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Preface 

This paper is in an unfinished form. Originally it was intended 
to embrace the following major topics: 

Part I. The Problem of.Efficiency--sttcmpting to state some of 
the aspects and hazards in the notion of efficiency as applied 
to societies or nations. -. 

Part I~~ India's Comparative Position and Rate of Change--seek!~ 
to measure the current status of ~ndia and her comparative rate 
of change among the world's nations and territories by means of 
certain indices. 

Part III. The Role of Population--endeavoring to assess the causes 
of I~dia 1 s population density and growth and the importance of 
these demographic. factors in past and future economic development. 

Part IV. The Institutional Structure and Economic Modernization-
try~ng to analyze the institutional framework of India from the 
standpoint of ~ts relevance to past and future industrialization. 

Part V. Summary~ The Probable Future--synthesizing the 'results of 
the discuss~on ~ith respect to the question of what will probably 
happen in India's economic development during the. next fifty or 
so years. 

. Unfortunately, because of circ~mstances not originally foreseen, it 
has proved impossible to get finished in.time for distribution a version 
of Parts IV and v. The paper as it stands include~ only the first three 
parts, · 
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PART I. THE PROBlEM OF EFFICIENCY 

In the highly competitive and conflictful international world 
of today, one of the chief concerns of any nation, qua nation, is to 
maximize its power vis-a-vis other nations. The power that a nation 
has depends on three thingsa (1) Its natural resources, (2) its 

. manpower resources, and (3) its efficiency.! The natural resources 

1. 
One might regard a nation's alliances and treRties as another 
factor in its power, but since success in making favorable alli
ances or in influencing the policies of the alliance depends 
mainly on the other three factors mentioned, it can be construed 
as a consequence rather than a cause. 

at a nation's command are pretty well fixed by the national domain. 
Manpower resources, while not fixed, are relatively slow to change, 
at least in the direction of increase. Furthermore, such resources 
are always double in their implication, for human bein~s are consum
ers as well as producers. For this reason it is possible to have too 
much manpower--too much, that is, in the sense of having too many con
sumers in relation to other factors. 

If the natural resources are fix~d and the manrower resources 
relatively fixed, it follo~s that the most flexible thinz a nation 
h~s to work with is efficiency. In the case of the so-called.under
developed areas, the lack of efficiency is so glaring as compared to· 
that of the industrial nations that no doubt is left as to the proper 
course to pursue. The task is to increase efficiency fast enough to 
prevent the return to a new and more servile colonial status than many 
of these countries have had in the past. 

!Qe Nature·of National EfficieU£l 

By efficiency we mean simply the lon~-run maximization of pro
duction (goods and services) in relat3on to natural resources and 
manpower. Needless to say, the concept is frau~ht with various am
biguities· and difficulties. One of the first of these is inherent in 
the degree of flexibility in total manpower, already mentioned. In so 
far as this quantity is subject to manipulation, as it is in the long 
run (although not commonly so considered), one aspect of efficiency 
consists in having the proper ratio of people to resources, so as to 
get the highest per capita return. Efficiency is not, therefore, 
something to be discussed only when raw manpower and natural resources 
are given, although this is the way it is usually conceived. 

Given the two basic desiderata, the clearest formulation and most 
precise measurement of efficiency occurs in the technolo~ical, or en
~ineering sphere. Its next most precise use occurs in economics. But 
as one moves from the economic to the other aspects of social organiza
tion, one encounters severAl problems. In the first place, most as
~ects of social organization outside the economic sphere are not nor-. 
mally conceived in instrumental terms. They are either ends in 



themselves or are closely connected with such a diversity of ends 
that no common denominator exists. To ask, for example, whether a 
religious practice is efficient or inefficient is plainly sRcrileg
ious to anyone who believes in that religious practice.2 In the 

---·---
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2. 
Unless, of course, efficiency is understood in the sense of find-
ing the proper means to salvaUon or in relation to some other 
superempirical end. 

second place, efficiency has a temporal aspect. It is not the effec
tiveness of one act considered in itself, but the consequences of that 
act for still other and future actions. For example, if productivity 
is measured in economic terms--say as the net national output divided 
by the labor. force--we have an excellent index but not one thnt tells 
us much in an analytic sense. It is an average which does not tell us 
which pursuits have a high productivity per worker or, more importantly, 
which ones stimulate productivity in still other pursuits. It does not 
answer such a question as this: Does medical attention contribute more 
to the growth of nationar productivity than teaching? 

It must therefore be admitted that in the matter of societal ef
ficiency we have a concept without an adequate set of measuring devices. 
The concept says that, given a certain quantum of natural resources and 
human population, there exist countless ways of bringing the t~o toge
ther for the uroduction of ~oods and-services, some of these ways being 
more efficient than others. But it does not tell us ho~ to measure 
efficiency with respect to any given part of the social system. We 
can make use ot such indices as exist, but in the last analysis we are 
thrown back on speculation and general theory. 

One key to the process of increasing productiv!ty is industriali
zation. But the term "industrialization" is itself ambiguoua. Too 
often it is thought of in terms of the construction and utilization of 
large factories. Again it is sometimes made synonymous with all the 
factors in efficiency, whatever they are--hence as a synonym for 
"modernization." Actually it can be, and is often, reg~=~rded as the 
use of mechanical contrivances and non-animal energy (fossil fuels and 
water power) to replace or augment human po,.,er in the extraction, pro
cessing, and distribution of natural resources or products derived 
from them. Viewed in this way, industrialization obviously implies 
an increase in efficiency. It describes what is doubtless a central 
element in the process of increasing productivity per man. Regarded 
in this sense, it opens up almost endless possibilities; and there is 
little wonder that the non-industrial nations ardently desire it. 

But the application of mechanical power is only the first step 
in the explanation of how greater productivity is achieved. The next 
step calls for an answer to two additional questions: First, bow is 
the application of mechanical power itself made possible. Second, how 
do other elements in society increase their productivity independently 
of the use of mechanical poVIer? These two questions, though interre
lated, are quite different. The seeond can be illustrated by suggesting 
that the teaching of languages may be made more efficient without any 
new or greater use of mechanical power whatsoever. Both questions, 
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however cleArly bring us into the realm of economic and social orzan-' . ization. 

Intuitively, it is generally realized that all nspects of society 
bear some relation to a marYed increase in productivity. Yet our in
tellectual tools, our statistical sources, and our methodolo,.?.ica 1 
equipment are not adequate to work out the specific relationships. 
Often we feel that such and such is "a factor," but do not know the 
extent to which, and the clearly defined and measured condi~ions under 
which, it is a factor,3 To illustrate the complexity of what is meant 

-·-------3. . 
An illustration is contained in t~e United Nations report, M~~s,~ 
for the Economic Develo~nt of Under-Developed Areas (New York: 
U. N. Department of Eco!'lomic Affairs, 1951). Ch. 3, "Pre-Conditions 
of Economic Development," undertakes to specify the social conditions 
making for economic progress. These are nicely summarized, but no 
evidence concerning their relative importance and no 'l"ays of measur
ing them are given. 

by "social fqctors, 11 I have prepared a chart setting forth some of the 
leading phenomena referred to in the analysis of social systems. The 
chart is not presented as anytl:ing systematic, but simply as a check
list.4 From it one can readily see why the analysis of social systems 

4. 
A fuller and more systematic tre'l.tment will be found in T~lcott 
Parsons, I~So~ial~~t~m (Glencoe, Ill.: Free Press, 1951) and 
in the writer's Human So~ieti (New York: Macmillan, 1949). 

is carried out, not by one, but by a congel·ies of special sciences. 
One can also see why such a broad problem as the social aspects of 
economic development includes some reference to.virtually everything 
in the chart. 

For instance, the efficient use of manpower depends on the degree 
to which people are given tasks (employed), educated for special tasks 
(trained), rationally placed in t)TOductive enterprise (organized), 
civen effective incentives (motivated), and given tools and equinment 
to work with (equipped). To ac-compUsh these things, virtually every 
element of the social structure, as listed in our chart, must be some
how involved. The matter of incentives, for example, goes deep into 
the fundamentals of social organization. 

The situation is similar in regard to natural resources. Their 
efficient utilization requires that they be explored and ''flown as to · 
quantity, quality, and location; that they be made accessible; that 
they be brought together in proper combination at particular sites and 
times; that they be extracted and processed by the most adv<lnced tech
niques; that they be distributed as finished and semi-finished products 
in a speedy and economic manner; and that they be consumed with a min• 
imum of waste and extravagance. It can be seen again that ,irtually 
every aspect of society is involved in their accomplishment. For in
stance, an advanced science and technology are obviously necessary, 
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Sketch of C_ateg~ies Used in Social Analysis 
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!Means-end levels 

I 
Status and Role 

Bases 

Groups 

1. Production 1. Stratification 1. Religious and ethnic 
2. Reproduction 

!1. Religio-ethical 
'j 2. Political 2. Kinship 2. Caste and class · 

3. ~ocial integration 
4. Protection (defense) 

3. Economic 
i 4. Technological 
I 5. Scientific 
! 6. Resources-

! 
; 
i 
l 
! 

3. Contiguity 
4. Knowledge 
5. Occupation 
6. Age and sex 

Processes of Interaction 

1. Competition 
2. Cooperation 
3. Mobility 
4. Socialization and 

Education 
5. Inheritance 
6. Concentration (geog.) 
7. Interchange 

3. Societies 
4. Fa1nily and clan 
5. Nations and parties 
6. Communi ties 
7. Scientific bodies 
8. Firms 
9. Guilds and unions 

10. Age groups 
11. Professions 
12. Schools 

' ,:._. _____________ ......:., ________ ---------------------------·--·-' 
Fig. 1. 
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and these require educational institutions, a respect for disinterested 
empirical investigation and a specialized role, with appro~riate incen
tive mechanisms, for those engaged in scientific activity. 

-·-----
5. h For an acute discussion of the societal requirements for the ~ro"'t 

of science and scientific technolo~y, see Talcott Parsons, op, cit., 
Chs. 8, 11. 

Sometimes the term "capital" is used to designate everything that 
must be brou·ht to raw manpo~er and natur~l resources to obtain greater 
"'roductivity: But such use.ge obscures rather than clarifies the socio
logical requirements. If t~e term is used in its strict economic sense 
to designate funds invested in enterprise, further specification is nec
essary if the full connection with efficiency is to be understood. The 
various alterr..s.tive uses of capital are not all equal in their effects 
on productivity. We are fami.J i~r YTith the fact thl",t where labor is 
cheap, labor-intensive inclustr:les have a ccmpetit~.ve advanta:;:e. We 
are not so familiar with the expense of rationaliz;.n.~ business or gov
ernmental or:anization, systematizin: the legal system, eliminating 
su;erstition, or giving recognition to noteworthy achievement. Certain 
changes may be very large in their consequences and yet require little 
financial outlay, -

Indeed, we know that the alternative used of capit~l do not have 
effects precisely proportionP-1 to their competitive economic return. 
In wartima, for exu.mple, ecm..,r.m:~'J controls operate in such a way as 
to channelize investment ir.·;;" ·:ertain channels r.nd not into others; and 
in peacetime the system or' c..:xation does the same thing to a lesser de
eree. Increasingly in highly industrialized societies capital is being 
used to accomplish national as contrasted with private ends. Thus the 
growth of productivity does not reflect itself entirely in higher levels 
of personal consumption (i.e. t.hr-:>ugh expenditures controlled by the 
individuals own taste), but :raUler th~oueh national expenditures for 
armaments, conservation, fo~cign aid, social security, bureaucratic 
organization, and what not. 

Presumably a social system is efficient to the degree that those 
things are accomplished which in the lo~ run have the greatest stimu
lating effects at the least ulti.mate r;o.st. The planned effort to in
crease productivity has often overlco~~ed the more intangible and in 
ma:1y cases least costly m<:t~1ods of stimulation in favor of, more purely • 
economic measures. There has been a tendency to rely upon the assump
tion that efficiency in any sector of the social system tends to breed 
efficiency in other sectors. Within limits this is certainly true, but 
it has been found in plant and animal breeding, that natural ~rowth can 
be increased by applied science; theoretically, at least, the same is 
true of the growth of efficiency in society. 
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PART II. INDIA'S COMPARATIVE POSITION AND RATE OF CHANGE 

Among underdeveloped areas, India is favorable for a case study 
of social factors in economic change. Not only are the data reasonably 
"ood·in comparison with other retarded areas, but also India has a non
Western culture which allows us to observe some variables apRrt from 
the Western culture complex. In the retrospective analysis of change 
in the West, the essential factors cannot always be disentangled from 
the non-essential. A country such as India, like Japan, affords an 
opportunity to test, as a clinical case, hypotheses derived from the 
study of Western history. 

In India, furthermore, the Government itself is wrestling with 
development problems and an educated stratum is thinking and writing 
about them. There is thus an extensive literature written by natives 
of the country, as vrell as numerous ,..orks produced by the British and 
other Europeans with years of experience there. Despite the complexity 
and diversity of India, therefore, we are reasonably well informed about 
it, though by no means adequately so. 

UQw Underdeveloped ts India? 

As a starting point, let us try to assess the current position of 
India among the world's countries. Here we run straight into the de
ficiency of our comparative materials, because (apart from the figures 
I shall give in a moment) very few data exist ror ~ the nations and 
colonies of the world which can serve as a means of placing any one 
country. For instance, estimates of average per capita income do not 
exist for all countries. In the absence of complete coverage, India 
is in danger of being compared with a selected sample. 

As a result of research at Columbia, we cAn compare India with the 
rest of the world in connection with a few indices of socioeconomic de
velopment. It turns out, as Table 1 shows, that with respect to indus
trialization, as measured by the percentage of occupied males engaged 
in non-agricultural pursu1ts, India stands about at the midpoint. Fifty
one per cent ~ the world's population lives in countries more industri
alized than India,·but that is only because the industrial countries are 
more populous. Treating each country as a unit regardless of population, 
we find that by this measure only 43 per cent of the countries and col
onies of the world are more industrialized than India. Thus, though 
India's figure of 7l per cent of occupied males engaged in

6
agriculture. 

in 1941, or 68.2 per cent of the total population in 1948, places her 

6. 
The second figure is an estimate of the National Income Committee. 
See Planning Commission, The First Five Year Plan: A Draft Outline 
(New Delhi: Government of'I"miia, 1951), p. 14. -· 

definitely in the non-industrial category, she is slightly more industri
alized (in per capita terms) than the average non-industrial country.? 

7. 
For our purpose an industrial country is defined as one with less 
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INDIA'S RElATIVE POSITION IN THE WORlD: 

IndustrialismL~l 

Agric. DensityL2L! 

Urbanize. ti onf.sl.l 

Literacy&l 

SE~CTED INDICES 

P-ER CENT OF WORlD'S PO'-• 
UIATION IN COUN'!'RIESL.! 
Ahead of Behind 

India India 

51 49 

57 4.3 

59 41 

92 a 
Per Capita IncomeL~ 57 4.3 

PER CENT OF V!OF.ID 1S 
COUNTRIES 

Ahead of Behind 
India India 

4.3 57 

69 .31 

51 49 

6a .32 

73/.g 27/.g 

!!Measured in terms of .the percentage of occupied males who are 
engaged in agriculture. Dates primarily for 1947 or near there. 

£/Number of gainfully occupied males in agriculture per square 
mile of agricultural land {i.e. land under crops or fallow). Dates 
same as (a), 

£/Percentage of population living in places of 20,000 or more, 
All data relate to the year 1950. 

~/Percentage of population age 10 and over able to read. Dates 
same as (a). 

a 

~/Not based on world as a whole, but on 70 countries which include 
about 90 per cent of the ~orld's population. 

!/Excluding the population or India-Pakistan for industrialization, 
agricultural density, and literacy; And excluding the population of India 
for urbanization and per capita income. 

~/These figures are meaningless, because colonies and other depend
ent territories are excluded. 

1/nata gathered or estimated by the Division or Population Research, 
Columbia University. . 

2/na.ta. from Statistical erfice of the United Nations, National and 
Per CApita Incomes, Seventy Countries--1949 (New York: Unit~atio~ 
1950). 
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than half of its occupied males in agriculture. For the rationale 
of this measure, together with a discussion of ~orld industrializa
tion in terms of it, see K. Davis, "Population and the Further Spread 
of Industrial Society" in Pr.QQ~~!U,n's of the_A!!lill~n P}1ilorumh1gal 
Societi, Vol. 95 (February 13, 1951 , pp. 18-19. The percentage of 
oceupied males in non-agricultural pursuits is a good measure of 
industrialization because, within a nB.tional economy, it shows to 
what extent men are being freed from the sheer production of food, 
feed, and fiber which, from an economic staadpoint, are merely the 
starting point and not the er.d product of production. Furthermore, 
agriculture lends itself to mechanization and rationalization so 
that with high capitalization few men are needed to conduct it. 
Hence a high proportion of people in agriculture means a poor coun
try. In addition, agriculture requires Much more space than any 
non-agricultural pursuit (hunting and fishing being included with 
agriculture), with the consequence that it leads to isolation and 
consequently has a negative effect on the cultivation of the arts 
and sciences necessary for high productivity. 

It should be noted that our data on occupational structure for the 
countries and colonies of the world do not all relate to the same 
date, but mostly to dates in the 1940's. The data are therefore not 
exactly comparable, but the error should be small. lt is hoped in 
the near future to have re~dy estimates and figures for 1950 on a 
world basis. The 1941 figure for India includes the Pakistan area, 
but the occupational structure of the two countries at the time of 
partition in 1947·was quite similar. 

Of course, the total picture is not revealed by averages. As the dis
tribution in Fig. 2 shows, most of the countries of the world cluster 
toward the non-industrial end of the scale, giving us virtually a J
curve. The United Kingdom has only about 8 per cent of its male labor 
force in agriculture, the United States about 17 per cent. 

India turns out to be more advanced occupationally than she is on 
any other index in Table 1. Possibly her people have been forced out 
of cultivation because of lack of land, not because of genuine oppor
tunities in non-agricultural pursuits; or, to state the same thing 
another way, the bulk of the non-a~ricultural occupations may be low 
in productivity as compared to agriculture itself, for whatever reason.S 

8. 
Such explanations assume a high degree of accuracy in the data, 
which is not the case. 

In any case, India is considerably worse off in agricultural density, 
having 152 male agriculturalists per square mile of agricultural land 
in 1941 as compared to a ~orld average of 128. (See Fig. 3.) This 
may be due to her having more fertile land on the average than most 
undercapitalized countries, but it is harder to explain away India's 
disadvantage in terms of urbanization. We find that India has in 1951 
6.7 per cent of its population in cities of 100,000 or more, as com
pared to 13.1 per cent of the world's population in such cities. India 
has less than half the urbanization that Brazil has (13.9 per cent in 
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100 000-plus cities in 1950) and only one-fourth the urbanization of 
Chiie (26.0 per cent in 1950). (See Fig. 4.) However, it is in 
literacy that India's most pronounced disadvantage occurs. With approx
imately 85 per cent of her people aged 10 and over unAble to read and 
write in 1941, she is far worse than the world average of 52 per cent. 
(See Fig. 5.) There is a suggestion in such data that, in comparison 
with the rest of the world, India is better off economically than she 
is socially--which might fit with her recently past history as a colon• 
ial area; but the comparative materials are too scanty and too question
able to give confidence to such an interpretation, MorA comparative. 
~nalysis of the type used here, if the resources were a~ailable to get 
it done, might enable us to formulate and test reasonable hypotheses 
about India's present position. As things stand it is difficult to 
specify precisely in 10/hat respects India is most underdeveloped, to 
say nothing of deciphering the causes. 

The Rate of Change in India 

We need to kno~ not only India's current position among the world's 
countries but also her comparative rate of change. This is extremely 
difficult. If it is hard to ascertain the current position, it is im
possible to achieve an exact comparative knowled~e of the past--simply 
because the historical data for most c~untriesare missing. 

Without a doubt the rate of change has been accelerating in India, 
but nobody knows whether or not the acceleration is greater than in the 
rest of the world or greater than in other countries in about the same 
position as India. What appears to be happening is that the social sys
tem and the economy are in the early stages of rapid gro~th, suggesting 
that there is more accelerati@n to come. With respect to urbanization, 
for example, the present percentage i~ cities of .100,000-plus (6.7 per 
cent) is about the same as the percentage in the United States in 1855.9 

9. 
The percentage is 29.4 in the United States, as of 1950. 

But the curious thing is that urbanization is proceeding more slowly 
in India than it was doing in the United States at that time. This 
can be seen from Table 2 which compares the t~o countries. The United 
States had in 1820 a smaller proportion of its population in 100,000-
plus cities than did India in 1891. But the growth in the proportion 
durin~ the following decade was five times more rapid in the United . 
States than in India. The American proportion in cities was also less 
in 1830 than it was in India in 1891, but the American gain during ·the 
following decade was 17 times as fast. As a result, ~hereas in 1891 
India was about 55 years behind the United States in this regard, by 
1931 she was over 90 years behind. Even though her rate of city growth 
increased markedly after 1931, it never reached the rates the United 
States had at the same level of urbanization. In consequence, by 1951 
the Indian Union could be described as lagging almost 100 years behind 
the United States in the process of urbanization. 

It may be objected that the United States was unusual in its devel
opment. But we have to be careful to make sure that it is not India that 
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Table 2 

PROPORTION IN CITIES lOO,OOD-PLUS, AND PERCENTAGE 
CHANGE Iii PRIOR IJECADE, INDIA, IDUTEiJ STATES AND BULGARIA 

INtiAi! u.s.A.I11 BUI.GAR!Ai£ 

Un ' Date ! in l 1, in f, I1111te - Change J2~ C~s chang~ Cities Change Cities 

1t\9l 2.21 1820 1.28 
19~1 2.33 5.4 1830 1.57 22.S 1910 ~.37 
1911 2.34 .3 1840 3.03 92.4 1920 ;.18 .3!...2 
1921 2.69 15.0 1850 5.06 67.2 1926 3.R9 37.2 
1 c;'J] 2.86 ·6.5 1860 8.39 65.7 1934 4.72 17.8 
1941 4.25/< 48.5 1870 10.71 27.6 1947 8.00 52.1 
1951 6.75cl 44.9 18?0 12.38 15.6 

. !/computed from Indian censuses Rnd from :t;cororrric :Jivision, Indian 
Lo•rt. rlanning Commission, "Growth of Cities: Facts and Problems" (mimeographed, Nov. 19, 1951). 

~/nata from Philip M. Hauser and Hope T. Eldridge, "Projection of Urban 
Growth and Migration to Cities in the United St~tes" in Milbank Memorial Fund, Postwar 
Problems cf Migration (New York: Milbank Fund, 1947), pp. 162, 170. 

not a decade. 

Vcomputed from censuses. The figure for 1947 is in part an estimate. 

g/Indian Union only. 

~Adjusted to a 10-year period in those cases where the elapsed time is 
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is unusual. Presumably industrialization can be speedier the more 
recent its occurrence. The pace of change was exceedingly slow in 
England; it was much faster in Germany, Japan, and Australia, We 
might therefore expect India to move faster than nations did which 
became industrialized earlier. A preliminary analysis of our com
parative data suggests that India is moving ahead from given levels 
of urbanization much slower than did the more recently industrialized 
countries when they had similar levels, but that it is going ahead 
about as fast as did either the older industrialized countries (such 
as France) or the currently underdeveloped countries (such as Bulgaria). 
The acceleration in India in the last two decades is what we would ex
pect in terms of past history, and it is worth noting that the fastest 
gains in urbanization seem generally to occur after the J or 4 per cent 
level has been reached, rather than before-·although, to be sure, there 
is such variation from country to country that a consistent height-
slope relationshin is difficult to establish~ · 

The relative rate of change in literacy in India is harder to 
establish, because reliable information is unobtainable on Western 
countries for a period when their literacy was as low as that of India 
today. However, the panels j.n Fig, 5 show that most countries eclipse 
India 1s rate of gain in liter. cy, though starting from higher levels, 
This might suggest that India is atypically slow with reference to the 
growth of literacy, just as she is atlpically disadvantaged in her 
present educational position; but this interpretation needs to be tem
pered by the apparent fact that the greatest slope in the literacy 
growth curve does not come in the early stages but later on--~hen, say, 
about 20 per cent of" the population age ten and over can read. The 
synthetic curve in Fig. 6 makes this clearer; it has a clear logistic 
shape, as one might expect in the case of this type of measure. 

Urbanization and literacy give us our two best indices of social 
as distinct from purely economic change in India. They both suggest 
that India is in the early stages where development is slow but that 
she is beginnin~ to enter a more rapid stage, albeit lagging behind 
in comparison with what was historically true of the more recently 
industrialized nations. 

The next question concerns the relation of these indices to econ
omic trends. Here we emerge with a strange result: Despite our find
ing that India seems more economically advanced at the present time 
than she is socially, it appears that in the last few decades she has 
been making faster social than economic progress. If this is true, it 
must have been that in the nineteenth century the reverse was the ease 
that she made faster economic than social progress. I put no partieu-' 
lar store by this interpretation, but it does raise some interesting 
speculation about colonial regimes. 

By way of illustrating lack of change in our economic indices 
let us take the percentage of the male labor force in agriculture.' 
This figure has changed not at all, as the following figures show: 

1911 
1921 
1931 
1941 

Per CentlO 

71.1 
71.9 
71,2 
72.8 
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10
'The first three figures are computed from G. G. Ghate, Changes in the 
Occ~!Qnal Distribution_9f the Population (New Delhi: Office of the 
ECOnomic Adviser to the Government of India, 1940), PP• 13, 20. The 
1941 figure is estimated on the basis of five states and areas giving 
occupational data for the 1941 census, It is unreliable and should 
be taken as nothing more than an indication that the percentage had 
not dropped by 1941. 

No significance should be attached to the apparent rise in 1941, because 
the figure is estimated on a tenuous basis, It has to be borne in mind 
that w~ are dealing with males and that there has apparently been some 
withdrawal of women from the labor force in agriculture.l1 But the figures 

11. 
The lesser proportion of women may also be due to stricter definition 
of emplqyment for females in the more recent censuses. 

do substantiate the continuance of a very high degree of agriculturalism. 
Indeed, the figure is so high that it is almost impossible to find good 
historical data for the industrialized nations at a period when their 
situation was comparable. Already in 1841 England and Wales had only 
31.8 per cent of their economically active males in agriculture. In 
the United States, in 1820, the proportion of.all gainfully occupied 
persons in agriculturewas 71.8 per cent. The decline was somewhat 
gradual for the next two decades, but began to accelerate after that. 
If the Indian estimate of 68 •. 2 per cent of all occupied persons in agri
culture in 1948 is correct, India is about where the United States was 
in 1840 (when the percentage was 68.6). In other words, India is about 
110 years behind the United States in this regard, ·with some evidence 
that the kind of moderate initial decline the United States experienced 
in the 1830's and 1840's is beginning to set in. 

Since there has been some growth in both manufacturing and urbani
zation in India during the last few decades, the question may be raised 
as to how the agricultural labor force could have remained so large. 
One possible explanation is that rural handicraft has declined, remov
ing rural folk from the village to the city but not lesseni~a the pro-
portion directly engaged in cultivation. " 

The general index of Indian industrial production rose in 1941 to 
a point 18 per cent higher than that of 1937, but it did not keep all 
of this gain during the next eight years, when it averaged only 15 per 
cent higher than the 1937 figure,l2 The index of overall agricultural 

12. 
United Nations Statistical Yearbook 1949-50, p. 132. 

production fell in 1946-48 to 95 per cent of the 1934•38 average.13 

13. 
Ibid., p. 99. 
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Since the population grem by more than 13 per cent bet~een 1941 and 
1951, it can be seen that per capita economic gains were, on the whole, 
nil. Strong inflationary trends have pushed up the cost of living 
sharoly, the index of wholesali prices rising by 1951 to four and a 
half times the pre-war figure. 4 As a result "the level of real income 

14. . 
Planning Commission, First Five Year Plan, pp. 12, 27. 

per head at presen
1
t is probably no higher--and may well be lower--than, 

say, in 1939-40." 5 In fact the estimate of Rs. 255 as the average per 

15. 
Ibid., p. 12. 

capita income for 1948-49 suggests, when adjusted ror price increases, 
no higher real inQome than that arrived at in estimates for periods 
decades earlier,l6 

16. 
Ibid., p. 13. For a recent discussion of various estimates of per 
capita income, see J. B. Jathar and S. G. Beri, Indian Economics 
(London: Oxford University Press, Indian Branch 1949), Vol. 2;-Gh. 4. 

Thus the trend ·or economic change seems, in the per capita. sense 
at least, remarkably sta~nant, perhaps more stagnant than the trend of' 
social change. Both sets of indices indicate that any modernization 
of India during the 20th century has been as slow as it ~as at an 
earlier time in the older industrial countries, and somewhat slower 
than it was in the nev•er industrial coun~ries. In some respects, 
notably in literacy and urbanization, India has reached a-level when 
considerable acceleration of change has often occurred in other countries, 
but there is no guarantee that such acceleration will take place. Com
parisons with industrial countries are difficult because of the lack of 
adequate data for those countries when they ~ere as underdeveloped as 
India is today. But a country can today modernize itself more rapidly 
than was possible in the 18th and 19th centuries--as the cases of Japan 
and the Soviet Union illustrate. This fact suggests that India is 
laboring under some kind of depressor. At best she is repeating the 
very slow history of the older industrial nations in their earliest 
stages of development. At worst she is not achieving even this. Granted 
that theoretically a newly developing country does n~t have to repeat 
all the old steps (it can simply borrow the most advanced elements with-
out having to evolve them), th~ hypothesis of a depressor becomes plausible. 

