the work of preparing Part II of 
the revised edition fell on Mr. T. P. Chatterjee. M.A., 
M.Sc., Assistant Director, Administrative Intelligence 
Room. 

A nnual figures for the war period under most of the 
heads will be included in a forthcoming publication 
entitled Stati,~tics relatinq to India's War Effort which 
it is hoped will be shortly released. 

T. E. GREGORY, 
Economic Adviser to the Govt. of India. 

NEW DELHI, 

The 20th October 1945. 
NOTE.-The brief oompa8~ of this hand.book precludes any detailed refeonere 

to the sources of infonnation or the methods of compilation adopted. The 
peculia.rltioe of individual series prevent absolute unifon:nity in the petioda 
covered b:-" the soveral tables. Owing to the gradual expansion of t;he area 
covered by the statistical pubIice.tioIlf!l (especially in the ea~e of Indie.n 8tatet) 
Met comparability of the figures for the several yean oannot be guan.uteed. 
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PART I.-INTRODUCTION 
None of the multitudinous events of the last twenty

five years in India can lay claim to a greater measure of 
social significance than the rapid growth of her popula

tion during this period. While many 
Western countries are deeply concerned 

with the problem of arresting an imminent decline of 
population, the immediate problem in India remains one 
<>f combating the heavy pressure on the nation's resources 
caused by an increase in population of more than 4 
million people every year. 

This high rate of increase has been largely due to 
.a significant fall in the infantile as well as the general 
mortality rates which declined from 198 to 158 (:per mille) 

Kortalil, Raleo and from 31 to 22 (per mille) respec'tive~y' 
between the years 1921 and 1941. It IS 

argued that India.'s vital statistics are defective and 
.that eonsequen'tly figures such as the above are not 
reliable, but it' is nnlikely that the relative propor
tion of lInl'l'corded deaths was larger in 1941 than in 
1921; on the (;ontrary, the more efficient recording of 
later years may well have hidden a sharper decline in 
mortality rates. The extension of medical and public 
health facilities has been an important factor that has 
·contributed towards the decrease in mortality rates. It 
may be mentioned here, for example, that the number of 
hospitals and dispensaries nearly doubled during the 
period and that State t'xpenditure on medical and public:: 
hea Ith services in 1941 was nearly half as much again as 
in 1921; epidemics such as cholera, plague, small-poI 
and malaria have been brought under progressively 
greater control on the preventive as well as on the cura
tive side. The reduction in mortality from these causes 
has been particularly marked during the last decade. 

The birth-rate has, at the samt' time, remained at a 
bigh level and although very recently it has shown a 
tt'n(lf'nC'y to decline owing, among other reasons, to the 

restrictions on child marriage which arose 
Birlh Rate part Iv from State legisla'tion and partly 

from a ehange of outlook among the people-it has 
a long way to go before it can claim to have neutralized 
the decline in mortality rates. It mav be contended that 
.dnring the last seventy or eightly years taken as a whole 
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India's popula'tion has not increased as fast as that of 
other countries and that avaiIable statistics (in spite of all 
their limitations) of per capita consumption of ar'ticles 
such as cloth, sugar, kerosene, etc., still indicate that the 
increase in population has not necessarily resulted in &. 
g~llral fall in the standard of living but it cannot be 
denied that the desire to have a higher standard of living 
implies, under present conditions, some res'triction of 
numbers, 

When a steadily increasing population is arithmeti
cally divided into a total area which changes little, the 
overall density of population will naturally show a 

Denaily parallel increase but the density by itself 
cannot be treated as a reliable index 

(If over or under-population, It is a welJ known 
Cact that the density of population in India is largely 
conditioned by rainfall and soil fertility; numerous 
instances can be pointed out of a rural a.rea having a 
larger density than an urban area, The position has 
shown no fundamental change between the censuses of 
1921 and 1941, but one should uot overlook the fact that 
during this period the Indian States have shown a 
larger relative increase in density than British India. 
It should be stated here that the Indian States are not so· 
densely populated as British India. 

It is not generally realized that in this 'Jan<l of' 
villages' therE' has been a steady process of urbanization 
for 'the last twenty five years. The pace of urbanization-

U baDIsaII has been particularly rapid during the-
r 011 thirties. This is evident from the fact 

that during this period the number of cities with a popu
lation of 100,000 or more increased from 35 to 58 and' 
the aggregate population of these cities rose from 
9 millions to 16! millions. The decennial rate of increase
of urban population in British India was relatively 
high at about 20 per cent in the twenties but it was 
higher still at more than 33 per cent in the thirties IlS 

compared with only 9 per cent ana 13 pl!r cent resoec
tively in the case of the rural population, The position 
is. broadly, the same in Indian States. Among the
reasons for the shift of population towards the urban 
llreas are-

(i) industrialization, which tends to produce large 
nggregntions. 
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(,ii) the attractiveness of city life to the middl& 
class Indian, 

(iii) the availability of the best education only in. 
towns"'. 

