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FOREWORD 

This is the fourth and final volume of the. Writings and Speeches of Profes
sor D. R. Gadgil in English. In 1961 the Institute published a colIection of 
his writings entitled Planning and Economic Policy in India. In 1972 we 
brought out a revised and enlarged edition of the same which includes his 
important writings and speeches upto the time of his joining the Planning 
Commission. In 1973 we published another volume entitled Writings and 
SPeeches of Prof. D. R. Gadgil on Planning and Development (1967-71), 
which brought together his writings and speeches during the period he was 
Deputy Chairman of the Planning Commission. The third volume, pub
lished in 1975, brought together his writings and speeches on Co-operation, 
a field in ,!hich he made major contributions both in theory and practice. 
The volume was entitled Writings and SPeeches of Professor D. R. Gadgil 
on CO·Q-peration. The present volume brings together a large number of 
monographs, articles, notes and speeches on a wide variety of subjects by 
Professor Gadgil over a period of 40 years, 1931-1971. 

The volume is divided into two parts: part one on matters economic and 
part two on matters political and educational. The writings on economic 
problems cover many fields of economic policy. One of the subjects of his 
early and sustained interest was the salaries and allowances of public offi
cials in India. The first monograph he wrote on the subject in 1931 and 
the subsequent essays and memoranda on the subject till 1965 are reprinted 
here. Another set of essays relates to agricultural price policy and controls, 
matters with which Prof. Gadgil was closely associated during the years of 
the Second World War and later. There are also his essays on agricultural 
finance, ceiling on land holding, Gramdan, and on district development 
planning which was a subject of his deep interest. Besides, there are ex
positional essays on structure of India's economy, the Reserve Bank's 
monetary policy and a preliminary monograph on the rise of modem 
business in India, published earlier. 

The subject of political organisation that occupied his attention the 
most was the Federal Structure of the Indian polity; one set of the essays 
included in the second part of the volume relates mainly to this. The essays 
on educational policy are largely in the nature of memoranda submitted 
to the successive Education Commissions. 

Three of the monographs and lectures by Prof. Gadgil, separately pub
lished earlier by the Institute, have been reprinted i~ this volume. These 
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have been out of print for a long time and it was considered useful and 
!appropriate to reprint them here. 

The printing of the volume was delayed due to non·availability of some 
type faces. Hence the type faces used for printing the second part are un· 
avoidably somewhat different from that in the first part. 

With the publication of this fourth and the last volume of Prof. GadgiI's 
writings and speeches in English. and the earlier two volumes of his writ· 
ings and speeches in Marathi. the task of bringing together his essays is 
completed. We trust the co\Iection of ·the essays of this outstanding scholar 
of the Indian economy and society over a period of 40 years will be weI· 
comed by all. . 

Gokhale Inuitl1<1ie :of 
Poli tics and Eoonomics 
Pune 4U 004 

May, 1981 

Nilakantha Rath 
Director 



PREFACE 

, 
This is the fourth and the last volume in the series of Selected W'ritingo; 
and Speeches of Professor D. R. Gadgil. The earlier volumes in the series 
are Planning and Economic Policy in India (1972), Writings and SPeeches 
of Professor D. R. Gadgil on Planning and Development: 1967·1971 (1973) 
and Writings and Speeches of PrOfessor D. R. Gadgil on Cooperation 
(1975). The material that was not included in the above three volumes 

was wide·ranging in the coverage of the subjects of discourse as well as in 
time. It was available iIi. the form of notes, addresses, speeches, articles, etc" 
and was compiled from periodicals and other publications and personal 
records of Prof. Gadgil. The number of published and unpublished articles 
etc" totalled upto nearly double the number included iil the present col· 
lection." The selection was made with a view to ensuring that his contribu
tions- t'!-niethodology and to socio-political thinking are included. Attempt 
is made to avoid repetition as far as possible; however when he dealt in 
depth with a specific issue and developed various aspects of the issue at 
hand on different occasions in the form of notes, memorandum, articles, 
etc., certain amount of repetition became inevitable, e.g. his notes, articles 
and booklets on the issue of Reorganization of States and formation of 
Samyukta Maharashtra. 

The material in this volume i6 organised in two parts. The fir~t part in
cludes his articles on economic problems and policies. These were written 
over a period of about 40 years (1931-1971) and touch upon problems of 
rural life, price policy, salary levels, certain economic policy issues, e.g., 
controls, regulation of credit, intermediate technology, etc. The articles 
relating to economic problems and policies are grouped subjectwise, and 
within each subject-head the articles are arranged chronologically. 

The first publication of the Gokhale Institute of Politics and Economics 
which appeared in 1931 viz., Tbe Salaries of Public Officials in India, by 
Prof. Gadgil is included in full in the present volume. This together with 
his 'Memorandum on Scales of Salaries' submitted to the Central Pay Com
mission in 1946 and his article on 'Ex-colonial and new income differentials 
in India' provide a full exposition of his views on the issue of salary levels 
which he considered to be a crucial variable in the determination of wages 
and income structure in India. Prof. Gadgi1 viewed district development 
planning as an essential and vital element in the formulation of national 
plans. He wrote extensively on this subject, particularly in the context of 
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the preparation of the Wardha district plan. The Kale Memorial Lecture 
which he delivered in 1966 dealt with district development planning and 
was published by the GIPE. That publication is now out of pri.nt: the text 
of the lecture is included in full in the present volume. Various notes and 
write-ups prepared in relation to the formulation of the Wardha Plan are 
not included as it was felt that his basic formulations on district develop' 
ment planning and methodology in plan formulation are best summed up 
in the Kale Memorial Lecture. Similar considerations governed exclusion 
of a number of other articles and notes. 

The present volume includes the monograph on "Origins of the Modern 
Indian Business Class". Prof. Gadgil had planned a comprehensive study 
of the Indian business communities and the work on the project was started 
in 1950. However. Prof. Gadgil was not able to work on this project on a 
sustained basis and it was his hope to complete the work. which was still 
in the form of drafts. notes. etc. when he would be free from the respon
sibilities of executive positions. This. however. was not to materialise. Only 
a part of the work could be published in the form of an Interim Report 
in 1959: this report is included in the present volume. 

The Second part includes Prof. Gadgil's articles and addresses on edu
cational policy and his writings on some political questions. The material 
on educational policy is in the form of a critical review of the report of 
'The Committee on Vocational Training in Primary and Secondary 
Schools' (Joshi Committee. 1938). memoranda submitted to the 'Univer
sity Education Commission' (1948) and the Education Commission (1964-
1966). and a review of the report of The Education Commission. 

In relation to political questions his main pre-occupation in the imme
diate pre-independence period was with the constitution of Federating 
Units in India and the powers and functions. of the Federal. State and the 
Local Governments. He participated in the work of Samyukta Maharashtra 
Parish ad and some of his writings in the period 1946-1948 were in response 
to the current vital issues. notably his pamphlet. The Future of Bombay 
City. 

The writings and speeches included in the present volume have been 
published over a period of 40 years and have appeared in a variety of jour
nals or under other auspicc~. Obviously. the style and manner of presenta
tion varied considerably_ In preparation of the present volume editing was 
kept to the minimum and the articles are published basically as they ap' 
peared originally. 

Gokhale Institute of 
Politics and Economics. 
Pune 411 004 
May 3. 1981 

Sulabha Brahme 
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PART I 

ECONOMIC PROBLEMS AND POLICIES 



The present volume brings together Selected 
Writings and Speeches of Prof. D. R. Gadgil 
pertaining to the broad theme of economic deve
lopment and 80c'al change. The volume contains 
42 articles dealing with diverse facets of the 
questions in the field of econom'c prob"ems and plan
ning, educational policy and political and economic 
aspects of 'the, reorganizat'on of Indian States. 
Prof. Gadgil was occupied, for a period of about 40 

years (1931-1971) with the problem of transition 
~ of the Indian Society from a traditional e'osed 

society to a modern open society. This implied 
rejection of the traditional hierarchical caste system· 
that regulated the who"e pattern of social life 
and the values of privilege and ranking inherent 
in it and acceptance of new sets of values of 
competition and contractual Boeio-economic relations. 
Prof. Gadgil's search for solutions that would 
make the transition not-so-violent and not-so
painful is reflected in his writings and speeches. 
The problems of transformation faced in relation 
to agrarian structure, industrial development, 
monetary and pricing paUcy, sa'ary determination. 
educational system, formation of federal units 
are discussed by Prof. GadgiJ keeping in view the 

-Specificity of the Indian socio-economic reality, 
and policy measures are indicated 1:'0 as to achieve 
change in the desired direction. The articles 
contained in this volu~e share the insight into the 
Indian social problems and the objective and 
rigorous analytical method so very characteristic 
of Prof. Gadgj)'s writings. It i. hoped that the 
bringing together of his writings and speeches on 
diverse aspects of Indian socio~economic life would 
help the reader in better understanding the myriad 
of prob:ems in the transformation of the Indian 
society. 

Rs.85.00 



PROBLEMS OF RURAL LIFE* 

INDIA is a vast country with a large population and diverse geo
graphic and climatic conditions. In writing of Indian rural problems 
it therefore becomes necessary to take account of extremely varying 
types of agricultural regions. This diversity may be indicated: by 
delCribing the salient features of some of the most important regions. 

Rain/aU and Irrigation 

Beginning with the northwest, we have the area of Western Punjab 
and Sind, which is an,arid tract with an average annual rainfall of 
less than 10 inches, and in which agriculture is dependent entirely on 
artificial irrigation. The irrigation system of Sind dates from very 
ancient times, but has been extended considerably in the modern 
period.-:West Punjab irrigation is entirely a product of the last fifty 
years. It has been only in these parts that considel'8ble new areas 
have been brought under cultivation in modern times. 

In contrast with the new settlements of West Punjab, Eastern 
Punjab and the Gangetic Plains of the United Provinces are very 
ancient agricultural lands. They are endowed with a rich soil and a 
comparatively plentiful and dependable rainfall which can be sup
plemented by the help of both canal and well irrigation. These charac
teristics, with the exception of canal irrigation, are sihared by the 
neighbouring province of Bihar. The deltaic lands of the Ganges and 
the Brahmaputra, which are indicated broadly by the term East 
Bengal, are regions of rich soil land heavy rainfall. These constitute, 
therefore, a typical rice region, with the added advantage of having 
almost a monopoly of the valuable agricultural product, jute. 

Farther to the east. Assam has rich rice valleys and the hilly tea 
region. Along the east coast the deltaic regions of Orissa and the 
Andhra and the Tamil country have a. rice economy whose extent and 
security are guaranteed by considerable irrigation works at the 
mouths of the large rivers flowing through them. Along the west 
coast the heavy rainfall tract is narrower. At the extreme south of 
this coast is the rich garden land of Travancore and Malabar. North-

* Written in the pre-partition days and published in Th. AnltGlB 0/ th. Ame
rice .. Academll 0/ Political. and Social Scien •• , Vol. 238, May 1944, pp. 84-91. 
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ward, though the rainfall remains heavy and secure, the land strip 
becomes poorer in quality until very poor soils are reached in North 
Konkan. 

The Deccan Plateau and the Central India Plateau comprise soil 
regions of greatly varying fertility, but they are characterized over 
the whole area by a comparative absence of irrigation facilities and 
large dependence on the annual rainfall. Further, this annual preci
pitation has varying degrees of precariousness over the larger part 
of this tract. It is within this area that famines have been most fre
quent and most severe. The lands of Gujarat, with a moderate rainfall 
and with little irrigation, are yet among the richest in the country, 
while the contiguous region of Rajputana is, for most part, a desert. 

The diversity of conditions may be further explained by reference 
to a variety of features, the main among which are the extent and 
dependability of the annual rainfall, and the extent of double crop
ping. Connected vitally with all these phenomena are the density and 
movement of the population in the different regions. The average 
regional rainfall varies from 10 inches in Sind to over 100 inches in 
East Bengal i8nd Travancore. Contrast in its dependability is indi
cated by the fact that in the Indian Peninsula itself the coastal strips 
almost never experience a failure, while over large parts of the Bom
bay and Madras Deccan the rainfall is proverbially deficient once 
every three years. 

Cropping Facilitie8 

Some regions are dominated by only one grain crop, as the rice 
regions of East and West Bengal, the wheat regions of Eastern Punjab 
and Western Indo-Gangetic Plain of the United Provinces, or some 
poor parts of the Deccan where little except millet can be grown. In 
others the dominant crop might be a single cash crop, though this 
can never take up as great a proportion of the area under cultivation 
as the single foodgrain crop. The cotton area of South Guj18rat or 
Khandesh and the jute area of East Bengal exemplify this type. Or 
again, there may be considerably diversified agriculture especiaUy 
where there are irrigation facilities such as in the eastern coastal 
strip. And though animal husbandry takes an inferior place in Indian 
agriculture asa whole, there are tracts like North Gujarat where 
mixed fanning (agriculture and dairy) is the dominant type. Double 
cropping depends essentially on the nature of the soil and the faci
lities for irrigating it. In the poorer tracts the fields fail to yield even 
a single crop for each successive year. On the other hand, in East 
Bengal as many as three crops may be taken out. The Malabar coast 
regions exceed even this limit, by harvesting four crops annually. 
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Porniation Density and Movement 

The density and movement of population are correlated to some 
extent to all these factors. There are regions like Cochin and Travan
core which, even with a density of 1,535 per square mi1e; have been 
continuously growing' and do not send out many migrants. Other 
regions, like North and South Bihar and the Central and Eastern 
Ind~angetic Plains of the United Provinces, with high densities, 
ranging roughly between 950 and 1,080 per square mile, have been 
stagnant but show evident signs of overcrowding. They are the main 
centres from which emigrants go out in large numbers. Density by 
itself is, however, no criterion. The Bombay Deccan, with 297 per
sons per square mile, seems to be evidently pressed; but Gujarat, 
with 475 per square nille, does not show signs of strain. The popula
tion in the former, however, increased more tbJan twice as much 
(30 per cent) as that of the latter (12 per cent) from 1881 to 1931. 
The Brahmaputra Valley, with 1,255 persons per square mile, and 
Northwest Dry- Area, Punjab, with 540 per square mile, attract II' 
considerable number of immigrants, and a major part of the large 
growth of population" in these tracts is attributable to a favourable 
balance of migration. With these again may be contrasted East Coast 
Madras;:.-South, with 1,060 per square mile, with an emigration his
tory of two centuries. 