What is this depressor? Vfuatever it is, it is surely not a single 
factor but a multiplicity of factors in equilibrium, It is doubtless 
not peculiar to India but is shared by many underdeveloped areas: Our 
task is to assess some of the demographic and social elements that may 
be involved--understanding, of course, that they are analytically 
separable from the economic factors but not empirically independent of 
them. Let us start with the demographic side, which brings us back to 
the discussion of manpower in Part I. 
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PART III. THE ROIE OF POPUlATION 

since manpower has a double aspect--being, on the one hAnd, a 
resource avaUable to the economy for -..ork 111hen properly combined with· 
other resources and, on the other hand, the goal of production in the 
sense that it is for the people's standard of living, for their pro
tection and integrity that production is undertaken--a realistic analy
sis of human numbers must deal with both aspects in relation to each 
other, If it were not for the consuming side, -a growth of manpower 
would have a much wider usefUlness than it actually does. It would then 
be in the category of agricultural land or water po~er, the usefulness 
of ~hich, when combined with other resources, ~ould continue no matter 
how much they were expanded. But because of its consumin~ side, the 
growth and use of manpower has narrower limite than any other resource. 
As a resource, its utilization, like the utilization or any other re
source, has its cost--the cost entailed in combinin~ it productively 
with other resources; but it has on top or this an added cost •. This 
added cost is the cost of its consumption; and, taken one way or ano• 
ther, this consumption is the total product of the society. 

Viewed in this light, manpower is the most expensive element in 
production. It follows that any means of decreasing ~ use in rela
tion to product is a gain. This is why the ultimate measure of econ
omic proqress is per capita production; If manpower grows to the point 
where added increments yield a per cApita product less than the avera~e, 
there is too much of it. 

Due to its consumption side, manpower can never be a purely "idle" 
resource or, in Zimmerman's phrase, simply "neutral stuff." It is not 
like oil in the ground which costs nothing to leave there but may poten
tially be used at some future time. Manpo1~Ver is costly to not Uf!~ as 
well as to use. This being true, the effect of underemployment of human 
resources is greater in long run terms than the effect of underemploy
ment of natural resources; at best it can be compared to the underem
ployment of capital equipment, which requires cost of maintenance while 
lying idle. But the cost of idle manpower must be measured in terms not 
only of production not accomplished and of the cost or maintenance, but 
also in terms of the cost of consumption above maintenance, which is an 
unavoidable cost. · 

Of course, the unemployment of human resources is simply an extreme 
case of their "underemployment." It is impossible to have all human 
resources unemployed, just as it is impossible to have all physical re
sources unemployed; but partial unemployment, or general underemploy
ment, is not only possible but is, in certain cases at least, a partial 
function of the number of people in relation to given physical resources. 

Underemployment in this sense is not only a failure to use the 
nhysical power of human beings to some optimum degree, but also the 
failure to use their faculties, inherited or acquired. Acquired facul
ties are largely a function of the level of living. Thus, in another 
way, we run into the fact that the consuming aspect of manpower is 
intimately related to its productive aspect. The numerical magnitude 
of the labor force can get in the way of its efficiency in the sense of 
acquisition of skills and faculties. Full "employment" in a physical 
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sense may therefore be .. J.n-oertain instances, compatible with under• 
emn,~·· vr u~employment of skills; and may, furthermore, be an ob
stacle to improvement, 

With these considerations in mind, let us return to some of the 
known facts in India's case. 

Growth of Population in India 

During the half century from 1871·72 (when the first of the decen
nial censuses was taken) to 1921, India never had t'"O decades of sub
stantial population growth in a row •. Since 1921 (more properly since 
1918) however, she has had three decades in a row of the most rapid 
popul~tion growth she has ever experienced, The populat~on and decade 
increase of the India-Pakistan area was as follows: 

1921 
1931 
1941 
1951 

1921-51 

Population 
(Millions) 

;305.7 
338.2 
389.0 
437.5 

Per Cent 
Increase 
in Decade 

10.6 
15.0/17 
11.2-

43.1 

17. 
The 1951 figure includes an estimate of 4,4 million for Jammu and 
Kashmir and of 561,000 for unenumerated t~ibal areas of Assam. There 
is some reason to believe that the figure for Pakistan, 75,7 million, 
may be an undercount. The growth in the Indian. Union from 1941 to 
1951 was 13.4 per cent. 

In the territory now covered by the Indian Union itself, a rough cal
culation indicates that the population added between 1921 and 1951 was 
110 million, an increase or 44 per cent in three decades. 

Recent PQpUlF.tt:!,.Q.Q f!rcwth_~!L~la~~pn._!o Produill.Q.u 

Such a rise in total population tells us at once that the national 
product has risen sharply. The great expansion of numbers could not 
have come as a result of a simple reduction in average consumption, be
cause the level or living was already so low in 1921 that little reduc
tion was possible. A rise in national product was involved, and this 
can be substantiated in other ways. But the increase in total produc
tion, per contra, did not mean a rise in per capita product. My im
pression is that the latter could not possibly have risen much, because 
it is very low at present. We have already seen that the 1948~49 esti
mate of Rs. 255 (or $57 U.S.) is not noticeably higher, when adjusted 
for price changes, than estimates running back three quarters of a cen
tury to 1875. If there has been no substantial rise in per c~pita real 
income during the last three decades, one is privileged to draw the con
clusion that the 44 per cent populat~on increase during that period has 
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daten up the very substantial gain in national produet. 

One is also privileged to draw the conclusion that the population 
gro~th·itself could not have been totally responsible for the increase 
in national product. The evidence of mounting unemployment and under• 
employment, the obvious piling up of people on the land, the scarcity 
of productive instruments in general in relation to people, all point 
to a redundancy of population. Therefore, it seems safe to say that a 
lesser population increase would have left the people with a greater 
average wealth and a greater average real income than they actually 
have. 

It is difficult to say how much of a difference a lesser popula
tion growth, or even fixity of numbers, would have made, My view, 
admittedly hard to substantiate, is that the gromth of population after 
1921 contributed little to the gain in national product, and that con
sequently this gain could have been mostly available for distribution 
to the people if the total population had remained fixed inste~d of 
growing. This view is based on three grounds: (a) The population was 
already beyond the economic optimum in 1921. (b) The utilization of 
manpo~er today is indicative of a huge surplus of population. {c) Econ
omic development is measured, not in terms of how much labor it uses, 
but how little. The first ground ~ill not be discussed here, and the 
other two are implicit throuehout. We can therefore move on to the 
point that, if population growth has caused the increase or national 
product to be dissipated in such manner that no noteworthy rise in 
per capita real income has taken place, then we have one of the depres
sors we are looking fDr in explaining ~hat seemed to us to be a retarded 
position and a slow rate of economic development in India. 

Such a conclusion should not, however, be a stopgap to further in
quiry. There are two orders of additional questions to be pursued: 
First, why did national production grow no faster.than it did and thus 
not get farther ahead of population increase? Second, why did the pop
ulation grow as fast as it did? 

Concernin~ the first question, we have seen that national produc
tion increased about as rapidly as population did. But why did it not 
crow more rapidly? Perhaps population growth itself had something to 
do with retarding the rate of increase of total national production, 
but its influence must have been slight. It is one thing to ask whether 
the population growth cut down, or virtually precluded, increases in Der 
capita product; it is quite another to ask v•hether it reduced the total 
national product below what it would otherwise have been. If population 
browth had only slight influence in this respect, then what other factor 
kept the national product from rising faster? The first thing to ascer
tain, of course, is whether total production in the Indian economy was 
increasing about as fast as it could. This is a question of economics, 
and I shall not try to answer it except to say that the experience of 
other countries such as Japan and the Soviet Union seemingly demonstrate 
the possibility of a much higher rate of growth.l8 If true, then what 

18. 
On potential rates of economic development in relation to population 
growth, see Joseph J. Spengler, "Economic Factors in the Development 
of Densely Populated Areas" in roceedin s of the American Philoso-
Dhieal Soci~tx, Vol. 95 (Feb. 13, 1951 , pp. 20-53. ------
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kept Indian production from doing so? 

One of the stock explanations is the past status of India as a 
political vassal and economic satellite of Britain, Without going into 
the arguments for this interpretation, which have been well stated else
where,I9 I shall accept the proposition as substantially true. This does 

19. . 
See Romish Dutt, I.l:!Uconomic History: of India u11der Early ~~ish R.ule 
(London: Routled~e and Kegan Paul, 7th ed., 1950) and ~~9nomic His
tory of India in the Victorian Ag~ (~.); naniel H. Buchanan, Ihe 
Development of Capitalistic Enterprise in India. (New York: Macmillan, 
193Q, Ch. 19; Tulsi Ram Sharma, 1g£ation of Industries in Ind~ (Bom
bay: Hind Kitabs, 1946); H. Venkatasubbiaht The Structural Basis of 
Indian Economy (London: !llen & Unwin, 1940J; Vera Anstey, !he Econ
omic Development of In91! (London: Longmans, 1929). 

not mean, however, that had India remained politically independent from 
the decline of the Mugal Empire to the present time, her total production 
would necessarily have moved ahead faster. Political sovereignty guar
antees neither economic independence nor economic advance. The cases of 
China, Thailand, Tibet, Liberia, and Haiti prove that. All that can be 
meant by the depressing influence of British rule is that, under ~ 
conditions either of British suzerainty or of political independence, 
the national product~ have risen faster than ~t did. The important 
thing is not so much the fPct of foreign rule as the way it was exercised. 
British rule represented a considerably lesser contribution to Indian 
output than it might have represented ha.d every effort been intelligently 
and effectively bent in that direction. The gromth in total output might 
actually have been less if India had remained independent; but also it is 
true that the rer capita rise in production might have been greater. 
Britain's rule over India resulted in a balance of factors different, in 
all probability, from that which would have occurred if full independence 
had been retained. Among the differences of balance are perhaps a greater 
perpetuation of agriculturalism versus manufacturing and a greater empha
sis on public health as against other welfare measures. The latter point, 
however, brings us to our second question, the causes of India 1s popula
tion growth, especially during the last 34 years. 

~~ of Pop1lation Growth 

·If the demographic cause has been a decline in the death rate with
out a correspondin~ change in fertility, the social and economic causes 
must be sought in changes affecting mortality. It cannot be assumed that 
rer capita food available'to Indians has risen particularly since 1918 
but it may well be that rationing and other government measures such ' 
as the planned importation of food and the curtailment of co~me;cial . 
crops, have given the l~er classes slightly better nourishment, Yet, 
in view of the very harsh food condition now prevailing, it would be · 
questionable to say that better nourishment he.s played much of a role 
in the decline of mortality during the last 34 years. Nor can internal 
Peace be mentioned as a si~nificant factor, because that had existed 
for many years prior to 1918. Probably the most important single cause 
of mortality decline during the ryedod under consideration has been the 
control of disease through modern medical science and public heRlth 
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measures, Except for one great epidemic, the influen5a holocaust or 
1918 which took an estimated 18 or 19 million lives, 2 the population 

20. 
Davis, Population of India and Pakistan, Appendix B. 

growth from 1901 would have been steady and substantial. The success 
after 1918 in reducing mortality below even the 1901-1917 average was 
therefore due to the avoid~nce of major epidemics and better medical 
work on non-epidemic ills. Improvement of the water supply in many 
areas has played a role. The use of medicine, innoculation, and vector 
control in reducing mortality from plague, cholera, malaria, typhoid, 
kala azar, and other diseases capable of attacking millions, has been 
very effective. At the present time still more strenuous sRnitary and 
medical measures, plus the use of new drugs dating only from yesterday~ 
are driving down the death rate still further. 

' 
If the major explanation of the drop in mortality is the applica-

tion of modern medical science, then we can note a certain ~balance. 
Nothing like an equal amount of sqience is being expended on the con
trol of fertility. The result is an acceleration of population growth, 
as previously noted. 

rYlure Effects of~lation Growth 

The imbalance between mortality and fertility that has given such 
rapid population growth in India since 1918 is necessarily a temporary 
phenomenon. It cannot continue for very long, because it would re
sult in a doubling of the pov~lation every 63 years. Doubtless the 
Indian economy could for a while develop faster than such a rate of 
growth (about 1.1 per cent per year) , but it could not do so indefin
itely. The reason that it could not do so indefinitely is clear: a 
growing superabundance of population in relation to other resources 
produces an eventual disequilibrium which hampers economic d~velopment 
itself. 

But, it may be said, the question is not solely one of theoretical 
pOSSibility in the indefinite future, bUt alSO or Actual probability in 
the specifiable future. In other words, how long could the rate of 
economic development exceed the rate of population growth, under what 
conditions, and by how much? This is a question impossible to answer 
with precision, but there are several considerations that lead the 
writer to believe that coming conditions in India will not permit the 
continuance of the 1918-1952 rate of nopulation growth for as ~any as 
four decades. 

In the first place, there is already evidence that the current 
population density and rate of growth are hindering economic advance. 
The Indian Government, with the best of intentions for economic modern
ization, finds itself sacrificing c~pital formation for consumption, 
because consumption means to the majority of its people barely enough 
to eat and wear. 
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I~uest for r2od 

For example, the food situation has been getting more desperate, 
and as a result resources have been increasingly turned in the direc
tion of simply getting more food. For the period 1936-1939, the aver
age area under cereals was 167 million acres, whereas in 1949-50 it 
was· 183.8 million--an increase of 10 per cent. But the production of 
cereals for the corresponding periods was 44.2 million and 46.1 million 
tons respectively--an increase of only 4.3 per cent.21 The comparison 

21. 
Planning Commission, First Five Year Plan, p. 12. 

indicates either that Indj_a was having to put marginal lands into cer
eal production (with consequently greater cost and danger of soil de
pletion) or that productivity on old lands is declining. Between the 
two periods the population grew something like 15 per cent. As a re
sult, India, an agricultural country, pas had to import grain to the 
extent of 2.75 million tons per annum during the four years 1947-1950,22 

22. 
1Jll9.,, P• 69. 

The Five Year Plan says that an annual importation of about 3 million 
tons must be contemplated, with perhaps a larger figure in exceptional 
years.23 

23. 
~., P· n. 

Thus India is losing precious foreign exchange which, if there were 
not so many mouths to feed, could be better spent on the importAtion of 
machines, machine tools, fertilizer, chemicals, technical books, tech
nicians, and other necessities for a long-range program of industrial 
development, But the tragic part is that, despite the imryortation of 
foodgrains at great cost, the "I?er Mp!U availability of cereals for 
domestic consumption is lower than before the war. 1124 

24. 
!,Mg., p. 12. 

In consequence the steady growth of population is forcing the 
Government to take still other measures, not so much to increase the 
level of food consumption, but simply to maintain it at at least a 
low ste.ndard. Among these measures is the restriction of the use of 
land for commercial as opposed to food crops. Already, mainly because 
of the diversion of land to food growing, the production of such com
mercial crops as sugar, cotton, jute, and tobacco has declined;25_and 

25. 
United Nations, EcoEomic Survey of Asia en~ the Far Eas~, 1949, pp. 
7, 10-12. 
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the Five Year Plan envisages a future price policy designed to keep 
these crops from expanding at the expense of land for food.26 Yet 

26. 
First Five Y~r_fl~, pp. 78-Sl. 

commercial crops afford valuable exports for foreign exchange and nec
essary raw materials for Indian industry. 

In such ways the overriding necessity of getting enough food is 
hampering the very economic development which, if allowed to take 
place, might eventually make the food situation better. As the Plan
ning Commission says, 11 India 1s fooQ problem is not a temporary disequi
librium between supoly and demand; it is a manifestation of the con
tinually growing pressure of population on food supply. 11 27 

~-----27. 
Ibid., p. 67. One often hears in India that the influx of Hindu 
refugees from Pakistan has forced the Government to provide for more 
consumption than would otherwise have been the case. This is tr~e, 
but India's net gain from this source cannot have been much more than 
two million people. Against the total population of India, this is 
a very small percentage and cannot comp~re with the immigration into 
Palestine or some other countries at certain periods. Curiously, one 
hears the same complaint in Pakistan. 

Manpower UtilizatiQD 

Another respect in which population superabundance impin~es on 
economic development in India, as mentioned already, ·is the utilization 
of manpower. Sheer unemployment is hardly a necessary consequence of 
population pressure, but when people are backed up on the land for lack 
of opportunities outside agriculture, when both capital and resources 
are extremely scarce in ratio to manpower, full or partial unemployment 
is extraordinarily hard to avoid. The big~est loss to the economy prob
ably comes from inefficient employment, which is never solely a func
tion of population redundancy but may in part be traced to it. For in
stance, the effort to avoid ~traight unemployment may lead in directions 
antithetical to efficient utilization. The "make-work" attitude which 
emphasizes the "necessity of a job" rather th!l.n the "job to be done" is 
prominent in Indian thinking; and Indian officials, though generally 
aware of its speciousness, are not always able to combat it. A frequent 
remark concerning specific measures of technological progress, particu
larly in agriculture, is "What would we do with the people who would be 
thrown out of work?" It is easier to make technological gains in some
thing like medicine and public health which is not thought of in a 3ob
supplying context than it is in agriculture, manufacturing, or government. 

Indian manpower is so plentiful in relation to capital and resources 
that it is cheap; and, being very cheap, it is wasted. I watched a run
way being built at an airport near Siliguri in Northern Bengal. A line 
of rag~ed men and women were carrying crushed stone in containers on 
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their heads. At first I thought a dump truck, or even wheelbarrows, 
would be cheaper, but then I reflected that rice is cheaper ~han 
gasoline or steel in India and that the wages of these "coolies" is 
little more than the rice it takes to keep them alive. In some areas 
daily wages are as lo~ as a rupee-and-a-half (the current rupee value 
being about 21 cents). Such use of labor instead of capital equip
ment is obviously inefficient. The standard of living cannot rise 
much so long as human beings are cheaper to use than gasoline engines 
or wheelbarrows. The industrial countries of the.~est have often made 
progress precisely because they ,ere short of human labor and thus had 
to use ingenuity, machinery, animal power, fossil fuels, and rational 
organization to get things done. In a country like India, on the other 
hand, where people are legion, where men fight for jobs, labor tends to 
be squandered in inefficient, useless, and often ourely symbolic work. 

It is not that full and efficient employment are impossible be
cause of' population pressure. It is rather that, with the density and 
rapid growth of numbers, the task of meeting the human tide with ade
quate measures of economic organization, under conditions of few re
sources and little capit~l, becomes harder and harder until, from a 
practi~al point of view, it simply is not done. 

Future Demogra~hic Possibilit~ 

Granted that the demographic factor is an economic depressant in 
India, the next question is what future developments with respect to 
this factor are possible. We shall consider four conceivable alterna
tives separately, under the assumption that each alone is to be the 
possibility (as is often done in misplaced controversy), and then con
sider them in relation to one another (as is necessary from the stand
point of reality). 

~migration as a P~ible End to Po~ulation Growth 

It can be taken as axiomatic that massive emigration on a scale 
sufficient to remove the natural increase or India's population is merely 
a theoretical possibility, not a practical eventuality. Such emigration 
would have to count on the removal of about four million people per year, 
The greatest movement of international migration in human history--the 
peak period of immigration to the United States during the 15-year per-
iod from 1900 to 1914--brought an average of only 892,000 per year to 
our shores. Of these something like 30 per cent returned to their homes, 
so that the net immigration was hardly more than 624,000. In the mean
time the whole world has become increasingly peopled, The stretches of 
virgin territory once open to the migrant have virtually all disappeared.28 

2s.----
See w. D. Forsyth, The Mzth of Open Spaces (Melbourne: Melbourne Uni• 
versity Press, 1942). 

Population is still growing rapidly not only in India but nearly every
where. There is little likelihood, therefore, that the rest of the world 
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will accept enough migrnnts from India to stop the Indian population 
growth even for four or five decades, much less forever . . 
Increased Mortality as a Possibility 

A rise in mortality is more probable. The decline in the death 
rate since 1918, representing as it does an unbalanced situation, may 
prove temporary. Circumstances could arise in which warfare, famine, 
and disease would carry away scores of Millions in India, depleting the 
population to the point ?•here decades would be required to build up to 
the present number again. 

It hardly seems likely that such an increased mortality would be a 
permanent condition. It would more likely be a tempore.ry phenomenon 
which might reduce the population sharply and thu~ give a long breathing 
period in which economic modernization could take place without the mag
nitude of the present demographic impediment. 

The Normal Industrial and Demographic Transition as a Possibility 

A third possibility is that the Indian population will actually 
continue to grow until the industrial revolution bas run its course and 
has caused fertility to be controlled. If this should occur, the exper
ience of other nations shows that India would probably hold at least a 
billion people (nearly half of the world's present population) at the 
end of the transition, Right now it is hard to see either how the tran
sition could be made or how the resulting popllation could have a stand
ard of living high enough to support an industrial civilization. The 
possibility that industrialization will prove the sole means of eventu
ally sto~ping the population growth therefore seems remote. 

An Early Reduction of Rural Fert!lity as a Prospect 

A fourth possibility is that a way will be found to reduce the birth 
rate in India prior to the industrial revolution. Since this would be 
the most humane and least costly means of stopping population growth, it 
is the one th~t every one is considering at the present time, especially 
since it would presumably aid the process of industrialization and hence 
facilitate a rise in the standard of living. Let us therefore discuss 
this possibility in some detail. 

The remarkable news from India today is the widespread recognition 
in that country of a need for limiting births. The Government has offic
ially recognized the need and has shown a readiness to do something about it. 
There js thus a bare possibility that a new and revolutionary step in human 
history may be achie~: the discovery of a way to bring birth limitation 
io massive peasant popuJations ~ithout awaiting the slow and demographically 
expansive process of urbanization and industrialization. 

In my talks with government officials I was indeed surprised by their 
detailed knowledge of the pop1lation problem and their enthusiasm for some 
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line of action. They do not believe that overpopulatjon is solely 
resDonsible for India's poverty, or that the only remedy is through 
population eontrol. Nor do they agree unanimously on either the im
portance of population or the proper means of dealing with it. A 
few still argue that economic measures alone are necessary or th~t more 
people mean more military strength. But the majority agree that family 
planning and postponement of marriage should be brought to the masses 
now, by quick and direct means. They believe that this step, if·success
ful, would play a role in making ~ossible precisely-the rapid economic 
modernization that is sometimes proposed as an ~native to birth 
limitation. Many think that it would also play a role in saving India 
from Communism, because the hopelessness of an agricultural country clogged 
by too many people, with no prospect in view other than continued poverty 
with continued growth of numbers, is a fertile field for Communist activity, 

Evidence of the Government's intentions is contained in the Planning 
Commission's report, which says: 

Under present conditions, an increase in manpower "resources" does 
not strengthen the economy but, in fact, weakens it. • • • Unless 
measures are initiated at this stage to bring down the birth-rate 
and thereby to reduce the rate of population growth, a continuously 
increasing amount of effort on the part of the community will be 
used only in maintaining existing standaTds of consumption. • • • 
A population policy is, therefore, essential to planning.29 

29. 
First Five Year Plan, p. 16. 

The report later points out that although the purpose of family planning 
is to reduce the rate of population growth, its immed~ate effect will be 
to improve public health. If births are too frequent and poorly spaced, 
says the Commission, the health of both mother and children suffers, 
especially under conditions of poverty and malnutrition. Family plan
ning is thus doubly important--so much.so that the State should, accord
ing to the report, encourage it by educating the public as to its neces
sity, providing medical attention and contraceptive advice for married 
couples, and sponsorin~ resea35h for the scientific understanding of all 
aspects of family limitation. 

30. 
Ibid., PP• 206-207. 

Thus the Government has had the courage to commit itself on birth 
limitation as a part of its program. This commitment is of great sig
nificance, not only because governments usually shy away from the sub
ject but also because, in India, the state is looked to for initiative 
much more than in the United States. 

In this policy the Government seems to have the support of the edu
cated classes. But what about the 80 to 8S per cent who live in villages, 
who cannot read, and whose reproductive behavior, unlike that of the upper 
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classes, is presum~bly governed by customs and attitudes evolved 
through untold centuries--how will they react to a program of birth 
limitation? 

A conclusive answer to this question must await further research, 
but some evidence is already available. I went to India in a skeptical 
frame of mind on this point, but came back feeling that with a large
scale, concerted, and skillful effort, the villagers of India could 
conceivably be brought to the practice of family 1im~tation. It is 
true that they do not practice it now. Women (though not necessarily 
men) still marry at extremely young ages and ordinarily begin bearing 
children soon after puberty. They and their husbands are as innocent 
of contraceptive knowledge as any group in the 'll'•orld. The birth of 
sons still brings prestige to the parents and conforms to folk defin
itions of good fortune. 

But the villager, however poor and illiterate he may be, is not 
stupid. He is the product or a hard struggle for survival. Within 
the limits of his particular world he is a shrewd appraiser of his in
terest, a hard worker, and a realistic observer. If the population of 
his village has doubled in the last thirty years, he knows it; if the 
price of land has risen to di'zzy heights, if the size of the average 
holding has dwindled, if ret~ns from overworked land have diminished, 
and if the price of things he must buy has quadrupled, he may easily 
connect these events with the increase of population. He can grasp 
the fact that, with better health facilities than the village once 
had, children do not die so frequently and that consequently families 
are larger than they once were. He knows that grain is requidtioned 
and food hard to obtain, and that a larger family means a greater 
strain on his already limited food resources. He understands that 
change is in the air, th~t it is to the advantage of children to be 
educated, and that it is easier to educate children if they are few. 
In short, the villager is no longer living under the conditions in which 
a high fertility has utility. 

If the villager is asked a direct question about how many children 
he wants or intends to have, he will tend to give a stereotyped response 
to the effect that this is a matter beyond his control. But if one 
really discusses the matter with him, it turns out that the stereotyped 
reaponse is really a verbal formula and not necessarily a conviction, 
that he has actually thought about his fe.mily circumstances as well as 
those of his neighbors. On more than one occasion I was told by a vil
lager that the community, if given a simple method of limiting births, 
would make use of it. If, then, the first reaction of the peasant is 
generally to oppose birth limitation, it is not necessarily an impreg
nable opposition. 

The villager is not caught in the mental straight-jacket of a dog
matic religion. Hinduism, a broad and permissive way of life, embraces 
a great variety of deities, sects, and ritual practices. The very fact 
that different castes follow different customs, that India's geographi
cal regions have diverse languages and cultures, has taught the Hindu 
a sense of relativity in ethical and religious matters. On·the subject 
of birth control the semi-sacred literature of Hinduism is so vast and 



varied that no single dogma could be derived from it, even if desired. 
Hindu religious leaders have generally agreed that planned parenthood 
is a good thing; the main _opposition has come from the country's three 
million Roman Catholics. 

True, there is a certain ascetic, or Puritanical, bent in Hinduism. 
Gandhi, ~ho readily admitted India's overpopulation and the necessity 
of curtailing population gr~th, felt that the only acceptable method 
would be abstinence. I found a number of officials who were worried 
as to whether birth control migh~ lead to the kind of sexual freedom 
Kinsey depicts in America. But the domine.nt tendency is to view fam• 
ily limitation as a practical matter, not as an issue to be settled by 
received dogma. "No H~ndu need run afoul of his conscience by practie• 
ing contraception." 3l . 

31. 
S. Chandraselr.har, "Demographic Disarmament for India, 11 presidential 
address, First All-India Conference of The Family Planning Association 
of I~dia,_ Bombay, Nov. 30-Dec. 2, 1951, p. 29. 

Actually there are already many birth control clinics in India, 
both public and private. The Municipal Corporation of Bombay has 
created seven such clinics; Hyderabad City-has some clinics, Poona 
recently started a municipal contra.ceptive service. Some doctors 
exhibit promlnent signs announcing that they are tlpecialists in birth 
control. Cel'tain Christian missionaries are quietly introducing birth 
control into rural areas. Stores display contraceptive devices along 
with their other goods, a.nd magazines and newspapers carry advertise• 
ments of such devices. Certain provincial governments are preparing 
to install contraceptive services. There is no popular outcry against 
these evidences of public interest in birth control. There is no par• 
ticular opposition to voluntary sterilization for those with more 
chilcren than they want. 

Although clinical and commercial contraceptive services reach 
mainly the middle class urban people (and by no means all of them), 
family limitation is also appealing to the workin~ classes. Miss 
Shakuntala Paranjpye, who has conducted a clinic in Poona for thir
teen years, says that at least half or her clients are from the work• 
ing classes, She has also ~orked widely in rural areas, where (with 
her great skill) she has received a favorable response. She, in com
mon with many others, believes that contraceptive services should be 
an integral part of maternal and child welfare activity, helping couples 
who suffer from sterility as well as tho~e who suffer from excessive 
childbearing. The new municipal service in Poona is of this character, 
and is apparently succeeding well. 

One universally acknowledged difficulty is that Western techniques 
of contraception are not perfectly suited to India. The villager and 
his wife have little privacy, few facilities, and no money. They al
most never discuss reproductive matters as betv•een themselves; and 
they often live with older relatives, who are generally more old~ 
fashioned. A contraceptive, to be acceptable, must either be free or 
cost almost nothinr, must require no fac:t.liUes to store or use, must 
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occasion a minimum or inconvenience and education to procure and 
utilize, and must be safe and effective. Since no contra.ceptive at 
present quite fits the bill (although some come close}, one of the 
mnjor spheres or research, as envisioned by the Government, is the 
development of devices better suiteq to Indian peasant conditions. 

One· of the known methods--the so-ca.lled 11 safe•period"··is cur• 
rently being tested in India under the joint auspices of the World . 
Health Organization and the Indian Ministry of Health. The tests, 
conducted with the technical advice of the Population Division of the 
United Nations, will definitely reveal, it iQ hoped, whether or not 
this method can be made effective for Indian women and what the fac
tors are which govern its acceptability or inacceptability, its suc
cess or failure. 

Doubtless one reason "l"hy the "safe-period" is being tested f!rst 
is that it involves a certain amount of abstinence and thus comports · 
well with the ascetic tinge in Hinduism. It also involves no monetary 
cost and yet, "l"hen properly used, is known to reduce fertility sharply, 
The big question is whether or not it can be efficiently u~ed by illit• 
erate couples under Indian conditions. There is little disposition to 
say that only this method shall be tested, or to condemn other methods, 

Other research is under way on Indian attitudes and behavior with 
respect to reproduction. The Population Division of the United Nations 
and the Indian Government are jointly sponsoring a thorough field study 
in Mysore that will thro~ light on fertility patterns, family organi
zation, and attitudes toward rarnily size and age at marriage--pe.rticu
larly as affected by economic conditions in both rural and urban set
tings. Other studies of the same chAracter are being made in a wide 
rural area by the Gokhale Institute of Politics and Economics at Poona. 
One survey completed several years ago in Bengal, under the auspices 
of the Indian Re~earch Fund and the All India InstitUte of Hygiene 
and Public Health, indicated that rural women in a Bengal area desire, 
on the average, only two or three children.32 While the studies now . 