As pointed out by the Census COIIlmissioner for 1941, 
however, the substitution of electric power for coal may 
be expected to lead to a gradual dispersion of towns, It 
should be mentioned in this connection that the electri
city statistics of the last six years (earlier figures are not 
available) reveal an increase in the output of energy of 
about 50 pel' cent. The greater part of the output is 
accounted for by industrial consumption. 

A feature of Indian population figures which has 
attracted a great deal of attention is the steady move
ment of the sex ratio against the female, The declining 

Sa Kat! trend which has been continuous since the 
o beginning of the century applies equally to 

all communities in the countrv, In onlv two Provinces, 
namely Madras and Orissa, ii there anything like nume
rical equality of the sexes; in all other provinces the 
defieiency of women is striking, Any attempt to explain 
this fact involves corrtl'oversial issues, but one considera
tion seems to have found general acceptance namely that 
ill all age groups below 40-45 the wastage of female 
lives is rather high, '. 

One of the most welcome revelations of the Census 
of 1941 has been the comparatively rapid spread of 
literacy, particularly during the thirties, among all 

LiteracJ classes. In 1921 the total number of lite-
rates in British India was less than 15-

millions, There was a smalJ increase of 3 millions in 
the decade 1921-31 but it was in the next decade that 
the real improvement took place; by 1941 the number of 
literates had exceeded the 37 million mark, The propor
tion of literates in the total population thus increased 
from 6 per cent to 13 per cent in twenty years. The 
gradual extension of democratic institutions-which 
meant, incidentally. the conferment of the right to vote 
on large sections of the population-has perhaps been a 
powerful indirect force behind the new desire in the' 
common mind to be able to read and write, and it may 

·Y ide Census of India. 094 J) Vol I. Part I pllg& 26~27. 
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not be irrelevant in this context to draw attention to the 
large number of printing presses and newspapers that 
were started during the period. The primary education 
.drive initiated in the early twenties by the various Pro
vinces would also claim its share of the credit for the 
.spread of literacy particularly in rural areas but so long 
.as the absolute number of illiterates remains at a high 
level and refuses to show a significant decline, the posi
.lion can hardly be called satisfactory. 

In assessing the full significan<.:e of the progress of 
primary education in recent years allowance has to be 
made for the wide variety of hostile factors against which 

the State has had to contend, for instance Edu_ 
the withdrawal of children from school as 

.soon as they reached the working age, the indifferent 
health of undernourished pupils, and, in the case of girls, 
the purdah system. Again, although a number of Pro
vinCial Acts empowered the educational authorities to 
introduce compulsory education upto a certain age, the 
practical difficulties in the way of enforcing attendance 
at schools have proved insuperable. Yet another factor 
has been the dearth of qualified teachers resulting from the 
low level of salaries offered as well as the fact that 
rural life remained too duli for persons who had receiv
-ed a higher education. Despit~ all these difficulties it 
may be noted that the number of children attending pri
mary schools increased from 6 millions in 1920-;11 to 
nearly 12 millions in 1940-41. 

Secondary education has also shown a corresponding 
improvement. The total number attending secondary 
schools was jnst in the neighbourhood of a million in 
19:20-:21 but in 1940-41 it had grown to nearly a millions. 
Only a comparatively small absolute number of scholars 
have been going into the colleges; but the number 
.of such scholars has shown a proportionate increase, 
although the strength of the Professional Colleges has 
not increased as last as that of the Arts and Science 
colleges. Vocational education was not popular in India 
in the early stages of its introduction, but the fact that 
the strength of technical and industrial schools 
quadrupled in two decades is positive evidence that the 
old prejudice against this type of edueation is vanishing. 
All these changes are of very great interest, but actuaJly 
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tLt; lliOSt lnteresting feature of ra:ent educational statis
ties has been the relative quiekness of intellectual 
awakenlllg among women as illustrated by the trebltng 
of girl scholars in schools and colleges between 19:21 and 
1941 as compared with a mel'e doubling in the Jlu!llber 
of boys during the same period; and while the war pro
vided a temporary setback to male education, female 
edm:ation managed to follow its pre-war trend, 

This progress in the field of etiu(;ation could not ~ 
achieved without expenditnre on Ii relatively liberal scale 
f!'Om State and other funds. Tile annual expenditure on 
recognized educational institutions was less than Rs, 16 
cro1'es in 1920-:11 but in 1940-41 tilt' figure had increased 
to Rs, 30 ('rores and about one half of the expenditure 
had throughout heen met frOIll UovernlIl!'nt funds. The 
total expenditure showed a small inereast' of Rs. 2 crores 
bpt we('ll 194\ and 1943. 