Small, Fragmented H oUintgs 

While physical conditions differ so greatly. it is yet possible to talk 
in some measure about problems of Indian agricultural economy in 
general because of the similar scale on which the j&gricultural indus
try is practised in all regions in India. Barring the plantations and 
the entirely negligible instances of large estate maniagement, India 
is par excellence a country of small peasants. Whatever the climatic 
and cropping conditions and whatever the tenure of the system of 
land rights, the sc,ale of the individual agricultural enterprise is 
everywhere very small. Universally, therefore, the problems of In-. 
dian agriculture are those of the small peasant and must be visualized 
from this point of view and solved in the light of his needs and 
circumstances. 

The small scale on which agriculture is conducted in India imposes 
a limitation on the resources and the technique of the enterpriser. It 

1 All density figures in this paragraph are given per square mile of culti-
vated area, 1931. . 

• Net reproduetion rate of Travancore, 1901-81, 1.8." . 
• 1881-1981, more than 100 per cent. 
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also results in the fanning enterprise being mostly of the family 
enterprise type. Except in certain areas, w;bere there remain vestiges 
of serflike systems, problems of agricultural labour do not loom large 
in this country. The vital problems conneCited with organization of 
agriculture are the smallness of the fann unit and' the scattered 
character of its constituent parts. Over the greater part of the coun
try eveh the small holding of the peasant consists not in a single con
tinuous field but in numerous scattered strips. 

This scattering of strips does not originate in communal agri
culture, as in Russia or medieval Europe. India has never known 
anything similar to the open-field cultivation of Europe or the periodic 
redistribution of lands as in Russia. Fanns in this country have been 
cultivated since very ancient times as individual independent enter
prises. The scattering of the strips is Chiefly the result of the division 
through generations of the original large contiguous areas. Its present 
extent has been meaSured in some parts of the country, and it has 
been shown that whether the holding be large or small, it is divided 
on an average into five to eight strips. ' 

The fr"agmentation of the holding is obviously wasteful of the culti
vator's resources and time, and efforts have been made in some pro
vinces towards consolidation. The efforts have so far been voluntary, 
though' initiated and helped in certain cases by government. The 
largest measure of sucooss has been obtained in areas like the Punjab, 
where, in the plains, location does not materially influence returns to 
agriculture, and where the quality of land is fairly unifonn. Where, 
however, there are considerable differences in quality in the fields of 
a village, ,and especially where irrigation is available for certain areas 
and not for others, the consolidation of the holding in single blocks 
presents very great difficulties. Some measure of fragmentation in
troducesin such a case a necessary element of diversification in fann
ing, and also makes for a spreading of risks where there is consider
able dependence on rain. So far,' efforts towards consolidation have 
not been intense and have been confined to a few provinces. This 
may be due to the fact that though the wastage of \,and and resources 
due to fragmentation is not negligible, the most considerable wastage, 
that of time, is not greatly felt by the cultivator, owing to the limited 
area at his command. 

The smallness of the total holding presents a problem which is more 
fundamental- and more intractable. It is wrong in this connection to 
blame the laws of inheritance. Primo-geniture and similar institutions 
are after all rare in the worM, and a more or less equal division 
among heirs is a very common rule. Not in all countries, however, is 
there to be observed a progressive subdivision of agricultural land. 
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Further, the law of inheritance indicates merely a division of right of 
ownership, and has no necessary connection with the cultivating unit. 
As a fact, a large and jointly held cultivating unit has been tradi
tional in India. Its breakup in recent delllldes is obviously the result 
of a pressure of population and a lack of 'alternative employment. Of 
recent years the concept of the "economic holding" has been much 
discussed in this connection, and there has been some talk of ensuring 
it by legislation. Any such effort, however, immediately raises the 
problem of the displaced population, and it cannot be undertaken 
except as part of a comprehensive planning of lall employment. 

Property Rights and Tenancy StatWi 

The problem of consolidation, or of the economic holding, becomes 
even more complicated in areas where the actual cultivators are in the 
main tenants. {n respect of ljand tenure systems, India may broadly 
be divided into two groups of regions: the first, in which the land is 
owned by the non-cultivating landlord, and the second, in which the 
land is held directly by the peasant. ' 

In the.earlier phase of the conquest of India, British policy favour
ed the maintenance of a landlord class in the country; and in the pre
sent provinces of Bengal, Bihar, and the United Provinces, the land
lord system was therefore securely established. At the time of later 
acquisitions - Madras and Bombay - a school of thought favouring 
the creation of an independent peasantry had grown up among British 
administrators. In these provinces, therefore, the revenue system dis
pensed with any intermediaries and dealt directly with the cultivator. 
In the territories acquired still later, such"as Punjab, Centra~ Pro
vinces, and others, some variants of the two systems were adopted. 

It should, of course, be remembered that the nature of the revenue 
system was not determined entirely by the opinions or prejudices of 
the new rulers, but was also largely moulded by the historical ante
cedents of the various regions. ,The lancLIord provinces comprised 
mostly ancient agricultural regions subject to waves of invading 
settlers from time immemorial. The system of rightso£' property in 
land was, therefore, complicated in these regions. The British in the 
early days took account only of the luperior holder, and had even no 
means, at the t~e, for reqording the extent and the 'nature of the 
other rights. A vague guarantee was no doubt given that all these 
rights would be respected, but no method w'~' devised by which the 
guarantee could be implemented. It thus happened that" through the 

, chaos of the early settlements and the lack of protection iii later times, 
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rights of inferior holders and cultivating tenants were but pre
cariously maintained. 

It was not till the middle of the nineteenth century that the British 
undertook any tenancy legislation. The first piece of such legislation 
was enacted in Bengal, and similar provisions were made later for 
the other landlord provinces. The chief aim of all this legislation was 
to maintain the customary rights of inferior holders and cultivators, 
and the method adopted was that of guaranteeing certain ril!'hts to 
persons who could be proved or were supposed to have held land or 
such rights for a certain period of time. The chief difficulties met with 
in this legislation, apart from the difficulties of countering evasive 
practices, were that at least initiaUy it covered a very sm.all class and 
that it did not necessarily protect the actual cultivator. 

The latter difficulty arose because the cultivating tenants were not 
necessarily and ,in all regions holders of customary rights; but even 
where they held such rights, the new rights being alienable property 
rights attached to persons and not to the cultivating status, they could 
be contracted away. Because of the chronic poverty and indebtedness 
of the peasant, they were so contracted away over la.rge areas. The 
creation of a graded system of rights thus resulted in adding to the 
stages of infeudation without benefiting in any material degree the 
actual tiller of the soil. In the Central Provinces the Gordian knot 
was cut by the adoption of a single type of uniform tenancy right, in
stead of a gradation of such rights, by making this right inalienable 
and by strictly regulating sub-leases. The solution was, however, not 
accepted elsewhere. 

In the m1ain landlord provinces it was only after 1920 that atten
tion ~n to be paid to the problema of the bulk of the peasantry, i.e., . 
the undertenant. The measures devised then and in the next decade 
complicated the legal structure further in most cases, and did not 
always iafford adequate protection for all the tenants. So long as the 
right in rand is divorced from the cultivating status, every person to 
whom the right accrues may, acoording to circumstances, cease culti-, 
vating land and become a rent receiver, or sell away the right and be 
reduced to the status of an unprotected tenant. The law must there
fore aim directl:y at guaranteeing justice and security to the cultivat
ing tenant as such, and for this purpose the most satisfactory system 
evolved in India so far has been the Centra.! Provinces system. 

In the non-landlord provinces, tenancy problems should ordinarily 
not exist. In these provinces, however, a number of independent culti
vators have been reduced to the status of tenants, mainly through 
the transference of land to moneylenders. The proportion of such 
tenants varies from region to region, but is substantial almost every-
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where. Tenancy legislation for these areas is yet largely in the dis
cussion stage. The only attempt made so llar has been the Bombay . 
Act of 1939. Even this act unfortunately followed the entirely in
appropriate model of the legislation of landllord provinces, and is thus 
likely to prove of very limited use. 

Rural Finance 

The problem of agricultural indebtedness attracted ,attention 
earlier, for obvious reasons, in the non-landlord provinces. In the land
lord provinces the landlord financed the cultivatior in a number of in
stances. The creditor-debtor relation, in the cirdUmsliances, was 
naturally not visualized as sharply separated from the iandlQrd~ 
tenant relation. Further, the actual cultiVlator in the landlord pro
vinces did not ordinarily possess a valuable property right in land 
which he could alienate or offer as a security for his borrowings. It 
was thus in the provinces where the cultivfator possessed SUM rights 
that problems connected with the indebtedness of the agriculturist 
first received attention. They took the most acute form in two regions 
- pre-cana-I-irrigation Punjab and the Bombay Deccan - in both of 
which I!,griculiture had i& precarious basis and in which an erstwhile 
independent peasantry had come to be exploited, under British rule, 
by a body of alien financiers. 

The early legislative experiments made in these two areas for the 
regulation of rural moneylending were, however, not followed up else
where for a very long time. It was not tiU the acute depression of the 
last decade that the problem was again squarely faced. At that time, 
however, the concepts and the methods evolved in other countries to 
deal with the depression ruled the minds of legislators to such an ex
tent that the long-term problem of Indian rural credit was not seen 
in its proper perspective. This long-term problem is the problem of 
affording the minimum essential credit on the best possible terms to 
agriculturists with very limited repaying capacity, and of adjusting 
the burden of their old debts in such a manner that it does not per
manently hamper their future operations. This· involves the double 
process of an initial adjustment and later recurrent finance. The 
former is of little use without the latter. The main difficulty in the 
latter consists in finding a machinery which will not only afford credit 
at reasonable rates but also, at the same time, limit and regulate it 
in a positive manner. 

With this problem, which is essentially one of the current finance of 
agriculture, is inevitably connected the question of marketing. The 
roles of the moneylender and the marketing intermediary are again 
often inseparable. A financial organization, therefore, also connotes a 
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marketing organization; and in respect of marketing, the agriculturist 
in India is even more helpless than with regard to finance. While 
co-operative credit has made substantial progress at least in certain 
regions of the country, co-operative marketing markedly lags behind 
everywhere. Orderly marketing is, then, impossible except for the 
few regulated markets where marketing practice is defined and 
weights !and measures guaranteed. Such regulated markets are found 
only in some provinces for one or two staple products. The cultivator 
thus sells his products not only at perhaps the least favourable time, 
but also either in an unregulated market or locllllly to a person who 
is also often his financier. 

Foots to be faced 

We thus return to the small scale of the operations of the individual 
cultivator and the small size of his resources as the central feature 
and problem of Indian rural economy. All prOgI'lammes of relief or 
reconstruction must reckon with tllis basic fact. In oountries some
what similarly situated, like Russia, two modes of escape from this 
compelling fact are available. One is the rapid industrialization of the 
country, which draws away a large mass of the rural population, and 
the second is the fuller exploitation of the agricultural resources of 
areas hitherto only partially developed. But neither of these ways out 
is available in India. The possibilities of the absorption of large num
bers of labourers by future industr~l expansion are distinctly 
limited. Internal migration on any large scale has been possible only 
to the comparatively undeveloped province of Assam and the new 
Canab Colonies in the Punjab !and Sind. The relief afforded by these 
in the future cannot be expected to be large, and channels of external 
migration must ,be taken to be closed, at least for the time being. 
Under the existing social conditions, therefore, we must plan to in
crease the income of the peasant, taking for granted the small scale 
of his operations. 

This central prob\rem of Indian agriculture is also sometimes de
scribed as the problem of "deficit economy." It is difficult to define the 
term "deficit economy." What it seeks to convey, however, is that the 
Indian agricultural enterprise does not yield any positive income to 
the agriculturist if the normal charges (normal as in Indian condi
tions) on the enterprise by way of interest on capita) invested and 
remuneration of the unpaid labour of the family are calculated. And 
this is said to be the case not only under special. circumstances of, say, 
a depression when it was universal, but to be chronic in India. 

Oareful factual studies of the profitability of farming in India are 
rare. The elaborate inquiry into the cost of production of sugarcane 
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and cotton carried out by the Imperial Oouncil of Agircultural 
Research revealed the existence of such a deficit economy, but these 
data referred to the years 1933-34 to 1935-36, and thus included years 
of depressed prices. Other inquiries usualIy refer to small and not 
necessarily representative samples. Also, no figures referring to single 
regions can be held valid for India as a whole. It may, however, be 
pointed out, by 'WIay of iIIustration, that a survey covering nearly six 
hundred farming units in one of the more favourably situated parts of 
the Bombay Deccan revealed an average deficit, on the above basis, 
of Rs. 99. It ;also reveaJed that the total income 'Of the average family, 
not aDowing for interest or unpaid family labour, was Rs. 88. The 
information relates to the year 1937-38, when the depression had 
certainly passed away. 

This is not the place to enter into the controversy about the legiti
macy or the significance of terms like a "chronic deficit economy." 
What is relevant is that even if the Indian farm is considered not as 
a commercial enterprise but only as ia unit in a. system of subsistence 
economy, the subsistence that it offers to the agriculturist and his 
family is ml!ager in the extreme. 

Avenues of Improvement 

The main directions in which efforts for the economic rehabilitation 
of the peasant could be made are the improvement of the peasant's 
technique and of his organization. The standard of technique of the 
Indian peasant is variable from region to region and from community 
to community. It has however, been generalIy admitted that where 
it is developed, it reaches a very high standard and is remarkably well 
adapted to his circumstances. Again, the Indian peasant has time land 
again proved his readiness to adopt improvements and innovations 
when they are demonstrably to his benefit. Illustrations of this can be 
found in the rapid spread of the groundnut crop in peninsular India, 
the quick adoption of the iron plough in certain tracts, and the 
adoption of improved varieties of crops such as cotton, wheat, and 
others, an over Ind~a. It is still true that the standard of cultivation 
could be appreciably raised in certain areas or communities, and that 
almost everywhere the use of scientific advances could contribute 
towards bringing about 'a series of minor improvements; 

The difficulties in the way of bringing this about are twofold'. First, 
applied research must be so directed that it tackles the specific pro
blems of Indian agriculture as they present themselves to the small 
cultivator. Second, the results of resElateh must be brought to 'the door 
'of the dultivator and presented to him in a convincing manner. 
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Research projects so far have not been deliberately planned to this 
end, and in propagating the concrete results of research, Indian official 
organization has been notoriously weak. 