32. 
This study has never been published. Reference to some of the 
findings is contained in Davis, Popul9.t5 on of India and Pekis.tan, 
PP• 227-228. 

in progress will deepen our knowledge of the role of reproduction in 
Indian life and thus lay the basis for possible action by the Govern• 
ment, more research will be required to test village reactions to·spe
cific types of educational campaigns, to various clinical approaches, 
and to particular contraceptive techniques. 

Relative Assessment of the Demographic Possibilities 

We now have four demographic possibilities before us, any one of 
which could theoretically stop population growth in India and thus re
move the economic depressant stemming from this source. The death rate 
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may rise, mass emigration may occur, or the birth rate may be reduced 
either by an industrial transition or by a more immediate diffusion of 
birth control among the peasant population. I have dwelt on the last 
possibility at some length because, in past thinking about population, 
it has been too superficially dismissed. The assumption has been con
sciously or unconsciously made the.t the demogra'Dhic future in India 
will go through stage9 similar to those through which Western indus
trial countries and apan have gone. But the present condition of 
India throws considerable doubt on such an assump~ion. 

The writings of Notestein contain what has been the general point 
of view among AmericAn populatlonists. Without citing evidence, or 
going analytically into the matter of social organization, he holds 
that fertility declines will come to such areas as India only gradually 
and "only in a period of rising levels of living, urbanization, wide
spread education, and growing contacts with foreign cultures." Since 
such developments, he says, would initially reduce mortality mgre 
rapidly than fertility, they would temporarily enhance growth.33 Thus 

33. 
Frank W. Notestein, "Problems of Policy in Relation to Al"eas of 
Heavy Population Pressure" in Milbank Memorial Fund, Demographig, 
Studies of ?elected Areas of RApid Growth (New York: Milbank Fund, 
1944), pp. 152~153. Characteristically, this.article contains not 
a single citation to the demographic, economic, and sociolo~ical 
literature. The conclusions have an oracular tone, and the reader 
apparently must accept them on faith. · 

Notestein sees no opportunity for reducing fertility in peasant-agri
cultural societies in advance of the industrial revolution. This is 
seen in the policies he advocates for eventually getting a reduction 
in fertility--policies which de-emphasize birth control and amount, 
instead, to a complete urban-industrial transition.34 At best he sees 

34. 
Ibid., pp, 153-155. Among the proposals are the following: More 
education, development of native leadership, breakdown of caste 
system, more international trade. 

only a chance to stress those aspects of the industrial transition 
which might be most conducive to reducing fertility. Six years later, 
in 1950, we find Notestein modifying his position slightly. He says 
that at least some of the causallactors in declining fertility "can 
be fostered in a rural setting. 11 5 He also grants that "appropriate, 

35. 
'The Reduction of Human Fertility as an Aid to Programs of Economic 
Development in Densely Settled Agrarian Regions" in Milbank Memorial 
Fund, Mod~ation Pro rams in ReJation to Human Resources and Pop
ulation Problems New York: Milbank Fund, 1950), p. 98. Again this 
article contains no reference to empirical studies or other litera
ture. 
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efficient, and chea~ contraceptives are needed to hasten the decline 
in the birth rate.nJ6 But still he clings to his old position that 

36. 
Ibid., p. 99. 

social conditions must be changed, that these changes will cause mor
tality to decline first, and that about all that can be achieved is to 
hold population growth down to the exjent that numbers would only 
double during the next hundred years. 7 

37. 
Ibid., p. 95. Notestein made a serious factual error in this 
erticle when he said, pp. 99-100, that leaders in densely settled 
areas are unaware of and uninterested in problems of population 
growth. This is true neither of India nor of Puerto Rico. 

An assumption in this point of view is that the peasantry in a 
country such as India is living under the same social conditions that 
it lived under two hundred years ago, and that unless these social 
conditions are changed, a high fertility will remain. The first part 
of this assumption is obviously not true~ The conditions of life of 
the Indian peasant are today fundamentally different from what they 
were even thirty years ago. The very growth of population in rural 
areas is itself·a ne~ f~ctor. Other new factors are the reduction 
of mortality, the greAter commercialization of agriculture, the in
troduction of government procurement and rationin~ schemes, the de
cline of handicraft industry, the disintegration of the joint f~mily 
system, the loss of village self-sufficiency, and the decay of caste. 
In order to draw an agricultural region into fruitful economic contact 
with the industrial nations, the colonial pomers have altered the basis 
of life of the peasant.38 The rise of nationalism and the achievement 

38. 
The corrosive impact of colonial control on the social organization 
of agricultural societies has been ably described by J. s. Furnivall. 
See his Colonial Policy and Practice (Cambrid~e: University Press, 
1948), Ch. 8; his Netherlands India (Cambridge: University Press, 1944), 
Ch. 13; and his two papers in Phillips Talbot (ed.), South Asia in 
the World Tod~ (Chicago: University of Chicago Press, 1950). 

of independence have introduced further changes. The measures taken 
by the Indian Government since independence, measures to meet desper
ate situations which are themselves new, are far-reaching in their 
social effects. The peasant today is no longer living under the same 
conditions he once lived under. As a consequence, high fertility is 
no longer as useful to him as it once was. If he continues to have 
many children, it is more because he has not yet crystallized his goals 
in terms of the ne~ setting or found the means of instrumenting new 
goals. If this much is true, then it follows that furnishing him with 
a redefinition of the situation and with appropriate instrumentalities 
may have considerable effect, without waiting until the entire country 
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has become urbanized and industrialized. In other words, if instead 
of putting the emphasis on the necessity of bringing about large scale 
social changes, as Notestein does, we put the emphasis on the possibil
ity of capitalizing on those changes that have already taken place, we 
shall have a more accurate assessment of the chances of early and 
direct family limitation in India. 

If the possibility of rural fertility decline has been underesti
mated, the prospect for a smooth and regular industrial transition has 
been overestimated. I see no reason to believe that India can, or will, 
become urbanized and industrialized according to the same pattern that 
the West and Japan have followed. For one thing, the expansion of 
po~1lation that normally accompanies industrialization is too great 
for India in its uresent condit:l.on to take. A high per capita produc
tion is required, by defin5.tion, for an industrialized regime, and 
India shows few signs of making headway in this direction. Although 
there is no certainty in such matters, my estimate would be that unless 
the rate of population growth is reduced soon either by rising mortality 
or by declining fertility, India will not have an industrial revolution. 
It is possible to see how sudden rises in mortality would write off the 
demographic factor end permit rPpid economic change,39 but this would 

39. 
For a fuller discussion of this point; see Davis, Pouqlation of 
India and Pakistan, p. 22.3. 

not be a "smooth" transition as contemplated py most :oeople who see 
industrialization as the likely course. 

Fixing our attention on probable events rather than theoretical 
possibilities, we reach the conclusion that India will probably pursue 
none of the four alternatives to the exclusion of the others. Social 
change seldom respects logical alternatives •. It looks as though the 
next quarter century will see some novel experiments in rural birth 
control and that these may have some success. But it also appears 
that the requirements for complete success on this front will not be 
met in time, and that political turmoil will therefore have to help 
along the process of change both by causing surges of mortality and 
by liquidating many institutional factors impeding economic develop
ment. It may turn out that India will prove incapable of affording 
the luxuries of democracy. A dictatorship may arise which perhaps 
finds it easier to industrialize rapidly, to sacrifice lives, and to 
manipulate the conditions and incentives for obtaining low fertility. 
But even if political democracy is retained, India's path will doubt
less be one of muddling through on several fronts until somehow the 
demographic obstacle has been overcome sufficiently to permit a 
checkered and perhaps stormy industrialization and modernization. 
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An attempt is made in the following to set out in brief the salient 
features of Indian Economic Organization. India is a large countr,y and 
bas an enormous variet7 of natural conditions. The stage ot development 
reached also differs widal7 from region to region. In the circumstances, 
a brief general description necessarily involves considerable, somewhat 
arbitraey., simplifications. Approximately 8$ p.c. ot the population of 
India lives in the countryside. About t~e-quat'ters of residents in 
the rural areas are directly concerned with primaey productionJ among 
primaey production. agriculture is overwhe~ng:cy- important. 

The typical unit of agricultural production is the peasant t'amil7 
tarm. Land tenure systems vary widel7 from region to region but the 
scale and organizational characteristics of agricultural production are 
comparativel7 ~form. · There are states in which ownership of land is 
concentrated to a considerable extent in the hands of a comparat1vel7 
small number of personsJ in other States the bulk of the land is held b7 
cultivating-owners and there are situations and s7stems lying between 
these two extremes. In almost all States, however the actual cultivator 
operates on a comparatively small scale, chiefly with the help of famU7 
labour. The status of the cultivator-tenant., owner etc. - ma7 differ., .. 
the burden or rent ma7 V2r7 but the organizational pattern remains the 
same. This characteristic differentiates India from other important 
types of agricultural economies. Large estates do not mean, in this 
countey, large agricultural units worked either as feudal estates or 
as modern farms. The7 have alw~s been parcelled among and worked b7 
small tenantey •. The abolition of landlord systems in India has thus not 
the same consequences for productive organization as in the countries 
of, sa7, South and Eastern Europe. The dominant form of capitalistic 

·organization in agriculture- the Plantation -which has become import
ant in maey underdeveloped countries during the last two centuries has 
also been confined to a comparativel7 small field in India. The planta
tion is the dominant form on~ in the cultivation of tea, coffee and 
rubberJ and the cultivation of these crops is highly localised. Within 
their own regions, which are for the most part mountainous :regions, un
settled previously, the plantation:s are the most important organiza
tional. type J outside these regions their inf'luence in agricultu:ral 
production is insignificant. · . 
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. The form of tenancy does not also af'fect materially agricultural .. 
production. . Crop-sharing which is widespread all over the country. 
normally means tha supply by the landlord or a proportion of the work• . 
ing capital. But this does not lead .to a ·larger in-vestment of working 
capital resources in crop~haring units as compared with the farming of 
cash tenants • · 

The geographical conditions are extremely vaz:ied and t,he · circum• ... 
stances 'in which agricultural production is carried on equally soo At ·' 
one ·extreme. stand large arid regions with a scanty soU surface, with , 
meagre supply of sub~oil water and small and 1mcertain annual precipi- · 
tation of rain. Agricultural production activity.in these regions is . 
highly' precarious·, barely profitable~ and confined to only a part of the 
year. On the other hand, there are rich alluvial tracts where the soil . 
is highly productive, the rainfall plentiful and certain and where sup
plementary irrigation facilities make secure an appropriate supplY of.· · 
water throughout tha year. In such regions agricultural production .. 
activity can be carried on throughout the year and its intensity raised 
to a high pitch •. Among all these varying circumstances the size of the 
typical peasant famUy holding_ remains smallJ that is1 as related to the 
supply or labour within the. familY available for employment on the farm. 
Under favourable external conditions .this leads to migration, seasonal, .' 
or semi-permanent or members of peasant fpmUies. The volume and dura
tion of migration depend chietly on employment opportunities available . 
to migrants• 'l'his may be casual or seasonal labour in the neighbourhood 
either agricultural or non-agricultural or seasonal or permanent employ
ment in !fistant region!!; Where agricultural activity is confined to a 
part of the year this may be held to generate streams of annual seasonal 
migrations. But seasonal migration is usually the result not of condi
tions in which agricultural activity is carried on but of conditions of 
living and employment in the region of alternative employmento For1 in 
most rural regions which supply migrant labour the extent of chronic 
underemplo~nt ;in· agriculture is so large that these could supply iri . 
appropriate circumstances much larger numbers of migrants, seasonal or 
permanent. · 

· The capital resources of the peasant family are correspondingly , 
small. The stock of working capital and the resources available for . 
capital. development are both limited. India is an old settJ.ed country .. 
with a large popUlation. Therefore, such development of land resources 
as can be carried out with family labour and with the equipment of imple• 
menta and draught cattle available to the.average peasant, has in this . 
country proceeded very faro SimilarlY', intensity of cultivation compat
ible with the limitation of resources is Slso considerable in appropriate,·. 
circumstances. The technical level at which productive activity is ,, 
carried on varies; but in the more settled and developed areas the tradi
tional technique is fully exploited and ordinarily, no marked improvement 
could be brought without a considerable increase in the capital resources 
available to the peasant family. · · 

The pattern of productive activity is shaped by the or~anizational 
type. Broa~ there are three purposes which productive.activity has to 
ser-veJ ro.od for the family, f~dder. for livestock, cqiei'ly draught cattJ.e, 
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• aad a surplus for sale • file smal1 sue of tha productiw 1JIIi t and the 
d:U'ferencea in terms made b;r the wide margins at botb sale and purchase 
make for an emphasis on domestic production, as far as possible, to 
serve the first two needs. OrdinarU;r, e"Ven With BQ increase ot unit 
eize and with almost complete commercialization, production for domestic 
needs does not vanish though ita proportionate importance decreaaes 
rapidl;r. ThiiJ is statement ot merely a c01111110n characteristic. Its 
rnaniteatation will be ditterent with differing sizes of unite and dit• 
terent crop combinations. For example, in speciall.;r wr;r 8JII8ll farms ol" 
among what ma;r be called part-time farmers the need for a cash inc01111t 
1118¥ lead to a cash crop being grown or part of food or fodder production 
being sold even though the remainder 18 not ful.J7 eui'ticient fo~ f~ 
and farm business needs. In the same way, in areas where extension of 
cul;tivation of particular cash cropa iEt widel7 possible, at times 
speciallJ' ot· a relative increase in the price of these crops, cash eroplf 
118.7 e:~CpBnd to the extent. of llt8ld.Dg some purchase of food and todder
neces881'1' e-.an on a large farm. It is not of'ten, boweftr, that such. a 
position ie extensiw~ reached. 'the production pattern thus contains 
eweywhere. a core or selt-eufticieney. 'the share of production include4 
w:J. thin this aspect doe·s not come on the market and is not monetized. 
Another pan that is non40natized or onl7, ~ so is that in which 
the primary pal'JII&nte are made in terms of produce •. The most important 
part ot this is· the payment to· casual or permanent labour and to artisan• 
ia terma of produce. Crop sharing 1n tbe case of' the sJDBller landlorda. 
ma:r ala• be classed• 111 t1:L this• 

The structure or tbs agricultural; labour econ01117 is shaped by. the 
dominance of the peasant fam:il3' unit. nus means that the majority ot 
pl'Oduction units- in most agricultural regions do not of'f'er emplo;ymant to
outside labour except at times. when pressure of' seasona1 opnation makes 
each- emplol'JII&nt necessar;r. However• the distribution ot tba size 14" 
cultivating holdings is unevan and a small proportion. of units in most 
tracts would demand the employment of agricultural: labour on a more 
permanent basis.. !his would be the more prominent the more bi~ com.
merc1al1sed. and intensi wly developed agriculture. was in aa;r particul.al"' 
region. In such regions again the monetisation of' tbe larger part of' 
the econom;r would have bro~ht about a greater· concentration ot land 
operation and capitalistic agriculture, on one hand, and a permanent 
body of landless agricul.tural labour,. on the other,. would have emerged. 
Such regions woul.d, howewr, be exceptional. For- tbe large~· part. 
agricultural units· emplo71ng agricultnral. labour· through tbe Je&r and' 
families of pure~ landless agricultural labo~·would be smaJ.lin. numbers· 
and· the bulk of agricultural families would emplo,- casual and seasonal 
agricul.tural labour· and would be the source of euppl,y of such labour .. 

Agricultural productive units ae sketched abow would coma into 
contact with the outside world and with modern econom;y cbiefl7. through 
the monetieed sector ot their' aperations... !!:he extent or this would be 
defined by the extent to which the peasan-t producer f~, in ita 
aspect of both produce!'· and consumer •. needed· to trade with the outside· 
world and 'to the extent tha'b its economic relations with outsiders made 
neceseUT dealings in. mone;r. And it ma,- well happen ·tbat the latteP 
aspect mq in. some cases be· the. more. important.. b agriculturist would 
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have such relations ehiefl7 with the landlord, the state, the moneyle~der 
and the, trader. Rent where it had to be ·paicl· in money, taxes such as 
the land revenue,· the .water charges'etc~ and "the payment of interest etc., 
on the debt would a~l necessitate converting produce into money form• 
The extent to which any· of these payments were inexorably: timed, the sale 
of given· vol\lllle of prodUce would. be ent'orced ·on the cultivator at. particu-. 
lar timese · These motJetary payments especially_ those in connection with. 
debts· may .also have the effect among· the ·smaller and poorer units of 
monetising an wtduly large share of the economi~ Ytmy of these units 
would find it necessary to sell.· a large share of: total production to 
satisfy immediate and pressing demands at one. time of. the year and to bq, 
back for consumption needs part of these· sales at a later period. 

• ~ . • . • ; . ~ •. : . ! : .· '.'.: •., .. . •. ,_ : ' . . .. _1 . . . ,;. _:f • • • • , 

Agricultural produce available for. disposal woUld com into the. 
hands of the' producer'in signif'icant quantities only. at. fixed periods in. 
the year~ :The, requirements" tor making" outlaY's. bot.h 8$ producer .. and 
consumer would be ·more continuous· throughout. tbe year. Hence tpe need. 
tor credit. ·The funds tor repayment 'would accrua chiei'ly through _the 
disposal ·of. the surplus or:· agricultural pr~duce. Credit: would . thus be. 
linked.with the marketing or·agricultural,Pl'9duceJ.and money+ending and 
the marketing· of agricultural. produce and also gemral trading activitie~.· 
would tend·to be combined by one' agency• · In economies .where. the land-~ 
lord held the dominant eccinomic posit-ion ·moneylending may be connected ~ 
with thiS class. · ·· ,- · .... -~ · : · .·. · -.. · .. 

. . ~... . . · .. 
The smaller· the scale of .. the peasant, the greater his .ignorance . 

and distance from the· ui<n-ket the more would he be dependent on the .trad-. , 
ing-moneylending clas~ and the greater would ~ the margins, they woul~ .' 
command. Apart from the scale ot .individual' operations, the developmen1i . 
ot the transportation s7stem of a region ·and the extent ot demand torr 
the product offered by the agriculturist tor sale would" determine the. 
strength· of position of the agricultural producer~ In the extreme cas~. , 
ot the sugar cane producers of Bihar and u.P~ the~e· exists· fol" them e.t · 
present a guaranteed purchaser a1; prices ti.xed. by government• in th$ .~ 
local sugar mille ' In crops like cotton there are. in most :important , 
cotton. areas a large number of regulated markets where 'f;he producer is .. :~ 
usuall7. certain of obtaining· a price in ·rair, relation to current quota- -
tions on the t:ommodity ·excharigee Againi in commodities. like eotton and . . : 
some others, agents· ot: exporters· or local 'manufacturers ¢ten operate· 
in producing regiOnS fOr obtaining SUpplieS immediately after parvest., I 

The advantage of these comparatively. sensitive· markets. ~Ul. be available, ., 
only to producers who are· tree to; sell. th~ir produce 111". the. waY. :\~hey .. 
think most sui table • · ·A wide • preferably 1.ntemational· ~ market, · C?ompe- .. 
titive purchase, good·transport·racilities ·and. freedom to ~ell senable 
even small producers to obtain !air ·market prices.: This .en~ire conjunc
ture is, however,·obtainable"only_in a.minority,of·.casesl and on the 
whole, the dependence·ot the producer·on the trading classes at all 
times 1q considerable. · · · · · · ' ., · · · · · · · 

This dependence is emphasized by the tact ot the processing ot most 
products being· in the hams ot clasaes allied t~i the trading ~nd money
lending classes. Formerly some aspects ot· proe.essing such as husking_ .. 
and partly milling- and decorticatirig were conducte~ by the producers : .. 
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themselvesJ also the:whole economY was more nearly self-contained. With 
greater commercialisation and a large portion of some crops being 
marketed, processing began to be divorced from agricultural production; 
and this happened especially after power-driven machinery was introduced 
for most of these processes. Consequently, today in all areas where the 
crop is an important commercial crop, husking and milling, ginning and 
pressing, hulling and decorticating are conducted in centralised units 
operated and owned by non-producers except in the rare instances where 
they are cooperatively managed. The one important instance of-processing 
stUl remaining mainly in the hands of producers is that of the somewhat 
elaborate process of the manufacture of raw sugar from sugar cane. The 
key position of processors in the disposal of produce and the fact that 
they are usually able to combine a!IX)ng themselves for determination of 
terms of operation weakens still further the bargaining.position of the 
agriculturist producer. 

. . 
The productive organization of rural industry had many features in 

common with the orga.'lization of agricultureo It was conducted essen
tially on a family basis m1d drew usually on the supply of labour of the 
whole family. Its capital resources were meagre, it tended to be under
employed and the income yielded by it was consequently low. Attention 
needs to be drawn to one aspect of Indian economic. organization in which 
it appears to differ from other similarly-placed economies. The ordin• 
ary peasant household in India is not self-containad in relation to most 
industrial products and personal servi~e needs. In this respect compara• 
tive self-sufficiency is. the attribute not so much of the individual 
household as of the villago community. The agriculturist aims at satis
fying f,lmi.l;y and business needs by own instruction so far as concerns 
food, fodder and one may add fuel. For other products and services he 
depends on the specialised artisan or other families within the village 
community. The carpenter and the blacksmith., the potter and the cobbler, 
the barber and the washerman are all resident artisans entitled to a 
small part of the crop on the threshing flooro Most of even repair work 
regarding agricultural equipment is performed not by- the agriculturist 
households but by the resident artisan families. In a large number of 
cases the artisan i'a~lies would also t~ve small cultivating holdings 
and would thus be part-time farmers. This would be the pattern in all 
the large settled plains areas in most regions of India where social,life 
was organized in substantial village conmunities. In mountainous areas 
where isolated dwellings or hamlets were tbe rule households would be 
somewhat more self-sufficient. 

The complement of artisans integrated within the village. community
organization would not be the same everywhere) this would· be related, in 
particular regions, to products and services required continuously by 
the peasant families. other artisan industry where products would be 
demanded only occasionally or pertodically would not be so evenly spread 
and would not be connected integrally with the organization of the 
village community, 

From the point·of view of organization, rural artisan and cottage 
industry may be divided into two classes. 'l'he large majority of arti• 
sans who were scattered widely over tm,·.countryside lived 1n close 
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proximity to consumers of their products and services and did not face · 
complex problems of credit and marketing. To a large extent their work 
was connected with maintenance and repair of equipment and in a number 
of instances of original production, raw material was supplied to them · 
by customers and they got paid mainly for wage work. Not only would the 
majority of rural carpenters, blacksmiths, potters and cobblers fall · · 
within the class but also basket and rope makers· and even oilmen may be · 
mostly included in it. Artisans of this class would also be. most likely 
to be part-time farmers in maQY instances •. Their field of operations · 
would be limited to a village or a small group of villages and the non
monetised sector in their business would be considerable. · 

The other class of rural artisans tho~h located in rural areas 
would face proglems of productive· organization similar to those of tradi
tional urban handicraft. The most numerous &nk)ng these would be weavers 
of all kinds. This class of artisan or handicraft industry - rural and 
urban -would be dependent on the trader both for supply of raw material 
and sale of product and would need credit for carrying stock and for 
sustenance during the average length of the period of production. • This · 
credit would be almost invariably obtained from the trader at either the· 
one or the other end, except in the not unusual cases where both ends of 
trading would be concentrated in the same class of trader. These 
artisan units would be even more dependent on the trading intermediaries 
than the peasant agricultural families;.for, there would be no element: 
of self-containedness in their economy. In this class also transition 
would be made from organization on fanily basis to the basis of a work-· 
shop; there would then emerge capitalistic ownirig of equipment and the 
employment of artisan on wage work away from their hemes. Even when 
this capitalistic form of organization emerged most of the artisans and' 
handicrafts industry operated as long as it was traditional, within 
specially circumscribed limits. 

These ~imits were set by technical consideration~ In this respect 
the position of Indian artisan industry differed from that of Indian 
agriculture. At least as far as the domestic market was concerned 
Indian agriculture was not faced with competition from production which 
was the result of superior technique of agricultural units either within 
the country or outside and barring the notable case of indigo, domestic 
production of particular agricultural products had not been affected by 
technical industrial advance. Traditional Indian industry, on the 
other hand, had raced for a century or more and continued to face a 
market which was continuously s~inking at a varying pace as the result 

·ot increasing variety anddheapness of machine products. The continuous 
pressure of the competition of machine industry had compelled tradi-

. tional Indian industry to adapt its methods, readjust its stages, and 
limit the variety of its productsJ but whatever the equilibrium reached 
at any time by these processes, it was liable to be upset afresh by 
further extension of field of machine products, forcing traditional 
industry to further limitations and fresh adaptation. The survival 
within given limits of the traditional industry was itself dependent on 
taking partial advantage of modern industrial technique. Thus the weaver 
used machine spun yarn, the metal worker ~- machine produced metal sheets 
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and the leather worker, for the major partl ·leather produced in modern 
tanneries. · And where improvements for strengthening the competitive 
position of traditional industry were proposed these involved taking 
further advantage of modern technique. Such were proposals for setting 
up central reeling, winding or sizing and warping plants for handloom· 
weavers or for improved types of bullock driven oilmUls fitted with 
ball-bearings •. 

The most important·result'ot these conditions· was that traditional· 
industry whether conducted on the·basis of the family or of the workshop 
unit suffered continuously from underemployment or unemployment ... The · 
underemployment suffered by peasant agriculture was the result of 
limited land resources and a growing peasant population, giving a small 
and a diminishing holding per family unit. The underemployment in· 
artisan industry was the result of a diminishing field of demand for the 
products of that industry •. In both cases the situation was revealed in·. 
the low income per workerJ all calculations indicated that the average 
income of the small scale artisan industry unit in India is as low as 
the average income of the peasant agricultural unit.· 

The industrial revolution affected Indian agriculture primarily 
through increasing commercialisation and monetisation of agriculturai' 
economy •. The first impact was through th~ increased demand created for·· 
agricultural products like cotton,. · The transport system in regions 
where these products could be grown was rapidly developed and the incen• · 

.tive of a large money i~co~e led to extension of cultivation of particular 
crops in these regions •. BegiMing with few crops and regions the move-·· 
ment became, in time, widespread •. As pointed out above increased com-· 
mercialisation or monetisation did not essentially change the unit or· 
organization of productive activity. It did not also materially 
influence technique. Some new crops were introduced, the varieties in · 
many were improved, in particular regions a new implement like the iron · 
plough made progressJ but there was no technical revolution. · The most · 
important change was in the relative economic strength of the landlord,·, 
trading and moneylending classes. ·The disappearance of the older· 
political and social regulations and the establishment of the British 
judicial system strengthened the position of all these·classes vis-a-vis 
the agriculturist producer and affected correspondingly the distribution 
of the increased incomes due to the commercialization of agriculture. 
During the last three decades legislative regulation has greatly under
mined, in a number of' regions, the position of the land owning classes. · 
However, in spite of' seeming policies to th~ contrary, the position of : 
the trading and moneylending classes is as· strong as ever and the,- · 
continue to derive the greatest benefits from every improvement in· the 
terms or trade or agriculture. • . 

The nature or the impact on traditional industr,y has been already 
indicated •. The first influence was the increasing imports of products 
of machine industry. This led, in course of ti~, to the disappearance 
or many old handicraftsl urban and rural, and continuous narrowing of 
the field for most others. The efforts at survival of these led to 
~ adjustments in production and adaptations in technique. 
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. 
For the impact or foreign influences the initial process was the· 

opening up of the country. The most important aspect or this was the 
construction ot a railway system connecting the main ports with im• 
portant agricultural regions.· This was done by British capital either . 
private or borrowed by Government. At the same time the road. system 
was developed and improved types or bullock carts introduced.· Thus 
within a few decades a revolution from the older system of pack animal 
transport ·for internal trade was brought about; The main immediate 
effects of.the development or this transport syste~ were the distribu• 
tion or ·imported machine made goods throughout the country and the export. 
of important raw products in increasing .quantities. Indian traders 
participated from ear11 stages in the Aistribution of imports and the 
collection or raw produce for exports; the foreign side or the trade was 
throughout the nineteenth century in European hands. As ancillary to 
trading activities the British established .from early days credit insti• 
tutions or the modern type, especially banks,.mostly in the chief ports. 
The first excursions in modern production activity were plantations-
tea and coffee and in connection with the export of agricultural 
products were begun certain processing activities. Then followed 
exploitation of minerals and lastly manufacturing industry. Indians 
played almost no part. in the nineteenth century in the development of 
plantations or mining •. However, together with internal trade Indian 
trading communities undertook processing activity from the start in a 
large measure. .Qne important feature of the development of industry 
in India was that in Western Indi8, with Bombay as the nucleus, manu
facturing industry developed in Indian hands from the very beginning. 
The chief reason for this seems to have been the presence of old estab• 
lished i'lnancial and .trading houses and communities in Gujerat, 
Kathiawar and Kutch who-were ready to take advantage of the new oppor• 
tunities. As a result, the cotton industry, which developed chiefly in 
Western India, was always predominantly in Indian hands. 

TUl the first world war: the policy of British Government in India 
was dominated by somewhat peculiar "liberal" concepts which led to 
imposing or a counterbalancing excise on Indian cotton manufactures, 
the moment a small revenue duty was imposed on imports of British cloth 

·and to the banning of even the establishment of an Industries Depart
ment by the Government of a province • There were many other diffi
culties such as those in obtaining prospecting licenses etc., in the 
way of progress of modern business in Indian hands. At the beginning 
of the first world war, economic activity of the modern type was very 
limited in India. Manufacturing industry was·represented chiefly by 
the cotton and jute textUe .industries, plantations chiefly by tea and 
only to a very small extent by coffee, mining by coal began chiefly by 
and for railways and general engineering chiefly by railway workshops. 