As pointed out in all earl ier pal'llgraph, ont' of the 
sevel'8! fadors that have contrillllted to thf' inl'reflstng 
degree of urhanization of India's popUlation has been 

IodllllrialiulioD 'the pl'Ogress of Industrialization. and it 
. lIlay DOW hE' profitable to study In some 

detail how this indllstz'ializatioII has come about. 
Although the ~asi,' I'aw lIIatl'rials of industry were 
present in great abUlldalll'e in the country, it was not 
until the early twenties of this ('en t.u n' that general 
aeceptance cmild hp fonnd- for the p1'()position that. with 
the df'velopment of thp necessary manufacturing pro
cesses, it wonld he possible to effed a gradual disphH'f'
meI.1t of various categorie, of imports hy home-made 
artlCles, The pace of industrial dpYl'lopment since tha t 
period wa~ grf'atly accplprated by Goyel'fiment a>lsisLmce 
both by wa~' of grnnting tariff pl'Otection in deservlllg 
cases and of giving pl'efNPlIl'e to the products of Indian 
industry in pUl'l'hnsing GOVPrJlment requirements_ T~e 
prospect of continued Government help and the Ilntlct
pat IOn of h:JIldsOIlle profits pll\'ou\'aged the flow of prtvi1l(' 
capital int() indll'tr~·. The profits of companies wpre 
aff!'Cted to a {'('rt!lin ,,'(tpnt ill th(' Depn>gsioll hut in lat~I' 
years all th(' indnstl'ies with the exc-eption of .iut{' ag;l111 
began to look Ill'. The War helppd ~II the indust.ries ~o 
get over their difficulties and !7l'f':lth- improved their 
profit-earning capacity. but as it was, jute could not 
remver its 1928 level of pro~perity even h~- 1943, 
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The jute manufacturing industry had to face numer-
late ous troubles during the last twentyfive years 

but in the period taken as a whole, it does 
show a fair degree of improvement. 

The outstanding instance of an industry which was 
greatly fostered by State encouragement is iron and 
steel. The real growth of the industry took place in the 

Iro d Steel last twentyfive years and it is remarkable 
n an 'that the industry recorded its most rapid 

progrei's during the world depression. Between the year 
19:12-33 (when the regular collection of production figures 
started) and the year 1 !)4:~-44 the ingot output increased 
from less 'than 0·6 million tons to 1·4 miJIion tons. 
During the same period the output of finished steel 
rose from 359.000 tons to about a million tons although 
in 1942-43 it had fallen to a rather low figure owing 'to 
labour troubles connected with the political uncertainty 
of the period. This development was accompanied-as 
can be judged from the figures of employmenl--by an 
expansion of the activities of various ancillary industries 
such as foundries and structural steel and wagon build
ing industries, the last named of which had received an 
early promise of preference from the railways. 

The cotton textile industry-which, incidentally, 
was one of the few Indian industries which could possibly 
have benefited from the Swadeshi movement-recorded 

cot! T . such good progress in the inler-war period 
011 mil •• that the share of imports in the cloth 

requirements of the country decreased from about four
fifths to much less ·than a fifth. The number of mills 
increased from 255 to 415, ~he number of spindles from 
6'6 millions to 9·8 millions and the number of looms 
from about 118,000 to 199,000. The output of yarn 
more than doubled in weight and the output of piece
goods nearly trebled in length. Many technical improve
ments were effected by the industry during the period 
the chief among these being the installation of modern 
machinery for spinning and weaving and the develop
ment of 'new bleaching. dyeing, printing and finishing 
processes. Despite various wartime difficulties e. fl., 
shortage of mil! stores, the industry was able to show 
an increase in the annual output of piece-goods to the 
extent of 600 million yds. during the war. but this 
additional output was clearly too small to be able t() 
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offset the almost complete disappearance of imports and 
the rising tempo of defence demand. 

The history of the sugar industry in India may be 
said to begin with the grant of protection to the indus
try. The output of sugar which was only about 300,000 

1-
tons in 1932-33 has now risen to over a 
million tons. The industry had to contend 

for a time against troubles of an internal character but 
the outbreak of war enabled the industry to put its house 
in order. In fact, judging from the record of the in
dustry during the war period it can well be said that it 
·is foremost among the industries which have fully justi
fied the assistance given to them by the State in their 
initial stages. 

The paper industry would have languished in the 
decade following the last war but for the protection 
granted to it in 1925. The duty imposed on imported 

p WOOd-pulp some years later was instru-
. aper mental in the development of the production 

of mdlgenous bamboo pulp which is now the main raw 
material for paper making in the country. The produc
tion of fine writing and printing paper increased rapidly 
in the thirties; the same was the case with kraft or 
packing paper. The war has further accelerated the 
production of these varieties. The experience with 
newsprint was wholly different, however; in the absence 
of proper raw materials for making mechanical plup, 
the efforts made by the Forest Research Institute to pro
duce newsprint in the conntrv have not proved successful 
so far and the whole of our annual reqnirements totalling 
about 50,000 tons of newsprint has to be imported from 
abroad. Owing to a severe curtailment of imports. the 
newsprint situation in India deteriorated considerably 
during the war and the available supply had to be put 
under rigorous control. 