Even more might be expected from the improvement'in the organi
zation of agricu1ture than from technical advance, especi.ally if the 
improved organization of common resources, as that of water, forest, 
grazing land, and so forth, is taken into account. Everywhere the 
Indian cultivator is faced with problems of soil conservation, moisture 
conservation, drainage regulation, or increase of irrigation facilities, 
the better use of gz1asslands, the linking up of forest resources with 
the fodder and fuel requirements of the region, and others. In all these, 
as well as in the individual operations of credit and marketing, the 
lone, unaided cultivator is helpless. 

These questions of the proper conservation and utilization of re
sources have both an organizational and a technical side. The impor
tance of water supply. natural and artificial, far outweighs all other 
factors in Indian agriculture. And in this connection also, while the 
larger projects have received all attention, the small-scale local pro
bleIIlll, which are no less important, have been mostly neglected. The 
general consideration in regard to Indian soils, apart from the pro
blem of erosion, is one of their exhaustion. The soils of India have 
been cultivated from time immemorial, and little has been done to 
conserve the original qualities of the land. The exhaustion of soils 
has in many areas r~ached a stage where further deterioration borders 
on the impossible. This prominently emphasizes the need for a proper 
utilization of manure resources for a sound agricultural economy. 
Attention may be drawn in this regard to the efficient system of using 
elI waste materials, as manure, developed and practised for centuries 
by the Chinese. 

Closely allied with this is the problem of cattle resources. More and 
inefficient cattle is the vicious circle that envelops the Indian farmer. 
In view of the increase in the area undler cash crops and the very 
limited scope for the further extension of pasture land in Indila, the 
supply of fodder appears highly inelastic. Fewer and efficient cattle, 
therefore, seems to be the obvious goal. This applies as weB to draft 
as to milch cattle. 

The PoZitical Aspect 

The present state of raifairs is the inevitable consequence of foreign 
rule. A highly centralized bureaucracy has been the necessary instru
ment of the maintenance of British rule in India. This bureaucracy 
has been responsible both for shaping policies and for administering 
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them. The aims of British policy could not, therefore, take into account 
the internal social needs of the various regions. The British had also 
not the means to carry out a detailed programme of local rehabilita
tion or reconstruction. Their best work lay, therefore, in such 
directions as the construction of large canai systems or the devising 
of a famine relief policy. The main need of Indian rural economy 
today is to incraase as far as possible the resources of the small 
peasant by organizing local and regional communal effort and by in
troducing improvements suited to local needs. It is only a democratic 
form of government and a democratically conceived administrative 
machinery that can adequately supply this need. It is hoped that the 
time may not be far distant when the Indian peasant, in possession 
ofla modicum of political power, may use it to some purpose in forcing 
a realization of this on the powers that be. 



GRAMDAN - IMPLICATIONS AND POSSIBILITIES. 

IN the presidential address to the Allahabad Agricultural Economics 
Conference I made an examination of Bhoodian from the point of view 
of land management organisation in India. As a result of that exa
mination I concluded that as considered against a static background 
Bhoodan had justification. If there was no prospect of a change either 
in the structure of economic society or the level of its productivity. so
cial justice supported the plea of the Bhoodan movement. If the popu
ljation was to remain prominently agricultural and poor there was 
every reason for sharing our poverty more equitably. However. if we 
could look forward to progressive and fairly rapid economic develop
ment. Bhoodan ideology and such success as the movement achieved 
in practical terms may prove a handicap in the proper solution of the 
land management and production problems at a later stage. Since I 
made this examination. the Bhoodan movement has undergone con
siderabl'e development. The concept of Gramdan has emerged and 
emphasis has progressively shifted from Bhoodan to Gramdan. I 
heartily welcome this development; because. while I still hold that in 
a dynamic situation Bhoodan would prove inappropriate. I can visu
alise ,Gramdan being a powerful instrument of initiating the rapid 
socio-economic changes. in bringing about which there 13.ppears general 
agreement in the country. 

The first point to be made in this regard is that Gramdan cannot be 
and should not be looked upon as a mere extension of Bhoodan. The 
slogan of both (ri W'q 'i'\q'<i ... l) may be the same but whereas 
Bhoodan appeals to you in the name of the landless to part with a 
little bit as an act of charity, Gramdan requires you to put your 'II1l 
in the pool and abide by the common decision. Further, the contention 
that in Bhoodan "dan" is to be interpreted not as charity but as equal 
distribution (~ tif .. ",.i) was never proved in practice to be true 
and was difficult to accept even conceptually. With Gramdan. there is 
no difficulty in accepting this definition of the term "dan". However, 
it requires to be examined whether there are any difficulties in the 
way of its possible operation, in practice, in that direction. 

• Th. l1ulilln JourntJ,Z 0/ AgrieulturtU Economiu, Vol. XII, OctDber-Deeembe:r 
1957, pp. 1-10 •. 
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It is often ssid that the Indian countryside requires an economic 
and social revolution. It is neeesssry to be specific ~bout the nature of 
this revolution. Economic power in the countryside is today exercised 
chiefly by two elements. The first of these is represented by the trader
money-lender class who chiefly profit from all opportunities of gain 
connected with the finance of agricultural production and with trading 
in the countryside. This element is connected chiefly with the urban 
t1)8ding and financial communities and acts as their representative in 
the countryside. The other element is that of the substantial landlords 
and farmers, say, the top 10 per cent. These are ordinarily holders of 
land as also cultivators of it on a comparatively large scale and they 
usually wield considerable political and social power. In some instances 
the two elements would have much in dammon and may act together 
closely. In many areas, however, they would be separate. 

The problems of change involved in the two cases are different and 
different types of programmes have to be devised for them. In relation 
to the operations of the trader-money-Iending interest, the programme· 
now adopted appears to be that of strengthening co-operative efforts 
in the spheres of both agricultural finance and marketing with ex
tended emphasis on processing activities; the co-operatives are to be 
helped by direct State a<:tivity in storage and warehousing of agricul
tunal produce and, perhaps, also in purchase of agricultural products 
at a later stage. This programme, if S'UCcessful, would still not affect 
the position of the top agriculturists. They would be left as strong as 
before; actually their position may become stronger as a result of the 
diminution of the infiuenqe of tzjaders and money-lenders if in the 
co-operatives which take their place the top cultivator elements are 
dominant. Such domination on their part may indeed be expected and 
would ordinarily take place unless special efforts are made to obviate 
it. 

The present position of the top agriculturists depends on their com
mand of extensive land' areas and will continue as long as this com
mand lasts. Therefore, their position could be affected only by certain 
types of land reform proposals. 

Both these programmes, that of land reform and of co-operative 
development, are today largely paper programmes. It is indeed possi" 
ble that they may be seriously whittled down even before they are 
launched. It is clear that there are today powerful! forces operating 
at the highest level working for the retention of the trader-money
lender class in rural India. Two recent events may be noted which are 
of significance in this connection. The first is the keenness of many in 
authority to ensure the continuance of the operations of the private 
trader even in the handling of foodgrains. The second is the 
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attack on the whole programme of strengthening of co-operative pri
mary units by making their sizes economic and by supplying them 
initially with required financial resources by contributions from the 
,state. The opposition takes the form of raising a cry of voluntarism. 

\/'It safely ignores or deliberately shuts its eyes to the universal lesson, 
specially emphasised by experience in India, that the unaided activi
ties of the poor and the weak can make no advance against the heavily 
entrenched position of the trader-money-lender classes. The plea for 
small uneconomic single village units and for denying financial aid to 
primaries of poor peasants, in a country where all the largest indu
strial units have been established through and maintained by sacrifi
ces imposed on the consumers and have been given all kinds of State 
aid, including concessional finance, appears no more than an unsuc
cessful attempt at concealing the real intentions of those who want to 

.----!!!.aintain the status quo. The great difficulty of doing anything effec
tive in the matter of land reform shows the strength of the other 
element which is powerful in the countryside. The basic sterility of the 
community projects administration stems from its inability and un
willingness to do anything which will affect the position and interests 
of these two entrenched classes. The approach of the C. P. A. is illu
strated by a recent survey which revealed that the C. P. A. was un
willing to encourage the scheduled castes to assert their constitutional 
guarantee of legal and civic rights. 

The position may be summarised as follows. There is general agre~ 
ment that economic, political and social progress must rapidly take 
place in the countryside. At present there is, in fact, very unequal 
distribution of rural resources and the benefits of the better terms 
of trade for agriculture have most largely accrued to the financing, 
trader-money-lender classes and next, in some measure, to big culti
vators. A change in this situation and a rapid movement forward 
in production could take place only if there is a more even distribu
tion of productive resources, greater economic strength on the part 
of the smaller units leading to ability to withstand pressures from 
either the top cultivators' strata or the money-lender-'trader classes 
and a concentration of the finance, trading and processing of agri
cultural production in the hands of the cultivating community itself. 
In order to achieve these ends there are planned programmes of land 
reform and of co-operative development and there is a special agency, 
the Community Projects Administration charged with the respon
sibility of promoting technical improvement and welfare. 

Barring the abolition of Zamindari, which in itself does not com
plete land reform but merely brings the problem in the older Zamin
dari areas conceptually to the same level as in the Ryotwari areas, no 
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great success has yet been achieved in the programme of land reform. 
In many States comprehensive legislation on well established prin. 
ciples is itself lacking. Where legislation is satisfactory the imple. 
mentation of the tenancy provisions is either weak or the local land. 
owning classes have successfully circumvented it. The programme 
of redistribution of land and the strengthening of the uneconomic 
units by some sort of pooling of lQnd and other resources lags in 
every way, far behind even the tenancy aspect' of land reform. Prog
rammes of co-operative development in relation to finance, marketing 
and processing have made some headway in States where already 
non-official co-operation was strong and had some idea of the nature 
of the problem faced by it. In other S1lwtes the progress is far from 
satisfactory and there is likelihood of the programme in this regard 
meeting heavy weather in the near future. The Community Projects 
Administration is unable to take any action which vitally affects the 
interests of existing powerful groups of rural society. There is no 
prospect, therefore, of any immediate large scale socio-economic 
change in the countryside and this is so simply because there is no 
desire for any such change among those who hold economic and 
political power. It is only when pressures generate from below and 
discontent with existing <lOnditions comes to surface that the form
a)ly accepted programmes could become alive. 

I shall now examine, against this background, whether Gramdan 
can be an instrument of directly, by itself, bringing about the social 
revolution or of generating the pressures necessary to bring it about. 
It would be appropriate to give replies to these questions by examining 
tbe possible effects of Gramdan on each of the aspects of the present 
situation indicated 4lIbove. In the first instance, then, how could Gram
dan affect the position of the money-lender-trader classes vis-a-vis 
village sooiety ? The act of Gramdan, by itself, in no way, immediately 
or directly affects the position of the trader-money-lender class. Only 
to the extent that the operations of the money-lenders had been based 
on mortgages of land either with a view to its ultimate acquisition or 
merely for greater security of credit; Gramdan involving the transfer 
of individual rights in liand to the vi'llage community as a whole would 
affect them. However, the findings of the Rural Credit Survey indi
cate that in recent years the extent of mortgage credit in the country
side has decreased considerably. To the extent further, that though 
there was no explicit charge on land or a mortgaging of it, a money
lender operated in the light of the possibility of selling out the land 
by the cultivator and was persuaded thereby to give credit liberally, 
Gramdan would lead to its contraction. However, the total effect of 
this consideration is not likely to be large. Aa a rellult of tenancy and 
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alienation legislation the free market in land has almost disappeared in 
most States and the land value basis of credit has been considerably 
narrowed. 

The trader and his operations are not directly affected at 
all by Gramdan. Gramdan,. by itself, cannot lead to com
munity action in relation to credit, marketing and processing. Gram
dan may create an atmosphere favourable to community efforts, but 
they do not automatically follow on Gramdan and would require 
somebody showing initiative and taking positive action. In this con
text, a difficulty is likely to arise which will have to be faced by all 
Gramdan workers. Barring exceptional cases, the combined resources 
of a Gramdan community in money or management ability etc., are not 
likely to be large enough for them, unaided, to dispense with the ser
vices of money-lender traders. Therefore, those who preach ,Gram dan 
and bring it about must consider it as, inevitably and logically, their 
own responsibility to provide the needed additional resouroes for at 
least 'a, period from outside. This means that the co-operative develop
ment and technical improvement programmes which are being ad
vocated elsewhere must be operated in the Gramdan villages and in 
this task the initiative and even the full responsibility, in the early 
stage, must be taken by the Gramdan workers. Reports from some 
areas where Gramdans are supposed to have taken place but where 
little ihas been done for loosening the hold of traders and money-len
ders and the disruptive effects of such a state of affairs indicate that 
this point is not irrelevant to the developing situation. These ob
servations mean that the act of Gramdan by itself will not bring about 
the desired change in relation to the position of money-lender-traders 
and that this problem has to be tackled specifically as part of the re
organization following Gramdan, at least in the initial stage, by the 
Gramdan workers themselves. 