-There was also the processing and a small number of minor industries. 
All these excepting the cotton textile industr.r and processing were 
predominantly British owned and managed9 MOdern banking was represented 
by the Presidency Sanks of British origin and branches of foreign banks; 
insurance was conducted mostly by foreign companies and coastal shipping 
by steamers carried on mostly by British firms of either Indian or 
British registration. 
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During the first decade of the twentieth century Indian banks and 
insurance companies were first established and some change in policy of 
the State was brought about after the first world war. MOdern business 

9 

in Indian hands_steadily increased in volume and diversity during the: 
inter-war years. The· Indian beginnings in each line were usually with: 
the smaller scale operations and the British still continued'to do the ' 
pioneering in most new fieldse '·An important new development during · · 
this period was the establishment of subsidiaries by important interna- .. 
tional groups or units; this -was part of a world-wide movement. 
Concerns like the Imperial Chemical, Unilevers, Dunlop tyres, · 
Westinghouse Electric, General MOtors etc. established ·either completel¥. 
owned subsidiaries or allied concerns in collaboration with Indian 
capital. During the inter-war years activity·of British and other 
foreign business interests did not recede. They continued to hold 
their main developed positions in the older fields and initiated maey' 
new ventures. However, Indian business grew at a much more rapid pace · 
and hence its proportionate share had become substantial in most fields 
on the eve· of the second world war. Apart from the older fields of jute 
manufacture and coal mining and plantations where Indians obtained 
significant shares, they-made special headway in new lines such as iron 
and steel and hydro electricity, ·cement and sugar. Their growth in 
banking and insurance was vigorous; they began to participate in coastal··. 
shipping and took a substantial direct share in foreign trade. The· 
number of stock exchanges in 1914 was threeJ of these Europeans dominated 
only the Calcutta Exchange. During inter-war years stock exchange busi• 
ness mostly in ·Indian hands, grew in a large measure. And-in all 
important centres in the country a number of commodity exchanges, in . ~ 
which the speculative element was important,- also sprang up. 

A more radical change in the situation came about in the 'Forties · 
as accompaniment of the withdrawal of British polttical power •. The. 
gains during war time· of maey: Indian capitalist groups were large and · 
they were Willing-to offer favourable terms for acquisition of British· 
interests in all,types of business. ·The somewhat uncertain future 
induced many British businessmen to seize the opportunity and· there was • 
fairly large scale transference of ownership and management from British 
to Indian hands. It is, however, possible to exaggerate the total · · ; 
effects of this transference.' Details regarding·transference of owner
ship are difficult to ascertain. ·Howeveri British interests still · 
contiriue ·to control the- major portion of· the jute1 coal ,and tea planta
tion industry and have large important units in most.·other manufactures. 
The activities of-foreign banks,· insurance and shipping companies 
continue to be important and the sphere of operation of subsidiaries· 
or Indian collaborators of the dominant international units or groups 
is not dec:reasing.· 

The existing structure of Indian· economy contains-within itself a 
large number of divergent elements. In each aspect·it has~ in particu
lar, an important residue of pre-industrial revolution forms and 
usually also an important element of ·the most advanced industrial tech
nique and organization. In transport, for·example,·side by side with· 
the aeroplane, steamship, railway and.mechanical road transport, there 
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exist countr:r craft and bullock carts; and the share or both these 
latter continues to be ver;r considerable. In finance and banking the 
indigenous s;rstem had been well developed in pre..Sritish times for 

10 

the conduct and finance of an extensive long distance internal tradeJ 
mone:r changing, and a system ot trade and financial bills was full;r 
operative. With the extension ot trade in agricultural products a co~
nection had been established between urban indigenous banking and 
traders and agents in rural areas. Toda;r there is, in the countr;r, a 
modern monetar;r and banking s;rstem; there is a central monetar;r and 
banking authoritY' in the Reserve Bank of India; and the Imperial Bank, 
whose growth has been state-sponsored, has an intermediate, somewhat 
anomalous position; the finance of international trade is still largel;r 
in the hands of branches of foreign banks and within the countr,rbank
ing has developed in the direction of the concentration ot deposits and 
business in the hands of a small number or giant concerns with a wide
spread network ot branches. Even so the banking system has not reached 
the smaller centres of trade an4 the ill-defined polic;r or government 
towards cooperative forms has not enabled cooperative marketing, pro
cessing and banking organization to cover an;r substantial· part ot the 
field. The primar;r field of trading and finance still continues to be 
occupied, therefore, b;r surviVing parts of the older system. The rela
tion between the two systems is, however, not well articulated and this 
makes for difficulty in proper regulation and in the implementation or 
positive polic;r. -

The development ot modern industr:r has been on the usual lines or 
extension mainly in textile and other consumer goods industries such as 
sugar and vegetable oils. Because of speciallY' favourable conditions 
and of tariff protection an important iron and steel industr;r and a 
cement manufacture have been established. Heav;r Chemicals, production 
ot machiner;r, electric equipment, and other capital goods industries are 
still in their infanc;r. The future progress is dependent on planned 
effort whose direction and extent are, however, yet unclear. Toda;r 
though industrial production is much more diverse than it was two decades 
ago, its total extent is small in relation to size and requirements or 
the countr;r. Employment af'forded by modern industr;r is very small; the 
vast bulk of industrial employment is still in other forms. The total 
proportion or urban population - appraximatel:r lS p.e. - is itself an 
index of underdevelopment. Apart from modern large industry, towns 
afford employment in a large number of miscellaneous industries such as 
bidi or country cigarettes, bakeries or flour mills or various branches 
OllSuilding trades; they also give occasion for a considerable bod;r or 
modern types or workshop activity for repair, maintenance etc. The main. 
industrial employment, however, still comes from the traditional artisan 
industry ot the types discribed above. In special instances new inter
mediate forms of industry such as the power loom industry have arisen; 
but they are confined to few industries and localities and are not 
numericallY' important. Between the two fields of traditional and modern 
industry there is, however, little integration. Two types of rational
ised arrangements have for example, been reported from countries like 
Japan. One relates to the division or markets between the two types of 
industr;r and the other is the accommodation ot traditional skill, cheap 
human labour and domestic working by division of production by processes 



DRG 
ll 

some of which are allotted to domestic industry in the structure of 
modern industry. Intelligent action on either lines is not evident in 
IndiaJ hence, the haphazardness of the process of transition and its 
associated social and economic costs are both enhanced. 

In the early stages of industrial development, capital and manage
ment as well as technical personnel were all foreign. The displacement 
of foreign influence has come about in all lines and today, excepting a 
small number of highly specialised experts, techni6al personnel is 
normally Indian. There are no special difficulties in the way of 
recruitment, training or in bringing about an adequate increase in the 
supply of such personnel. Experience during war also shows that, when 
required, the minimum technical training of industrial labour even for 
munition fa~tories can be accomplished rapidly through intensive 
methods. The strength of trade unions in India is also not considerable 
and unless backed by State and legislative support these would, in the 
large majority of eases, find it difficult to stand 1ip against employers 
and their associations. The total potential supply of industrial labour 
is very large indeed. The main difficulty in the way of its proper 
utilisation seems to be the conditions of living and employment in the 
main centres of industry. The important point to notice in this con
nection is the heavy concentration of modern industry in India in 
particular centres and regions. 

The initial development of the transport system was such as to 
lead to a concentration of modern business activity in the main ports. 
First developments in manufacturing industry also took place chiefly in 
the port areas. With later growth concentration in the ports especiallY 
Calcutta and Bombay has become specially intense and within the other 
centres in the country there has been an equal tendency to concentra
tion and over development. This means that not only is there a small 
number of centres of modern industry but also that they are ~adlr dis
tributedJ the economic lite of large regions is thus practically un
affected b7 forces of industrialisation. It also means that the social 
problems in the industrial centres are specially acute. Housing condi
tions are very bad and family living is practically impossible for the 
bulk of industrial labour in most industrial concentrations. There is 
an entire absence of social security services such as sickness or unem
ployment insurance or old age pensions and this further makes it 
impossible to build up a permanently settled industrial labour force 
even in the largest cities. Ill-health, instability, unnecessarily 
large and frequent movements of labour between the cities and rural 
areas of origin are natural.consequences. 

Another feature of the development of modern business is the concen
tration of trading and entrepreneurial activity in comparativel7 small 
sections of the total population. Because of the dominance of caste in 
Indian social lite there has always been a high specialisation of occu
pational distribution. The trading and financial castes have been 
always highly urbanised and have rarely undertaken directly agricultural 
or handicraft productive activity. However, it is these communities 

--that had the resources and acquaintance with business technique required 
to ~nture in fielful opened by modern business. A small number of these 
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castes, therefore, chiefly supplied and continue to supply-, in the main, 
those who occupy the field not only in trading and finance but also 
the entrepreneurial role in modern manufacturing activity-. Caste and 
community bonds help to maintain and accumulate strength gathered in 
particular fields and also the extension of activities to others. As 
pointed out above the crucial economic position in relation to agri
culturists and artisans industry- is also occupied by members of these 
communities. Members of the industrial labour force and the technical 
personnel usually belong to entirely different sets of communities and 
this fact and their trading and financial bias give a peculiar turn to 
the operations of the Indian entrepreneurs. 

The bias towards financial manipulation rather than production 
performance has been greatly accentuated b.1 the general prevalence of 
the "Managing Agency1t system. British companies- who pioneered indus• 
trial and economic development in India on modern lines during the 19th 
century- were usually formed and incorporated in England while their 
actual business was carried on in India. In the then prevaUing condi;. 
tiona of transport and communication it was impossible for a British 
company directly to conduct this business. In the circumstances, there 
arose a practice by which British firms in India having British 
personnel continuously residing in the country- undertook the actual 
conduct of the business in India on behal! of British companies. For 
this they were paid a commission and an allowance. This arrangement 
was called a managing agency and in time the important British firms in 
India,-- the chief centr~ was Calcutta --came to hold managing agencies 
of a number of companies and in various businesses. It also hap9ened 
that initiative for floating British companies for particular projects 
was taken b,y the managing agency firms themselves. In this ease the 
prospectus of the company would itself state who the managing agents of 
the company were intended to be, and the reputation of the agency firm 
would help the promotion of the company. ~he institution of managing 
agents thus arose out of a peculiar situation. \1nen Indians and Indian 
companies entered modern business the institution was naturally adopted 
from the British in India. In the early days when the capital market 
was undeveloped and Indian personnel experienced in managing modern 
business limited, the agency system had some justification, even though 
the business and the company were not separated by- large distances. ( 
Also, in the days before the growth of modern banking, Indian managing 
agents, who were in origin mostly financing or trading firms~ were use
ful in the supply of working capital to ~ndustr,y. Today the situation 
has changed completely and it is no more difficult for a company in 
India than in U.K. to manage its business through a manager or a manag
ing director. But the managing agency system is by now strongly en
trenched and it has in recent years served as a device by which rising 
financial groups have brought under their control established companies 
in a variety or industries and trades. Legislation was passed in the 
thirties which put a term - renewable, or course, - to all managing 
agency agreements and which indicated a basis on which commissions 
might be determined. Events or the last decade show that this legisla
tion has not had much effect. Fresh legislation is at present under 
contemplation, but is encountering much opposition. 
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This feature of the situation gives a ver.y peculiar turn to Indian 
developments. It helps to retain control of the productive organization 
in hands, primarily, of financiers. And it leads to agglomerations or· 
combines of a peculiar type. The trend in India is not, as elsewhere, 
for either horizontal or vertical combines round a central productive, 
activity. Instead, there arise, because ot the operation of managing 
agency, large financial combines with a veey mixed compositionJ this is 
because the link ~tween the various members'in the group has not been 
technica4 production or trading considerations bu~ only financial oppor
tunity. It has been·calculated that towards the end of the second world 
war the sevan biggest managing agencies in India (four of which were 
British controlled) gave employment to more than seven percent of tha 
total employed persons in modern plantation and manufacturing concerns 
in India and that the corresponding percentage for ~he first twenty was 
mor~ than 14. It will be realised that concentration of this type made 
action as pressure groups much more effective than when the sphere ot 
individual combines was confined to particular spheresot economic 
activity.· The effect was intensified by the control by many of the 
biggest managing agencies of banks, ineurance companies and also news
papers •. 

Another feature of the Indian situation which helps concentration 
of economic power is that no legislation ~n restraint of monopoly has · 
ever been enacted or even contemplated in India. Not only are there no 
laws comparable to .the anti-trust laws of the u.s.A.,· but even nothing 
on the pattern of the post-war anti--monopoly legislation of U.K. has 
been thought of. As a matter of fact, the government has found.it con
venient to deal with trade and industrial associations, has encouraged 
their formation and has, in instances, given them legislative recogni
tion in such matters as price fixation procedures. This has given an 
impetus to the formation of producer and trader associations in each 
important field of modern business and the more influential of these 
have freely indulged in price maintenance and price raising activities. 

• 
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The former Indian state, notwithstanding n\llmrous ·changes in form, 
retaired throughout its generally alien and specifically British charac
ter. By concentrating on these invariants, aixl foreswearing the temptation 
to adopt a more orthodox scheme of topical or chronological presentation, 
Mrs. Lamb has produced a remarkably compact and perceptive study. She has 
persistently probed for the essence of her-complex subject, and has sought 
to analyze and explain, rather than to describe in detaU, what the state 
did to promote--and retard--Indian economic development. 

The emergent picture is one of a government whose activities promoted 
mainly British, not Indian, interests, and whose alien character was a 
fundauental determinant of its influence on the Indian community for both 
good and ill. Where Indian interests were served this was largely a by
product of the pursuit of British aims. The presence of the British did, 
unquestionably, operate as both a disintegrating and a reintegrating force, 
and so speeded some aspects of the transition from a medieval to a modern 
social order. On the other hand, the basic imperial compulsion to avoid 
political and social disorder operated in the opposite sense. 

These judguents are, of course, interpretations, based on a record 
whose inherent ambiguities have been heightened by a wealth of contrary 
coloration_.. Like all groups who desire to retain (or aspire to attain) 
power, the British sought to <Emonstrate the beneficence of their policies. 
And, as in many such cases, there was an element of validity to the claim. 
But it was far more true during the most dynamic phase of British policy in 
India, in the second half of the 19th century, than it was either before 
1850 or after 1900. Even in that relatively dynamic period the identity of 
interest between the ruler and the ruled was far from complete, and it has 
been one of Mrs. Lamb's major objectives to "formulate certain hypotheses" 
that would explain "Britain's ambivalence vis-A-vis India in both forward
ing and retarding economic development." 

Her method is to identify and trace the effects and inconsistencies of 
three major· strands of British policy, stemming from (1) the prevailing 
conceptions of India's role in ueeting Britain's economic needs; (2) the 
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pursuit of political objectives dictated by the desire to retain effective 
control over the king-pin of the empire; and (3) the application to the 
alien Indian econoDzy" of the doctrine of laissez-faire, which served · 
Britain herself so well in the 19th century, and which was a standard 
item of in~llectual equipment for British university-trained officials. 
Economically, India was regarded as a neat complemant to the United 
Kingdom--a source of food and raw materials and a market for manufactures. 
Politically, the basic aim was to maintain miniual "law and order" govern
mant. Ideologically, "uethod was hardened into principle and an end in 
itself," and "amounted to taking the stand that India should have only 
that amount of developnent which was consonant with the principle of 
laissez-faire.11 

Mrs. L~'s employment of the laissez-faire aspect of British policy 
as a fundamental component of her analytical structure is a powerful 
device for focussing attention on the consequences of the fact that the 
Indian state was the· instrunent of a power whose history, institutions, and 
conceptions were wholly alien to those of the territory it administered. 
At times, however, she seems to overemphasize the ideological, as distinct 
from the expedient, basis of the application of laissez-faire to India. 
Where clear praguatic justification existed,- the Governma"iit'Was able, in 
good British fashion, to effect a compromise with.received doctrine, and 
its consequent promotion of railways and irrigation projects in the late 
19th century was a phase of policy which one recent writer has felt justi
fied in calling "an experiment in state socialism." Although the 
"experiment" was exceedingly limited in scope, and in other respects the 
departures from laissez-faire principle were inconsequential, part of ~he 
explanation for both facts is to be found in direct, and often short
sighted, pressures by private British economic interests, Had it not been 
for this, the mutual advantages to be derived from a progressive enlarge
ment of the internal Indian market might have been more widely recognized, 
and there might have been more concessions to growing Indian demands in 
the 20th century for infant-industry protection and for the direct stimu
lation of manufacture. There were, indeed, ·some initial moves in this 
direction. That they were quickly s tit'led, and that public works were not 
carried further, is no doubt explained in considerable measure by the 
addiction to 19th century habits of thought, but tha desires of British 
capitalists to obtain revenue that would otherwise accrue to the govern
ment from "productive" public works, and the lobbying activities of 
Lancashire mill-owners, interested in preserving a weakened position in 
the existing Indian market, were a contributory influence, In the absence 
of such home pressures, the British genius for doctrinal flexibility and 
political adaptation might have manifested itself in greater degree. 

A structural feature of the Indian state, not considered by Mrs; Lamb, 
is of possible interest in this connection. There were, in a very real 
sense, three Indian states, not one. The home branch (India Office and 
Parlianent) had the final word, to be sure, but the Government of India 
was an independent factor in the determination of policy all the same, not 
only through the exertion of influence but also in the sense that admini
strators always determine policy in the act of executing it. Thirdly, 
within the Government of India itself, there were the provincial govern
Dents, subject to the control of the Centre, but enjoying a considerable 
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(though varying) measure of autonolltV'• In Indian eyes there was, of course, 
only the unitary British Raj; a view no doubt fostered by the fact that · 
policy differences among the several branches were so far as possible kept 
under cover. But the fact is that the Indian state was trifocal, and this 
f~ct may help to explain certain aspects of the ambivalence of British 
policy noted by Mrs. Lamb. 

There is evidence, tor example, that there was considerable articu~ 
late sentiment within the British community in India favorable to more 
active prosecution of public works, to more effective government super
vision of railway management policies, and to measures designed to aid 
industry. To SOPI9 extent these sentinents must be attributed to that 
"instinct of workmanship" that can inf'ect even bureaucrats. Such seems 
to have been the case with Chatterton, in Madras, whose efforts were 
effectively blocked ~~ the Morley despatch of 1910. But it is not intended 
to suggest that the Indian Civil Service typically desired to promote 
Indian interests, only to be frustrated by the Secretary of State.· As 
institutions, both the Goverrment of India and the India Office sought to 
promote British interests, but sometimes these looked different when 
observed from Calcutta or Delhi and the Provinces than when observed from 
Whitehall. The so-called "Era of Public Works" in the latter 19th century, 
for example, is probably to be explained less as a response to the United 
Kingdom's reed for food and raw material imports·, as suggested by Mrs. 
Lamb, than as a response tQ the "need" of British officials in India to 
meet the administrative problems posed by recurrent famines and unstable 
tax revenue. P. J. Thomas, referring to the "proverbial dependence of the 
Indian Government on the monsoons," quotes· Sir Guy Wilson as once having 
said that the Indian budget was "largely a gamble in rain," and he proceeds 
to assert that "the fundamental cause of the change /Jrom a strict 
laisse·z-faire to a public works policy7 was the growing recognition that 
the Government's revenue was dependent" on agriculture • • •• Even in those 
parts of the country whose agricultural condition directly affected the 
public revenues, improvements were generally carried out as the result of 
soma crying evil which called for urgent remedy. Famine was the chief of 
these evils • • • • Between 1860 and 1880, several devastating famines broke 
·out in one part pf India or another and caused great suffering and the 
loss o£ much revenue. This convinced the. Government that a more systematic 
policy of economic and social improvement was essential in their awn 
interest as well as in the interest of the people. Thus originated the 
~JeW policy of financing public works by loans .n Similarly, when the 
Indian Governm:lnt favored the eventually won (in exchange for Imperial 
Preference) greater freedom for India in setting import duties after the 
first World War, the motivation appears to have been less a desire to ..../ 
promote Indian development than to acquire an added source of revenue. It 
should also be remembered that such departures from strict laissez-faire 
principle accompanied other departures at home and within the Empire as a 
whole, brought about by social pressures in the one case and the desire 
for greater imperial cohesion in the other. · · 

If 1 at tines, the administrative needs of the Indian Government 
impelled it, with the consent or against the opposition of the India 
Office, to advocate economic policies conformable with the social and 
economic needs of India, it was frequently otherwise on the political 
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front. High level Cabinet policy with respect to the constitutional 
question had inevitably to take some account of the demands of British 
liberals who favored increasing the degree of Indian self .. rule. In India, 
British officials were tut little affected by the climate of opinion at 
home and, seeking to avoid trouble, were both opposed to Indian desires 
for political and social reform and agreeable to perP.9tuating or further
ing divisive communalism. E. s. Montagu, Secretary of State for India, 
1917-22, was deeply impressed by this fact on his visit in 1918, and 
recorded it in his diary. As quoted by D. H. Buchanan, he wrote: •These 
£Britishl people here, ......... living in their seclusion and in a firm belief 
in their superiority, are really tinkering with the subject. They are 
not in earnest in suggesting a fundam9ntal reform. He [the Government at 
JladraiJ told me that he believed we ought not to talk politics to these 
people at all; we ought to play with them, humour them on politics, and 
discuss with them, industrial developmnt, education, and social reform; 
that there was no necessity for doing aQYthing;--- He assured me that all 
respect for govermoont had gone1 that people used to consider all officials 
from the Viceroy downwards 1 as a sort of gods not to be argued with or 
challenged. That had all disappeared; we were playing with fire; danger 
was written everywhere.• Although these policies had apparently not been 
pursued with sufficient singleness of purposj~ to satisfy their most ardent 
exponents, Mrs. Lamb's conclusion that they were none-the-less an important 
deterrent to Indian advancement has authoritative support. 

Perhaps we may conclude that it is well-nigh a law of administrative 
behavior, governmental as well as corporate, that the executive act 
ambivalently; wishing to perpetuate itselt in power, it must directly or 
indirectly, also serve the interests of those to whom it is ultimately 
responsible. In India, because the executive was not responsible to those 
over whom it administered, no ultimate legal sanction existed. Indian 
benefits largely depended, therefore, on far weaker drives-... tha admini• 
strator 1s desire to make things easy for himself and his absorption in the 
job as such. These factors somtiues operated to India's economic ad
vantage, but politically, the ·tendency was the other way. 

A point implicit in Mrs. Lamb's analysis, but not stated explicitly, 
is that a change occurred in the affairs of India after the turn of the 
20th century. Until then the All-India Congress, founded in 188.5, was 
unable to make itself felt as an important pressure group, and there was 
relatively little clash between the economic policies that the Government 
of India thought appropriate and the economic and imperial interests of 
Britain which both they and the India Office desired to promote. Nor had 
Germaqy, Japan, and the United States appeared as major competitors in the 
Indian market. Economically, ani even to some extent politically, there 
was a considerable harmony between Indian and British interests in the 19th 
century. What was good for Britain was, in a not too limited sense, good 
for India. This was an accident in history, but it was a fortunate 
accident. 

That Britain had begun, in the 20th century, to lose its position of 
world industrial primacy and its sense of political direction, and that 
these changes were accelerated by the first World War, was less fortunate 
for India. The strains inherent in the nature of the relationship between 



the Indian state and the Indian people, and in the structure of the state 
itself, were progressively aggravated by the changes that were occurring 
both within India and in her economic relations with other countries. 
There was again a certain harmony of interests, but now the shoe was on 
the other foot: what was good for India was good for Britain. Both 
countries stood to gain from all-round Indian development. But the con
ception was too big, the relation of economic developmnt in India to 
declining industries and unemploytrent in Great Britain too remote, the 
19th century habits of thought too limited. Britain's policies in the 
20th century, therefore, served neither her own nor Indian interests well. 
India needed to covert her export surplus into an import surplus and 
Britain needed more exports. But the economic gears did not cleanly mesh. 
Britain could think only of reviving cotton and coal, while India needed 
capital goods. Economic developmnt in India required economic reorganiza
tion in Britain. As Mrs. Lamb says: "The British in India failed to 
understand both the imperative of Indian economic developmnt and the 
general nature of the problem of developnent in the 20th century. That 
Britain was unable to transcend her own experience was partly a result of 
the pressures of special interests against Indian industrial development. 
Put in broader terms, this was a failure of Britain herself to act and 
think expansively in relation to the British econorey- and that of the whole 
empire in the context of emerging modes of operation of the 20th century. 
To do this would have required a different mentality as to the way economic 
activity might be «;)rganize·d. 11 

· 

It would also have required a different sort of economic analysiS 
than that to which British leaders were accustomed. They saw their long
run problem as one of prices and markets. Pending adjustnent, they were 
confronted with an immediate financial problem, to be dealt with in 
financial terms. To the extent that they thought in terms of economic 
reorganization 'at home and development in the Empire they felt their hands 
tied by the burden of debt and the paucity of revenue, notwithstanding 
the existence of idle resources. Indeed, they could scarcely have thought 
otherwise. Realization that scarcity of real resources poses one kind of 
problem, scarcity of financial means another, is a curiously modern idea. 
Perhaps this is wey Mrs. Lamb did not trouble to point out, in her dis
cussion of fiscal policies between the wars, that it is unnecessary to 
collect taxes to finance public works, and hence that this was a phantom 
obstacle-or, at least, that it would have been if the British had not 
delayed establishing the Reserve Bank of India so long, and had been will
ing themselves to finance Indian capital equipment purchases in the United 
Kingdom. Given a reasonable measure of financial flexibility, taxation 
is more important as a deyice for controlling inflation than as a means 
of financing social and economic improvements. From this point of view 
it is well-nigh essential, in a country like India, that the tax system 
be somewhat regressive. This is an unpleasant fact which must be faced, 
and Mrs. Lamb, in her zeal to show how delicately the British handled the 
well-to-do minority, does not seem to face it. The objective of social 
justice conflicts with the need to siphon away, and realize as saving, a 
large part of the money-income increments accruing to the lower income 
groups as the result of developnent. This does not nean that the upper
income groups should be favored; their incones should be heavily taxed. 
But it. does mean that it will be difficult to avoid inflation by relying 
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mainly on revenue (saving} from this source--unless_. of course, the pace 
of developuent is slow or its pattern so lopsided that little income 
filters dawn to the masses of collSWilU's. A further point to bear in 
mind is that eustom duties, it leviep with proper selectivity, will con
stitute a charge mainly on the upper income groups, and can also help to 
retard the growth of imports as incone expands. 

i 

No doubt wisely, Mrs• Lamb has avoided the complexities of Indian 
Conshtutionai. development between the wars.- They have some ref~rence to 
her topic, hcw•Jver. On the Indian side, efforts to overcome sturdy 
resistance to the grant of responsible governuent channeled leadership 
e119rgies itrt.o agitation for political rather than economic and social 
reform and, 1.~1 the case of Ghandi 1 s movement to revive cottage industry 1 
even diverter them into advocacy of economically retrogressive policies. 
On the Britinh side there were similar diversions and confusions. The 
reforms of J.919 had been regarded as a definite step towards Parliamentary 
rule for In iia but; according to Coupland, the Simon Report a decade later 
marked a "rilversion to the scepticism which had prevailed before 1917 as 
to the pra·~ticability of British Parliauentary government in India." This 
is a symbol of the confusion of leadership into which Britain had fallen. 
It is als(·, perhaps, an indication of the fact that it is easier for the 
"ins" to Jee how their use of power can serve the interests of the "outs" 
than to recognize the mutual advantages to be obtail19d by a well-prepared 
transfer of power. 

Wb;.t lessons energe from this study of the role of the state in 
Indian r:conomic development? 

One, noted by Mrs. Lamb, is that the problems of those areas that are 
undeveloped relatively to the West require a 119W theory of the role of 
government and its relation to industry. Those nations that have becoue 
"mixed" economies through the expansion of the government into areas left 
open by private enterprise must be prepared to see this procedure reversed 
in differently situated countries. This is a fruitful suggestion whose 
implications for social and economic policy in the less-developed countries 
fully uerit the further exploration that Mrs. Lamb implies is needed, 

Another lesson is that we have a lot to learn about the actual work
ings of the colonial relationship. Because it is the essence of colonial
ism for sovereignty to be exercised by a foreign, usually alien, power, 
there has been a tendency for evaluations of this relationship to be more 
emotional than analytical. A polarization near two extremes can be 
observed. At one extreme are the attitudes of justification, typified by 
the "white man's burden" theme. At the other are the attitudes based on 
belief in the liberal principle of self-determination (colored with 
Xenophobia on the part of subject peoples}, Those holding the latter type 
of view are often distrustful of evolutionary policies; and with some 
justice, for this middle ground is largely, but not quite wholly, barren 
of successful ventures. Conspicuous examples of matured and liquidated 
colonial relationships are furnished by Canada and Australia, two very 
special cases. (In South Africa and New Zealand the problem has become 
an internal one of the relation between the established white and the 
native colored populations). Examples of less successful transitions 1 
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effected under pressure and without adequate preparation, are supplied by 
India, Ireland, and Indonesia. Indo-China is a notable example of a non
evolutionary situation, and it remains to be seen what the future holds 
for French North Africa. How successful our awn liquidation of respons
ibility in the Philippines will prove to have been is still unpredictable, 
and Puerto Rico offers yet another sort of unmatured relationship. 

There is no D:led to multiply cases. Existing and potential variants 
of the colonial relationship are indefinitely nunerous, particularly if 
one includes the 11 colonial11 aspects of the more limited political and 
economic relationships that arise between nominally or actually sovereign 
powers. Such aspects are found in the relationship of Britain to Egypt 
and, now, of the United States to Japan; in many of the relationships of 
creditors to foreign debtors; in the relations of foreign-owned enter
prises and foreign technicians to the countries in which they operate; and 
even in the Marshall Plan, Point Four, and NATO. The existing bases of 
nearly all these relationships, whether inherited from the past or arising 
out of current requirements for international economic and technical aid, 
mad to be re-examined and reframed in politically acceptable dynamic 
terms. (The recent arrangeuent between India and the Socony-Vacuum Oil 
Compaey is highly suggestive in the investuent sphere). . 