Among the industries that were struggling for 
existence in the early years of the period but which 
stabilised themselves without direct outside assistance, 

firs't mention should be made of the cement 
0.-.' industry. It staged a surprising recovery 

in the thirties on the basis of a mutual agreement and the 
greater part of the cr~dit fo~ the enormo,;!s increase in 
the consumption of this relatively new bUlldmg material 
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goes to the industry itself. indian output of cement was 
only slightly less than a million tons in 1936-37 and by 
19:J8-39 the figure had risen to more than a million and 
a half. The new demand "rea ted by war requirements 
helped to maintain the rising trend of production and the 
latest output fignre is around two and a qnarter million 
tons. Imports of foreign made uement simultaneously 
dwindled to almost nothing. 
. Steel, Sugar, Paper and Cement are fonr major 
lllstanees of industries which have heen able to find their 
feet in recent times but there are several smaller industries 

which may be said to have been bor.Q. 
Painll BDd Soap. h h" f h' A III t e t Irtles 0 t IS country. mong 

these compara'tively new industries are paints and soap; 
at the outbreak of the World War II. although many 
important C'onstituents p.g .. the finer varieties of pig
ments for the paints industr~ and soda-ash for the soap 
industry had still to be imported from abroad, the 
position was that two-thirds of the country's require
n\ents of paints and almost the whole of the supply of 
soap l'ame from loC'al production whereas at the end of 
the last wa r olll~' a ver~' small proportion was so met in 
either ['ase. Both thE' paints and soap industries appear 
to have successfully withstood the raw material shortage 
(luring the war and havp actually forged ahead as is 
evidenced b~' a doubling of production in the case of the 
former and a 75 per cent increase· of employment in the 
ca~E' of thE' IllttE'r. 

The rapid progress of the 'Indian' match industry 
which eommE'nced in 1926 when it was given protection 
was further accelera'ted bv the discoverv of indigenous 

Match.. supplies of splint wood and by 1938-39 the 
production of matches had risen to 21 

mi Ilion gross boxes representing roughly 95 per cent of 
the totlll consumption. The output showed a further 
increase to 23 million gross boxes in 1940-41 but owing 
to the acute shortage that had a risen hv that time in 
thE' supply of chemicals the production declined sharply 
to 15 million gross boxes in 1942-43, although the latest 
figure shows a slight improvement. Imports which had 
become negligible even by 1936-37 improved temporarily 
to about 2 million gross boxes. but this could hardly 
offset the dE'r\inE' in local production. 

-In Britiah India, tho average dQ.ily number or pe1'8OnB employed in soap 
industry waa 3.222 in 1944. 68 ags.inst 1.838 i.n 1938. 
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The development of the Indian chemieal industry 
was handicapped from the beginning by the absence of 
indigenous supplies of sulphur and, in view of the fact 

that the industry had no outside assistance 
other than a measure of protection for the 

short period of less than 2 vears in the earlv stages, the 
increase in the output of suiphuric acid by more than 76 
pel' cent in ten years should be considered a creditable 
achievement for the industry. It should also be men
tioned that almost the entire increase in output was 
accomplished during the war. The other aeids also 
showed a similar improvements; but in the case of salts, 
the progress was not an uninterrupted one. The pro
duction of ammonium sulphate, to take one instance, 
which increased f\'Om 8,000 tons in 193:2-33 to 18.000 
tons in 1936-37 fell to 15,000 tons in 1938-39. It has 
been suggested that the withdrawal of protection from 
the chemical industry did not affect the production of 
acids greatly as the high freight rates on imported ac!ds 
provided a fortuitous measure of protection to Indian 
producers, but the contrary was the ease in respect of 
mlts. It is true that the annual production of ammo
nium sulphate increased to about 28.000 t.ons in 1940-41 
but it has since fallen to less 'than 22,000 tons. The 
fact is that, although the war opened up splendio oppor
tunities for the industry both directlv and indirectly 
e.g., the propaganda for' nitrogenous . manures in con
nexion with the campaign for growing more fooo on the 
one hand ano the cessation of foreign competition owing 
to wa rtime conditions of trade and transport on the 
other. the capacity of the industry clearly acted as an 
nnfortunate limiting factor in this direction. 

Chemicall 

An obvious gap in the country's production of chemi
cals is in respect of alkali .. particularl~' soda-ash. t~e 
available supply of which remained the only obstacle In 

the way of a more rapid expansion of the soap and glass 
industries in recent years. 

The growth of organised industry could. not but 
necessitate various readjustnlents in the SOCIal and 
economic set-up of the COllntn". In the first place, the 

Deeline 01 rural handicraftR which had already been 
Ilaodlcraltl greatlY shaken by the relative cheapness 

of imported - articles presumably received a further 
setback from Indian facton products. There were how
ever two favourable factors which enabled the handloom 



10 

industry to face its troubles successfully and these were 
Drst, the impetus given by the national movement for the 
.revival bf the clial'ka and second, the encouragement given 
to the industry by the Central and Provincial Govern
ments by way of money grants, establishment of weavers' 
co-operati ve societies and other measures. With the 
shrinkage of other handicrafts, a large number of arti
sans must have been thrown out of work and while a 
proportion of these were no doubt absorbed by the 
expa!!ding organised industries, the rest had to fall 
back on agriculture for their livelihood, thus increasing 
the already heavy pressure on land. 