Gramdan should directly affect the position of the other dominant 
class of the big landlords and cultivators. Without the active co-opera
tion and consent of the more substantial landowners and cultivators in 
the village. no Gramdan can come about. Therefore, the statement 
that a Gramdan has been completed should be held equivalent to the 
statement that the top strata of cultivators and landowners in the 
village have voluntarily withdrawn from their entrenched position. 
What are the important results which could flow from this act of 
voluntary surrender? In this context also it is necessary to distinguish 
between what will necessarily happen following the propaganda 
leading to Gramdan and what must take place if Gramdan is to prove 
a powerful instrument of change. 
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With the history of Bhoodan behind it the initial redistribution after 
Gramdan is likely to emphasise the aspect of giving a minimum of 
area of land to the landless and the smallest holders. It has already 
been the experience that such redistribution at the initial stage may 
be largely notional and may not affect materially the position of the 
large holders and the general pattern of command over resources in 
the vilJage. That the initial step is not far reaching may not neoessari
ly be a bad thing. As long as the initial step is no more than the first 
of a series too much importan!le need not be attached to it. However, 
this implies that in the Gramdan" village a force has been created 
which wilJ bring about gradually an the desired changes. In the con
text of land management these changes may' be considered 'under two 
broad heads. The first of these is consolidlation. The technical need for 
consolidation is universally granted. At the same time, it is general 
experience that consolidation is a somewhat slow and expensive pro
cess. Gramdan can in no way obviate the need for the consolidation 
effort. WiU it .make the effort cheaper or more expeditious 1" The 
theoreticalJy absolute right in relation to redistribution of land that 
the Gramdan village community may be supposed to acqliire as a 
result of Gramdan should! prove an extremely important asset 'in" "the 
process_J)f consolidation. Both the expenses and the time required 
should lie capable of material reduction because of this in the Gramdan 
village. But the effort at consolidation will not follow aut,omatically 
because of Gramdan. The Gramdan "community must be aware of 
the technical, long term need for consolidation and must have a fun
ctioning authority which will exercise the power and organize the 
effort needed for it. 

Perhaps even more important than consolidation is how the concept 
of the ceiling operates and what is done to the uneconomic holdings in 
the Gramdan villages. In this matter also there is no step or action that 
is inevitably connected with Gramdan or which logically folIows from 
it. The attitude of Bhoodan workers towards common production'and 
co-operative farming has become more favourable in recent years; 
but even today the ultimate objectives regarding, for example, the or
ganization for production do not seem to be clearlY visualised. The 
usual questions regarding the proportion of individual and of common 
or co-operative farming or other effort, the maximum and minimum 
sizes of individual and co-operative holdings, measures to prevent de
parture from accepted !lorms in these matters, wilJ all have to be faced 
in the Gramdan villages also. The Graman viIIages will have only 
one advantage in this regard. They need not immediately attempt all 
that is thought as being ultimately desirable and they, need not now 
finalise details of the ultimate picture. However, the broad outline 
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must, in any case; be determined immediately andi, further, provision 
must be made to see that the first tentative efforts are followed by 
continuous progress towards the end objectives. 

There is undoubtedily a great deal in the notion that what is accepted 
willingly and with understanding would give a firm and lasting basis 
to change. The stages by which a certain pattern is brought about may 
be few or many or may take long or short time and there may be dif
ferences in the stages and the pace at which in the various Gramdan 
villages change is proceeding. Some variation even in the ultimate 
pattern could be visualised and it would be one of the merits of this 
approach that it gives you scope for considerable experimentation; it 
is also obviously implied in it that there would be close adj ustment of 
the various stages and experiments to loeal circumstance and need. 
The circumstances would not merely be economic but also social and 
psychological and it may be necessary to look to and make adjust
ments for the latter to the same degree as for the former. When all 
this is said, it would still remain true that the general direction in 
which the Gramdlan villages proceed will have to be clearly formula
ted. The idea thus broug.ht out in the context of land management that 
each Gramdan village is a unit which is committed to a programme of 
consolidating land and creating units of efficient operation of it (how
ever, interpreted) and that this programme willI prodeed by stages 
and will be adopted to the needs of. the situation in each village all 
implies continuous operation of an organization or authority in each 
Gramdan village. At each stage of further step in consolidation or 
creation of new efficient units, the Gramdan authority will have to 
exercise its rights regarding resumption and redistribution of land. A 
gradual process would be possible only if such rights continued to 
exist and were actively exercised. This again means that the Gramdan 
authority could not at any stage resign its powers or create permanent 
vested rights against itself. If, therefore, at the initial or at any speci
fic stage in the redistribution of land, possibilities of later distribution 
were closed the elasticity of operation and the possibility of progress 
in the Gramdan village would also be closed. All this could be summed 
up perhaps best by saying that a Gramdan village in which resumption 
and redistribution of land are not continuous active possibilities, 
would cease in fact to be a Gramdan village. 

The formulation arrived at above has far reaching results. For ex
ample, it implies that the ordinary laws of tenancy operating in a 
State would not operate in a Gramdan village. The whole elasticity of 
the Gramdan would be lost if tenancy laws were held applicable. The 
act of Gramdan must be held thus to involve not only complete sur
render of existing rights in relation to land by all types of present 
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holders but also the decision not to alienate any of the surrendered 
rights to any person, family or organization at any time in the future. 
This suggests that the individual cultivator in a Gramdan village 
would be, vis-a-vis the Gramd'an authority in a position similar to 
that of a tenant-at-will. Such a status would be agreed to by members 
of the Gramdan community only if it was guaranteed that in a Gram
dan viIIage, none of the usuaL disabilities to tenants.;at-wiIl continue to 
operate. For example, it would have to be guaranteed by the Gramdan 
community that each holder who cultivated independently had fully 
adequate credit and supplies, whatever the status and size of holding 
and that even though he held no permanent or long term rights in any 
particWar piece of land his economic security was looked after by the 
community at !.east as weII as if he held a piece of land or property 
permanently. Existence of a continuous],y functioning right of re
sumption andl redistribution is thus seen to invohre the obligation of 
looking after permanently the economic interest and security of all 
constituents of the Gramdan village; and this would apply not only 
to present constituents but also to their dependents, successors in title, 
etc. Perhaps even this is too narrow a definition of the responsibil!ity. 
The fact that one of the first acts of the Gramdan village is usually to 
vest some land in the landless in the village shows that the responsi
bility shouldered by the Gramdan community is not confined to those 
who are holders of land today. The responsibility extends to non
owners as well as to owners, to non-agriCUlturists as well as to agri
culturists. It covers an of them. The ;Gramdan village, in fact, takes 
responsibility for the economic security and welfare of all who form 
members at anyone time, of the Gramdan community . 

. Let us examine this further by reference to some of the usuaJ diffi
culties experienced in the operation of tenancy laws. One of these re
lates to alienability of land and the raising of credit. The Gramdan 
community is essentially the superior holder of land. As no other 
holder within the Gramdan village would have any transferable rigJJ.ts, 
he would have no right to create a charge on any piece of land. There
fore, to the extent that resources could be had only throug;h creation 
of a charge on land resources such credit could be raised only by the 
community and by no individual or institution witJIin it. Is this to be 
taken to mean that, for example, intermediate and long term credit 
would have to be raised by the viqage community itself and would it 
logically follow that, in this instance, the village community and' the 
borrowing authority for this purpose would have to be identical ? It 
does not seem absolutely necessary to. accept this somewhat incon
venient position. With the current programme of land reform in India 
the land mortgage basis of long term agricultural credit is more and 
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more receding into the background. Both the alienability of land and' 
determinancy of the value of land are no longer generally existent. 
Therefore, land values and long term land credit would not be as 
Inter-connected in the future as in the past. Long term land ~redit 
related to specific approved investments and leading to expected im
provements in production from, which the credit is liquidated, would' 
tend to be divorced from alienability of land in the future. Thus con-' 
ditions outside the Gramdan t'ilIages-would not differ materialIy froln' 
those within Gramdan villages: So that not necessarily the Gramdan 
community itself but any co-operative operated by a body of produ" 
cers within the village which had an investment programme should" 
in the particular context, be able to obtain credit without a mortgage' 
on land. Though it may welI 'happen that where the investment is ill' 
land or in permanent structures imbedded in it the creditor may re~ 
quire the additional guarantee of the Gramdan authority as the ulti-" 
mate superior holder of land, Thus in normal operations a Gramdan' 
village may not 'suffer any handicap. However, the discussion makes 
clear that the fact of Gramdan does raise important questions regar
ding not only legal provision but also regarding division of functions, 
etc., between the Gramdan authority and other associations like co
operatives within' or outside the, Village. It also emphasizes 'that a 
large part of the development investment will have to be' undertaken 
on a community or co-operative basis and could 1I0t be left to individual 
operllotors.': ' 

A number;of difficulties of the existing tenancy laws arise in con
nection 'With enforcemeni!. These difficulties have their origin in the 
overwhelming influence of the top strata among cultivators, whd 
might also be substantial landowners.' Legal provisions regarding 
levels of rent become ineffective' as-these landlords are able to enforce 
payment of the traditional rent in spite of the law. In view of the 
competition fOlr land' among tenants, legal rent becomes ineffective ex
cept against absentee landlord's or perhaps landlords not belonging to 
the dominating cultivating communities. Similarly, security of tenure 
guaranteed by law loses meaning when the landlords are in a position 
to obtain voluntary surrenders of land from their tenants. 

In a Gramdan village such problems should not arise, initially be
cause of the voluntary giving up of their superior position by the big 
cultivators and later, because of the continuous operation of a phased 
programme of equitable distribution and efficient productive organi
sation in the Gramdan village. Obviously, if the initial redistribution 
is nominal and no phased programmes operate, abuses flowing out of 
the dominant position of a srnalI number of big cultivators will not 
cease merely because at one time an act of Gramdan took place. 



GIl.AMDAN - IMPLICATIONS AND POSSIBILITIES 21 

, There are other problems of tenancy arrangements yvhich may he 
said to be connected with the Iife-eycle., These arise out of the variety 
of circumstances which tend t~ crea~ a break, for 'a. long, or IIhort 
period, inthe cultivating operati9ns of,a family. There is the common 
case of the death, etc., of the head of. the family leaving only males wh~ 
are minors and who are unable te carryon cultivation.· Or, consider; 
the case of a family from which one or more adults have migrated for 
employment outside the village while one carried on the- cultivating 
business and due to death or incapacity: of the non-lmigrant adult the 
village business is interrupted while the migrant adults may not be 
~n a position to return to the village immediately, though they intend 
.to return after a period. In all such cases, for }ong or .short periods, 
the family might desire to vest its cultivating rights temporarily in 
BOrne other person. It may, as in the case of a minority, 'also find it 
necessary to have some income from the property during this period. 
A problem of subletting arises in these ,cases. On the .pther 'hand, when 
the minor is abl~ to look after the farm or the migrants ,return to the 
village for permanent settlement there arises the problem of resum
ption of cultivation. Subletting and resumption have, therefore, been 
processes for which some provision has always had, to be' made in all 
tenancy laws. At the same time it has been found that it' is not easy to 
make 'a -i)rO'Vision without serious possibilities of creating a class of 
pure rent-receivers on the one hand and complete tenants-at-will on 
the other. Gramdan may be able to deai with this problem successfully: 
It will do this on the two-fold assumption made above 'that (1) in a 
Gramdan village resumption and, redistribution are always possible 
and to some extent, frequently take place; and (2) that the GramdaIi 
.authority which is the superior holder of all lands and 'natural resour
j!es also. shoulders the reSponsibility of adequately providing for the 
ecollomic need of all members of the village community for the time 
being .. On this basis the Gramdan authority should have no difficulty 
in meeting the problems of subletting and resumption. For, if for 
whatever reason a family in the village is no longer able to continue 
cultivating operations the lands in question will be available to the 
,Gramdan authority for being allotted to other persons or uses. At the 
,same time when, for whatever reason, the earning capacity of a family 
at work is impaired it would be the responsibility of the Gramdan 
.authority to provide appropriate work and/or relief to that family . 
. Similarly, when in any family minors grow up and become capable of 
doing work or some temporary migrants return, llrovision of land or 
other type of work would have to be made for .them by the Gramdan 
authority. Thus the dual responsibility of keeping all resources under 
active productive operation all the time and of findin~ work and suste-
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nance for alI members of the community, which the Gramdan authori
ty shoulders could be carried out only with a fulI control over produc
tive resources of the vilJ!age as a whole. 

Continuous operation of powers of resumption an<l redistribution 
emerges as the key factor in alI contexts. Resumption or redistribution 
may take place both at long interval& in a large measure and con
tinuously in a smalli measure. In relation to changes in circumstances 
of individual families there would be continuous but marginal adjust
ments. On the other hand, in relation to important transformations 
made necessary by changes in ideas or through teaching limits of im
portant phases of a long term programme or by reason of the need to 
introduce new techniques or undertake new common ventures, the 

- operation may have to cover simultaneously almost all the village re
sources and may bring about very substantial changes. With this view 
of the functioning of the Gramdan authority, the tenancy difficulties 
discussed above will get dealt with as parts of the continuous adjust
ment process. 

It will be realised that this formulation of the responsibilities and 
functions of the Gramdan authority implies interest on its part not 
only in agriculture but also in economic activity other than agricul
tural. As manager of land and of the cultivator's economy in general 
the Gramdan authority will have to concern itself with the fodder, fuel 
and forest resources connected with the village and with their manage
ment. As the authority proceeds to take its responsibility of providing 
work more and more seriously, it will find it necessary to enter the 
field, for example, of organisation of village industries, as this will 
be the area in which employment for most of the labour outside agri~ 
cunture in the village will have to be found. This will be in addition 
to its activities relating to improving techniques and in every way 
improving the utilisation of land and natural resources. All this will 
link up not only with the general problem of organisation and 
development of rural industry but also of increased capital formation 
in connection with agriculture and such matters as development of 
communications, the provision of housing, the provision of overhead 
facilities such as water or power supply. The Gramdan authority will 
thus come to have an overall interest in all economic activities in the 
village. It may be that in many of these contexts the Gramdan autho
rity will not operate directl,y but through common or co-operative 
organisations set up for specific purposes. In fact, experience may 
reveal that it may be best for the Gramdan authority to confine itself 
to the role of the superior holder and planner and co-ordinator, 
leaving all individual activities including agricultural production, 
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marketing, processing, etc., to separate organisations specifically 
formed. 

Consideration of various aspects above indicate, that Gramdan may, 
indeed prove an agency of resolving satisfactorily a number of diffi
cult problems that confront us in bringing about change in rural 
society. It may break the power of the top strata of cultivators; it 
may eliminate the money-lender-traders from agricultural production 
. and marketing; it may satisfactorily deal with many problems of 
land arrangements and management arising out of changes in fortunes 
of individual families, etc.; it may organise total resources and econo
mic activity successfully; it may bring about greater equality and 
generate enthusiasm from which all would benefit. It is at the same 
time equally clear that for attaining all this it must recognise spheres 
of action and responsibilities which are not generaWy reoognised as 
pertaining to it and take on itself a wider and more positive role than 
has been hitherto envisaged. 