What is involved here-is a special, though peculiarly troublesome, 
problem in political evolution. The western world has had some success 
in devising uethods for handling the analogous problems presented by the· 
rise to power of new classes within the national polic,y. The probability 
of violent action has been diminished by the creation of machinery for the 
smooth and usually gradual transfer of dominant power from an old to a new 
group. The transfer usually occurs as an integral part of a process of 
social change in which the old dominant power group, having lost its 
dynamism, has begun to turn towards static conceptions, while a new group, 
with new visions, is demonstrating its capacity to take principal charge 
of the processes of development. It is one function of a good political 
system, therefore, to provide that dominant power be vested from tiloo to 
time in those best fitted to exercise it for social growth. The state, 
as the pool of social power, acquires characteristics derived mainly from 
the. dominant power group (or groups) 1 and it will perform a dynamic or a 
static function accordingly. As there is little reason to suppose that 
aey power-wielding group will be sufficiently well-motivated or informed 
to act primarily in the interest of other groups, the only ease in which 
it will· ordinarily be true that tiwhat is good for x-group is good for 
everyone" is when the x-group is dynamic. Assuming that growth is desir
able, society is constrained, in its own collective interest, to provide 
:that the dominant power at any time shall be exercised by one or more 
groups which, by virtue of being dynamic, can be expected to activate the 
growth process and, in this sense, further the interests of sooiety as a 
whole. Societies where the political system does not permit the successive 
transfer of dominant power to such groups 1 whether by an orderly or a dis
orderly process, eventuallybecoue vacuums inviting political and economic 
penetration. Whatever one may think of the ethics of imperialism, it 
should be recognized as the operation, on an international and highly 
charged emotional plane, of those processes that have accompanied political 
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and economic develop~nt in the advanced countries. It is an outworn 
historical phase, and the main issue is how the transition to a new phase 
shall be effected. 

. The same pragmatic and ethical justifications that have led western 
societies to evolve political systems that facilitate order~ internal 
shifts in the balance of power among groups also exist for external power 
relations. The required transfer of power in the case of India eventua~ 
occurred with a minimum of violence, partly for reasons rooted in Indian 
cultural characteristics and part~ because Britain had learned son:ething 
from its experiences with its North American and antipodal colonies. The 
ground was ill-prepared, however, and both Britain and India have paid and 
are still paying the price. As Mrs. Lamb remarks: "The Indians ---have 
inherited an economic, social, political and administrative structure 
which was built for other ends than economic development. They face the 
gigantic task of transforming this whole structure to maet the needs of 
developn:ent. This task has been rendered even more difficult by the 
impact of --- partition on the Indian econo~;" · 

To avoid similar aggravations in the future we must evolve a more 
rational approach to the existing problem of colonialism. Unlike other 
international conflict areas, this one presents difficulties that are 
wholly of our own making and that are capable of being removed by our own 
actions. What is required, first, is acceptance of the eventual need to 
liquidate all colonial relationships, whatever their kind or degree; and, 
second, solution of the social and technical problems involved in the 
transfer of responsible authority from foreign powers to native groups. 
Additional studies like those of the role of the state. in Indian develop
ment could help us to acquire a better understanding of the dynamics of 
this latter process. 
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Most discussions of economic growth deal with national economy and 
with nation-wide figures and indices of earnings, productivity, trade 
and the like, as far as they can be secured. Social and local . forces 
are not ignored or eliminated in such an approaChJ rather it is assumed 
that they are absorbed and reflected, along with other factors, in the 
final figures. Where factual information about the general features of 
the economy is what is wanted such an approach serves the purpose. Where 
the interest is to stimulate new economic developments in a land of small 
villages 1 a much more intimate picture of local social alla economic pro
ceases may be necessary. This paper is an attempt to suggest ways in which 
the social organization of the Indian village relates to problems ot 
economic growth which India confronts today • 

. 
We may well begin with the largest social and political entity 1Ve 

are considering hSre, the village itself. Because the village usually 
contains a number ot separate, socially ranked resident castes its soli
darity is often greatly underestimated. Each village has its traditions 
and usually has ita own protective godlings. It is fairly standard pro
cedure to "introduce" a new bride who has come to a village to these 
godlings. Family traditions are closely associated with the village and 
where, as in India, family consciousness is strong it is difficult com
pletely to sever ties with the place where onets family has lived for 
generations. Conse~uently we find city dwellers who have not lived in 
the village for years, still referring to the village as "home." American 
urbanites of rural origin are otten quite willing to forget their birth
place. But Indians whose education, work or attainments have taken them. 
from the village ~ften visit it and usually keep in touch with it. It i~ 
a matter of pride throughout India that the President of the Republic and 
other high officials continue to affiliate with their villages and to 
retire to them when their official work is done. 

Apparent factionalism in the village is likely to mask underlying 
unity. In one village where I thought faotional~sm was rife I was assured 
that it the village were attacked or opposed from without,. the people 
would close ranks and "even the stones ot the village" would resist. The 
various groups and castes of the village have mutual obligations in 
respect to one another and what seems like division to the outsider is 
largely an elaborate system of division of labor for getting the work ot 



the village done. This is one of the things Indians mean by the phrase 
"Unity in diversity" which they so often use. 

2. 

To a considerable degree his village affiliation identifies and 
anchors an individual. In India the individual has to be placed in terms 
of family and this family is identified with a definite place of resid
ence. The individual feels this, too, and accepts that he will always 
find living quarters and friends at the family seat. 

Because of these sentiments, rights and traditions the village 
remains a possible haven even·when circumstances take an individual 
away from it. When conditions are hard in _the village, it is often 
believed they are still harder on the outside, And for the villager who 
at least has shelter, relatives and friends in the village this usually 
comes close to the truth. 

The solidarity or the village is not merely a matter or sentiment 
growing out of long residence or people in close proximity. Ordinarily 
in addition to the integrating forces already mentioned, its population 
depends on the cultivation of a well defined tract of land, has developed 
work, wage and other mutual understandings,-and has means of adjudicating. 
local disputes. The Government of India and the governments of the 
Indian States have lately introduced measures and policies designed to 
augment the importance and unity or the village. Recent land reform laws 
seek to eliminate the absentee landlord and to vest land ownership rights 
in the hands of cultivating villagers. The village assemblies have been 
given legal status and expanded powers and responsibilities. Local courts 
have been established to settle minor disputes. 

This hold, past and present, of the village on the individual is 
not without its meaning tor the modern economic picture. One ot the 
grave problems in industrial centers is to recruit, train, and hold an 
efficient labor force. If this is to be done, attractions greater than 
the village affords will have to be offered. As it is now the Indian 
industrial worker usually refuses to bring his wife and children to the 
crowded city. When he does bring them he has a most difficult time find
ing housing or the most elementary kind for them. It is easier for him, 
especially if he is a member of a joint family, to leave them quietly in 
the village in the care of his relatives in his absence. This probably 
means that he will return to the village at times or harvest and sowing, 
when labor is needed, and will simply endure industrial work in the mean
time. Perhaps when he again leaves the village he will return to the 
same industry and the same job; perhaps not. Since he does not feel 
finally committed to urban living or industrial work he is not as con
cerned about work conditions, advancement ahd industrial reform as he 
might otherwise be. Basically his attachments and thoughts are still 
pointed towards the village. Obviously it is difficult to develop a 
skilled labor force under such conditions. Low wages and poor accommoda
tions for living and eating in industrial centers play an important role 
in this state of affairs. But the pull of the village and its ability to 
offer a haven, protection-and a sense of identification, needs which the 
present industrial centers seldom meet, must also be taken into account 
In other words, it may be less the defects .of industrial and urban lif 



in India, serious though they be, which slows the development of' a 
trained labor force, than the retention of' the values of' rural living. 

3. 

The manner in which sentiments toward the village and approval of' 
the values of' village life color plans tor the economic development of' 
India is not difficult to see. There is a very vocal and influential seg
ment of Indian opinion which insists that whatever else is done, cottage 
and small dispersed industries must be fostered, so that more varied 
work opportunities and prosperity can be brought to the countryside with
out the disruption of' the villages. It has been pointed out by both its 
friends and critics that the recently announced five-year plan ia con
cerned mostly with food production and rural rehabilitation and will 
expand much less on industrial and urban sectors of the econ~. 

Even foreign aid programs which have been proposed have taken on 
this emphasis. The general plans which Ambassador Bowles has recommended 
if substantial American aid over a term of years is forthcoming would e'
tablish a network of dispensaries, schools and experimental stations td 
blanket the rural regions and serve the villages. 

Dr. Kingsley Davis, in a paper prepared for this conference, has 
called attention to the relatively slow growth of Indian cities. His 
demographic observations are not unrelated to the central place that the 
village has in the social-organization of' the Indian people. The Indian 
village is a highly organized social unit within which the individual 
usually finds work, protection, identification, recreation and leadership. 
Its economic functions are prominent, f'or it is identified with a certain 
amount of' arable or grazing land and its population will normally be com
posed of' a certain number of occupational castes whose-combined efforts 
take care of' most of' the local needs for food, fodder and essential ser
vices. The present political, economic, and social plans of the Indian 
government, and of' outside agencies too, are to support and revitalize 
the Indian village and to increase national income, efficiency and well
being by stricter attention to its needs and greater development of' its 
resources. More water is to be brought to its fields by irrigation works 
and dams. Its fields are to be enriched by cammeroial fertilizer and 
protected by modern contouring. Its people are to be made literateJ their 
elective officers are to have wider powers and heavier responsibilities. 
It is plain that the village and its problems have become the focus of' 
India's economic planning and effort. Consequently the study of' the 
Indian village today is much more than a technical exercise in sociology 
or cultural anthropology. It is and will increasingly become, a feeling 
of the pulse of' the national effort, a means ·or interpreting events and 
trends, and a basis for reformulating policy. 

If it is agreed that much of' the effort toward economic growth in 
India today hinges on making the village a more prosperous and efficient 
unit it may be useful to examine a few of' the social organizational prin• 
~iples of the village which may aid or impede this process. 

The panch {arbiter) and the panchayat(assembly of arbiters) are 
extremely important figures in Indian social life. The present government 
has fostered the democratic elections of' village panchayats and expects 



and exhorts these assemblies to be the spearhead in plans f'or better 
roads, sanitation, educational facilities, greater agricultural pro
ductivity, more appropriate land use, development of marketing facili
ties, and so on. IJa.ny enthusiasts about grass roots movements are 
extremely optimistic about what the new panohayats can accomplish be
cause they feel that an old institution, understood by the people and 
recognized as their very own. is being reestablished and used. 

4. 

There are 1 however 1 some important differences between the new 
panchayats and those which functioned in the past, between the kinds of 
decisions rendered in the new setting and the old and between the kinds 
of problems that came to them then and now which require attention. 

In the first place the panch or arbiter was used very extensively 
in the past to settle disputes between individuals or between two 
families. The disputants would each choose a certain number of panches 
or respected elders, acceptable to both sides, who would meet and coma 
to what they considered a reasonable solution. Once the decision was put. 
in their hands, their verdict was morally binding upon the rival claim- . 
ants. Most frequently what they arrived at was ooncensus or compromise. 

Another point to keep in mind is that whenev~r possible disputes 
were settled or judrnments rendered by the assemblies or local ruling 
bodies of the castes to which the accused or the disputants belonged. 
The caste had the greatest hold, economically and socially, on its mem
bers. The edict of' the caste panchayat might prevent an individual from 
carrying on his caste work and thus deprive him of a livelihood. If he 
were outcasted his social and recreational life came to a standstill. for 
his caste brethren would no longer invite him to their.affairs. Worst of 
all, no families would accept his children in marriage and his line was 
in danger of' extinction. The fine which the caste might levy for rein
statement could be ruinous. 

Cases of violation of caste moral or behavioral codes came, of 
course, to the caste panchayats of a locality. Since occupation is one 
of the prime bases of caste, violations of work.practices or work ethics 
were placed before the caste assemblies too. This tendency to refer 
everything possible to the caste assemblies arose from the feeling that 
harmonious and ordered social life resulted from the willingness of the 
elements of the population to carry out their respective moral and 
economic caste obligations faithfully. Breaches of the code, though they 
disrupted the larger organization, could best be dealt with by the closer
knit unit to which the individual was directly responsible. 

Today the use of respected elders or panches is still resorted to 
by individuals, though not as frequently •. Local courts, composed of 
members elected for a definite term and serving a number of contiguous 
villages hear cases involving small sums or charges of minor infractions 
of the law. The new panchayats are expected to devote their energies to 
issues involving the entire village •. 

This is a considerable shift of emphasis. It presupposes a central 
body which will not yield to caste or occupational interests and whose 
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edicts will be considered bindin~ by the entire population. But formal 
elections or laws do not automatically bring such things to pass. In 
many villages caste alignments have been an important factor in the elec
tion. In one Indian village about which we know something a number of 
low-caste groups formed an opposition to a populous,· high-caste, land
owning group of the village and obtained political power. The displaced 
former leaders of the village have adopted a policy of non-cooperation, 
and, since they are the wealthiest and one of the largest groups, virtu
ally nothing has been accomplished since. Needless to say, the present 
administration is being discredited. Plans to open up water channels, 
straighten roads and accomplish other wort~ objects have come to naught. 
Whether these caste rivalries can be reduced in favor of more· general aims 
remains to be seen, and it will be interesting to note whether the second 
election campaign for assemblymen in this village proceeds along different 
lines. 

In another village where I tried to learn something about the com
position and functioning of the village assembly I found that it too, had 
been organized, though this time without contention, along caste lines. 
On the basis of population the village was entitled to a certain number of 
assemblymen. Then, on the basis of the size-of its membership, each 
caste was asked to appoint its proportionate number of representatives. 
Thus no real village-wide election took place, though this was prescribed 
by law. In this village the panchayat, perhaps in part because of the 
manner of its selection, had very little popular support. It has found 
it hard to raise the smal~ tax it was entitled to levy for its mainte
nance. Its meetings were poorly attended. When it called a general meet
ing of the voters of the village it could not bring together a sufficient 
number of people to transact business. Membership at its own·meetings was 
poor. Some were hesitant about being involved in its deliberations for 
fear that its activities would prove unpopular. There was some reason for 
concern about this. At the first meeting the representatives of the "agri
cultural interests" took the floor and proposed various rules, penalties 
and ordinances to protect them and their crops. For instance, they wanted 
severe penalties exacted when the cattle of another strayed into their 
fields. To prevent theft of standing crops they wanted it forbidden to 
pull up food plants by the roots; they argued that if the plants were cut 
a person suspected of theft could show from where he had cut the crop and 
match top with stalk if need be to prove his innocence. The cattle her
ders and non-agricultural castes considered these proposals to be nuisance 
measures aimed at them and quickly lost interest in the panohayat. 

There is a contrast, too, between old and new ways of selecting 
village leaders which has not yet been resolved. The position of headman 
or the village was often hereditary or of a semi-hereditary nature and 
was usually a life-time office. Where a large village was broken up into 
distinct hamlets, each of these hamlets often had its recognized leader 
also. As respect for a person's wisdom and judgment grew he was likely 
to be called upon to arbitrate disputes and to give advice on caste or 
public matters. Generally speaking, then, responsibility and leadership 
came to the villager gradually and without electioneering on his part. 
Age, success in managing his own family affairs, personal record, ability 
to command attention and respect from others and a good many other subtle 
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attributes operated to give a person standing in village political life. 
Driving personal ambition and a tendency to thrust oneself forward was 
a handicap rather than an aid to achieving public esteem and recognition 
of this kind. 

In the present situation the pe.oohayat is an elective body. To be
long to it an individual must be concerned enough about public office to 
campaign and run for it. In some places the people have not yet accepted 
this noisy and aggressive manner of determining their-representatives and 
still have panchayat members quietly appointed, as in the case cited 
above. Otten, too, when elections are held, the "natural" leaders of the 
community decline to run. Since recognition had come to them in the past 
without special striving, campaigning or self-praise strikes them as un• 
dignified. Some of the respected elders seem to feel that the new organi
zations are something for the younger, educated men. Consequently in many 
places there is for the time being a dual political organization, a head· 
man and group of respected elders, and the formally elected and legally 
recognized panchayat of today. Ordinarily there is same overlap between 
these two bodies, but seldom is there complete identity. Dissatisfaction 
with the program, policies or achievements ot the modern panchayat may 
mean continued or greater dependence upon the advice of the old panches, 
who may rule the community in fact, if not in name. 

The contrast between the former social-organizational situation and 
present conditione can be summarized as follows. Formerly the social 
organization and econamy·or the village rested upon the activities of 
highly stratified groups, the members of which were each well aware of 
their duties and responsibilities. Breaches of the moral or work code, 
unless they were a glaring affront to the entire community, were dealt 
with by the caste to which the offender belonged. Control was decentral
ized as much as possible. Community good was achieved by having its com
ponent groups take responsibility for the conduct and contributions of 
its members. The function of officials was to enforce and uphold the 
tried and accepted, rather than to introduce the new. Health, sanitation, 
road maintenance, education, enforcement of national or provincial laws 
were considered the business of subdistrict, district, or provincial 
officers and so their promotion required no especial political machinery 
in the village. 

Now there is an attempt to establish a much different set of poli
tical relationships. There is an effort to decentralize Indian political 
life, but decentralization is sought at the national, state and district 
levels. Much more control over taxation, roads, education, health and 
sanitation, and law enforcement is being delegated to local' authorities 
and much responsibility for its own planning and welfare in regard to all 
these matters is being vested in the village. This calls for the develop
ment of political instrumentalities which can cope with issues that in
volve all the people, regardless of caste. It also calls for a political 
body which is oriented toward the promotion of new policies, - experiments 
in education, in agricultural techniques, in the combating of disease, -
rather than in conserving old standards and practices. 

The effort to develop a strongly centralized village government which 
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rises above caste or special group problems and which is prepared to 
act in the interests of the village at any time parallels a greater 
fluidity of the population in matters of work, status and movement. New 
forms of enterprise and the elimination of lessened importance of acme 
old ones have blurred the caste-occupational arrangements. A broadened 
educational base and more varied vocational training have greatly altered 
and confused the status of individuals who formerly would have been 
placed in the social system automatically and without question. 

Not so long ago, an untouchable of the Chamar caste would have had 
no chance for education or any work more dignified than the hardest and 
most disagreeable tasks of agricultural labor. But in one of the vil
lages to which I have referred a Chamar has received sufficient education 
to himself become a primary school teacher. Since education, high caste 
and the teaching profess ion always went together, there was never a:tJ¥ 
doubt about how to treat the teacher. His attributes, separately, and to 
even a greater degree, collectively, called for formal signs of respect. 
But how to treat an educated Chamar, whether to offer him a seat of honor 
and to speak to him in linguistic forms reserved for equals or superiors, 
perplexes a good many high caste residents of the village. Even for those 
who-agree that his education and his position of school teacher earn him 
deference in spite of low caste, the uncertainties are not ended. There 
is the question, for instance, of how to treat his father, when the two 
men are together. The father is uneducated and has no exalted post, and 
there is no reason why those outside of his caste should show him special 
respect. But because of the honor extended the father in Indian society 
the son shows him deference; And because of the prerogatives of age in 
Indian society, it is difficult and embarrassing for others to treat the 
father, in the presence of the son, with less respect than that accorded 
the younger man. It is becoming harder and harder to make old rules and 
criteria apply to such unfamiliar situations, and new social relations. 

It would seem frcm a purely logical analysis of external facts that 
the legal abolition of untotlchability, the widening of educational oppor
tunity, the extension of the franchise. and social mobility such as was 
implied in the case of the educated Chamar, has cleared the way for 
democratic legislative bodies which can act in the interests of the entire 
village and which can enlist popular support. The ·responsibilities and 
powers which the state and national governments have passed on to the local 
bodies suggests that this is the view entertained in high official circles. 

But this is a very optimistic reading of developments and a reading 
from formal and outward rather than characteristic and intimate behavior. 
Though caste does not limit and control a person's occupation to·the 
extent that it once did, its sway is still extremely strong. Its control 
over marriage relations is unchallenged. The percentage of Hindus who 
marry out of caste is infinitesimal. And since caste governed educational 
and economic opportunity in the past, the greater latitude permitted the 
low caste groups for higher education now is to a large extent only theo
retical. Government scholarships may aid somewhat, but very few families 
of low caste groups can afford to send children to school long enough to 
insure them of a professional career or a high salaried post. 
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Even where low caste groups have members oft the modern paftchayats 
a close examination may reveal that they do not stand on the same level 
as other representatives in actual deliberations and can scarcely be 
expected to exert the same influence that more socially favored members 
do. To see the differential that still exists between members who are 
theoretically equal, let us take the example of a particular low-caste 
panchayat member in the village already referred to where each caste 
nominated representatives according to its numerical strength. This 
particular individual was an old and respected member of the Pasi caste, 
an untouchable group associated traditionally with the raising or pigs 
and now employed mostly in agricultural day labor. It soon became appar
ent that he was the messenger-boy of the group, bearing notes from the 
head-man to other members and giving notice or meetings to members. 
When the group met he sat quietly on the bare ground to one side J he did 
not reel tree to sit on the cloth with the others. Once when I was about 
to take a picture of some of the assemblymen a discussion arose as to 
whether this man should be invited to sit on a cot with some others. It 
was finally decided that he should squat on the ground in the foreground, 
and there he appears in the picture. When the legislative body of a 
village observes distinctions of this kind it is too much to expect that 
its deliberations will not reflect caste or class bias. 

Yet for the tasks which have been delegated to it, it is just this 
disregard of the special claims of persons and stations that the repre
sentative bodies of the villages must demonstrate. There is the knotty 
matter of the consolidation_ of land holdings to deal with, for instance. 
Agricultural experts have been urging that where a family's land holdings 
are divided into amall scattered plots, some scheme of consolidation in 
the village be worked out so that one economic holding for a family will 
result wherever possible. The savings that would result from having those 
with contiguous small holdings share the expense of irrigation, plowing 
and other agricultural operations has been pointed out any number of times. 
But the consolidation of land holdings touches some very sensitive spots. 
The relinquishment of any ancestral land on any pretext whatever 1 is very 
difficult for some individuals and families to race. There are those who 
are loath to give up a small patch of land in a favored area even though 
this blocks consolidation or a sizable unit. There are those who magni.t'y 
the worth or the strip of land they would have to relinquish and demand 
an amount or kind of land in return that others are not willing to grant. 
There is no book on Indian agricultural problems which does not call for 
consolidation of land holdings and no Indian or foreign agricultural 
expert working on the problem of increasing India's food supply who does 
not recommend it. Yet in spite of the formation of hundreds of thousands 
of village panchayats and the express obligation of these bodies to deal 
boldly with questions of agricultural productivity and efficiency, con
solidation programs have been effected in scarcely a handful of villages 
throughout the land. 

In the vicinity of many villages land-hungry cultivators have en
croached on and cut roads and even old water channels. As a result roads 
that would aid marketing and communication with neighboring places have 
fallen into disrepair and disuse and irrigation and drainage have been 
hampered. Often the very lanes of the village are narrow. crooked.and 
unsanitary because they have been encroached on tor building or agricultural 



purposes. The village. assemblies are now supposed to have ample powers 
to cope with.these matters in the public interest; yet there is a great 
reluctance to do so. 

9. 

The impasse can perhaps be summarized something like this. In the 
past the ruling body of the village acted in respect to traditional matters 
and matters about which there was little dispute. It was primarily a con
server of the tried and accepted. It might arrange the details of a fes
tival in the village or raise funds for same purpose generally approved. 
Disputes between individuals were usually settled by the deliberations of 
a board of arbiters agreed on by the disputants. Consequently the composi
tion of the board changed, though there \'~ere respected elders who were 
often asked to serve in such a capacity. It was caste mioh regulated 
work and social intercourse and so violations in these realms were swiftly 
and decisively dealt with by caste assemblies. Peace and unity in the 
village, then, was maintained less by central village authority than by 
mechanisms through which the individuals and groups of the village com
posed their differences. 

Today the expectations are much different. ·The village, which was 
essential an economic unit, has been asked, in the interests of economic 
transformation, to become a sharp political instrument. Policies and 
programs which were once decided at district-or provincial levels are 
being placed in the hands of the village for execution.. The kind of 
decision and penalties of which caste assemblies were capable in the past 
are expected now of the village assemblies. A formal, external apparatus 
has been given the village. taws have been passed, election rules pro
nounced and duties and activities outlined. 

But the understandings of the people do not yet correspond to the 
new forms and formulae. The social organization of the· village is still 
based on the delicate relationship of autonomous groups to one another. 
The identification of the individual is with the autonOmous group, and 
through it, to the village. Seen through these lenses the task of success
ful village management is still to keep the component groups satisfied and 
playing their part, to minimize dissatisfaction and dissention. The way 
to achieve this, it is still felt, is by compromise and arbitration, 
rather than by the ukases of centralized authority. That is why the edicts 
of the village panchayats are so often interpreted these days as attempts 
of one group or another to seize power or seek its own advantage, and 
why they have often had a paraluing rather than a liberating effect, as 
some of the examples which have been introduced here tend to show. It is 
true, of course, that where a particular caste owned most of the land, or 
was weal thy, large in numbers and of high status, it would have a oontrol
ing influence in village affairs, But this is treated as a relationship 
of groups to one another and not as a result of a struggle for central 
power in village govermnent. 

Nor do these remarks about the lack of a strong central govermnent 
in the village contradict what was initially said about the attachment 
of the individual to the village and his reluctance to leave the village 
for the city or to remain in the city any longer than he has to. Part of 
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the attractiveness of the village to its residents is its informality 
and its freedom from "officers" and "government." I was with a village 
headman when he received word tram an irate husband who charged that 
his wife had came to the village in an illicit affair and Who wanted her 
sought out and returned. The distaste of the head man for becoming 
involved in the matter and his lack of preparation for dealing with such 
episodes were evident. His first thought was to refer the request to 
the leaders of the caste of the principals. One of the complaints about 
the newly introduced panchayats is that with their introduction have coma 
the levying of village taxes, the appearance of signs telling what may 
and may not be dona and announcing this meeting or that. These are 
taken as the ominous beginnings of "official" and "authoritarian" prac
tices from which the village was until recently free. 

The spirit of compromise and watchful waiting in village social 
and political life, of willingness to delegate problems of discipline and 
forceful action to the smaller component units, or to wait until larger 
centers have insisted on action, is ill suited to the role of instigator 
of new activities and director of programs which the village is expected 
to play in the present strivings for economic rehabilitation and growth. 
In the new programs half measures, delay, and reluctance to command are 
often disastrous. If only part of a village is sown to pure seed, the 
seed of that part will soon become mixed and-deteriorate. The purchase 
of improved but costly implements may be possible only if the village as 
a whole accepts a cooperative arrangement. Obvious strong hands on the 
rains are required and the needs of the village as a whole, quite apart 
from aey of its segments, has to be dramatized. 

It is probable tha~ in the future the village will became better 
organized to carry out ruch social and economic programs. The hold of 
the castes has weakened and the joint family has lost some of its vitality. 
The immediate needs of the village as such and the possibility of achiev
ing objectives through the machinery of village government will undoubtedly 
loom more important in the minds of the villagers from this point on. 
Indian villages as a w:'lole are entering upon a transitional stage, moving 
from an essentially decentralized form of social and political organiza
tion to one much more centralized. 

But the plans of the Indian government for the rationalization and 
reorganization of rural aeon~ rests upon the assumption that strong, 
forceful central governments already exist in the typical Indian village 
or can easily be brought into being by fiat or legislation. A strong 
attaclunent to the village on the part of individuals has been confused 
with control over the individual by central village authority. Actually, 
as has been suggested, much of the affection for the village may derive 
tram its unquestioned acceptance on equal terms of persons of any back• 
ground or status whose ancestors have lived there. 

There is today considerable concern over the slowness of the rate 
of economic growth and rehabilitation in rural India. Various reasons 
are advanced for this, such as the dearth of agricultural extension 
programs such as are practiced in this country, the low rate of literao,y 
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and therefore the difficulty in using the written word to win farmers 
over to superior methods, and the lik~. What one never hears mentioned, 
though in ~ opi~on it is th~ ~ost important factor involved, 1~ the 
eocial organizational difficulty of expecting a social structure which 
was essentially fluid; diffuse and conservative to implement progr~s 
which demand decision, dispatch and an experimental fr~ of mind. The 
forms of association through which men work are quite as important as 
the tools and techniques they employ and have to be as carefully inves• 
tigated and developed. And where these two aspects of the total work 
situation are out of 11.armoey the processes ot economic growth are greatly 
hampered. 
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Part I 
National Income Statistics 

During the decades in which the "industrial revolution" was taking 
place in Britain, the military forces of the-East India Company, were 
conquering India. B,y the time that the foundations of the modern indus
trial system had been firmly laid at home, say by 1820, British armies had 
consolidated their control-Of most of India. Fo~ a century and a quarter 
thereafter, from the 1820's to the Indian Independence Act of 1947, India 
did not shape its own economic destiny. Rather that destiny was shaped 
for her by her British rulers. This is the cardinal fact in India 1s 
economic evolution since the early years of the nineteenth centur,y. It 
should not be surprising, therefore, that much of India 1s economic lite
rature has been primari~ concerned with the economic relationship between 
Britain and India, rather than with the development of economic institutions 
in India, per se. In view of the crucial importance of that relationship 
we may begin by-stating three principal ways in which outstanding writers 
have characterized it. 

(1) Unrestrained exploitation. Great Britain, we are told by writers of 
this school, became we8lthY b.1 exploiting her possessions, particularly 
India. She rackrented India and 11drained11 funds out of the countr,y with
out giving any equivalent in goods or services for them. As a result 
India was poorer in 1900 than in 1850, and per capita levels of living 
declined throughout the second half of the nineteenth centur,y. William 
Digby, a former British civil servant in India, provided the fullest and 
most vehement statement of this position in'his large work, characteristic
ally entitled, "Prosperous" British India: A Revelation from Official 
Records (London, 1901).* ~ ----

* A less extrema statement of this position is available in Romesh Chunder 
Dutt: Economic History .2£ India .!!! ~ Victorian Age (London, 1906) • 
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(2) Britain the Modernizer and Benefactor of India, Most British officials 
who had served in India, and British writers in general, took a position 
direct~ opposed to that of Digb,y. They held that the Indian people were 
rackrented and impoverished prior to the British conquest; that ~ritain 
brought law, order, and the securit,r in which wealth could be acpumulated; 
that British public health measures, steam railways, and irrigation systems 
had encouraged agricultural production,· given the impetus to factor,y 
industr,y, and started India on the road to modernizatlon. Dr. L.c.A. Knowles 
of the London School of Economics furnished the most forthright statement 
of this position in a study entitled the Economic Development of the British 
overseas Empire, Vol. I (London, 1924).* --

* Itis only fair to state that some followers of Dr. Knowles, such as Dr. 
Vera Anstey (author of the Economic Development of India (London, 1929), · 
and of other works to be cited laterJ; have taken-a less unqualified posi
tion than that of Dr. Knowles. 