Another and more L'Omplicated social problem created 
by industrialization was that of industrial labour. A 
growing consciousness of its rights on the part of labour 

Induotri.1 and the fast increasing strength of labour 
... bov organisations (as evidenced by a six-fold 

increase in the number of trade unions in ten years) 
resulted in frequent ou'tbreaks of strikes, the most severe 
of. which occurred in 1928, affecting three important indus
tries viz. cotton textiles, iron and steel, and railways. 
While labour was attempting by means of concerted 
action to effec't an improvement in its economic position
and the seanty material that is available in regard 
to the earnin[ls of labour would indicate a sustained 
rise in real wa~es in the last 'cwentyfive years-the 
State was activelv engaged in the task of ameliorating 
the working condItions of labour by means of legislative 
action. Among the important reforms effected in this 
way were the regularisation of the hours of work in fac
tories, the prohibition of night work for women and 
children, the raising of the minimum age for cbildren, 
widening the scope of the Factories Act so as to include 
smaller factories as well, the guarantee of compensation 
for workers disabled by industrial accidcnts. and the 
prohibition of unauthorised deductions from wages. But 
a gre<'lt deal remains yet to be done particularly in 
regard to the provision of medical, educational and 
honsing facilities, although some progress has already 
been achieved in these directions as a result of the 
efforts of PIDployers and private philanthrophic organisa
tions. The part played by the system of inspeetion 
prese'ribed nnder the Factories Act in accelerating the 
progress has not been inconsiderable, 
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The .third and most important outcome of the policy 
of industrialization was a significant change in the com· 
position of India's import trade. Imports of finished 

OompClliIiOD of goods accounted for 84 pBT cent of the 
Trade to"tal value of imports into British India 

(inclnding Burma) in 1920-21. In 1936-37 the corres
ponding percentage had declined to 75 and .in .values 'the 
fall was from Rs. 274 crores to 92 crores; If Imports of 
machinery and millwork were excluded, the percentage 
figures would show a decline from. 77 to 63 corresponding 
to a faU in values from Rs. 252 crores to Rs. 78 crores, 
The striking fall in the physical volume of imports of 
cotton piecegoods, iron and steel manufactures and cement 
and the almost complete disappearance of imports of 
sugar, soap and matches, together with the simultaneous 
increase in the volume of inland 'trade in these articles, 
should serve as a measure of the extent to which imports 
Qf finished goods had been displaced by indigenous pro
-duction. 

An even more remarkable development on the import 
side was the steady increase in the share of raw materials 
from 5 per cent in 1920-21 to IG per cent in 1936-37; and 
during a period in which the total value of imports 
declined by nearly two-thirds, the value of .imports of 
,aw,materials increased by more than a tenth. 

The above tendencies were greatly accentuated by the 
war and the position in regard to trade in 'private 
merchandise' as revealed by the latest figures is that in 
1944-45, manufactured articles formed only 31 per cent 
{If total imports while the share of raw materials had risen 
to 'the high figure of 58 per cen(. 

India's increased demand for foreign raw materials 
before the war was not, however, accompanied by a 
decline in her raw material exports; on the contrary, 
between 1920-21 and 1936-37 the proportion of raw mate
rials in total exports increased from 45 per cent to 53 
per cent. During the same period the percentage share 
{If manufactured goods in the total exports declined 
from 36 to 26, owing chiefly to a steep fall in the value 
{)f exports of cotton and jute manufactures. 

Thus it would appear that, before the outhreak of 
'War, the progress of mdustrialization was reHected to a 
greater extent in the development of the e3ftating indus~. 
tries catering mostly for the internal demand for finished 
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goods than in the establishment of new ind:ustries with a 
view to utilizing the indigeneous raw materials in manu
facture for export purposes. The outlook, however, ha~ 
obviously undergone a vital change during the war; thia 
is well illustrated by the fact .that the proportion of raw 
materials in exports has fallen to 21 per cent while the 
export of manufactures has risen to 53 pllT cent. 

The changes in the composition of trade were accom
panied by even more remarkable changes in its direction. 
In 1920-21, 61 per cent of the imports were derived from 

DirecIioD 01 Trad the United Kingdom but in 1936-37 only 
• 38 per cent came from that coonlry. Only 

a small portion of the trade lost by the Cni'ted Kingdom 
was captured by the other Empire countries whose share 
increased from 5 per cent to II per cent while foreign 
coun"tries (particularly Germany and Japan) improved 
t.heir position from 23 per cent to 44 per cent but at the 
same time the share of the United S'tates declined from 
11 per cent to 7 per cent . 

. During the war the share of the United Kingdom fell 
steeply to 20 per cent bu·t the United States wholly filled 
the gap. The share of t.he Empire Countries showed a 
marked rise in the first two years of the war but with the 
loss of Burma 'their share declined to 19 per cent. The 
friendly foreign countries which initially exliibited a. 
declining tendency improved greatly in the last years of 
war owing chiefly to the large imports of mineral oils from 
tran. 

The main changes noticeable in the direction of e:cport 
trade were an increase in the share of the United Kingdom 
from 22 per cent to 33 per cent between 1920-21 and 
J936-37, a decrease in the share of the res't of the Empire 
and the United States from 21 per cent to 14 per cent and 
from 15 per cent to 9 per cent and a relative s'tability in 
regard to the other foreign countries. The war reduced 
the share of the United Kingdom but this reduction was 
more than balanced by an increase in the share of the 
United States: while the decrease in the share of the other 
foreign countries was nearlv offset by the increase in the 
relative offtake of the Empire Countries other than the 
Unif.OO Kingdom. . 