However, this wider concept raises urgently and in an acute form 
the problem of defining the relation of the Gramdan village to the rest 
of the society in general and to government of the State in particular. 
It has been-made clear above that the Gramdan village will have to be 
placed outside the scope of most of tenancy and land reform legisla
tion or'the State. In many other ways, suclh as in dealing with the 
Revenue, Police, Forest, Agricultural, Industries or Co-operative De
partments the special position of the Gramdan village may have to be 
recognised in law and in administrative practice by the authorities of 
the State. But this can be done only if Gramdan represents a worth
while social experiment. Therefore, while recognising in many ways 
the privileged position of the Gramdan village the State will, in fair
ness to itself and to the society in general, have to insist that the ex
p~rim~nt is cond~cfed properly an~ moves continuously in the right 
direction. For thiS purpose there WIll have to be a clear definition of 
the ultimate objectives of the experiment, the direction in which it 
keeps on moving, the pace at which it moves and the persons or organi
sations responsible for ensuring a minimum performance. In this con
nection reference may be made to a notion much talked of, the notion 
of Gram Sankalpa. It is often said that Gramdan operates with a San
kalpa and the Gram Sankalpa representing the views of the villagers 
and their autonomous decisions should be unguided and unfettered. It 
is also often said that this should be connected with a minimum of or
ganisation. Whatever the spiritual or ethical values of these ideas, it 
has to be clearly recognised that in terms of socio-economic policy such 
claims on account of Gram Sankalpa cannot be recognised. It was in
dicated earlier how Gramdan may prove abortive at early stage, so , . 
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that nothing happens after an initial perfunctory redistribution of 
land. To treat a village in this position as a Gramdan village outside 
the operation of tenancy and other laws will be a travesty of socio
economic policy. Therefore, it is far from sufficient for ~ing so treated 
that at one time there has been Gramdan; if subsequent)y there Jlas 
been rigidification of all arrangements and no further movement, the 
village must come within operations of the ordinary State laws and 
State policy. To be treated as a Gramdan village the village must be 
seen to be shouldering responsibilities and pursuing objectives that 
are or should be held to be at the basis of the socia~ philosophy and 
economics of Gramdan. No doubt, in judging the performance of the 
Gramdan villages a Farge margin of tolerance will have to be allowed 
because of the immense variety in circumstances in the country. So 
that the phases of the programmes in some respects, even its pattern 
to a limited extent and especially the time taken over its fulfilment 
should not be rigidly laid down. But there must be some overall direc
tives and some overall responsibility for continuous progress. Who 
will shoulder this responsibility ! Is it to vest merely in each Gram
dan village separately or at least where there are large numbers of 
them in an area, will a common organisation of all undertake the 
responsibility? Also, in no case can the State divest itself of its over
aU responsibility which, in this case will mean the right and duty to 
assess progress periodically, to issue directives and, finally, if neces
sary, even to suspend, supersede or extradite-extradition meaning in 
this context removal from the roster of Gramdan villages. 

Gramdan, then is an unprecedented movement with many and com
plex implications and very great potentialities. Wherever the Gram
dan experiment is conducted in a substantial measure very special 
legal and administrative provisions would be required to give it a fair 
trial; these could not be made perfect within a short time, and a large 
amount of sympathetic experimentation could alone prove what is re
quired. But from the outset it is also of the utmost importance that 
both Government and those responsible for the Gramdan movement 
realise fully the total implications of the effort and the experiment 
and are ready to carry out the related responsibilities. 

Final),y, a word may be said about the possible extension of the 
idea and the movement. Once Gramdan becomes established as an 
operative institution, it may in" favourable circumstances grow and 
spread without any special propaganda or outside effort. It may t.'ten 
become a matter of choice for the people whether they remain in the 
common pattern or seek development in the Gramdan pattern with the 
special aids and privileges that it obtains, on the one hand and the 
special effort and responsibilities that they have to undertake, on the 
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other. And it may become necessary to provide for obtaining certain 
requisite majorities as in other types of legislation for being counted 
in the Gramdan system. This is perhaps looking far ahead, but it is 
only if the Gramdan movement succeeds in this manner in establishing 
a possible pattern for which the people can deliberately opt that it 
could influence policy and socia-economic development in the country 
in a really effective manner. 



THE SHIFTING FORTUNES OF AGRICULTURE· 

The Experience of Less Fully Developed Countries 

I 

THE term "less developed areas" is frequently used in the United 
Nations World Economic Survey, 1955. In this publication, the term 
appears to cover Latin America, Africa excluding South Africa, and 
Asia excluding Japan. The coverage is indicated in the context of 
private enterprise economies and does not, therefore, take note of the 
centrally planned economies. In any general review, China will have 
to be included among the less developed countries. Detailed informa
tion relating to China is, however, scanty and little attention has been 
given to that country or any of the other centrally planned economies 
in the following. 

Statistical and other data are not J::eadily available for the less de
veloped regions as such. They are usually available for entire regions 
such as Latin America, Africa and Asia or the Middle East and 
ECAFE regions in Asia. South Africa and Japan have properly to be 
excluded from these regions. However, their inclusion does not great
ly affect the broad statistical picture and the data for Africa and for 
the ECAFE region are presented here without exclusion of the data 
for South Africa and Japan from them. 

The underdeveloped areas of the world comprise countries with an 
immense variety of physical and human conditions; and it is not possi
ble to make generalisations regarding shifts in agriculture in them. 
Also, detailed economic information relating to the agriculturists in 
these regions which will enable presentation of a connected picture of 
their changing fortunes is not available. Therefore the paper attempts 
to frame this picture by examining (i) the regional data for produ
ction, trade, prices and terms of trade, (ii) the content and operation 
of national policies and (iii) the data regarding relative incomes of 
agriculturists for a number of individual countries. 

Asia (excluding the territory included' in the USSR), Africa and 
Latin America together contain roughly about 70 per cent of the 

• Text of the paper submitted to the Tenth International Conference of Agri
cultural Economists, held at MYBore, August 1958. Published in The EC01IOmic 
Weeklv, Vol. X, No. 36, September 6, 1958, pp. 1165-1168 and Vol. X, No. 37, 
September 13, 1958, pp. 1187-1191. 
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population of the world. In recent years the gTowth of popu'iation in 
these regions has been rapid, above the average of the rate of growt.'J. 
in the world as a whole. For the period 1951~1955 the world rate of 
popu'iation growth was put at 1.6; the corresponding rate for Africa 
was 2.0, for Latin America 2.5 to 2.6 and barring one region, viz., 
South Central Asia, the rate was higher than the world average for 
all other regions of Asia. (U. N. Demographic Year Book 1956, Table 
A. p. 2). More than three fifths of the people in the world live on 
farms. In all the more developed countri es, the porportion of the 
population supported by agriculture is less than 50; it is more than 
60 in Asia and Africa and more than 50 in Latin America. As a result, 
more than 80 per cent of the world population supported by agricul
ture lives in these regions. Viewed as a human problem, the problem 
of agricuPture is essentially a problem· of the less developed countries. 

Regional Variations 

Agricultural production in the world has been increasing side by 
side with the growth of population. Increase in agricultural production 
inthe post-war period had to make ,good the ground lost during years 
of war and. also to keep pace with, and outpace, if possible, the growth 
of population. It was only in 1954-55 that the world level of per caput 
agricultural production attained the average level of the years 1934-38. 
Among the less developed countries, productive activity in many 
countries in Asia, in particular, suffered greatly during the war, and 
in some of these, conditions favourable for increased production were 
not establiSihed for some years after the end of the war. As a result 
in the ECAFE region, as a whole, per caput agricultural production 
in 1956 was still a little lower than that in 1934-.38. Latin America 
has shown a very high rate of growth of regional population in the 
post-war period and in spite of continued expansion in agricultural 
produotion its per caput level in this region remains below that of· 
1934-38. In all the regions, the rate of growth of industrial production 
has been relativel;y much larger than that of agricultural produCtion. 

Rates of growth of total agricultural production and, in particular, 
the relative rates for food and non-food crops varied greatly from 
region to region in the post-war period. Food crops have always held 
a dominant position in agricultural production in al\ the less developed 
areas. The rates of growth of food crops have, therefore, moved 
parallel to those of total agricultural produdtion. In the ECAFE re
gion where the net advance in both food and non-food crops had not 
been large, the rate of growth was slightly larger in non-food crops 
than in food crops; in Latin America, on the other hand, the increase 
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in production ",as mainly reflected in food crops, the 'growth in non~ 
food crop production being comparatively small. In these two regions 
per caput fOOd production has not yet reached the pre-war average. Ira 
the Near East; the growth in the food crops was larger than in non~ 
food, though the disparity in the rate of growth of food and non-food 
crops in this Il"egion was not as marked as in Latin America. In Africao 
there was considerable increase in the production of food crops, 
roughly 'of t~e same order as in "the Near East ,and Latin America. 
However, the. rate of this increase was much smaller than in non-fooC!! 
crops, which made remarkably large strides forward in this regiol). 
during the post-war period. 

Relative Prices 

Internationa~ trade in agricultural products declined considerably 
during the years of war. War conditions also brought about c.hanges 
in the origin and destination of exports and imports. The most re
!Il&rkable differences in the situation in 1946 as compared with that in 
the period 1934438 were (i) the very large increase in the exports of 
food and feeding stuffs from North America and (ii) the great decline 
in total agricultural exports together with almost complete cessation 
of food exports from the ECAFE region. The decline in the volume of 
the international trade in agricultural products during the war waa 
made good by 1954 and there has been some increase of this trade 
since that year. The growth still lags substantially behind the growth 
of trade in non-agricultural product in the post-war period. 

The most important shift that took place in recent years in the 
fortunes of the agriculturist was the recovery of relative prices of 
agricultural products from the very low Jevel that they had reached 
.in the thirties. All evidence indicates that as a result of this improve:. 
ment in relative prices farming communities were substantially better 
.off in the years immediately after the war than in the specially depres,. 
'~ed years before the war. _ 
'. Changes in the relative position of the agriculturist may be calcu~ 
lated in a number of ways. One way is to relate movements of farm 
prices of agricultural products to those of general wholesale prices. 
Such a comparison points to a general improvement 'In the post-war 
period. However, the peak period varies in individual countries from 
~ears immediately after the war to the period of the Korean boom. 
Everywhere the farmer lost ground after the attainment of the peak 
and in 1954 and subsequent years, his relative position in some coun
tries became as unfavourable as before the war. Data are available 
for' comparing the prices .received by farmers with those paid by them 
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in a number of highly developed countries; examination of these re
veals the same trends as those revealed by the relation of farm agir. 
cutlural prices to wholesale prices. 
. Relations between price series cannot reflect differences brought 
about by changes in output or unit costs. Direct data relating to far
mers' incomes, where available, are, therefore, the best indicators of 
the fortunes of agriculturists. It would appear from such data as are 
IIvailable in a few highly developed countries that, in these countries, 
after 1954, growth of output counteracted to some extent the effects 
of the continued deterioration in the ratio of prices received by the 
farmer. 

Statistical data for most measurements of relative income and con
sumption levels are ordinarily not available in the less developed 
countries. However, such direct or indirect evidence as is available 
from them points to an improvement in the condition of farmers in 
years immediately after the war. For example, the All India Rural 
Credit Survey found two indicators of the relative improvement of 
the position of cultivators during the late forties. The first was the 
low level of indebtedness in all surveyed villages in 1951-52 and the 
comparativ€ly small proportion of debt of many years' standing; the 
second '¥liS the significant volume of net purchases of land made by 
cultivators from non-cultivators during the year of the survey, i.e., 
1951-52. 

'.f.'erms of Trade 

In the absence of more direct data,'one
f 
of the criteria that may be 

used for judging of the. relative economic condition of agriculturists 
of certain regionll or of growers of certain products, is the terms of 
trade for agricultural products in international trade. This criterion 
is specially important for those countries in which the fortunes of 
the agriculturists oopend to a large extent on the production and 
export of a small number of agricuJtural products. It is agreed 
that the purchasing power of agricultural products on international 
markets declined steadily, and was, during the interJwar period, on a 
lower average level than at any time during the previous half century. 
The gain in the post-war period was substantial but does not appear 
to have been maintained or stabilised. What is more important from 
our point of view is that the changing gains and losses form period 
to period are spread very unevenly over individual agricultural com
modities and may thus bring about varying changes in the fortunes 
of the agriculturists of different countries. . 
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Some commodities bore the brunt of the fall in prices during the 
depression of the thirties; movements in the post-war period have 
also been uneven. A recent examination of the prospects of Latin Ame
rican trade divides the main agricultural exports from ~atin America 
into three groups. (FAO : Monthly Bulletin, March 1958). The first 
group consists of coffee, cocoa, bananas and wool. These are products 
for which there is an expanding world demand and in which prices, 
though not stable, may be expected to be maintained at a favourable 
level. The second group consists of sugar, wheat, tobacco and cotton. 
International trade in these is not expanding and Latin America's 
increased share in the trade is attributed to special factors such as 
the non-recovery of older exporters. The current terms of trade for 
the products of this group are much less favourable than those for the 
first and the prospects are not very hopeful. Maize and beef form a 
third group of commodities. World trade in coarse grains appears to 
be contracting rather than expanding and the prospects of the trade 
in meat and other livestock products are held to be uncertain, due 
chiefly to the importance of domestic supply in most importing 
countries. 

Reference may also be made to a statistical examination of changes 
in the terms of trade and their effects on national income and trade 
balance in ECAFE countries whose results are relevant in this con
text. (ECAFE: Economic Bulletin for Asia and the Far East, May, 
1957). The chief of these are that duirng the period 1949 to 1956, 
countries exporting mainly primary products enjoyed the larger 
gains or sustained the larger losses through changes in terms of trade; 
the chief sources of gains were rubber and certain mineral products 
on the export side and textiles on the import side. The trade gains for 
the region rose to a peak in 1951, fell to one-fourth in 1953 and again 
more than doubled in 1955. Prices of primary exports and gains from 
trade fluctuated violently; the fluctuations were primarily created by 
changes in the demand for exported products and there was no con
trol in the hands of producer-exporters. These evalutions of future 
and past situations will milke clear why in the agricultural program
mes of the less developed countries emphasis is placed, wherever pos
sible, on diversification of agricultural production or on selective 
expansion. 