(3) India as a dependent, colonial econo~, olity, and society. Between 
the two extremes represen J.g y and ow es ie many in ermediate 
positions. Among these we call attention, fQr brevity's sake, to only a 
few basic contentions. A number of writers have contrasted what Britain 
did in India with what Britain did not do. They point out that Britain 
acted vigorously to turn I~~ a into a very junior economic partner of 
Britain, The new railways, ports, and irrigation helped India to become 
a great supplier of raw materials to Britain and one of Britain's best 
markets for finished goods. B.1 contrast, so far as concerns the growth 
of modern industry within India, or the systematic modernization of the 
country, Britain either acted halting~, or acted positively to retard 
development. Thus India's development was lopsided, unbalanced • Where 
modernization served Britain's own interests, there it was facilitated; 
where it did not, India's econOiey" remained "archaic." In the process 
India became a "colonial" econOJey", "dependent" on Britain,* 

* See the concluding chapter (xiv) to the first edition of n •. R. Gadgil 1s 
Industrial Evolution of India (Bombay, 1924). For a recent restatement 
see the opening sections of N. v. Sovani, Transition from a Colonial to a 
National EconOiey" {New Delhi, 1947). --

In the works of same writers this economic characterization has gone 
hand in hand with a similar ana~sis of British political and social 
policy in India. Thus Britain, it is stated, brought 11Iaw and order" and 
the "Anglo-American tradition" of justice to India--but not to all of Indiat 
40 percent of the country was left to the arbitrary, personal rule of 
India's protected princes. This was a political decision adopted after 
the Rebellion of 18$7-58. British policy makers felt their empire would 
be stronger and last longer if they "created across the length and breadth 
of India a chain of principalities, nominally independent but in reality 
subject to them."* 

* K. s. Shelvankar, Problem of India (London, 1940), P• 2$. --
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Likewise, in the social sphere, Britain introduced quite a number of 
modern institutions: public health and sanitation measures, new legal 
codes, universities, modern journalism. Simultaneously, Britain announced 
in 1858 that thenceforth it would leave untouched the vast and undefined 
sphere of nreligion, 11 lest action in this sphere serve as a sparlc for 
another rebellion. The dual or split character of British political and 
social policy only served to accentuate the uneveness and lopsidedness of 
its economic and political impact on India. Kingsley Davis sums this 
up by' terming it a "differential diffusion" of modernization, a process 
which he considers of crucial importance for the demographic problems of 
modern India.* 

* Se~ Davis' paper submitted to this Conference; also his Population of 
India and Pakistan (Princeton, 1951), and his chapter in the symposJ.um 
edited by Frank VI. Notestein, Demographic Studies of Selected Areas of 
Rapid Growth (New York, Milbank Memorial FUiid, 1951), especialli at 
PP• 44 !f. 

For three quarters of a century then, controversy has flourished 
about the economic relations of Britain and India. Since early in the 
game supporters of all viewpoints have emplqyed statistics to give their 
arguments the solidity of a quantitative basis, or at least the appearance 
of the same. Chief among the statistical weapons hurled about have been 
figures of average per capita income. Thus William Digby, in a master 
stroke of statistical polemic, had printed in gold on the spine of his 
magnum opus the following table or average per capita daily income in the 
provinces of British India: 

1850 --
2!!· 

1880 --
1-1/2~' 

* From "Prosperous" British India (London, 1901). The term "British 
India" does not include the areas of the Indian Princes, but refers only 
to the provinces directly under British administration. 

Digby's results, while intriguing, did not represent the first 
effort to estimate national income. To Dadabhai Naoroji 1 one of the 
outstanding Indian public figures throughout the half-century before 
World War I,* belongs the credit for initiating work in this field. 

* Cf •. R. Po Masani 1 Dadabhai Naorojit Grand Old Man of India.(London, 
1939). 



Naoroji's methods were spartan in their simplicity. In time he confined 
himself to the single year, 1867-68; in area, to most, but not all, of 
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the provinces of British India, that is, to the parts of India for which 
at least a modicum of organized data existed. Since the Indian econo~ 
was primari~ agricultural, Naoroji began by making a rough calculation 
of the net income from land under crops • In view of the limited supply 
of agricultural statistics he proceeded by working o~ with the data on 
the one or two principal crops for each province. For those one or two 
crops in a given province he framed a figure of average value of net 
income per acre. Then he multiplied by that figure the total acreage of 
all crops under cultivation in that province. The provincial figures 
were then added together to yield an estimate of net value of agriculturai 
produce, which worked out at 2.6 billion rupees. To this he added on 
arbitrary figure for the value of meat, milk, fish, and the liker O.lS 
billion rupees. 

Naoroji used the following procedure to arrive at the figure O.lS 
billion rupees as the value of all industrial output: he estimated gross 
output of industry in the province known as the Punjab at 0.04 billion 
rupees. He subtracted one-half of this figure-as an allowance for value 
.of raw materials consumed, and thus arrived at a net value of industrial 
output in the Punjab of 0.02 billion rupees. Since the population of the 
Punjab was then about one-tenth of British India as a whole, Naoroji 
considering multip~ing the Punjab figure by ten to obtain a figure of 
0.2 billion rupees for British India. But he decided that manufactures 
in other parts of India were not so valuable as those of the Funjab. 
He therefore put down a final figure of O.lS billion rupees. In assigning 
mines and commerce a slightly higher ~alue of 0.17 billion rupees, Naoroji 
presumably had data from government sources on p~sical output and value 
of minerals produced; while income from commerce appears to have been 
calculated by taking a rough percentage of the estimated value of total 
transactions. Thereby he obtained a total of 3.07 billion rupees, as the 
value of income from agriculture, industry, and commerce. Naoroji explicit
ly refused to assign any value to "services," since these in his view did 
not reflect genuine income. He did, however, put down a figure for 
"contingencies," name~, 0.33 billion rupees (larger than the combined 
value of income from industry, mines, and conunerce). Thereby he obtained 
a grand total of 3.40 billion rupees, which, divided by the estimated 170 
million population in the area of his coverage, worked out to an annual 
per capita income of 20 rupees. 

One may well ask, w~ pay attention in the 1950's to a figure put 
together in such fashion? The answer is that it is a harqy perennial, 
one of the most commonly cited statistical items in the economic literature 
pertaining to India.* Nor are the succeeding estimates made before 1914 

* As late as 1951 Naoroji's 20-rupee figure for 1867-68 headed the table 
of income estimates per capita given in Kingsley Davis' Population of 
India and Pakistan (Princeton, 1951), P• 206; on the basis of Naoroji 1s 
estimate and a number of others, Davis argues that during the last eight 
decades the average level of living has been rising slowly in India. 



much petter. The Government of India put out an estimate in 1882 based 
on as~umptions which were heroically simple. The authors of the estimate, 
Major Evelyn Baring (later Lord Cromer of Egypt fame) and David Barbour, 
calculated that the agricultural income of British India in 1882 was 3.5 
billion rupees. The Government of India apparently never revealed the 
methods used to reach this sum. · ·Presumably Baring and Barbour utilized, 
among other materials, the data on field crops collected for (1) the 
extensive Famine Inquiry Commission of 1880, and (2) the comprehensive 
Gazetteer of India, issued at this time under the editorship of the historian 
and statistician, William Wilson Hunter. Baring and Barbour put all non
agricultural income at exactly one-half of agricultural income, i.e., 1.75 
billion rupees, yielding a total of 5.25 billion rupees.~~ Taking the 

* According to G. Findlay Shirras, the basis for the 211 ratio of agri- · 
cultural to non-agricultural income was the fact that the ratio of those 
engaged in agriculture to those engaged in non-agricultural pursuits was 
roughly 211. see Shiras, science of Public Finance, 3rd ed. (London, 1936), 
Vol. I, P• 245. 

population of British India in 1882 as just under 195 million, the average 
per capita income for 1882 would have been 27 rupees.* 

* Cited in Digby, "Prosperous" British India, PP• 364 and 442-43. 

The same procedure as that of Baring and Barbour was followed in 
1901 by no less a person than Lord Curzon, Governor-General and Vicerqy 
of India. By Curzon's time systematic collection of agricultural 
statistics was under way in British Indi~; employing this steadily 
increasing body of data Curzon arrived at a valuation of,agricultural 
production in British India during the year 1897-98 of 4.5 billion rupees. 
Then, following the Baring-Barbour procedure, he set non-agricultural 
income at one-half of this, 2.25 billion rupees. The grand total thus 
obtained was 6.75 billion rupees, which, When divided by the estimated 
225 million population of British India in 1897-98, worked out to an 
average per capita annual income of 30 rupees.*· 

* Quoted in Digby, op. cit., PP• 370-73• 

Curzon was pleased to believe that this 30 rupee figure, compared 
with the 27 rupee estimate of Baring-Barbour (let along the 20 rupee 
figure of Naoroji), indicated a rising trend in the level of living in 
India; for just at this time the great famines of 1899-1900 were leading 
William Digby to charge Britain with "the great, the dismal, the awful, 
retrogression, not only in material prosperity but also in other important 
respects (of India)••••"* 

* Digby, "Prosperous" British India", op, cit., preface, p. 3. Digby's 
book, in fact, was dedicated, lrvd.thout pernussion1

11 to Lord George Hamilton, 



then Secretar,y of State for India, to Lord CUrzon, and to others, "with 
the hope that the facts herein recorded m~ lead to the amelioration of 
the condition of maQY millions of British subjects who, on every New 
Year 1 s Day, enter upon a period which is certain, for their country as 
a vmole, to be worse than the years already past." 

Digb,y's investigations led him to believe that in 1899 the average 
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per capita income in British India was 18 rupees, a sum not only 43 per
cent less than Curzon•s estimate for 1898-99, but even lower than Naoroji's 
figure for 1867-68. The reason for this lower estimate is that Digb,y 
used different methods to calculate both agricultural and non-agricultural 
income. 

On the agricultural side Digb,y rejected as untrustwo~ the official 
statistics on area under cultivation, yield per acre, and prices, which 
formed the basis for a money valuation of crops, He felt that the 
Govermnent of India had no real interest in obtaining accurate data on 
these subjects, lest knowledge of the pitiful condition of the peasantry 
interfere with the government•·s collection or its basic source or income, 
the revenues obtained from the land•* Digb,y felt compelled, therefore, 

* Digb,y, op. cit., PP• )81, 44). 

to adopt "another mode" of calculation. "The Government revenue_ (from 
the lanCOl he wrote, •is assumed to bear a definite ratio_to the assumed 
(or ascertained) produce of the soil.reckoned over a number of years~" 
That ratio varied from one province or India to another. "Is is approx
imately ascertainable," he continued, "and I have ascertained it as nearly' 
as may be. Possessing it, to arrive at the money value, I have multiplied 
the land revenue the necessar.y number or times, and have thus reached the 
result I announce•"* ~ this method Digb,y arrived at a money value of 

* Digb,y, op. cit., PP• S31-32. 

the agricultural production of British India in 1899 of 2,6 billion rupees, 
which is the lowest of all estimates we have listed so far•* 

* Digb,y, op. cit., PP• 611-14. Digby's method assumed, among ll!aiW other 
things, that land revenue was accurately assessed, whereas the contrar,y 
undoubtedly was the case. 

Although critical of his predecessors' methods of calculating non
agricultural income, Digby's general results were not significantly 
different. Whereas he estimated agricultural income at 2,6 billion rupees 
in 1899, he put down for non-agricultural income 'in the same year the sum 
of 1.46 billion rupees, which was only ll per cent higher than would have 



been yielded b,y a 2al ratio of agricultural to non-agricultural income. 
Digby was concerned on~ with material goods as a source of income, so he 
excluded the services from his calculations. When his estimate of total 
income is divided by the estimated population for. British India in 18991 
the outcome is an average per capita income of 18 rupees.* 

* Digby attempts to separate out the share of the one million or so most 
prosperous Indians from the share of the rest of the population; but he 
brings so little data to bear on this subject that we shall not pause to 
consider it. Further, his data on non-agricultural income are so scanty 
that no effort need be made to discuss them either. · 

Digby's book constituted one of the strongest denunciations of 
Britain's Indian Empire ever pu~ in print. Nationalist writers of all 
schools in India during the fifty years since its appearance have drawn 
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on it repeated~ and heavi~.. It had to be answered. The reply came 
prompt~, in the form of a paper sent to the Royal Statistical Society in 
London by Fred J. Atkinson, an experienced British official serving in the 
Accounts Department of the Government of India •. Atkinson was no amateur 
in the field of statistics. He had been honored b,y the Royal Statistical 
Society in 1897 with its Guy Medal in silver, the same award that had been 
made to A. L. Bowley in 189S and to Sauerbeck in 1894•* 

* Journal of the Royal Statistical Society, Vol. LXV {1902), Appendix, 
P• viii •. 

Atkinson began cy stating that he was going to avoid the base years 
used by Curzon and Digb,yt 1880 and 1897-99. These were too close to the 
famines of the late '70's and the late '90's• Instead Atkinson endeavored 
to compare 187.5 and 189.5, years ''which were tree from unusual and extraneous 
influences•"* 

* Fred J • Atkinson, "A Statistical Revi~ ot the Income and Wealth of 
British India 1 11 Journal of the R&al Statistical Society, Vol. LXV (1902), 
PP• 209 rr. · 

He estimated total income for the year 187.5 in British India to have been 
5e74 billion rupeesJ dividing this cy an estimated 188 million population 
gave an average per capita income of )0..$ rupees. By contrast, total 
income in 1895 worked out to 8.77 billion rupees, which, divided by the 
estimated 222 million population for that year, gave an average per capita 
income of 39 • .5 rupees. Thus, in contrast to the deep gloom of Digby, 
Atkinson emerged triumphantly--and to the greater glor,y of Queen-Empress 
Victoria's reign--with a )1 percent increase in the per capita figure of 
1895 over 1875. How did he do it? 

The biggest segment of the increase in income was that of agriculture 
(1.88 billion rupees in the 20 years). Atkinson's figures show that, 



although conceding the incomplete and far from trustworthy character of 
the agricultural data for the 1870's, he nevertheless operated on the 
basis thata (1) area under crops increased 33.5 million acres; (2) the 
average yield per acre of all crops (food and non-food, irrigated and 
non-irrigatedf etc.) increased 4 percent, that is, from· 724 lbs. to 
753 lbs.; (3) prices of agricultural products rose 31 percent, and·money 
income rose according~J and (4) no deductions need be made for seed, 
wastage, and depreciation.* 

* Atldnson, op.cit., PP• 210-191 260-64 •. 

Later critics, such as V. K. R. v. Rao, have suggested that his estimate 
of an increase of 1.88 billion rupees in agricultural income be cut in 
half. And Rao makes this suggestion without even raising the question of 
the reliability of Atkinson's estimated increase of 33.5 million acres 
under cropsS* 

* V.K.R.V. Rao, An Essay on India's National Income, 1925-1929 (London, 
1929), pp •. 28-)6. 
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Atkinson's procedures in handling non-agricultural income were equally 
arbitrary, both in small matters and in large •. He included in the income 
of British India the salaries paid to British civil servants, British a~ 
officers, and Tommies. He appears to have counted twice the income gained 
from the commerce in agricultural products. He treated almost a million 
mendicants as gainfully employed. He further inflated his estimate by 
making no allowance for depreciation anywhere in the non-agricultural 
sector •. Most important of all was his method of estimating the incomes of 
those listed (in the decennial Census) as engaged in non-agricultural 
occupationst "every adult male or 1.5 and above has been treated as 
continuously employed and rece~ving the estimated (average) wage throughout 
the year•"* Atkinson conceded that this was a bold assumption. He knew 

* Atkinson, op. cit., P• 230. (~ italics--D.T.) 

that there were "a large number of women and children" gainfully employedt 
children's nannies, sweepers, b~cers and sweetmeat-makers, factory 
operatives, village handicrafts, midwives, dancers and prostitutes. He 
also knew that 1.5 was no magic age upon the attainment of which all boys 
got jobs at men's wages; that mapy men were without jobs, or sick, or too 
old to work. Yet, "after taking these facts into consideration it seems 
probable that a reduction of 5 percent from the adult males would be a 
sufficient allowance for non-employment •••• 11 ; while presumably the women 
and children employed would offset the men underemployed or paid less 
than the estimated average rates.* 

* ~., PP• 230-)1. 



The net effect of Atkinson's procedures was to inflate the total 
income and therefore the per capita income for both 1875 and 1895. At 
the same time, he failed to provide data to substantiate his arguments; 
nor did he spell out his method of framing estimates so that some idea 
of possible range of error could be formed. In short, although his 
calculations are presented much more neatly than Digby's, they might 
well have constituted as crude an overestimate as Digby-'s did an under
estimate. 

Atkinson's estimates were the last important ones made before 1914. 
India's national income became a hot political question in the aftermath 
of the first great Civil Disobedience campaign under Gandhi in 1920-22. 
Since the middle of the 1920's a number of attempts have beem made to 
calculate India's national income. Despite the political touchiness 
of the subject, the outstanding of these attemps have been more careful 
and more scientific than their pre-World Tiar I predecessors, and have been 
composed with considerable knowledge of the progress of national income 
research in Western Europe and America. The first of these efforts was 
the study by K. T. Shah and K. J. Khambata, We~th and Taxable Capacity 
of India (Bombay, 1924). Several·features of this work are distinctive. 
It dealt with the whole of India, both British_India and the territories 
of the princes • It covered a time span of more than two decades 1 1900 
to 1921-22 inclusive. It was explicitly confined to material production, 
material commodities; ·the setyices were excluded on principle--lawyers 
and merchants being dismissed by Professor Shah as parasites • ''All 
services," wrote Professor Shah, "have to be and are rewarded ·ultimately 
from the same dividend (yearly total) of material commodities produced 
in the nation ••• When we have measured the material commodities, we must 
necessari.ly be taken to have included also the services--not only those 
which are actually, obviously, directly, involved in th~ production of 
those commodities, but also those which are ancillary or incidental to 
that production (such as the govermuent official or the soldier)."* 

* K. T. Shah and K. J. Khambata, Wealth and Taxable Capacity of India, 
Professor Shah's preface, P• vii. Professor Shah explains in this preface 
that Khambata did the actual computation of the national income estimates, 
but is not associated with Shah's own interpretations and judgments based 
on them. 
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For such an apprach the nineteen-twenties offered advantages which 
were not present in the pre-World War I period. Thus in the agricultural 
sector, constituting the overwhelming bulk of the econ~, there became 
available in the post-war period better statistics, more statistics (i.e.,. 
for more crops), and statistics for hitherto non-reporting areas, such as 
HYderabad, one of the largest, most populous, and most important of the 
princely territories. Shah and Khambata began by putting together in 
s.ystematic form the scattered; uneven, and, at times, misleading data on 
India's total agricultural output for 1900-1921-22. Their efforts in 
this direction constituted the most valuable part of.their work. An 
outcome of their labor was a figure of value of agricultural output for 
the year 1921-22 of 21 billion rupees (in current wholesale prices, after 



5 percent had been deducted for seeds).* 

* Ibid., P• 163 •. They claimed, perhaps sanguinely, that their estimate 
of physical output for any single year might 11be taken to be correct 
within a margin of error of S percent." P. 88n. 
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As soon as Shah and Khambata moved away from field crops 1 they found 
the going much rougher. Thus, working with very scanty data, they 
concluded that India had no net income from its cattle. Their argument 
was that the value of hides and skins, bones, manure, meat, milk, and 
accretions to livestock, on the one hand, was offset, on the other, by 
cost of upkeep and by depreciation. They conceded that livestock 
contributed animal power for workiag the fields and for hauling, but 
considered the value of these services as included under other heads. 
Income from forests and fisheries they put down at 0.31 billion rupees 
(in prices of 1921-22)•* 

* Ibid., PP• 145-471 200. For criticism of their calculations of net 
income from cattle, especially milk, see V.K.R.V. Rao, An Essay on India's 
National Income, 1925-1929, PP• 41-2. 

The work of Shah and Khambata has been most sharply challenged in 
the non-agricultural sector. Their estimate of the non-agricultural 
income amounted on~ to 2.35 billion rupees, compared with 21 billion 
rupees for agricultural income; thus their ratio of agricultural to 
non-agricultural income was rough~ 9:1. This was a striking disproportion 
since, as the book itself states, the percentage of those gainfully employed 
in agriculture was roughly 701 as contrasted to 30 percent gainfully 
emplqyed in the non-agricultural sectors. 

This disproportion, however, was an inevitable consequence of Shah 
and Khambata 1 s approach to national income. They contended, that "the 
wholesale prices that we have t~{en really include a portion of the 
profits of middlemen and transport agencies••••" They saw no practicable 
way of estimating the remainder of the value added by these groups--which, 
in an.y event, they felt to be small--so they passed them by. For retail 
traders they set down an arbitrary figure of 0.26 billion rupees. 
Whereas commerce and transport dealt with the handling of material commo
dities, the same could not be said for government and for the professions; 
these, therefore, simply were not counted. Similarly, they rejected as 
"immaterial" the concept of 11income11 from rent of houses; but they did 
allow 0.2 billion rupees for the net cost of new houses erected in 1921•22 
(this sum being taken to be the profits of building contractors and the 
wages of all others in the building trades).* 

* ~., PP• 172, 191. 



11 

The last three categories with which Shah and Kharr.bata dealth were 
minerals, manufactures and power, and handicraft products. Minerals were 
relatively easy to calculate from the reports of the Geological Survey 
of India and of the Inspector of Minesz they put down under this heading 
for 1921-22 a sum of 0.28 billion rupees. New data were also available 
for power and for factor.y-produced manufactures. Since_l915 the Govern
ment of India had been issuing a new statistical series of Large Industrial 
Establishments in India (and also in the states of some of the princes). 
On the basis of data from this and other sources, Shah and Khambata put 
down a figure for manufacturing industr.y of 1.46 billion rupees. The 
final item left to be dealt with was handicrafts and cottage industries. 
Here Shah and Khambata first put down 0.25 billion rupees for net 'income 
from handloom weaving, foll~ng the figures of the Report of the Indian 
Industrial Commission of 1916-18; while for all other 1ncome from handi
crafts, cottage, and domestic industr.y they put down a mere 0.15 billion 
rupees.* 

* ~., PP• 186, 180, 187-69. 

Their procedure in dealing With handicrafts underlines one of the · 
central weaknesses of Shah and Khambata 1s stu~a their failure to chec~ 
their results by utilizing alternative ~ethods or by an~zing their data 
in the light of other data with which it should fit. Thus on the face of 
it the ratio of agricultural to non-agricultural income is much too high. 
Part~ this was· because the income from handicrafts was set so absurdly 
low. There was one relatively easy method which Shah and Khambata could 
have used to check the handicraft figure t the year 1921-22 was a census 
year, and the census collected data on urban and rural occupational 
groupings • While the reliability of some of these occupational data is 
open to serious question, the data available in the census are better 
than no data. By taking the total number of handicraftsmen in 1921 and 
dividing their own crude figure for income from handicrafts, Shah and 
Khambata might have seen that their guess did not make sense. Yet Shah 
and Khambata, working primari~ for a census year, 1921, failed almost 
complete~ to make use of the census itself. In short, except for their 
results on agricultural income, Shah and Khambata 1s methods, concepts, and 
omissions make their data and conclusions suspect. Their average per 
capita income figure of 74 rupees--based on a total income of 23.64 billion 
rupees and a population in 1921 of 319 millions--is not comparable ~th aqy 
of the earlier estimates nor, as vte shall see, with any of the later. 

Three studies remain for consideration• the national income estimates 
elaborated by v.K.R.v. Rao for 1931-32J R.C. Desai's analysis of consumer 
expenditure during the 1930's; and the booklet recently put out by the 
National Income Unit of the Ministry of Finance cf.the Government of Indiat 
First Report of the National Income Committee, April 1951•* Turning first 

* We do not take up the recent publications in this field by the New Delhi 
economic weekly, the Eastern Economist, because they are thoroug~ tenden
tious; their mode of compilation is concealed, apparently for political 
effect. 
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to the work of Rao, we have to note that he is responsible for two studies. 
The earlier of these was a sketch entitled: An Essay on India's National 
Income, 1925-1929 (London, 1939). Interestingly enough, Rao was invited 
to undertake this work1 by the trustees of the memorial fund set up in 
honor of Dadabhai Naoroji 1 wham we have previously mentioned as the compiler 
of India's first national income estimate. Both of Raa's studies dealt. 
on~ with British India, (i.e., excluding the territories of the princes), 
but \"ihereas the first treated· a quinquenniUm in the 1920's, the second was 
based, as its title tells us, on a census year: National Income of British 
India, 1931-1932 (London, 1940). Aside from noting that Rao 1 s~i~5Y 
contains some discussion of previous work in this field, we sh ·pass on 
to his second stuqy, which, as he tells us, was based on more dat~. 

The distinctive feature of Rao 1s second stu~--perhaps the most 
widely cited account of India's national income in recent years--~s its 
claim to greater precision than its predecessors. .In the succes~ive 
stages of his work Rao goes to same trouble to indicate what marg~n of 
error he believes to be involved in his estimates o£ the components of 
national income. His conclusion indicated, for example, that the' national 
income of British India in 1931-32 lay between 16 billion rupees and 18 
billion rupees {in current prices of that depressed year); or, alternative~~ 
that national income was 17 billion rupees with a margin of error of plus 
or minus 6 percent, Divid~d by the population of British India in that 
year, 27lo5 million, this worked out to a per capita average o£ 62 rupees, 
plus or minus 6 percent, 

According to Rao's calculations there were in India in 1931-32 
something like 91.3 million actual earners. Of their 17 billion rupees 
of total income, about 9 billion (or about 53 percent) came from agricul
ture, livestock, and related pursuits; about 3 billion rupees (or roughly 
20 percent) came from industry, including handicrafts and modern-style 
factories; all the rest {trade, communications, Government, the professions, 
and domestic service), accounted for the remaining 25 percent. In making 
his estimates Rao used both the "inventory" (or value o£ net product) 
method and the "income" method. The former he employed for the agricul
tural sector, that is, he calculated the value of total output, subtracted 
certain costs of production, and reached a figure of net value of output -
9 billion rupees. 

For the remaining sectors of the economy he proceeded by the "income" 
method, that is, his chief problem was to calculate "average earnings by 
workers in each major occupational group."* In addition, of course, he 

* Rao, National Income of British India, 1931-1932, op. cit., P• 122. 

had to ascertain haw many (non-agricultural) individuals were vrealthy 
enough simp~ to live off their income without being gainful~ employed. 
The total number of principal earners with whom Rao dealt b,y the "income" 
method was roughly 26 million. After taking sane pains to avoid trouble 
counting (i.e., to avoid counting, in the "income" method, value or output 
already included in the 9 billion rupees of agricultural output), Rao came 



to the conclusion that these 26 million earners received some 6 billion 
rupees of income in 1931-32. 

Rao's claim that his margin of error in his overall estimate was 
only 6 percent fails to stand up under analysis. The.largest item in 

1) 

his estimate is the value of all field crops, 6 billio~rupees in 1931-32 
prices. In the body of his text Rao puts down for this ~ margin of error •* 

* It is true that in his concluding chapter Rao intimates that agricul
tural output may have been underestimated 10 percent; but he gives no 
indication of the grounds for choosing this particular percentage, nor 
for preferring it to a figure of, say, 20 percent underestimate or 20 
percent overestimate. Op. cit., P• 16$. 

This might have been unobjectionable if there existed a superb mechanism 
for the collection and refinement of Indian agricultural statistics. 
But such has not been the case. There has long been ver,y considerable 
uncertainty about three principal features of India's rural econ~: 
the area under crops, the quantity of output, and the money value of 
output. Rao 1s failure to indicate a margin of error for the value of 
crop output tends to give his estimate an air of undue precision. 

Second only to value of field crops in Rao 1s estimates was the 
figure for value of livestock products (milk and milk products, meat, 
hides and skins, and the like). Rao put these at 2.7 billion rupees, 
that is, 16 percent of his total income of 17 billion rupees. He conceded 
that his livestock products figure was subject to an error of plus or 
minus 10 percent. Rao himself, however, furnishes grounds for suspecting 
that this margin of error is too small. Of the value of livestock pro
ducts, milk and its derivatives make up almost ninety percent, 2.4 billion 
rupees out of a total of 2.7 billion rupees. In making his estimate of 
mille from cows and buffaloes available for human consumption, Rao explicit
ly stated that "it possibly contains an error of 20 percent•"* At another 

* Rao, op. cit., 91-2. 

place he indicates that the margin of error may be 25 percent. Yet in 
making his final calculation he cuts this down to 10 percent. A brief 
passage from Dr. Rao•s analysis of milk yields from cows and cow-buffaloes 
will illustrate the tenor of his discussion: 

It appears that according to non-official estimates, the milk 
yield per cow varies between 100 and 1000 lbs. (a year), and 
that for the buffalo from 400 to 2500 lbs. 

It is easy to see how difficult it is to compile aqy 
estimates of average yield; and much will depend upon the 
investigator's judgement. With a courage possibly worth,y of 
a better cause, the writer proceeded to assume that on the 
whole, and perhaps erring on the optimistic side, the average 



yield of milk per cow may be placed at 500 to 750 lbs. a year, 
and that per buffalo at 1500 to 2000 lbs.* 

* Rao, op. cit., P• 91. 

Rao 1s account of income originating in the non-agricultural sectors 
of the econ~ is similar. Thus in the boqy of his text he indicates no 
margin of error for the largest of his non-agricultural components of 
income, "incomes assessed to income-tax;" according to official data these 
amounted to 2.16 billion rupees, or more than 25 percent of the 8 billion 
rupees of non-agricultural income. In his conclusion, Rao suggests the 
possibility of evasion of income taxes; perhaps "the consequent under
estimation of incomes assessed to income-tax was not less than 5 percent ••• u* 

* Rao, op. cit., P• 185. 

India's business men have shown themselves to be at least as talented as 
their peers i~ many other lands, so far as the techniques of tax avoidance 
and tax evasion are concerned. To limit their under-payment of income 
taxes to the ver.y modest dimensions indicated by Rao (and thus the con
sequent underestimation of income), seems ungenerous, not to say uncom
plimentar.y.* 

* Cf. Government of India, Report of the Income-T?x Investigation 
Committee (New Delhi, 1949). 