An interesting conseQuence of the above shifts in the 
direction of trade was the introduction of a 'bilateral' 
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tendency in India's trade with the Empire as a whole .. I!1 
1920-21 the Empire took only 43 per cent of India 8 

exports but supplied 66 per Cf1nt of her imports but by 
1936-37, the proportions had very nearly balanced them
selves at 47 and 49 per cent respectively. This movement 
was further accelerated by the outbreak of W orld War II 
and before the loss of Burma (1941-42) the Empire's share 
of India's exports as well as imports was 61 per cent. In 
1944-45 however, the Empire look 65 per cent of India's, 
exports but supplied only 39 per cent of her imports". 

Of equal importance with the remarkable changes
that took place in the composition and direction of. 
India's trade were the developments concerning her' 

01 Trad balance of trade. Only on rare occasions did' 
Bal&lJee • India's total imports exceed her exports
as for instance in 1920-21 and in the succeeding year; the
merchandise balance of trade has remained continuontlly 
in her favour since then and the size of the balance was' 
large enough to permit a considerable importation of gold! 
and silver even after meeting the country's external obli'
gations. This continued upto the early thirties, but the 
trade depression had become very severe by this time and 
the prices of India's exports had fallen more heavily than 
t.hose of her impor"ts; and as a consequence the meroa..n
dise balance of trade dwindled to almost nothing. 
This would have led to difficultie.s with regard to India's 
external payments, but following 'the steep rise in the 
rupee price of gold resulting from the monetary events 
of the period, India bad become It net exporter of this 
precious metal. The balance of ~ransactions in treasure 
which had thus turned in India's favour largely made 
up for the decline in the merchandise balance of trade. 
Export5 of precious metals declined during the war but 
the merchandise ba!ance remained at a rela'tively high 
level upto 1943-44: III 1944-45. on the other hand, owing 
to a large increase in imports, the visible balance of trade 
fell to Rs. 31 crores from Rs. 95 crores in the previous 
year. A decrease in the balance of 'trade does not, how
ever, have the same significance now as it bad before the 
war for India's external debt position has undergone a 
fundamenbal change during 'the war. 

• ·The 88p&1'&tion of Burma in April19!J7 miglit affect eomparabilitv tIJOm.ewbat 
bU\ it i. not likely to affeet aJ"lreciabty the broad conclusions embodied -in tbe. 
preeeding JI"'I'j!Nopho. 
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'The gradual displacement of imports by indigenous 
production did not, apparently, have any adverse effect 
&n the customs revenues of the oouutry. This was due, 
Pubr I'i!l on the one hand, to the greatly increased 
. .. anoe duties imposed on imported manufactures 
in pursuance of the policy of protection and on the other, 
:to the increased revenue derived from the larger imports 
of foreign raw materials. Further, as more and more 
industries became firmly established, it was found 
possible to levy small excises on 'the products of those 
industries. The pre-war yield of the excise duties was, 
however, not of a very high order relative to the 
yield of customs duties. (The increased receipts shown 
under excises during the period 1934-35 to 1936-37 
were attributable to the duties on motor spirit and 
kerosene which brought in a larger inoome, chiefly from 
Bunna). With the outhreak of the war and the 
contraction of customs receipts resulting from the shrink
age of overseas trade, an increasing portion of the gap 
thus created had to be filled by the excises. By 1943-44 
the yield from central excise duties had increased to 
nearly 25 crores of rupees with the result that it had 
Ievl;lIed up with the yield of customs, whereas in 1921-22 
'he ratio of excise revenue to customs was hardly 1 in 11. 

An equally important development relating to the 
revenues of the Central Government has been the steady 
shift from indirect to direct taxation. In 1921-22, in
boom.. A"' .... d come and corporation taxes contributed 

10 Tax only half as much as customs and central 
excises. but in Hi43-44 the la tter sources yielded only half 
as much as the former; thus the position had been com
pletelv reversed. An interesting sidelight of the income 
tax a~5esslllent statistics is the stability of the totltl 
income of assessees ranging between Rs. 2,000 and 
Rs. 10.000 per year in the decade preceding the War. 
The higher incomes fell steeply during the period, but in 
five years of war they had more than reoovered the lost 
grOlind and in number, as well as in aggregate value, 
the,' had doubled and trebled. Individual incomes other 
tha'n salaries more than trebled in total amount during 
war time, while the total income from salaries showed 
only a moderate increase of 22 per cent. Inoomes of Hindu 
undivided familie~ which had fallen to a rather low 
figure in 1938-39 had increased nearly three-fold by 
1943-44. Income from interest on securities showed 'ln 
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appreciable fail during the war, the worst affected secu
rIties in this respect being those issued by local autho
rities and companies. Company profits very nearly 
quadrupled between 1938-39 and 1943-44, but it should 
be remembered that the greater part of the increase had 
to be set off against the excess profits tax. 