It is clear that in spite of diversity of conditions certain important 
features of the situation are common to a large number of the less 
developed countries. These are a somewhat slow expansion of agricul
tural production and of trade in agricultural products, a lowered 
level of exportable surplus of foodgrains and greater dependence on 
imports of foodgrains, some correction of the price disadvantage of 
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the thirties accompanied by great unevenness in the. distribution of 
the gains and continued instability in relation to the volume and value 
of world trade in agricultural products. 

II 

Acceptance of the need for an active economic national policy on 
parts of governments of states is an important phenomenon in the 
post-war world situation. Governments of most less developed coun
tries have become concerned with economic development in the post
war period and are adopting active measures towards bringing it 
about. In view of the existent dominance of agriculture in these eco
nomies programmes of development naturally emphasise growth of 
industry and production of energy. However, agriculture cannot 
escape attention in these plans and policies. The rapid growth of 
population in these countries renders increased supplies of food ur
gent. In a number of these countries the first steps in improvement of 
economic condition of the mass of the people are apt to be accompani
ed by an increase in the per caput demand for supplies of food. And 
recent experience indicates the desirability of attainment of relative 
self-sufficiency in supplies of food. Most of the underdeveloped coun
tries have-thus to be concerned about inm-eased food production inter
nally. Secondly, and even more importantly, the less developed coun
tries belong mostly to the class of "primary exporting countries" and 
depend for their foreign exchange resources chiefly on exports of agri
cultural produce. As the industrial development plans of all these 
countries depend essentially for their fruition on imports of capital 
goods, the ability to earn exchange through exports of agricultural 
produce is vital for these countries and this must lead them to take 
steps for increasing and diversifying agricultural production. In the 
long term, successful and sustained industrial development will it
self need a wider agricultural base. The fullest attention has thus 
to be paid to agriculture ijn the development plans of the less deve
loped cOUJltries. The importance to be attached to agricultural deve
olpment may be reduced to some extent only in those countries which 
possess an important alternative exchange earning °asset such as oil. 

Increasing the total agricultural base, diversifying agricultural pro
duction and making the farmer's activities more profitable have been 
agreed objectives in most national programmes. The agricultural base 
might be increased by extension of area or by increasing intensity of 
exploitation. There are still considerable unexploited areas in a num
ber of the less developed countries. This is so in many countries in 
Latin America and Africa, and in countries like Malaya and Phili-
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pines in Asia. ~n countries where such extension of area is possible, 
provision· of food for the growing population does not present great 
difficulties. In all the older, more settled areas, the problem is made 
intractable because the pressure of population keeps the individual 
unit of cultivation small and unless non-agricuJtural' economic acti
vity grows at a specially rapid pace further growth of population is 
apt to worsen the situation. 

Stagnation In Yields 

In recent years, among the less developed regions, it is only in 
Latin America that the percentage of the total active population en
gaged· in agriculture has declined significantly, in this case from 59 
in 1940 to 49 in 1955. In thi,s region also, the gross product per worker 
in agriculture rose by 18 per cent between 1945-47 and 1953-55. (U. N. 
Economic Survey of Latin America, 1956, p. 106). These figures re
present considerable progress within a large region. Similar data are 
not available for all regions. As a contrast to the above, however, 
some data for the ECAFE region may be presented. The level of pro
duction per head of the agricultural population is very low in this 
region. But the really seriollB aspect of the situation is the stagnation 
in agricultural yields over the decades indicated by an available data. 
The proportion of those dependent on agriculture in those countries is 
among the highest in the world and a trend towards continuous indu
strialisation cannot be started and maintained if, as happens in some 
of these countries, the labo~r of one man fully at work on a farm 
will barely suffice to feed two persons. (U. N.: Economic Bulletin for 
Asia and the Far East, May, 1956. Article on Population and Food 
Supplies.) . 

In the· older countries extension of area usually involves costly 
schemes of irrigation, reclamation, etc. Increase in per unit prodJucti
vity may not require large outblys but can be brought about only 
through detailed and well-(jrganised schemes of research, education 
and extension. One of the more rapid ways of increasing productivity 
of labour, that through mechanisation, is also not practicable in coun
tries with small holdings and growing numbers supported by agri
culture. Apart from the direct attempts at increasing area and pro
ductivity, programmes of agricultural development in the leBS deve
loped areas have other highly important aspects. These are the reform 
of the rural socio-economic structure and the reorganisation of in
dividual holdings included under the omnibus term "land reform", the 
programmes of making rural credit more plentiful and conveying it 
through institutional channels and making the marketing structure 
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more efficient and beneficient and programmes of subsidies and of 
control, support and stabilisation of prices. 

Programmes of research and education are, in the long run, of 
fundamental importance. In the context of the actual fortunes of the 
agriculturist they assume importance when they come to afIect his 
costs or his income. This is also true of any programme of rationalising 
layout or other rearrangements of the holding. There is, however, one 
aspect of land reform which may immediately affect the fortunes of 
agriculturists. This is where, through the abolition of a superior 
holder or the reduction of levels of legal rent, etc., the outgoings of 
the agriculturists are reduced. It appears that the largest changes in 
the fortunes of agriculturists in this manner have been brought about 
in the centrally planned economies. China is the most important re
cent example. However, to a lesser extent the abolition of intermedia
ries and reductions of rent have taken place in countries like Burma, 
India, Pakistan, PhiIlipines, Egypt, Turkey, Guatemala, Bolivia and 
Puerto Rico. The difficulty of assessing the actuaL change brought 
about by these programmes lies in judging of the effectiveness of 
actual implementation of legislation. Careful surveys have revealed 
large failures in this regard in particular areas. 

Programmes relating to credit and marketing could improve, 
withili £-short time, the economic position of the agriculturist. They 
have the aspects of reduction of costs as of interest, commission, etc., 
borne currently by the agriculturists and of increasing receipts 
through greater and more effective outlay made possible by more am
ple and timely cerdit or through a better price obtained because of 
more orderly marketing. The results of credit programmes are com
paratively readily recorded. These programmes have been elaborated 
in only a small number of the less developed countries and in 1955 the 
F A 0 judgement regarding them was no more than that "they have 
slightly augmented the flow of institutional credit to agriculture." 
(F A 0: The State of Food and Agriculture, 1955, p. 40.) The latest 
data indicate no great advance. Among the underdeveloped countries 
the amounts of institutionaL agricultural dredit advanced in recent 
years appear significant chiefly in Turkey and Egypt in the Near East, 
Puerto Rico, Columbia and Argentina in Latin America and the PhiI
lipipes, Ceylon, India and Indonesia in the ECAFE region. (F A 0: 
The State of Food and Agriculture, 1957, Annex TabLe 16.) 

Price Support And StabjliBation 

The most considerable effect on the fortunes of the agriculturist iL 
likely to be produced by measures of direct subsidies or by price sup-
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port and stabilisation measures. Subsidies may be granted as part of 
a long tenn development programme for purposes such as the impro
vement of land or 'Of irrigation source. I.n terms of current opera
tions they are used chiefly fDr encouraging adoption 'Of imprDved pro
ducts or methods such as through subsidising prices of' fertilisers, im
prDved planting material, or tractor ploughing. ThDugh useful in the 
implementation of certain plans, these subsidies do not represent 
amounts significant in the context 'Of the total 'Operations 'Of a fanner. 

Price policy could affect materia\.ly the agriculturist's entire eCDno
mic situatiDn. The simplest 'Objective 'Of such policies cDuldbe the eli
mination 'Of seasonal fluctuations. For example, reserve stocks 'Of grain 
could serve nDt only as insurance against crop failure but could bring 
down very substantially the annual seasonal variation in prices.· 
Usually, however, the 'Objective has a longer periDd in view and' aims 
at 'Obtaining a fair average price, 'Over the years, for the produce. 
Where the commodity whose price is cDntrolled is also an important 
export commodity the 'Operation may amount to an insulation of the 
domestic market, with internal prices being in some years above and 
in others belDW the international price level. Price stabilisation Dr 
support policies are fairly wide-spread in the less developed countries. 
Generally, the prices 'Of only a small number of agricultural products, 
particularly thDse entering into internatiDnal trade are thus 
contrDlled. 

The governments 'Of aU the majDr Latin American countries like 
Argentina, Chile, Uruguay, BrazH, and Columbia control prices. In 
tropical Africa, the outstanding feature is the DperatiDn of the Mar
keting Boards. FDr many years these Boards kept the domestic prioe 
'Of cocoa, for example, at a lower leveF than the internatiDnal price, 
but also in years 'Of depressed prices after 1954 were able to maintain 
them in some cases at levels higher than the international. AmDng the 
Middle East cDuntries Egypt and Turkey have adopted price support 
policies. The Egyptian Government cDntrolled both acreages and 
prices of wheat and cotton and used these fDr stabilising both fanner'S 
incomes and export earnings. In Turkey, gDvernment provides price 
support for a much larger number 'Of agricultural cDmmodities than 
in Egypt. ,GDvernment sets prices at which it is prepared to buy any 
quantity of these agricultural producis--particularly grains. This to
gether with government 'Organisation for storing and issuing grains 
has brDught about a great increase in the productiDn 'Of grains in 
Turkey since 1950. In the underdeveloped countries 'Of the ECAFE 

~ For, recent experience in South Korea supporting this view, see Economic 
Development and Planning in Aeia and tho FQI1' E""t : Economic Bulletin for 
Asia and Far East, November 1967, p. 6. 



THE SHIFrING FORTUNES OF AGRICULTURE 85 

region, many of which are rice eeonomies, price stabilisation or sup
port policies for rice had been followed notably in Phillipines, Ceylon 
Thailand and Burma. In Burma, in particular, the elaborate price 
and marketing poncy has been directed not only towards stabilising 
farmers' incomes but also towards obtaining resourtles for develop
ment of the economy. Where state marketing monopolies have opera" 
ted long enough to build up their own reserves the stabilization opera
tions have been fairly successful and have been maintained even in 
the face of failing international price. 

The operations of these price policies must be oonsidered as an ex
tremely important new factor in the eoonomy of the agriculturists. In 
the underdeveloped countries these policies cannot increase the share 
of the agriculturist in the total national product as the agriculturist 
is here the majority not the minority group. But, through any incen
tive effects that they have, they might increase total production and 
might increase the average real level of incomes through elimination 
of uncertainty and fluctuations. However, in view of the large variety 
of types of support policies and the variations in their administrative 
efficiency it is not possible to make any general statement as to their 
effects. 

Commodity Agreements 

It has been generany recognised that action by individual countries 
could not, by itself, prove adequate for stabilising the level of agri
cultural price, and efforts at international action towards this end 
have been marked since the depression of the thirties. The considera
ble increase of government to government transactions during years 
of war and after, and fears of a depression in the immediate post-war 
period led to attempts at Interna,tional Commodity Agreements on a 
much wider scale than before. The cluef new feature of these was the 
attempt to associate both producers and corisumers in one agTeement. 
International Organisations like the FA 0 have actively backed the 
formation of International Commodity Agreements.-It remains -true, 
however, that the International Wheat. Agreement and the Internatio
nal Sugar Agreement are the only two, which today affect agricultu
ral producers in large areas in the less developed countries. 

In the absence of international agreements primary . exporting 
countries have attempted to secure their position by entering into 
bilateral agreements with the chief importing countries of their pro.. 
ducts. Burma has been one of the most active in seeking these. In r&. 
gional terms the Latin ArnericalJ coun4'ies have tended to look to 
guaranteed purchases by the USA. The vital importance to economies 
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of less developed countries of secured export markets was recently 
emphasized by the agreements regarding sales of cotton by Egypt and 
Syria to the USSR. The possibility of mutual help among the less deve
loped countries has been indicated by the Rubber-Rice Agreement 
between Ceylon and China. . 

Eva7tuation Of State Policy 

It is difficulJt to judge of effects of state policy, especially in the 
short run. Policy which brings about better distribution such as that 
relating to land refonn and to co-operative organisation of marketing 
and credit may prove the starting point, may indeed be a condition 
precedent, of greater and more diversified production. The immediate 
bettennent of the fortunes of the agriculturists through such policies 
is not, however, easil~ discerned. The effects of price support and 
stabilization policies are even more difficult to assess. For example, 
Burma has followed through many years a policy for the fanners and 
of canalising the gains of rice exports into development. India, on the 
other hand, has had no well-defined policy in this regard and has al
most let things drift. Only a detailed, many-sidJed study of the situa
tion in the two countries could lead to a finn judgement regarding 
the relative merits and propriety of the two different approaches. 

In the post-war period social welfare policies have been responsible 
for improving the conditions of the people in a number of countries. 
However, significant programmes of social security, etc., have not 
been undertaken in most of the less developed countries and in coun
tries like India and Pakistan expenditure even on education for the 
rural population gets BurprisingJiy low allocations. 

III 

Agriculture and National [moms 

In recent years, use has been made of the national income data for 
obtaining some idea of the relative condition of agriculturists. Com
parison of per caput incomes in Agriculture, Forestry and Fisheries 
with per caput incomes in all other occupations, taken together, shows 
that in all the less developed countries the agriculturist is relatively 
inadJequateJly rewarded. As a rule, in these countries, the per caput 
income in agriculture, etc., is less than 50 per cent of the per caput 
income in all other occupations and the percentage may be as 
low as 30. This percentage depends on a variety of economic conside
rations and it is not possible to generalise on its basis. In the present 
context, interest attaches to whether this percentage is increasing or 
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not. In absolute terms, the income of the agriculturist, ordinarily, in
creases with an increase in total national income. In view of existing 
inadequacy of the earnings of agriculturists, it is important that the 
agriculturist's income should increase faster than the national income. 
The data for judging of this are scanty but those available indicate 
large variations in the situation. For example, it appears that in Tur
key the per caput income in all other occupations was 30 in 1938, 51 
in 1948 and 60 in 1952; in the Phillipines, it varied between 29 per 
cent and 34 per cent between 1948 and 1952 without showing a defi
nite trend. (FAO : Agriculture in the World Economy, 1955, p. 54). 
It is obviously dangerous to generalise on the basis of the data for a 
few years, especially in the case of income in agriculture. It would 
appear that in the years between 1946 and 1952 the trend in regions 
like Latin America, the Middle East and Africa was for incomes in 
agriculture to rise at a rate faster than the national income. The 
data after 1952 do not present a consistent picture. Fully reliable in
formation regarding the occupational distribution of the population is 
not available for all countries and where available, it pertains only 
to particular years. It is necessary, therefore, to confine attention to 
movements _of total income in agriculture instead of attempting to 
estimate per caput figures for studying trends after 1950. 