The category involving a large share of income for which Rao indicates 
the greatest margin of error is that of workers occupied in industry. 
Leaving aside the small minorit,y of workers who paid income-tax, Rao listed 
14.2 million principal earners in this category; these, together with 
dependents and the like he estimated to. have earned 2.1 billion rupees, 
subject to a margin of error of 18 percent. In dealing with industrial 
workers Rao proceeded with some confidence, so far as those emplqyed in 
the larger establishments were concerned. For the 1.4 million emplqyed 
in them were listed in government publications, and some fair guesses 
could be made as to the wages the,y were paid. Still to be accounted for 
in the towns, however, were 2.3 million unskilled workers, independent 
artisans, and other skilled workers. And in the countryside Rao estimated 
there were 4.2 million unskilled workers and 6.) million independent 
artisans and other skilled workers. 

It is no discredit to Dr. Rao to s~ that his discussion of the 
income levels of these groups is quite unsatisfactory. Both the exact 
numbers of these groups and their wages were quite uncertain. 

No census of industrial wages was available. The occupational 
statistics of the census unquestionably contained serious errors. 



Organized data on urban independent artisans and other skilled·urban 
workers were remarkably few; while, as in many other countries, the mass 
of urban unskilled workers were peculiarly difficult to pin down. The 
basis on which Rao felt able to s~ that the margin of error of his · 
guesses about the earnings of these groups was plus or minus 10 percent 
remains unclear. For his data on the 6.3 million rural skilled workers 
(village craftsmen) Rao himself indicated the largest margin of error 
cited in his study, plus or minus 2.5 percent; while for the amorphous 
mass of rural unslcilled labor he reduced his margin of error to plus or 
minus 1.5 percent. Considering the vast mass of individuals involved, 
the many occupations listed, the discrepancies involved in enumeration 
of those emplqyed, and the tiny scraps of data available to him about 
earnings, it seems strange that Rao did not apply to this entire sector 
of the econ~ at least the same margin of error as for the largest 
single group involved, the rural skilled workers, viz., 2.5 percent,ir 

* For further criticism of Rao, see the concluding paragraphs of the 
important article or R. c. Desai, "Consumer Expenditure in India, 1931-2 
to.l940-1, 11 Journal of the Royal Statistical Society, Vol. CXI (1948), 
PP• 297-98. . 

1.5 

As its title indicates, ·the approach from which R, c. Desai's study" 
treats national income is that of "consumer expenditure," Desai described 
his aim as to account for all expenditure by families and individuals on 
current goods and services, during the 1930's. Not included in Desai's 
treatment, ther~fore, were net capital formation, public and private, 
and government services to ultimate consumers. If suitable approximations 
could be made for these items, however, we could add them to the estimates 
of consumer expenditure (assuming these were well-founded) and thereb,y 
arrive at national income figures for the years under consideration. This 
was admittedly Desai's ultimate aim. His study" is important in its present 
form, however, because consumer e=~enditure undoubted~ has long accounted 
for the overwhelming bulk of India's national income • 

.... 
Desai's results were strikingly different from the last set we 

considered, that of V.K,R.V. Rao. Among the reasons wny this difference 
is worth exploring, is the fact that both Desai and Rao treat in detail 
the same year, 1931-32: this was the year upon which Rao's larger study 
was focussed, while for Desai it constituted the initial year of the 
decade whichhe investigated. Whereas Rao emerged with an average per 
capita income figure of about 62 rupees, Desai held that in the same year 
per capita consumer expenditure alone amounted to about 82 • .5 rupees. 
Nor is this the only important difference between Rao and Desai, Rao 
concluded that national income per capita was slowly rising in India, 
whereas Desai asserted, 11it is quite probable that national income per 
capita has not been rising•••"* 

* Desai, loc. cit., P• 282; Rao, National Income, op. cit,, P• viii; 
and Rao, An Essay on India's National Income, 1925-1929, PP• 154-163. 



In looking somewhat more closely into these differences between 
Rao and Desai it is necessary to bear in mind that Rao dealt only with 
British India (which then included Burma), whereas Desai treated both 
British India (excluding Burma) and the Indian States, Rao 1s figure 
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of total income for British India in 1931-32 was about 17 billion rupees 
(for a population of some 271,5 million). Desai arriv_ed at a figure of 
total consumer expenditure for all of India in 1931-32 of 28.1 billion 
rupees (for a population of 340.5 million). In detail, Desai's figure 
of 28,1 billion rupees was made up as follows: all foodstuffs, 18,8 
billion rupeesj housing, household goods, fuel, light, and power, 2.6 
billion rupeesj textiles for clothing and furnishings, 2.0 billion rupeesj 
tobacco, alcoholic drinks, and drugs, 1.4 billion rupeesj services, 2.1 
billion rupeesj while the remaining 2 billion rupees covered such items 
as transport, reading matter, amusements, and a wide variety of ''personal 
effects." 

Both Rao and Desai, in the last ana~sis, had to resort to similar 
procedures, even though one was primarily concerned with income received 
and the other with consumer expenditure. In point of fact both Rao and 
Desai fell back primarily upon the output method, As one commentator on 
Desai 1s paper has put it, 11Mr, Desai's estimates are really estimates of 
output, rearranged so as to add up to estimates of consumer expenditure."* 

-
* E. F. Jackson, Journal of the Rgral Statistical Society, CXI (1948), 
P• 299. . 

Three groups of items which bulk large in the estimates of both 
authors are cereals, milk and milk products, and fruits and vegetables. 
These are shown in the following table: · · 

Table 1, 

Item 

1. Cereals 

Output of selected Foodstuffs, 1931-32. 
(Billions of Rupees) 

Rao 1s Estimates 
(recalculated for British 
India, excluding Burma) 

2. Milk and milk products 
3.1 net 
2.3 
1.~ 3. Fruits and vegetables 

Current Values 

Desai's Estimates 
(British India and 
the Indian States) 

5.1 net 
4.0 
4.8 

* Including also a series of other miscellaneous crops. 

As they apply to a larger area and population, Desai's estimates for 
each item may be expected to be higher than F~o's• The difference in 
each case, however, is much greater than the difference in population or 
in area.* Partly, the difference arises frcm the fact that Desai went 
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* British India (as covered by Rao, but excluding Burma) had a population 
of roughly 255 million, whereas all of India (as covered by Desai) had a 
population of 340.5 million and thus had a population one-third larger 
than British India. 

somewhat further than Rao in imputing values to commodities retained by 
producers for their own use. Thus where Rao put down a figure of 2.3 
billion rupees for milk and milk.products, Desai argued that this did not 
allow sufficiently for the characteristic Indian process of turning butter 
into ghee (by boiling, to obtain a clear fluid); thus Desai put down a 
figure-fOr milk and milk products of the same order of magnitude as Rao's, 
but allowed an additional 1.4 billion rupees for ghee (making a total of 
4 billion rupees). ----

Even more striking is the difference between Rao and Desai on the 
handling of fruits and vegetables. Rao assigns quite a minor place to 
fruits and vegetables, which he lumps in with five other categories to 
make up a total value of 1.6 billion rupees. _Desai, on the other hand, 
arrives at a valuation of 4.8 billion rupees for fruits and vegetables, 
which is within 10 percent of the value he assigns to the basic Indian 
crops of rice, wheat, millets~ and the like- Desai 1s figure rests primarily 
on estimates of acreage devoted to fruits and vegetables (roughly 5 million 
acres). His procedure assumes that the crops are harvested in toto, 
without aqy allowance for the percentage of these highly perishable items 
that is spoiled. The percentage retained for producers' use, presumably 
the bulk, is then valued at the relatively high prices of the small per-
centage which is actually marketed. · 

Desai's stuqy includes an important discussion of the problem of 
pricing (i.e., imputing value to) 1 goods which are consumed by the 
producers without passing through any market, These include peasants• 
retention of their own products and payments in kind to agricultural 
laborers and the like. ·The problem is further complicated by the fact 
that many of these goods are processed in greater or less degree within 
the families of the producers or recipients. What values are to be 
assigned to such products and their processing? After weighing a series 
of pros and cons that we cannot enter into here, Desai decided to value 
the retained quanti ties at the ''net" prices realized for the supplies of 
the same commodity that were sold on the market. This involved a series 
of intriguing assumptions• 

(1) "retention was a choice, i.e., the producers would 
have bought the quantities if they had not retained 
them •• •J 11 

(2) "this purchase is effected at the ruling prices (net 
of selling costs) in the market, implying thereby 
that these are the prices they would have realized 
per unit if they had chosen to sell the out-turn instead. 
We are here assuming an optimum distribution of supplies, 
with the ruling prices 'net' of selling costs equating 
'utilities' at a margin•"* 
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* Desai, loc. cit., pp. 269-70. 

Vlhether this or same alternative procedure is sou~d is a difficult 
question for which no clear-cut answer is available•* But the procedure 

* . See the penetrating discussion of this and related problems of procedure 
in Simon Kuznets' article, "National Income and Industrial Structure," 
Proceedings of the International Statistical Conferences, 1947, Vol, v., 
PP• 205-41, esp. at PP• 2io-l5 •. 

which Desai followed is responsible, in part, for the strange ratio of 
value of cereals consumed to the combined value of milk, milk products, 
and fruits and vegetables. According to Desai (see Table 1 above), 
this is of the order 5.1 (for cereals) to 8,8 (for milk, fruit, etc,). 
Thereby Desai implies that the value of the rice, wheat, and millets 
consumed in India (out of the 60 to 70 millio~tons of food crops 
produced annually) is not even 60 percent of the value of the annual 
consumption of milk, fruit, etc. This seems hard to believe. The 
striking disproportion involved here appears to have arisen because of 
imputing a high level of prices to what would seem to be exagerrated 
quantities of milk, milk products, fruits, and vegetables consumed. 

Desai also discusses at some length the question of reliability and 
margin of error. He goes to great pains to indicate where he believes 
his data to be "good estimates," where they are "fair estimates," where 
they are "rough estimates," and v1here they are sheer "conjectures," To 
these four reliability categories Desai attributes the following values 
of mean error percent: 3, 10, 20, and 50, respectively. Desai himself 
tells us, however, that the basis of assignment of these mean values 
is "arbitrary" and "involves the operation of the subjective element to 
a significant degree," In fact, his discussion of reliability is in 
terms of a series of guesses and is pitched, therefore, on a speculative 
level. Desai thrusts forward the problems of reliability more pointedly 
and more elaborately than Rao; but he furnishes no evidence to indicate 
the extent to which his own estimates of consumer expenditure are any 
more reliable than Rao 1s national income estimates. 

In short, Desai's stuqy is a milestone in this field, but it is more 
significant for the questions and problems it raises than for the answers 
it furnishes.* 

* In a subsequent part of this paper I propose to discuss Desai's views 
on "general trends" in consumer expenditure during the 1930's• 

The most recent income estimate was prepared by the National Income 
Unit of the Government of India and published in the First Report of the 
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National Income·Committee, April 1951 (Government of India, 1951). As 
the document rnekes clear, this estimate is not comparable with any of its 
predecessors. The area with which it is concerned is neither all-India 
(as covered by Desai and by Shah and Khambata) nor British India (as 
treated by Rao); rather it is the area of the new Union or Republic of 
India as it has existed since the partition of the olde_r India in August, 
1947, to make possible the new separate nation of Pakistan. The period 
with which the First Report is concerned is the year 1948-49 (April l -
March 31). The treatment is frankly provisional. The methods used are 
sketched, not spelled out in full~ basic data are given in summary form; 
many important details are not included. These deficiencies are scheduled 
to be overcome by the summer of 1952, by which time it is hoped to issue 
a much more ample document dealing with the national income of the Union 
of India for 1949-50, and also providing revised estimates for 1948-49. 

Despite these limitations the First Report is the most valuable 
document which we have so far on India Is national income. This is 
because it faces more directly than aqy of its predecessors the range 
of problems involved; indicates more explicitly the variety of methods 
cf estimation and conjecture emplqyed; and draws on a considerably 
enlarged body of data. The results embodied in the First Report may 
be summarized briefly. The Report puts national income for 1948-49 at 
87.1 billion rupees; since the population of the Union of India for that 
year is estimated at 341 mil1ion, per capita income work~ out to 255 
rupees. (A rough correction for changes in price level can be made on 
the basis of the index number of wholesale prices in Calcutta; according 
to this index the price level in 1948 was 425 percent of the price level 
in 1931. This difference in price level should be borne in mind by those 
who compare Rao 1s 1931-32 estimate with the National Income Committee's 
recent estimate.) The dominant position of agriculture emerges clear~ 
from the dataz the share of agriculture (and animal husbanciry, forestry, 
and fishing) in national income was estimated at 4lo5 billion rupees, or 
47.6 percent of the total. Mining, manufacturing and hand-trades accounted 
for 17 percent; commerce, transport, and communication for 19.5 percent; 
and other services for 16 percent. 

Among the interesting features of the First Report is the effort 
to calculate provisionally the relative shares of small and large enter- · 
prise in net output. The First Report indicates that this may well have 
been in the rough ratio of 5z1, that is some 50 billion rupees of output 
are attributed to small enterprise (largely household enterprise), while 
only 10 billion rupees are attributed to larger enterprises (factories, 
railways, plantations, and the like). Furthermore, the Report essays a 
rough calculation of net output per occupied person in different sectors 
of the economy: agriculture works out at 500 rupees per head, factories 
and mines at 1,700 rupees, and railways and communications at 1,900 rupees. 

The authors of the First Report repeatedly warn the reader against 
attaching undue precision to these crude estimates. Thus they state 
explicitly that estimates of output for many crops and many parts of India 
11contain an unlmown element of error." On the much-controverted subject 
of domestic capital: formation they declare that "there are no data which 
would permit an estimate of capital formation except for the hope extended 
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by further analysis of production statistics."* 

* First Report, op. cit., PP• 19, 15. 

we m~ conclude these discursive notes on India's ·national income 
by asking what statistical data were available, as of 1951, to the analyst 
of the Indian econo~; and what basic data were lacking. Following the 
language of the First Report, we may list five types of data in existence, 
pertaining to (a) gross volume of agricultural and mineral production, 
together with some material on prices; (b) activities of modern factories, 
and of banks and insurance companies; (c) income and expenditure of 
goverrnnent and government ente%1'rises; (d) limited amounts of data on 
occupational groupings; and, (e) foreign commerce and other data pertinent 
to balance of payments • 

In comparison with the data that are available, the gaps in our 
knowledge of the current scene and the past are staggering: (a) so far 
as concerns the basic industr.r of the country (agriculture and animal 
husbandr,r), we have only the scantiest data on-its economic structure
costs, consumer expenditure, and extent of savings; (b) similarly, so far 
as concerns the urban population as a whole, information on consumer 
expenditure and savings is highly inadequate; (c) no comprehensive census 
of manufacturing has yet been taken, nor has a census of distribution 
ever been attempted; (d) data on handicrafts, unorganized trade, and 
private transport are ver,r severely limited, a statement which is equally 
true for the professions and the liberal arts. 

In conclusion we may observe that there is more to be lost than 
gained by trying to combine in a single list the national income estimates 
of Naoroji, Baring-Barbour, Curzon1 Digby, Atkinson, Shah and Khambata, 
Rao, Desai, and the Government of India's National Income Committee. 
These estimates emplqy dissimilar concepts and methods of computation 
to put together scanty and unreliable data for different areas of coverage. 
They furnish, therefore, no basis for s~ing whether India's average per 
capita income since the close o£ the nineteenth century has remained the 
same, has risen, or has declined.* 

* Presumably, if India's per capita income had fallen SO percent, or had 
doubled or trebled over the years from the 1870's to the 1940's, then 
such a change would have been reflected in the national income estimates, 
no matter how crude, unreliable, or noncomprable they may be. As a matter 
of fact, the basic data on India's production, which will be cited in the 
second part of this paper, indicate that no change of such magnitude 
occurred. Whatever real change there has been, .has taken place within 
such smaller limits.--rnd it is the cardinal weakness of the existing 
national income estimates that they are hopeless~ inadequate to indicate 
these less drastic changes, and thereby to tell us whether total national 
income increased proportionate~ with the rate of population growth, 
slight~ exceeded it, or lagged somewhat behind. 



As of .1952, in short, we remain without reliable and comparable 
national income estimates for any substantial phase of India1s economic 
development •. Ana~sis of India's evolution still has to proceed without 
that comprehensive view of the country's changing economic structure 
which a series of satisfactory national income estimates would provide, 
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India's Economic Development since 18$0, 
as illustrated by statistics 

Daniel Thorner 
with the assistance of George Blyn* 

Part II 
Rural Economy, Trade, a~d Industry 

The first organized groups of Britons in India were traders who 
journeyed there in the seventeenth century, Their successors in the 
eighteenth century discovered that they could take over parts of India, 
Conquest proved to be both adventurous and profitable. It went ahead 
rapidly at the close of the eighteenth century and was completed by 
1849, with the destruction of Sikh power in the Punjab, a large province 
in northwestern India. 

As conquerors and rulers, the British had to set up their own 
style of administration and obtain the funds with which to support it. 
Like their predecessors, the British drew their chief source of revenue 
from the land, i.e., ·from the peasantry, But the basic land revenue 
arrangements made by the British were sweepingly different from those 
of their predecessors. So far-reaching was the effect of the British 
innovations that we may term them revolutionary, for such was their 
impact upon the traditional patterns of control or land. They disrupted 
the older framework of Indian rural society, and led to a profound re
organization in the relations among the principal groups on the land. 

*Mr. Blyn, Harrison Fellow of the University or Pennsylvania for 
1952-53, served as my Research Assistant from the Spr~ or 1950 to 
the Spring of 19$2. With statistical counsel from Simon Kuznets, 
Mr. Blyn investigated, under my general direction, a series of topics 
in the field of India's modern economic development,' including agri- · 
cultural production and real values in India's foreign trade. In the 
part of my paper which follows, I have drawn heavily upon the results 
obtained by Mr, Blyn in these studies. But I alone am responsible for 
the actual drafting of this paper, and for all its errors, whether of 
emphasis, omission, or commission--D.T. 

(Because of the pressure of time, it was not possible to reproduce 
herewith the charts referred to in the body of this paper. It is 
intended, however, to have copies of them available at the Conference 
on Economic Growth, April 25~27, 1952;r 
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At the same time, they left virtually unaffected the technical side ot 
farming, crop production methods and the like. Perhaps the single most 
striking feature of the British period in India's history is this 
differential impact upon India's rural life: transformation of the 
social fabric ot agriculture, while productive technique continued in 
ancient, time-honored paths (i.e., remained "undeveloped"). This 
contrast constitutes one of the central themes of the present paper; we 
will not be in a position to bring out its significance adequately, 
until we have proceeded a good deal further with our analysis. 

·rn the formulation of British land policy in India two consi-
derations were foremost: (1) ~etting allies in India, so as to . 
consolidate their rule; and ( 2) securing maximum amounts of revenue 
from the land. The influence of the ~irst consideration was paramount 
in the huge area of eastern India known at the close of the eighteenth 
century as the Presidency of Bengal. Here the British brought into 
being a strange group of great landlords,-a class whose annual payments 
of land revenue to the state were fixed in 1793 at sums which were to 
remain unchanged for all time to come--hence the name for this arrange
ment, the Permanent Settlement. 

The new landlords were assured the benefits o£ gains from bring
ing additional lands under cultivation, from improvements in the yield 
of lands already under cultivation, and from upward movements in the 
price level. Simultaneously, the cultivating peasantr,y were left to 
the mercy of the new landlords. Since the income and security of the 
new landlords depended, in the last analysis, upon the strength of the 
British regime, the landlords as a class were expected and turned out 
to be strongly pro-British. 

The disadvantages of this 'type of land revenue arrangement soon 
appeared. The British administration found that its receipts from the 
chief source of revenue, the land, were limited, fixed by the Permanent 
Settlement. 

As they conquered other parts of India, therefore, the British 
tried out other land revenue systems. In the southern parts of Madras 
they made settlements on a field by field basis with the individual 
cultivating peasants (the ryots--hence the name, ryotwari settlement). 
In the central parts of India they later made settlements on an "estate" 
basis with groups of leading families in the villages. Both these 
individual and "estate" settlements were for periods ot 20, .30, or 40 
years each, at the end of which they were- to be re-assessed. Generally 
speaking, the original settlements were pitched at levels calculated 
to yield very high returns to India's new rulers. 

If this was all the British had done, the advent of their rule 
would scarcely have had the striking impact that it did. After all, 
the Indians had been used to demands by their rulers tor a very large 
share of the returns from the soil; and many different ways of obtaining 
high returns had been devised. The British added three things: a demand 
throughout the areas they ruled directly, for payment in money; for pay
ment in full each year (i.e., a relatively inflexible demand); and within 
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the context of a private property structure of landholding. A word or 
two of comment is in order on each or these. While the demand for pay
ment of land revenue in money was not unprecedented, it had never before 
in Indian history been established over so wide an area as that ruled by 
the British. It resulted in great pressure on the peasantry, as we shall 
see below, to produce cash crops for the market, as well as the older 
sUbsistence crops for personal consumption. 

The relatively intle~ible demand for high payments to the state 
each year meant that in times of bad crops or low prices the peasantry 
either had to default or had to borrow from moneylenders. Either 
alternative could soon lead to ruin. Only a small percentage of the 
peasants who fell into dependence on rural moneylenders ever escaped. 
Defaulting meant speedy ruin in the new structure of land relations 
which tollowe~ the application to India of British concepts of private 
propert,y in land.* In the new British order land became private propert,y, 

~atever may have been the structure or structures of agrarian 
relations in pre-British India, we may say categorically that it was 
~ a private property slructure. 

mortgagable, transferable, alienable. Landlords in Bengal, holders of 
rights in "estates" in Central India, ryots in Madras, and the like, 
found that they could borrow against the value of their "property-" But 
they also soon found that a mechanism of courts, warrants, and decree 
had come into being, whereby their creditors or the state could dispossess 
them if they did not pay up on their loans or mortgages, or did not make 
the land revenue payments owed to the state. In short, in place of the 
older, traditional, relatively settled forms of Indian rural society, the 
new British order made mobile both the land and the peasant. 

These new land arrangements were introduced primarily during the 
first two-thirds of the nineteenth century. By the middle of that same 
century, efforts were under way to link India to England by fast steamers 
and to open up India by means of steam railways. British manufactures 
poured into India, while India's raw materials were collected, moved to 
ports, and shipped to Europe. With this e~anding business activit,y, 
and with the relative peace and stability that prevailed in India during 
the last three or four decades of the nineteenth century, the price of 
land rose, population grew, and pressure on the land began to rise. 
MOdern industry developed but slowly, and absorbed only a small percentage 
of the country folk who sought better employment in the towns. 

The economic circumstances of the second half of the nineteenth 
century were most favorable to the growth of the landlord and money
lending groups.. Since India had been joined to the world market by the 

\ 

new steamships and steam railways, Indian prices became dependent on 
world prices and their notorious cyclical fluctuations; immense famines 
occurred. More and more land of the peasantry was taken over by the 
landlords and moneylenders. The condition of the peasantry was 
characterized more and more by chronic, extreme capital deprivation. 
Sub-leasing of the land become widespread; the number of layers of inter
mediaries between cultivatin~ peasant and landowner increased ~tea~;lv_ 
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The above black picture o£ the changing agrarian structure o£ 
India is the kind o£ account·which is commonly given in the textbooks 
dealing with India, (including ~ own). Further reflection on this 
sUbject leads me to wonder whether sucn accounts do not unduly over
simplify certain vital but complex questions. Perhaps the most im
portant o£ these questions is that of multiple rights, plurality o£ 
rights in the same tracts o~ land. Let me illustrate what I mean. 

As o£ 1947, in the eastern· part of the U.P. (formerly" thited 
Provinces, today called Uttar Pradesh), the highest level of rights in 
the soil was that held by great landlords who each might own the land 
on which many villages were centered •. But these grea~ landlords or 
zamindars were only the first o£ many. levels of holders of rights in 
the soil. Below them could stand under-zamindars J under them, in turn, 
stib-zamindars; lastly there could be what have been called temporary 
proprietors o£ the soil, Thekadars. These rented the land from those 
immediately above them and might In turn rent out the land to cultivating 
tenants (generally for a period not greater than ten.years}. In this 
area of India, then, tt was by no means uncommon to find four levels of 
proprietary interest·above the tenant who actually tilled the soil. 

This kind of layering of rights in the soil is of peculiar 
significance for the question of concentration of landed property. At 
the highest level in the eastern thited Provinces, this concentration . 
is not new. The top zamindars were placed in the position more than a 
century ago, under the British land settlements. What would appear to 
have been happening is that classes of intermediaries which did not 
exist a century ago, or existed only in rudimentary form, have expanded 
rapidly. These newer groups, I suspect, have been the driving force £or 
concentration of property at the intermediate levels, and, ~f course, at 
the expense of the actual cultivating peasantr.y. In recent years two 
out of three cultivating tenants in the eastern United Provinces have 
had less than three ~cres o£ land each to work. Primarily, the inter
mediaries have been able to do this by their control of land, which they· . 
obtain by what is loosely called "sub-infeudation" from the zamindars 
proper. 

A quite different process has been occurring in parts of southern 
India. Here the decisive question would appear to have been not so much 
the control of land as the control of credit and marketing. The 
original land settlements, as has been said above, were made directly 
with the cultivating peasantr.y. Would-be intermediaries were by-passed. 
In the second half of the nineteenth centur,r, moneylenders and rural 
traders came forward, who advanced credit to the peasantr.y against 
mortgages. Land concentration began as early as the 1860 1s and 1870's, 
and in the twentieth century has become quite marked. Today parts of 
this area have the highest percentage in India of landless laborers to 
total agricultural population.· · 

From these general considerations about agrarian relations we 
may turn our attention to the trends in Indian agricultural production 
since 1850. There is not much that we can say here about the first 
half-century after 1850, because comprehensive data are not available 
for that period and such data as are in existence have never been put 
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together systematically. We may proceed, therefore, by provisionally 
accepting the position in the standard manuals on India's modern 
economic development, which r1.ms to the following effect: in the half
century after 1850 the area under cultivation increased considerably, 
new cash crops were developed, and total output rose. or particular 
importance in this process were new irrigation works; such as those 
which came into bei'!lg in Madras, in the United Provinces, and in the 
Punjab. 

It is not until the 1890's that we begin to get a usable series 
of data on the "net area sown11 in British India (excluding Burma and 
the Indian "Native" States). These are available in the Agricultural 
Statistics or British India, and refer to the total area under crops, 
without allowance for double-cropping. The data available for 1893 to 
1945 indicate that at the opening or this period net area sown was 
somewhat less than 190 million acres and at the end of this period was 
somewhat more than 210 million acres• More precisely, it we calculate 
the average rate or increase (in net area sown) from cyclical level to 
cyclical level (i.e•, between averages of the cyclical values, cycles 
being taken from trough to trough), we find that it was one-third of 
one per cent per year. For purposes or rough comparison, we may note 
that for the period 1871 to 1941 the average rate of increase of India's 
population was approximately o.6o per cent per year; while for the 
twenty year~ from 1921 to 1941 it was 1.2 per cent per year.* 

*navis, Population or India and Pakistan (Princeton, 1951), 
pp;, 26 and 28. 

When we ecrutini~e the data more closely, we see. that it shows 
two major movements, one of relatively rapid increase from the cycle or 
1896-99 to the cycle or 1918-20, the other of relatively less rapid 
increase from the cycle of 1920-23 to the cycle of 1934-38. The 
dividing point here is in the aftermath of World War I. This is a tact 
of considerable interest, because when we turn from the data on net area 
sown to the data on. agricultural output we note again that in several 
fundamental respects World War I is a basic dividing point. 

A first glance at the official data on agricultural production in 
the subcontinent, however, does not appear to confirm this impression. 
Wol'ld War I does not immediately stand out as a point or particular 
significance. Thus the data on all-India food crop output (constituting 
the overwhelming bulk or all agricultural production), indicate that 
over the years from 1893-94 to 1945-46 total annual production of all 
food crops has remained at a constant level, or even decreased slightly. 
The virtual dead level around which gross annual output of all food 
crops centered was 70 million tons. 

Chart 1, "All-India Food Crop Output" ~ee Appendix 'l], indicates 
the level of annual production in gross tons, and also shows decennial 



averages.* It will be noted that with the decennium beginning in 1921 

*This chart, and the six which follow it, are taken from George 
Blyn's analysis of "The Agricultural .Crops of India, 1893-1946: A . 
Statistical Study of Output and Trends." A copy of this will be avail
able for examination at the Conference on Economic Growth, April 25-27, 
1952. Suffice it to say, for the present, that the central feature of 
this study is the effort to utilize the incomplete historical data on 
acreage under crops and on estimates of output as a basis for estimating 
total output of all agricultural production in all of India since the 
earlY 1890's. It is recognized that this is a hazardous undertaking and 
that its results are provisional. Doubtless still more refined 
statistical treatment of the available agricultural data is possible; 
but we may wonder whether such refinements would lead to results 
different in major respects from those of ~. Blyn. It is hoped that 
Mr. Blyn 1s stUdy will be published in revised form, perhaps by the end 
of 1952. In Chapter II of his manuscript (pp. 21-41), Mr. Blyn has 
given a detailed account of the methods he has employed. I do not 
propose to go over that ground here. 

In using Blyn 1s study, the assumption is made that the agricul
tural statistics are fairly reliable. This is a large assumption. By 
and large, for British India, and perhaps for India as a whole, I think 
it can be defended, no matter what the defects in the·data may be for 
such important areas as Bengal and Bihar. · In any event, at the present 
stage of our lmowledge of India 1 s economic evolution, I think it is a 
wiser assumption to adopt than the opposite, nihilistic assumption, 

.which involves throwing out the older agricultural statistics altogether. 

(i.e., the postwar period from which we have more and better agricultural 
statistics than from the pre-World War I period), the tendency in total 
food output is downward. 