For full twenty years after World War I, civii 
expenditure in India remained more or ·less stationary 
while expenditure on Defence Services declined by nearly 
Central Esper.- 25 crores of rupees. The proportion of ·the 

dilure total expenditure of the Central Govern-
ment accounted for by Defence Services was abou't 
55 per cent in 1920-21 but by 1938-39 it had fallen to 43 
per cent. After five years of World War II, it rose to 
the high figure of 75 per cent of the total expenditure; 
and while Defence expenditure had increased ll{·arly 
sevenfold. civil expenditure did not even double itself 
between 1938-39 and 1943-44. 

A noteworthy feature of the Provincial budgets of 
the inter-war period was the increa.se in th~ incomi~gs. of 
the Provincial Governments notwlthstandIllg a sIgmfi-

. cant decline in their receipts from land 
PIovincialFmance revenue, liquor excise, and stamp duties 
which between themselves accounted for about 90 per 
cent of 'the total receip.ts of Provinces in 1921-22; by 
1936-37 the share of these major items had fallen tQ 
about 60 per cent. .Am?ng the factors. ~hich contri~uf:ed 
to this 'transformatIOn III the composItIOn of pronnClal 
revenues were:-

(i) The in~re~ed. revenue from the greatly extead
ed IrrIgatIOn works, 

(ii) larger receipts from State-owned· educational, 
medical, and public health institutions and 
also from the Departments of Agriculture 
and Industries, 

(iii) the refunding of a portion of the proceeds of 
the jute export duty to the jute growing 
Provinces, 

(iv) the initiation of a system of subventions to 
the deficit Provinces in the early thirties. 

The remission in 1927-28 of the oontributions which 
had to be made to the Central Exchequer bv the Pro
vinces under the Meston Settlement released further 
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funds which were badly needed by the latter. With the 
inauguration of Provincial Autonomy in 1937-38 and 
grants made to the Provinces by the Central Government 
under the Niemeyer Award from the proceeds of income
tu, Provincial revenues showed further increases. The 
Provincial Governments have also levied new taxes to 
augment their revenues and the present position is that 
-.ucl:t less than half the total revenue is found from the 
OIce major items, land revenue, liquor eXCise and 
stamps. 

The only restrictions on the scale of expenditure of 
the Provinces at the moment arise from the need to find 
funds from taxes or loans and it is noteworthy that the 
Provinces have now the right to borrow freely on the 
security of their revenues subject, in the case of one or 
two Provinces, to the formal permission of the Central 
Government. 

A concomitant of the vast structural changes in 
India's foreign trade in recent years was their somewhat 
adverse effect on Railway revenues. Previously many of 

the consump"tion needs of the country used 
to be met from imports and the trans

pmtation of these goods to the remote centres of 
consumption involved long haulages by the railways; the 
~orts of raw materials involved equally long hauls to 
ports. In later years, however, many of the articles of 
«IIJ.sumption were in an increasing measure manufactur
ed locally, and in most cases from indigenous raw 
materials, and this caused a general decrease in the 
volume of railway traffic in both directions. Added to 
this was the gradual dispersion of manufacturing cen
tres in the interior which resulted in a general shortening 
of the hauls of even indigenous raw materials and 
manufactures. This is amply illustrated by the fact 
that although between 1923-24 and 1938-39 the volume 
of goods traffic increased hy 29 ppr cent. the number of 
goods 'ton-miles' rose by about 21 per cent only. But the 
trend was reversed during the waJ; owing to movements 
for Defence purposes: and an increase of less than 16 per 
cent in the volume of goods moved led to a rise of nearly 
28 per cent in the ton-mileage. 

Another factor which contributed to the difficulties 
of railways in the pre-war years was the problem of 
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.. oad competition in regard to goods as well as passenger
traffic. The development of road transport 

Rood< was really necessary in the wide country-
~ide which remained outside the reach of railways, but:. 
what happened was thaI motor transport tended to 
-concentrate rather on routes that were already served by 
railways. It also turned out that as a result of the high 
wear and tear of the main routes resulting from the heavy 
.traffic, the larger part of ·the funds earmarked for road 
improvement had to be spent in keeping these routes in 
good condition. The extension of metalled road mileage 
in remo'te areas was thus retarded and the bullock cart 
-continued to remain the mainstay of rural economy. A 
noteworthy feature of the wartime road transport statis
tics was the sharp decrease in the number of registered 
motor vehicles running which resulted from lack of 
imports of vehicles for ordinary transport purposes and 
the shortage of motor fuel, but it may be expected that 
the end of the war will alter the entire position. 

Thanks to the Empire Air Mail Scheme which was 
inaugurated in the early thirties, air transport in India 
·developed at great speed and priva'te enterprise could 

Aviation and justifiably claim a large share of the credit 
Broadcasting for the p'rogress made. Side by side with the 

.development of wireless facilities for aviation purposes, 
considerable improvements were effected in wireless 
broadcasting. There has been a very large increase in the 
.number of civilian broadcast receiver licences in the course 
·of the last seventeen years bu't the latest figure of 194,000 
would appear highly inadequate when viewed against the 
immense possibilitieR afforded by a large population, 
;growing literacy, and increased interest in world affairs. 