Exinifnation was made of the data for the six years 1950 to 1955 
for some of the larger among the less developed countries in different 
regions in which the share of agriculture is larger than 25 per cent 
of the total domestic product. These were Brazil, Burma, Colombia,· 
Egypt, India, Pakistan, Phillipines, Thailand and Turkey. The exa
mination revealed that in Brazil and Phillipines, the share of agricul
ture (valued at current factors cost) rose continuously from 1950 to 
1955 at a rate faster than the total domestic product and that con
sequently the share of agriculture in the total was larger after 1952 
than in 1952 and earlier years. In all the other seven countries, the 
share of agriculture in the total in the years after 1952 was less than 
in the years before 1952. These data also indicated very large fluctua
tions in the value of the product of agriculture from year to year in 
some countries. In Burma and Colombia, in addition to Brazil and: 
Phillipines, there was a steady movement upwards in the value of 
both agricultural and total products between 1950 and 1955. In Tur
key also, the movement was continuously upward except for a drop 
in the value of agricultural product in 1954. On the other hand, in 
Egypt, India, Pakistan and Thailand, there were variations in both 
directions from year to year and 80me of these variations were large; 
In interpreting these data, it is necessary to remember that differen
ces in the pattern of production and in price support, etc. policies 
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would lead to differences in the situation of the agriculturists from 
country to country. 

Vicious Circle 

There are also other limitations of the data of total product of 
agriculture, in this context. For example, because of stratification 
within the agricultural community, the benefits and disadvantages 
might be very unevenly distributed among its members. For example, 
it has been reported that both in North and Tropical Africa agricul
tural activity which has proved specialIy profitable during the last 
decades has been concentrated in the hands of small groups of Euro
pean settlers; overalI indicators may mislead in relation to the for
tunes of the bulk of farmers in such instances. Further, in a large 
number of underdeveloped economies the share of landlords, money
lenders and traders in the total product of agriculture may be substan
tial and this might become even larger in proportion in periods of in
stability. Surveys in such countries have revealed that primary pro
ducers fail to profit from temporary favourable changes and that the 
effects of an occasional very bad year may be felt by them for a num
ber of years afterwards. This makes it necessary to exercise caution 
in estimating effects of favourable changes, which have not been 
stabilised or trends which are not persistent. 

Recent studies have shown that the main factors responsible for 
'low relative incomes in agriculture are (1) economic instability of 
agriculture (2) immobility outwards associated with mobility in
wards. Economic instability stems from both instability of yields and 
of agricultural producers' prices. Increase in the inelasticity of the 
demand for food products, enhanced possibilities of displacement of 
agricultural raw materials by synthetic etc. products and emergence 
of surpluses have intensified demand instability in the post-war period. 
And alI national and international attempts to make markets and 
prices for the agriculturist more stable have achieved little real 
success. Rapid growth in population continualIy adds large numbers 
to the largest existent occupational group, viz., agriculture, and the 
limited number of openings in other occupations reinforces the other 
reasons for outward immobility. In the older, the poorer and the 
more populous of the less developed countries alI the factors operate 
in a cumulative manner. Unless, in some way or another, the vicious 
circle is broken there is little prospect of the beginning of an upward 
trend, relative or absolute, in the fortunes of the agriculturist. 



INTEGRATION OF SETTLEMENT POLICIES IN THE 
ECONOMIC AND SOCIAL DEVELOPMENT OF THE 

COUNTRIES· 

SETTLEMENT effort may be '\lIldertaken for a variety of reasons. 
It may, for example, arise, because of the recognition of opportunities 
of development of land and water resources of an area or it may be 
forced on governments because of an emergency such as the influx 
of refugees. Whatever their origin the settlements whose problems we 
are discussing may be taken all to be the result of some effort such 
as of reclamation, clearance, irrigation, which makes possible a new 
or more intensive use of natural resources, in particular, of land sur
face. I confine myself to problems arising out of sizeable sChemes 
which are intended to bring about fresh settlement or re-settlement 
{)f comparatively large and compact areas. 

Ther8_-are many problems of all settlement projects which are only 
marginally connected with social and economic aspects. The whole 
set, for example, of engineering problems connected with works of 
irrigation or reclamation, etc. their planning and technical details in
fluence socia-economic development, but are not directly connected 
with it. Also the stage at which socio-economic problems emerge is the 
stage when the preliminary works and other programmes have been 
completed. Socio-economic problems are raised mainly by the attemp
ted use of new resources made available by successful completion of 
the initial aspects of settlement projects. 

The socio-economic problems raised in this manner may be classi
fied roughly as follows :-

1. Problems of the organization of utilization of natural resources 
especially land, for productive purposes ; 

2. problems relating to the settler (including his choice) his 
family and the new communities to be built up in the region; 

3. problems relating to the activities of the organs and authori
ties of the state in relation to the settlement, its development and its 
operation; and 

4. problems relating to the financing of the settlement effort in-

• Text of a lecture given at the FAO Centre on Principles and Policies of 
Land Settlement for Asia and The Far East, held at Gal Oya, Ceylon,. Novem
ber-December 1958. 
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eluding both the original capital costas well as the cost of develop
ment and' current maintenance and the financial problems relating to 
the assistance given to and the charges levied upon the settled 
families. 

The first set of problems are those connected! with the organisation 
of the utilisation of natural resources of the settled area and in parti
cular land. It is obvious that this involves an initial important decision 
regarding socio-economic policy. It is possible to define one aspect of 
the decision as that relating to the saaIe of operation; that is, whether 
the land resources will be exploited through units organised on a 
large or on a small or on intermediate scale. The other aspect in
volves the socio-economic characteristics of the unit organisation esta
blished in the area; for example, whether it shan be a state authority, 
a joint stock company or a family that will operate the productive units 
in the area. The two types of decisions together may give a variety 
of combinations. For example, if decision is taken to exploit the area 
through large scale units, this will stH1 leave open choice between 
state farms, plantations, voluntary or compulsory collectives or some 
type of co-operative organisation. Large scale exploitation may be 
achieved ,by any of these various forms. It is obvious that decisions in 
relation to both these aspects will be determined by the prevalent 
socio-economi<: conditions in a country taken together with the cur
rent thinking on policy. 

The universal prevalence of peasant farming in most countries of 
Asia and the Far East has led to its being taken for granted that 
the settlement and development of land resources in the 
newly settled areas will also be through independent peasant farmer 
families. It does not necessarily follow that this should be so. For 
example, if in a country where peasant farming is dominant, it is 
thought desirable to establish or experiment with say co-operative 
farming on a large scale, attempt will be made to establish a much 
larger proportion of co-operative farming units in the newly settled 
areas than exist at present in the rest of the economy. Therefore, not 
only the prevalent conditions in a country but also the major policies 
adopted or contemplated for the future will affect decisions regarding 
scale and type of units to be established in the settled area. 

It may be noted that the great importance of collectives in Israel 
appears to stem from the suitability of that form for pioneer settle
ment by private effort in surroundings which were not necessarily 
'hospitable to the new settlers. The pioneering and moral leadership 
aspects of the Israeli collectives distinguish them sharply from organi
sational units established in the newly settled areas in old countries 
under the sponsorship of the state itself. ' 
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Neither collective nor cooperative nor state farming has, outside 
the centrally planned economies and Israel, established itself on any 
significant scale in Asia and countries of the Far East. Also, in no 
country of this area has the establishment of the collective or the 
co-operative type become an important feature of land policy. Almost 
everywhere it appears taken for granted that the traditional peasant 
farmer family will continue to be the chief type in agricultural pro
duction and that in new settlements also this will continue to be the 
dominant form. 

This appears to rule out of consideration large scale farming but 
still leaves the problem of size variable within a wide limit. For the 

\ scale of peasant farming can itself vary from very small to fairly 

\ 

large. There are two main sets of considerations to be taken into 
account in determining size of holding in this context. One relates to 

\ the economic operation of the holding and its productivity; the second 
\to that of the number of families that can be settled in the area. The 
aesire to have a comparatively large average holding may be connee-

i:
ith belief in the more efficient operation or larger per area pro

du ·vity of large scale farming. On the other hand, on account of 
th existing pressure of population or other reasons, it may be 
th ught desirable to settle as large a number of families as possible 
i~gricuiture in the new settlements. The two sets of criteria appear 
to dicate widely differing policies. Whether the one or the other pro
v I dominant is likely to be determined with reference to general 
eCfomic situation within the country. If land is relatively scarce and 
the pressure of population considerable in the already well settled 
areas, the average holding of peasants in most regions will be small. 
Also the pressure of population is likely to give high priority to the 
objective of moving a number of agriculturists and others from the 
already settled areas to the new settlements. On the contrary if the 

)
' existing pressure of population in other parts is not considerable, not 
1\ the objective of relief by emigration but physical an~ economic con

liderations are likely to prove important in determining size of hold-
ings in the new settlements. 

I However, no necessarily determinate answer is obtained merely by 

\ 

a reference to the existing conditions in the country. For, obviously 
in new settlements something more must be attempted than a mere 

\ reproduction of conditions elsewhere in the country. In this connee
, ti'/D, it is necessary to refer to the concepts of the economic and 'basic' 
h~dings. These concepts have reference not to technical considera
tions of agricultural productivity but to levels of living which the 
i~e from a holding will enable the farm family to maintain. Agri
ctt~\al policy in the poorest countries with the largest pressures of 
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population on land is currently influenced by such concepts. The 
policy aims, if possible, to attain, even in these countries a holding 
of a minimum size for all agricultural producers and as a first step, 
the prevention of an increase in the existing number of holdings be
low this size is advocated and may be sought to be enforced by legis
lation. Where this is so, it is obvious that the holdings below the size 
that is considered as the minimum cannot be created in the new settle
ments even though a very large proportion of the holding in the coun
try is below this size. The poverty of a country or lack of land resour
ces will result in a low level of living being accepted in the definition 
of the minimal holding, but ordinarily holdings below the accepted 
minimal level are not likely to be created in the new settle. 
ments. The corresponding opposite concept of an upper limit to hold
ings is likely to have chiefly the effect of d~scouraging the possibility 
of allotment of lands to large or capitalistic farmers in the new settle
ments. 

Ordinarily, in countries with inadequate land resources the size of 
holdings in the new settlements is likely to remain at a level th~ is 
considered as the minimum necessary and there are unlikely to be a 
large number of allotments of holdings above this level. And a policy 
which has place in it for grants much above the minimum is I;i'kel¥ 
to come under constant criticism. This would not apply to countriel in 
which there is little present pressure of population on land and in 
which the programme of settlements is directed chiefly towards o~en
ing up the country. In this context, the availability of settlers, the 
resources at their command and the physical and agronomic copdi
tions would be the chief determinants of the sizes of holdings. tnd 
in the absence of an adequate number of potential peasant fal"Il!ers 
or in view of their inability to exploit certain types of land re~ort 
may be had, in part, to large scale capitalistic or even state farming 
experiments. The range of possible choices in this matter seems thus 
to be related to the existing pressure of numbers on land in the 
country. 

It is obvious that in the planning of new settlements advantage has 
to be taken of all the latest adrvances in science and technology, etc. 
and developments, amenities and conveniences may profitably and 
economically be provided in the new settlements which could not with!
out very great additional cost be provided in the older settlemenlS. 
Also, as pointed above, it would be held wasteful and undesirable/to 
reproduce certain conditions such as uneconomic holdings in lilw 
settlements even if they are widely prevalent in the older a-J~. 
Therefore, it is inevitable that conditions in the new settlements sh6u1d 
be better in some respects than the modal conditions in the older sre~. 
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However the provision of conditions through state effort in the new 
settleme~ts which are very much better than the average of condi
tions in the older areas might be impracticable. It has been noted that 
even in the U. S. in the rehabilitation and resettlement programme 
of the 30's "resentment developed against establishing relief families 
in living standards II>bove the level of those who had struggled for 
financial survival_without public aid". 1 

The actual physical area of the holding will depend on a number 
of considerations. The concept of the economic holding, for example, 
is related to the concept of adequate sustenance for farm families. 
The concept of adequate sustenance for a farmer family will 
differ widely from country to country, depending on the varia
tions in the actual level of rural living standards in the various coun
tries. The size in physical acres of the holding which yields a given 
family income will itself depend on the per acre productivity of the 
land in the settlement._ The monetary income criterion cannot thus be 
translated into a uniform measure of physical acres. The transla
tion will have to vary from situation to situation, depending on the 
composition of the holding and the productivity of .the component 
units. It ilL well 'known that the 160 acre limit of the U. S. Home 
Stead Act: was found inconvenient in the more arid and infertile 
areas: -=-

Usually two types of problems emerge in connection with land 
utilisation in newly settled areas. Firstly, the general regulation of 
the manner in which national resources are used including the pro
blem of conservatron and secondly control of the pattern of agricul
tural production. It is obviously the responsibility of the authorities 
opening up a new area for settlement to ensure that resources put to 
productive use will be properly conserved and will not be wastefully 
used. The conservation programme may itself lead to some control 
of the uses to which various types of lands are put. Fuller utilisation 
is usually related to intensity of use. Intensity of use is, in most cases, 
limited by physical and climatic conditions and limited availability of 
such resources as water. Settlement authorities may thus find it 
necessary to frame general regulations in relation to measures of 
conservation and proper use of land and supply and utilisation of 
water. Proper use of land may involve compulsory rotational practi
ces or adoption of particular methods of cultivation, etc. Where there 
is a diversity of land types in a region this may also lead to indicating 
specific combinations of different types of land use such as irrigation 
or dry farming or arable farming and livestock rearing within each 

1 r"tematimu>! JOUI"7Ull 01 Ag"""';"" AllaM., "Land settlement: the making 
of new farms," p. 76, 1953. 
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individual holding. The extent to which aU these decisions are impos
ed directly on settlers by regulations, given to them as advice, or 
left to the operation of an incentive system or market prices will be 
largely a function of the general economic policy of the nation. 