The relation of the output of food crops to the output of all 
agricultural crops (both food and non-food}, is shown in Chart 2, 
entitled "All-India Indexes of Annual· Output of all Crops, and Food 
Crops: 1893-94 to 1945-4611 [See Appendix I]]. This chart is based 
upon an index of production made by weighting the quantity of each crop 
by the average prices prevailing in the quinquennium 1924-25 to 1928-29; 
and by setting at 100 the value in index units of the average output of 
all crops for the quinquennium 1924-25 to 1928-29, so weighted.* Chart2 

* This index utilizes, in part, the data on agricultural prices in 
Table X of P.J. Thomas and N.s. Sastry, Indian Agricultural Statistics 
(Madras, 1940). · 

shows that whereas food output fell off after 1921, the output of all 
crops increased slightly. This difference arises from the fact that, 
while food production was declining, non-food production was rising. 
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Chart 3--"All-India Indexes of Average Decennial Output of All Crops 
and Food Crops: for the period 1893-94 to 1945-46" ZSee Appendix IIJ]-
utilizes the same data and indexes as Chart 21 but puts them in terms of 
decennial rather than annual averages. Thereby the difference in the 
trends in food crops and in all crops is made to stand out. 

Charts 4 and 5 have been made to show the difference in rates of 
growth of population as compared with (l) output of all crops, and (2) 
output of food crops, respectively. For this purpose:familiar data on 
the growth of population have been compared with decennial figures for 
average weighted output of all crops and with decennial figures for 
average gross food crop output, all for the period from 1893-94 to 
1945-46. In these two charts, however, the base period is not set in 
the quinquennium 1924-25 to 1926-29 (as on Charts 2 and 3), but rather 
in the early 1890's: thus for population the base year of the index 
used with index value at 100; is that of the census of 1691 (average 
population in 1893-94 to 1895-96 is taken as that of 1891), while for 
crop output (both food and non-food), the base period of the indexes, 
equal in value to 100, is the three-year average of 1893-94 to 1695-96. 

Chart 4, "Comparison of the Rates of Growth of Population and 
Decennial Average Weighted Output of All Crops, 1693-94 to 1945-46" 
LSee Appendix IV7, shows that from the 1890's to 1921 output of all 
crops kept pace-with growth in population; but that after 1921 
population growth sharply outdistanced output of all crops. Chart 5, 
"Comparison of the Rates of Growth of Population and Decennial Average 
Gross Food Crop Output, 1893-94 to 1945-46" [See Appendix IV) indicates 
that output of food crops paralleled the movement !n population from 
the 1890's down to 1921; buli that after 1921 the rate of growth of 
population sharply increased while that of food crop output actually 
decreased. 

Charts 6 and 7 endeavor to restate the above results in per capita 
terms. Although it has a formidable title--11All-India Ratio Indexes of 
Weighted Output of All Crops and Food Crops Per Capita, Decennially, for 
the Period 1893-94 to 1945-46" {_See Appendix V7--the aim of Chart 6 is 
simple. It starts with the average annual varue of all agricultural 
production for the base·period 1893-94 to 1895-96, using average prices 
for individual crops in the quinquennium 1924-25 to 1928-29.·. The total 
sum so obtained is divided through by the population of India for the 
census year 1891 (a population figure which for working purposes is also 
assumed to hold for 1893-94 to 1895-96), which results in a value figure 
of all crop production per capita in 1693-94 to 1895-96 of 46.1 rupees. 
In terms of index units per capita, this figure of 46.1 rupees is equated 
to 100. Following the same procedure, figures in prices of 1924-25 to 
1928-29 are obtained for decennial average per capita production of all 
crops. These figures are then compared with 46.1 rupees (as 100) to 
obtain comparative values in index units. The results are shown in the 
heavy line on Chart 6, which indicates that, in terms of index units, per 
capita output of all crops held steady from the 1890's to 1921, but 
declined sharply thereafter. The thin line on Chart 6 indicates the 
results of the same procedure when applied to the largest component of 
all crops, namely, output per capita of food crops. 
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Chart 7--"All-India Ratio of Potmds of Gross Food Crop OUtput 
Per. Capita, Decennially, for the Period 189.3-94 to 1945-46" {}ee 
Appendix vr7--is the.most somber of all the charts in this paper. It 
starts from the fact that, for the study of output, all food crops can 
be combined into a single figure of gross tonnage (whereas it would be 
vir~ually meaningless to combine in terms of tonnage, output figures 
for' all crops, say tons of tea with tons of rice, cashew nuts, castor 
seeds-ind the like). When we take the average decennial output in gross 
tonnage of all food crops and divide through by the population figures 
for the census years, we get the ratio of potmds of gross food output 
per capita per year. In this way Chart 7 shows that absolute output of 
food crops per capita per annum has decreased from nearly 600 lbs. in 
the early 1890's (587 lbs,, to be precise) to less than 400 lbs. in the 
1940's (394 lbs., to be precise) •. 

Our survey of trends in agric1Jl tural production, particularly 
since the 1890's, has shown that total output of all crops has risen, 
but unimpressively; that total output of food crops has fallen ott; 
and that per capita output both of all crops and of food crops has 
declined impressively. B~ and large, these trends signify stagnation 
in India's rural sector, not only in the interwar period, but tor the· 
last 60 years. Our next task is to tr,r to accotmt for this long-term 
stagnation. 

We may begin by directing attention to some of the observations 
on this subject in the paper on "Indian Economic Organization," sub• 
mitted to this Conference by D. R. Gadgil. He points out that the 
typical tmit of agricultural "enterprise" in India is the small peasant 
family. These families have extremely limited resources, so far as 
concerns working capital or resources available for capital development. 
The institutional framework within which they function keeps them 
subordinate to and highly dependent on landlord, moneylending, trading, 
and processing groups, (not to mention the effect of land revenue payments 
to the state, which, in the last analysis, also come from the cultivating 
peasantry). It should occasion no surprise, therefore, that the culti
vators themselves have been and are today left without resources for major 
improvements in agricultural production. · 

This does not mean, Professor Gadgil warns us, that we have a 
right to term the technique which the working peasants actually employ 
''backward." India, after all, has long been a settled country with a 
large population on the land. "Such development of land resources," 
Prof. GadgU writes, "as can be carried out with family labour and with 
the equipment of implements and draught cattle available to the average 
peasant, has ••• proceeded very far •••• The technical level at which 
productive activity is carried on varies;- but in the more settled and 
developed areas the traditional technique is fully exploited and 
ordinarily, no marked. improvement could be brought about without a 
considerable increase in the capital resources available to the peasant 
family.'' We have to conclude, therefore, that the level of technique is 
high, in relation to the capital resources available.* - - - .--:~~ ;...;..;;..;...;;;;..,.;;;,;;.;;. ~~== 

* Nor should we credit too.quickly that other old chestnut about the 
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Indian peasant, that he is averse to change and uninterested in new 
crops or agricultural innovations. ·we may cite here observations made 
two decades ago by Dr. Harold H. Mann, author of a number of works on 
India's rural economy and Director of Agriculture in Bombay from 1921 
to 1927r · · 

... the cultivators of the land in India are supposed to be 
extremely conservative, to refuse change when the advantage 
of change is clear, to refuse to take advantage of methods · 
which have proved their value in other parts of the world. 

After long experience of Indian farmers in many parts 
of India, I think that this idea of innate conservatism 
among the rural classes is not correct, and possibly they 
are really less averse to change than a very large pro
portion of the farmers of western countries. I have seen, 
again and again, within twenty years an old but less 
efficient implement replaced almost -entirely, over large 
regions, by one more efficient, or an improved type of 
seed replace that in use for a hundred years, or the 
employment of artificial manure become general. And it 
would really seem to be true that readiness to adopt new 
methods is the characteristic of the Indian cultivators, 
provided they are proved,to their own satisfaction, to 
be of advantage, and provided they give a return whiCh · 
will warrant the borrowing or capital at high interest~·· 
To put it another way, economy of capital or out-of
pocket cost is more important than economy of running 
expenditure, where the labour is a man's own and has to 
be provided with food and maintenance in any case.· 

Hence, throughout India, implements wil1 be found 
to be crude, rough, less economical in working than those 
which might easily replace them and which are available 
at a higher capital cost. The manures and fertilisers 
used are generally those which can be obtained locally, 
and with little or no cost except for labour. The most 
welcome improvements are those which, like an improved 
type of seed, will provide increased returns with little 
capital outlay, even if much more work is required in 
raising the crop. If the result is good and the returns 
are increased, then other improvements immediately become 
acceptable. 

From Harold H. Mann, "The Agriculture or India, II Annals or the American 
Academy, Vol. CXLV (September, 1929}, Part II, P• Bo.· 

The real question which remains is: granted the special position 
and large income of India's landlords, moneylenders, marketers, and . 
processors, what do they do with their incomes? One part of the answer 
is clear, whatever they may do, they do not make. investments in agri
cultural production. Landlords may try to gain control of more landJ 
moneylenders, marketers, and processors may expand the range of their 
existing business operations; but they do not invest capital tor the 
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purpose of making profits of enterprise in agricultural production. 
Leaving aside the tea and other plantations (as highly atypical 
phenomena in India), the rarest bird in the modern Indian countryside 
has ~een a genuine capitalist. producer--that is,-a producer who invests 
capital in agriculture and strives to secure a maximum profit from the 
efficiency with which he handles his labor force and his land in the 
productive process. By contrast, India's rural econo~ has been and 
remains primarily a non-capitalistic commodity production econo~. In 
such a setting it would be folly to expect a capitalistic style or pace 
of development in the Indian countryside.* 

10 

*I am aware that this paragraph involves many oversimplifications. 
If I were to spell out what I have in mind here, I would have to indicate 
what I mean by every term in some such definition as the followings 
modern India's rural econo~ has been a colonial-style combination of 
a village-oriented semi-sUbsistent peasant household econo~ with a pre
dominantly non-capitalistic commodit.Y production eoono~, functioning 
within a developed structure of private property relationships and 
featuring perhaps the world's largest class of virtually landless agri
cultural laborers. 

I do not wish to imply here that a capitalistic style of develop
ment is the only one by which marked agricultural progress can be · 
attained. Clear~, Japanese agriculture has not been capitalistic in 
the sense in which that term characterizes agriculture in the United 
States. The typical Japanese producer presumably has been the small 
peasant family. Yet, despite the heavy burdens which the state placed 
on the Japanese peasantry, Prof. Lockwood indicates that agricultural 
output in Japan rose by something like $0 per cent in the thirty years 
from 190$ to 1934.* Now however modestly Prof. Lockwood may assess the 

*w. w. Lockwood, "The Economic Growth of Japan, 1868-19.38" 
(a paper sUbmitted to this Conference), pp. 12-13. 

economic role of the state in Japan, it has to be said that, contrasted 
with what the "state" did or did not do to raise agricultural output in 
India, the Japanese state played an extraordinarily large role in the 
agricultural development of Japan.* . 

* From the Indian viewpoint, see the glowing tribute to the role 
of the Japanese state in the development of Japan's agriculture since 
the end of the nineteenth century, in "Features of Rice Work in Japan 
and How They Differ From Those in India, 11 by K. Ramiah and M. V. 
Vachhani, two agronomists in the Central Rice Research Institute, 
Cuttack,.Orissa, India. This article appeared in Indian Farming, 
issued by the Indian Council ot Agricultural Research, Vol. XI 
(Februar.y, 1950), pp. 54-59. For the relatively small role of the 
"state" in stimulating agricultural production in India, see the 
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remarks by Dr. Helen Lamb, in the paper on "The 'State 1 and Economic 
Development in India," which she has prepared for this Conference, 
especial~v at P• 12. 

To return to the question of what the landlords, moneylenders, 
etc. do with their income from agriculture in India, we can say in 
general that they find rent and usury, as opposed to capitalistic 
profit, easier, safer, more congenial, and more lucrative.* Thus, 

*cr. the ms. by Dr. Chen Han-seng, Agrarian Regions of India and 
Pakistan (Philadelphia, 1950), ch. i. P• 24 and note 61. 

for example, in testifying a quarter of a century ago before the Royal 
Commission on Agriculture in India, Mr• M. A. Momen, Director of Lan4 
Records and Survey in Bengal, asserted: _ 

"I have got sufficient lands and do some cultivation . 
myself~ I find however that letting them out on halt the 
produce ~harecropp~ is more paying than cultivating 
the lands with my own cattle and by hired servants."* 

* . Dr, Chen, as cited above; see also the remark quoted by Dr. Chen 
from Ramkrishna MUkherjee: "The arrangement of sharecropping gives 
the non-cultivating owners a greater ~argin of profit than that which 
they could obtain by employing the landless or the small peasantr,r as 
agricultural laborers on a daily wage basis." Cited in Dr. Chen, ~· 
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The above remarks on India's agrarian structure are in no sense 
exhaustive. They are intended to suggest several considerations. First 
of these is that the agrarian problem in India has its roots deep in the 
nineteenth century, to say the least; second, that the stagnation in 
Indian agricultural production is not simply a twentieth century problem 
{let alone merely an interwar problem), but is clearly visible, in re
trospect at least, from the last decade of the nineteenth century; third, 
that there is some value in examining the bearing of the framework of ) 1. 
land relations on India's population question, rather than accepting the 
common assertion that the population problem overshadows everything else 
in India, 

The pertinence or these considerations can perhaps be illustrated 
by a quotation or two from one of the outstanding authorities on the 
British phase of India's histor,yt 

"After a minute comparison of rural India at present 
with the facts disclosed in the manuscript records, I am 
compelled to the conclusion that throughout large tracts 
the struggle for life is harder than it was when the 
countr,y passed into our hands •••• The sad result seems to 
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be, that whether we give over the land to a proprietary 
class, as in Bengal, or keep it in our hands, as in 
fthe7 Southern India ~ryotwari ~stem_(, the struggle 
ror-:J.ife grows harder t01arge sections of "the people. 

"In provinces whe.re, a hundred years ago, there 
was plenty of land for everyone who wished to till 
it, ••• human beings (ar~ so densely crowded together 
~s to exhaust the soil, and yet tail tQ wring from 
it enough to eat. Among a people whose sole means 
ot sUbsistence was agriculture ••• a landless pro
letariate ~is_7 springing up,.while millions more 
~are_7 clinging to their halt-acre of earth apiece, 
under a burden of rack-rent or usury,, •• MOre food is 
raised from the land than ever was raised before; but 
the population has increased at even a more rapid rate 
than the food supply •••• 

. "The permanent cure for over-population rests with 
the people themselves, and consists in those restraints 
upon marriage to which all nations of small husbandmen 
have sooner or later to sUbmit~ But we cannot wait till 
that compulsory lesson is learried, for meanwhile millions 
will perish. Overpopulation in India is the direct · 
product of British rule. We have taken on ourselves the 
responsibility by removing the previous checks upon the 
increase of. the people--checks which,_ however·cruel, are 
the natural and inevitable ones in Asia, and which take 
the place of the prudential restraints practised by the 
peasant-farming races of Europe. We must now discharge 
that responsibility, and as our own civilised rule has 
created the difficulty, we must meet it by the resources 
ot civilisation. These resources may lighten the 
pressure of the population on the soil in three ways-
first, by withdrawing large numbers to non-agricultural 
industries; second, by distributing the pressure over new 
or underpopulated tracts; third, by increasing the produce 
of the existing area of cultivation.n 

These observations were made by Sir William Wilson Hunter, in a 
brilliant series or lectures which he gave in Edinburgh in 1879-80.* 

* The India of the Queen, and Other Essazs (London, 1903), 
PP• 138, 147, 99, and 152-53. 

The strikingly contemporary ring or Htmter 1 s remarks would seem to 
tmderscore the need, in analysing India's economic development, to have 
our generalizations extend back tar enough in time to take account 
of the phenomena which lett so sharp an imprint on Htmter's mind.* 
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'*There is a massive amount of data available on British economic 
polic,y and economic development in India from th~ 1850's to the 18901s; 
the troUble with the data is that the overwhelming bulk of it is on the 
local or district level. For example, there are land settlement 
inql4ries for the bulk of the distrj.cts of British India, made every 
successive 20 to 40 years, to recalculate the state's land revenue 
demand from the landholders. These inquiries contain invaluable 
material on India's agrarian evolution and village structure, But the 
task of analyzing them is·one of monumental dimensions. Until it is 
accomplished, however, our understanding of India's economic develop
ment in the last 100 to 150 years perforce has to rest on an inadequate 
basis. · 

We may now turn our attention away from the rural sector to a 
brief analysis of modern industry and trade. We do not aim to treat 
these subjects comprehensively, but rather summarily and in relation 
to only a few considerations. Chief among these is the question 
whether India's progress since 1900 in.the non-agricultural sectors 
of her economy has been.rapid enough to keep pace with or even out
distance population growth. Dr. Vera Anstey, one of Britain's foremost 
authorities on India, would have us believe that the latter has been the 
case. She cites with apparent approval indexes prepared by Sir David 
Meek which purport to show that, 

. "since the beginning of the century agricultural, 
mineral, and industrial production and foreign 
trade have grown at a rate slightly greater than 
that of population in the case of agriculture 
and trade, and substantially greater for mineral 
and industrial production."* 

*vera Anstey's chapter on "Economic Development," in L.s.s. 
O'Malley (ed,), MOdern India and the West (London, 1941), pp. 291-92. 

Arguing to the same effect in 1952, Kingsley Davis calculates that 
in the territory of what is the RepUblic of India today, population 
increased by 110 million between 1921 and 1951, an increase of 44 per 
cent. From this Davis surmisest 

Such a rise in total population tells us at once 
that the national product has risen sharply. The 
great expansion of numbers could not have come as 
a result of a simple reduction in average consump
tion, because the level of living was already so 
low in 1921 that little reduction was possible. 
~ rise in national product wa~ involved, and this 

13 
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can be substantiated in other ways. But the in· 
crease in total production, per contra, did not 
mean a rise in per capita product.* 

* Davis, "Social and Demographic Aspects of Economic Development 
in India," submitted to this Conference, P• 21. 
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In assessing these assertions we have to bear in mind Mr. Blyn's 
data ~n agriculture, presented earlier in this paper. They show that 
agric?Iture has been stagnant, .to say the least. Mineral output has not ' 
bulked large in India's national product and we will not go into it here. 
We come next to modern industry. Since agricultural output was stagnant, ' 
let us assume, for purposes of argument, that the increase in the value 
of the output of modern industey alone was such in the 1930's, for ex
ample, as to have been equivalent in value to the total income required 
to sustain the increment in population. How large an increase would 
that have amounted to? We know that population increased 5o millions 
between 1931 and 1941. Now let us use, for argument's sake, v.K.R.V. 
Rao's estimate of per capita income for 1931·32 of 62 rupees. By 1941, 
simply to keep at the same level of per capita income as 1931, an · 
increase of rupees 62. x··SO million would have been necessary, or J.l 
billi~n rupees. · 

Now it so happens that, in terms of Indian economic literature, 
we are relatively well posted, so far as concerns data on modern industr,y 
in the late 1930's. We know that the value of all capital employed in 
modern industey as of 1938-39 was roughly of the order of 6.75 billion 
rupees, while the value of total output in modern industrial establishments 
in that year was roughly J.J billion rupees.* Thus the total annual out-

* . These estimates are taken from the study by M. V, Div~tia and 
H. M. Trivedi, Industrial Capital in"India, 1938-39 (Bombay, 1946), 
PP• 71 and 88. _ 

put of modern industry in the late 1930's barely exceeded the figure by 
which the value or annual industrial output should have increased, by 
~941, if it was to offset the growth in population.* 

* And this calculation is made without allowing for the extent to 
which modern industry was making progress in India by weakening or 
destroying handicraft occupations. In this connection we have to bear 
in mind Mrs. Anstey's own warning about the importance of that "counter
balancing, but unmeasurable, factor ••• the decline in the indigenous 
industries." Anstey, as cited above, p. 291. 
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. . 
Let us pass, therefore, from modern industry to trade. In terms 

of real values, has there been an increase in India's foreign trade since 
190~ all commensurate with the rate or growth qf population? At 
first glahce this seems well within the range of possibility. In her 
pape~ for this conference Dr. Lamb cites figures in current prices to 
indicate that the value of Indian exports rose from 187.5 million rupees 
in 1845-55 to 1.3 billion rupees in 1895-1905, and to 3.3 billion rupees 
in the decade 1921-31. We all know that these figures do not mean very 
much, however, unless they are deflated for price changes. In recent 
months Mr. George Blyn has made a provisional stuqy or the quantity 
levels in India's foreign trade (deflating current values by 1913-14 
based price indexes). He has covered so far the period from 1913-14 
to 1937·38. His tentative results indicate that, aside from the effects 
of World War I and the 1929-33 depression, there have been no really 
major changes in the general quantity levels of either India's exports 
or of India's imports. The data, or at least those so far available, ( 
simply do not support the kind of assertions made by Anstey and Davis • 

. -
R. c. Desai, ur the conclusion of his study of "Consumer 

Expenditure in India, 1931-2 to 1940-111 (Paragraph 9. 7), makes a 
related, but much more guarded, assertion. In the decade which he 
studied he finds that "clothing, household goods, personal effects, 
reading matter, private motoring, communications, and private 
expenditure on education--all are increasing more rapidly than the 
population."* Desai's discussion makes it plain that the co~odities 

* R. c. Desai, "Consumer Expenditure in India, 1931-2 to 1940-1," 
Journal 2£ ~Royal Statistical Society, Vol. CXI (1948), PP• 282-83. 

to which he refer~ are mostly (but not exclusively) those consumed in 
the cities, particularly by the urban middle and upper classes. This 
implies that if any improvement in the level of living took place in 
India in the 1930's, it was limited to relatively privileged strata of 
the city-dwellers. Such an assertion, or implication, fits well with 
other known facts of the modern Indian scene. 

The analyst or India's economic evolution cannot help but note 
the glaring contrast between the role of the government in India's 
economic development and in that of Japan. All the power of the state 
was used in Japan to bring into being a respectable sector of modern 
industry. On the basis or that sector--originally cradled and nursed 
by the state, no matter what the state's subsequent economic role 
may have been---Japan later became an industrialized nation. In India, 
as Dr. Lamb has indicated so forcefully, the power or the government 
was never really deployed to get an industrial sector going. India has 
remained an overwhelminglY agricultural econo~. We may highlight this 
contrast by stating that the first stretch or railway was opened in 
India in 1853, after which India's railway network expanded until it 
was the largest in Asia and one or the five largest in the entire world. 
Yet throughout the centur,y from 1853 to 1952 not one complete railw~ 
locomotive and boiler has ever been manufactured in India. One can · 
imagine what the Japanese economic position would be if the same kind or 
assertion were true of Japan. 
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India has lacked and still lacks a broad and balanced industrial 
sector, and no substantial urbanization has taken place, India's 
cities have not served as a safety valve for rural-discontent. All 
indications are that the peasantr,y in India are no longer prepared to 
support the burdens they have borne so long. This appears to be one 
of the principal facts behind the instability which has became so 
pronounced a feature of the recent histor,y of India and its neighbors 
in southern Asia. One may expect that, as in the case of true love, 
the course of future efforts at modernization in India will not be 
smooth. 
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APPENDIX I 

AI,L...HIDIA FOOD CROP OUTPUT a GROOS TOW.GE 

Year Gr. Tons ~OOO's} Year Gr. Tons· (OOO's} 

1945-46 65,300 1920-21 61,776 
72,675 80,767 
73,641 57,115 
73,641 81,684 
67,121 83,166 

1940-41 65,903 1915-16 78,123 
68,616 74,673 
64,278 65,327 
69,913 75,115 
71,874 77,683 

1935-36 65,834 1910-11 82,286 
69,102 81,688 
69,018 .• 68,372 
70,748 63,168 
13,095 73,306 

1930-31 72,516 1905-06 70,362 
72,176 73,081 
68,586 76,237 
65,698 77,267 
69;712 67 •. 725 

1925-26 69,190 1900-01 72,162 
70,257 67,221 
71,301 78,130 
79,313 75,952 
78,204 56,395 

69,269 
77,437 

1893-94 74,848 

Source: George Blyn1s study, cited above, PP• 90-98. 



APPENDIX II 

ANNUAL INDEX OF ALL-CROP OUTPUT, AND ITS FOOD COMPONENT 
(Aggregates Weighted by Average Price of each Crop, 1924-25 to 1928-29) 

Year Food Component All Crops 
Rs. Millions Index Rs. Millions Index 

1945-46 9,486 70 13,579 100 
10,440 77 14,533 107 
10,655 78 15,163 112 
10,3136 76 14,696 108 

9,599 71 13,620 100 
.1940-41 9,280 68 13,927 103 

9,814 72 14,227 105 
9,222 68 13,507 99 

10,076 74 - . 14,704 ·108 
10,343 76 16,285 ·113 

1935-36 9,344 69 13,833 102 
9,894 73 14,034 103 
9,863 73 14,246 . 105 

10,115 75 14,378 106 
10;522 77 14,178 104 

1930-31 10,375 76 14,309 105 
10,314 76 14,426 106 

9,913 73 13,941 103 
9,323 69 13,202 97 
9,884 73 13,535 100 

1925-26 
' 

9,886 73 13,537 100 
10,009 74 13,676 101 
16,037 74 13,571 100 
11,292 83 14;890 110 
11,126 82 14,426 106 

1920-21 8,839 65 11,881 88 
11,448 84 14,858 109 

8,116 60 10,864 80 
11,715 86 15,022 111 
11,864 87 15,280 113 

1915-16 11,132 82 14,477 107 
10,470 77 13,599 100 

9,403 69 12,607 93 
10,679 79 13,803 102 
11,214 83 14,201 105 

1910-11 11,859 87 14,794 109 
11,760 87 14,782 109 

9,543 70 12,212 90 
8,863 65 11,403 84 

10,382 76 13,403 99 



APPENDIX II -- Continued 

Year Food Component All Crops 
Rs. Millions Index Rs. Millions Index 

1905-06 10,015 74 12,617 93 
10,485 77 13,038 96 
10,887 80 13,623 100 
11,142 82 13,821 102 

9,627 71 12,173 90 
1900-01 10,290 76 12,816 94 

9,731 72 11,578 87 
11,370 84 13,926 1()3 
10,978 81 13,484 99 

7;829 68 10,082 74 
9;948 73 12,379 91 

11,222 83 13,537 100 
1893-94 10,770 79 13,141 97 

Note 

For.mula used for.index, weighted relatives of aggregates,. 
100 x sum q1PO • sum Poqo• 

Base for both indexes, 1924-25 to 1928-291 sum of all crops, qlPo+ 6, 
Rs. 13,579 millions equals 100 •. 

ql• fran our tables of all-India crop output, pp. 90-110 of Blyn's 
study. 

Po, from average village market prices, ~924-25 to 1928-29, see 
Appendix XVIII, p. 115 of Blyn's Study. 

'Rs. Millions,• fran sum ~lPO• 

Food component - rice, wheat 1 barl~y 1 jowar, ragi, maize, gram, . 
other foodgrains and pulses. 



APPENDIX III 

-
DECENNIAL INDEX OF ALL-CROP OUTPUT 1 

AND ITS FOOD COMPONENT 

Year Food Component All Crops 
Rs. Millions Index Rs. Millions· Index 

1945-46 
to 9,666 71 14,313 105 

1936-37 

1935-36 
to 9,957 73 14,007 103 

1926-27 

1925-26 
to 10,533 78 13,801 102 

1916-17 

1915-16 
to 10,530 78 13,528 100 

1906-07 

1905-06 
to 10,235 76 12,734 94 

1896-97 

1895-96 
to 10,646 78 13,019 96 

1893-94 

Note: Decenniums centered approximately on census years. 

Base, 1924-25 to 1928-29 1 Rs. 13,579 millions, equals 100. 

Source: Appendix XVII, PP• 113-114 of Blyn's study, 



APPENDIX IV 

ALL-UIDIA INDEXES OF POPULATION, GROSS FOOD CROP OUTPUT, AND 
WEIGHTED OUTPUT OF· ALL CROPS, FOR THE: PERIOD 1893-94 TO 1945-46 

{Decennial averagesJ initial period as base) 

Years Population Gross Food Crop Output All Crop Output 
Thousands Index Thousand Tons Index Rs. Millions 

1945-46 
to 388,988 138 68,276 92 14,313 

1936-37 

1935-36 
to 338,171 120 69,648 94 14,007 

1926-27 

1925-26. 
to 305,679 lOS·· 73,277 99 13a801 

1916-17 

1915-16 
to 302,985 107 73,974 100 13,528 

1906-07 

1905-06 
to 285,288 101 

1896-97 
71,453 97 12,734 

1895-96 
to 282,134 100 73,851 100 13,.019 

1893-94 

Note: Decenniums approximately centered on census years. 

Average population in 1893-94 to 1895-96 taken as that of 1891. 

For other decenniums it is assumed for working purposes that the 
population in the census year is 8.:tl approximate average ot 
nearly equivalent periods prior to, and after, the census, 

Sourcea Appendices XXI, XX. XXIIIJ PP• 1181 117, 119 of B1yn'a stu~. 

Index 

110 

108 

106 

104 

.98 

100 



APPENDIX v 

DECENNIAL INDEX OF ALL-CROP PRODUCTION, AND 
ITS FOOD COMPONENT, PER CAPITA POPULATION 

Years Food Component per Capita All Crop-Production per C&pita 
Rs. Index Rs. Index 

1945-46 
to 24.8. 54 36.8 80 

1936-37 

1935-36 
to 29,4 64 41.4 90 

1926-27 

1~25-26 
to 34.5 75 45.1 98 

1916-17 

1915-16 
to 34.8 75 44.6 . 97 

1906-07 

1905-06 
to 35.9 78 44.6 97 

1896-97 

1895-96 
to 37.7 

1893-94 
82 46.1 100 

Notea All-crop production per capita, 1893-94 to 1895-96, Rs. 46.1, 
equals 100. 

Source: Appendix XX, P• 117J 
Appendix XXI, p, 118 of Blyn's study, 



AFPENDIX VI 

-DECENNIAL AVERAGES OF GROSS FOOD PRODUCTION, 
AND PER CAPITA FOOD PRODUCTIOn; CENTERED 

APPROXIMATELY ON CENSUS YEARS 

Years Population& Food Produotionb Production 
(Thousands) (Thous. Tons) Per Capita 

(Pounds) 

1946-46 
to 388,988 68,276 394 

1936-37 

1935-36 
to 338,171 

1926-27 
69,64:8 461 

1925-26 
to 305,679 73,277 638 

1916-17 

1915-16 
to 302,985 73,974 547 

1906-07 

1905-06 
to 285,288 71;453 560 1896-97 

1895-96 
to 

1893-94 
282,134 73,851 587 

Source: a Appendix XlCI, p. 118J 
b 
Appendix XVI, p. 112 of Blyn's study. 