In the last twenty-five years there has been some 
;a,ppreciable expansion in the postal and telegraph ser
vices. In addition to this, the conn try has been provided 
~ ..... T.legrapbl with a network of 'telephone communica-

and Tel.phon.. tions; the number of telephones connected 
increased from 37,000 to 89,000 between 1923-24 and 
1939-40. Bv 1943-44 the number had increased to 
116,000. .. 

Included among the activities of the Post Offices are 
t'he provision of Money Order facilities for small sums, 
the Value Payable system and the Post Office Savings 
? 0lIl00 Sa",,11 Bank whose primary aim is 'to provide a 

JIaDt safe invet\tment for the small saver. Th~ 
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popularity of 'the bank increased greatly in the period 
between the wars as evidenced by the increase in th&
nll;lll~r of depositors from 1·8 millions in 1921 to 4·2 
mIlho!ls III 1939; during the same period the balance of 
deJloslts nearly quadrupled itself. The oulbreak of War 
whICh was accompanied by the inevitable psychological 
stresses and strains. however, caused a decline in both the 
number of depositors and the balance of deposits, 'the 
former declining to 2·6 millions and the latter to Rs. 52 
~rores by 1943. But the position showed a quick 
lmprovemeu't after that period. The newly started 
D~fence Savings Bank alone had 2·3 million depositors 
WIth a balance of Rs. 3t crores on 31st March 1944 giving 
an average deposit of Rs. 15 per head. 

Mention should be made, in this context, of the Pf()
gress made by Indian Joint Stock Banks in recent years. 
The banking crisis of 1922-23 seriou~ly affected the 

Bauking 
volume of deposits of these banks and th& 
recovery was so slow that it was only after 

ten years that the deposits again reached the 1921 
level. The improvement was rapid after 1933 and hy 
1937, the deposits had reached the figure of lli. 10~ 
crores. The Co-operative Banks which formed the main 
source of finanC'e for agricultural operations were, on the 
other hand, greatly affected by the trade depression; th& 
deposits and loans held by these banks which were about 
lli. 40 crores in all in 1931 declined bv more than Rs. 1 
crores in the succeeding year and . the improvement 
noticed from 1933 was so slow ~hat even bv 1941 th& 
deposits had not been restored to the 1931 ·figure. By 
1943, however, the deposits had increased to Rs. 48 
crores. 

The Exchange Banks which were in the earlier years
mainly concerned with the financing of foreign trade had, 
perhaps, latelv begun to look upon deposit banking as of 
grl'ater importnnce; but althollgh the\' were able to show 
a fairly large increase in deposits in the war vears. th& 
Indian' .Toint Stock Banks did better still in this respect; 
the latter class of banks had increased their dep08its 
from Rs. 107 crores in 1938 to Rs. 36() crores in 1943, 
whereas the formf'T could go UD to onlv Rs. 140 crores 
from Rs. 67 ('rores in 1938. The greater part of the 
increased deposits of both clas!'Ies of banks wen't info 
im'e8tment in GO\'ernment securities directlv or through 
the Reserve Rank and only a relatively SW.IIH portion was 
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accounted for by business advances. Thus, while in 
1938-39, one half of the liabilities of Scheduled banks. 
was taken up by advances and bills discounted, in 1943-
44 only a quarter could be accounted for in this way. The 
ratio improved to 30 per cent in 1944-45 and it may b& 
expected to increase further. 

An important landmark in the bankinghistory of the 
last twenty-five years was the inauguration of the 
Reserve Bank of India in 1935. The supervision exer
cised by this body in banking matters generally should 
greatly have benefited both banks and depositors. 

In the allied field of insurance the outstanding deve
lopment was the rapid progress of the new life business 
of Indian Companies and the gradual reduction in the 

LIIe AII1Ironoo new business of non-Indian companies in 
the pre-war years. The outbreak of war 

which coincided with the tightening up of the control of 
insurance business saw a shrinkage in both the number of 
new lives assured and the sum assured by Indian com
panies and it was only in 1943 that this business began to 
look up. The non-Indian companies which had touched 
bottom in 1940 improved slowly but they are still far from 
~heir peak of 1929. 

The Indian insurers doing non-life business have 
shown a steady increase in their premium income over 
the last fifteen years but they have not yet overtaken the 
[. life Balin non·Indian companies. The total premium 

011- ... income of the latter class of companies 
showed a decrease between ]942 and 1943. 

According to figures furni3hed by the Registrar of 
Joint Stock Companies the total number of banking, 
loan and insurance companiE's incrE'ased three·fold 

lolnlStook between 1920·21 and 1942·43, but their 
Companlee aggl'egate paid.up capital increased by only 

54 per cent. The average paid-up capital per company 
was more than Rs. 2'6 lakhs in 1920·21 whereas in 1942-
43 the average fignre was only Rs. 1·4 lakhs~ 

A contrast to this is provided by the mining and 
quarrying companies which increased their total paid
up capital by more than 50 ppr cent with only a 10 per 

MIDe cent increase in their number. The mining 
• industry could, hOWever. make only a modest 

claim to a measure of prog~ess jn the inter·war ~rio<\ 






































































































































































