The terms on which a settler holds land is very important from 
the point of veiw of land use as well as that of the socio-economic 
position of the settler. It may be argued that it will not make any 
large difference to settlers whether they are given ownership rights 
or a secure tenant status. It may be expected that all the limitations 
on the right of landlord laid down by law will.be observed by the 
State or the public corporation acting as landlord, and the privileges 
granted to the tenant by law, will not be encroached upon. In these 
conditions, the position of a fully secure tenant with a reasonable and 
determined rent may not differ materially from that of the owner of 
land. But the problem becomes important when considered as for the 
long run. That large changes in status may take place during the 
course of generations even when at the beginning the cultivators were 
aU owners of land, has been shown by experience of countries as 
diverse as U. S. A. and India. 

There are two major ways in which a divergence between owner
ship and cultivator status can come about. The holder of land may 
be forced to part with his ownership rights because of, say, his get
ting ilnto debt but may continue to be a cultivating tenant, usually at
will, on the land formerly owned by him. The contrary process is one 
by which because of a substantia1 rise in rental levels the former 
owner-cultivators, find it profitable or possible to lease out their lands 
to others and to take to alternative occupations or to live on the rents. 
In either of these cases, the actual cultivator wiH be a tenant, might 
be an unprotected tenant, and win thus not have incentive to most 
efficient use of land and capital investment. . 

Similarly problems of subdivision and fragmentation will arise out 
of arrangements for succession and inheritance. Where as is likely 
in a large number of cOWltries, the average holding of the settler is 
of a minimal economic size, any division of it among heirs, etc. or 
alienation of part would bring it below the minimum desired by state 
policies and also fragment it. It thus appears necessary to limit the 
rights of the settler -, whether his status is that of owner or secured 
tenant - in relation to alienation, leasing or sub-leasing, inheritance, 
etc. 

The choice of settlers ie intimately connected with the socio-econo
mic objectives governing settlement effort. Three important elements 
are present in most situations. A socio-economic class such as that of 
the landless rurai labour or those practising. shifting cultivation or 
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a particular class in rural or urban society which is disadvantaged or 
discriminated against may have to be preferred or given priority. 
Secondly, the objective of relieving pressure of population in special
ly congested areas may appear important, in which case agriculturists 
from such areas, particularly from among those with the smallest 
holdings may be selected. Thirdly, selection of settlers may be govern
ed by consideration of early success of settlement agriculture. In this 
case preference will be shown for persons with previous agricultural 
experience and persons having some resources to invest. Obviously, the 
two considerations of early and effective economic use and of relief 
to the disadvantaged and depressed would lead to greatly varying 
choices. It thus becomes necessary, to effect some sort of compromise 
such as that of designating, generally, classes to be preferred in re
lation to socio-political considerations and! to make selection among 
them by reference to the economic criterion. 

A problem that is partly social and partly geographical that arises 
in connection with settlements is of the form that the settlement 
shall take; two possible extreme types being (i) the nucleated village 
or (ii) settlement of individual families in scattered farm homes. 
While geogJJlphic considerations and those of land! utilisation play a 
part in this decision, it wiI1 depend, in the main, on the social pattern 
that iimliigrants are used to and also on considerations such as that 
of security of isolated scattered farm homes. 

The main social aspect of new settlements relates to the composi
tion of the new communities to be built up in the areas of settlement. 
Decision relating to this is bound to be influenced by current thinking 
regarding the evolution of national social structure. In most coun
tries of Asia and the Far East, there is considerable differentiation 
as among communities and among strata. Two alternative approaches 
may be adopted in framing social policy for the new settlements; one, 
that of seeking homogeneity on the existing basis in individual settle
ments and trying to obtain the advantages of smooth working that 
this win yield, the other that of deliberately bringing about a mixed 
social composition and attempting to set'in motion a trend towards, 
if not homogeneity, at least ~ recognition of common interest and 
identity which in the mixed societies of these countries is an objective 
to which great national importance is attached. This is one of those 
instances which often emerge in consideration of settlement policies 
in which there appear two possible divergent approaches, one based 
on consideration of short-term results and! the other on long range 
objectives. 

One of the main reasons leading states to undertake settlement pro
jects is that of the pressure of population on land. It has been consi-
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dered that not only would new or improved Land resources add to the 
food and other supplies within the country but also that the drawing 
away of numbers from older areas would make possible, may indeed 
be a precondition of, improvement of agriculture in the older ~reaB 
themselves. However, in certain circumstances, the exploitation of 
new settlements may itself cause an increase in growth of population. 
Such a result may be brought about by some aspect of settlement 
policy. For example, it has been pointed out that if settlement policy 
gives larger families a. better chance of being selected' for settlement 
in new areas than smaller families, this may act as an-incentive in 
the older areas for having large families.' Also, even if the settle
ment has no effect on population growth in the older areas, it may 
have some effect towards increasing the size of families settled in the 
new areas. 

In most of these countries, there has been, in recent decades, great 
increase in net growth brought about chiefly by a rapid and }arge de
cline in the death rate without the birth rate being significantly affect
ed. The creation of a new settlement is not likelly to affect the basic 
situation in this regard. All that it does is to improve slightly the re
lation between land resources and population numbers; but unless the 
creation of new settlements is supposed to be an indefinitely continu~ 
ing process, any improvement in the relation must be deemed as 
temporary. Thus the need for a population policy for the countries 
of these areas is not, on this account, made less important. However, 
the process of sett1ements involves large scale transfers of whole 
families from their traditional surroundings into a novel setting. To 
the extent that traditional beliefs and practices present obstacles in 
the way of implementation of a population policy, the neW' eettle
ments may be considered as affording an opportunity to those respon
sible for shaping populaiton policies. 

Two considerations have led to a large extension of the scope of 
state aid and activity in relation to settlements in recent years. The 
first consideration relates to the pace at which settlement takes place 
and the period during which the new resources are brought to a stage 
of full utilization. The second' relates to making it possible for the 
disadvantaged and those lacking resources to participate in settle
ments. A prolonged period over which resources are not fully utilised 
itself represents a cost and it is important from the national econo
mic point of view to abridge, if possible, this period. State action 
directed towards this end may create a public institutional frame
work or may assist the individual settler. It is possible to take two 
views in relation to the building up of the public institutional frame-

. • B. H. Farmer, ~ion.er P.,.. .... , ColtmU4tion in Cellltm, 1957, p. 219. 
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work~ This may be left to the new communities in the settlements 
as they emerge and become active. It wiIL then be related directly to 
felt needs and will be comparatively cheap. However, such ad hoc 
approach is likely to result in an uncoordinated structure many parts 
of which may be unsuited to future conditions and may thus have 
to be overhauled. The absence of the framework at the early stages 
may also substantially retard devei<opments. 

The planning of the location of residential settlements, road system, 
etc. is generally conceded to be the work of the State. The argument 
has to be pus.hed only & stage further to includie all the more impor
tant elements in the framework of what might be called the economic 
and social overheads including banking and credit, marketing and 
processing, education and public health. Early planning and constru
ction of these systems with proper appreciation of future deve1op
ments appears more rational; but it requires considerable initiative 
and activity on the part of the state authorities. It may also mean in
vestment of resources in directions which might not prove remunera.
tive immediatel:\! and which may result in rather }arger costs being 
carried than would be the case with slow ad.JIoc, chiefly local, develop-
ments. _ I 

It is possible in this context to distinguish between the plans and 
their im-PIementation. The plans have to be comprehensive and' for
ward looking alld must be results of an initial coordinated effort. 
Their implemeritation could perhaps be suitably staggered. This 
approach, especially if the plans have a degree of flexibility, would 
both keep down costs and obviate dangers of serious planning 
mistakes. 

Similar considerations apply to the operations of individuals. The 
resources and competence of settlers will vary on account of different 
policies and criteria adopted in relation to their choice. However, the 
experience of settlements where some evaluation of relative costs 
has been made, as in the post depression settlements in the U. S. A., 
has emphasized the importance, from the point of view of both mone
tary and human costs, of early full development. It is thus agreed that 
the state should take some responsibility even in relation to individual 
fields and holdings. 

If the choice of settlers is made strictly by reference to an early and 
efficient use of land resources, men with considerable agricultural ex
perience and possessing significant resources to invest in the new 
holdings will be preferred. However, this would be a class of persons 
who would ordinarily be unwilling to migrate, if they are already 
successful in their own region, and also a class which requires the 
least, assistance or relief such as that afforded through an opportunity 
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to migrate to a new settlement. The depressed and disadvantaged 
classes to whom socio-economic and political considerations point are 
from the point of view of early effective use not likely to prove suita
ble. They are likely to have alYOOSt no resources andJ would not usu
ally possess significant agricultural experience. In these circumstan
ces the extent of state assistance given to settlers must be fairly com
prehensive. Not only wi1il preliminary work such as that of clearing, 
levelling land and bunding be necessary, but also such provision as 
that of housIng or housing material, minimum agricultural and 
domestic equipment and even, in some cases, provision for subsistance 
of the families until at least the end of the first agricultural season 
become important. 

The settlement of a community of small farmers who do not possess 
significant resources of their own and whose technical competence 
and knowledge are limited, also makes iIt essential and urgent that 
state authorities should provide in advance the institutional economic 
framework required for the operation of the economy of such a com- _ 
munity. A community of small resourceless farmers will require a 
full measure of teclmical assistance and organisation of supply of im
portant materials such as seed and manure and alllo perhaps essential 
domestic needs. Even more importantly it will require an adequate 
system of credit and where commercial crops are of any importance 
a related system of marketing and processing. In the absence of such 
institutional framework the settlement will either fail or will invite 
the emergence of the usua~ type of moneylender-trader class. 

What is being suggested is not plentiful or even liberal assistance to 
settlers, but only that the steps taken and assistance given shall be 
fully adequate for the purposes in view. It follows that new communi
ties in the settLements must be induced to begin to function normally 
at the earliest possible period and that all local, communal and< volun
tary organizations required for the purpose must be brought into exi
stence early. The new settlements cannot expect to obtain more varied, 
or ampler assistance than is obtained in the ordinary course by other 
areas within the country. The special aid in capital and organisational 
terms required for them is strictly remted to the main objectives of 
the aid, that of attaining full utilisation of resources at an early date 
and that of enabling disadvantaged and depressed cla~ses to partici-
pate in the settlement effort. I 

Wider economic policies having important bearing on the growth 
and operation of settlements are those relating to prices and to the 
incomes of the peasant community. The regulation of prices may be 
undertaken and carried out almost entirely with a view to evening out 
seasonal fluctuations and dampening extreme variations in prices 
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from year to year. Such policies, if intelligently carried out and suc
cessful influence very favourably the well-being of farmers and of 
the total rural economy. The new settlements are apt to be, at least 
in the earlier stages, communities chiefly constituted of. somewhat 
resourceless and not very competent farmers, whose ability to 
weather economic storms and! win through to the state of being a 
strong and prosperous community is not very large. Some shelter 
from economic blizzards is particularly required for them. 

Policies which support incomes take us a step further. Their direct 
objectiJVe is usually the stabilisation, at an adequate level of farmers' 
incomes. However, in the context of the countries of Asia and the 
Far East, we may consider the undertaking of farm income support 
policies by the State as a somewhat distant prospect. The earlier 
stages of building a strong co-operative credit, marketing and proces
sing organisation of the small farmer families and of the elimination 
of risks due to unregulated prices of agricultural products are far 
from being properly attained in most of these countries. 

Finally, we may glance briefly at financial problems connected with 
settlements. They are numerous and varied. The initial problem is 
that of estimating capital costs and finding the resources required. 
The most important element in capital cost would be the irrigation, 
reclamation, clearance works and such ancillary and subsidiary under
takings as the transport system, etc. required for bringing the proj ect 
to a point at which settlement can ,begin. Capital costs may have an0-

ther aspect, that of cost of the acquisition of land and other natural 
resources in the area, if these are not already under state ownership 
or control, so that the initial works can be undertaken and govern
ment feel free to plan proper settlement oPerations. It may be noted 
that the ability of government or any authority to :Plan settlement 
operations properly is vitally dependent on its control of aU natural 
and land resources within settlement area. 

One may assume that finding the resources for all capital costs in
cluding those of subsidiary and ancillary works will be part of the 
general resources plan of government. To the extent that there is an 
overall programme of development 'for wl>jch a comprehensive plan 
of resource findling is made the finances of settlement projects are not 
a special' or specific problem by themselves. It is likely that a settle
ment project which, in course of time, is expected to prove productive 
in the sense of being able to repay all capital and current costs could 
be financed by a separate arrangement. For example, loans within 
the country might be raised in relation to such a specific project or 
international orgainsation like the World Bank might finance it. How
ever, barring settlement projects finance for which is in this manner 
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separately possible, all others must be considered as parts, for this 
purpose, of the total national development programme. 

In relation to the problem of obtaining control over the total land 
surface a number of possibilities are open. The land may be acquired 
in the open market by purchase from private parties; but if swih 
purchase is attempted after the possibility of settlement projects is 
generally known, they may encounter difficulties of speculative hold
ing up. In such a context, legislation which enables the government 
to acquire land at the ruling market price, without reference to settle
ment project possibilities, would be needed. It is, of course, possible 
that in particular contexts governments feel it unnecessary or injudi
cious to pay the market price for all such land and may acquire it by 
legislative process, -after providing for limited compensation. 

From the point of view of project administration the important 
financial problems are those connected with the assessment and re
covery of the financial charges on the settler. Consideration of these 
may be undertaken separately as for capital and current costs. It may 
be generally agreed that current cost should begin to be borne fully 
as early as possible by the settlement itself. Financial orthodoxy 
would require a simi1ar position in relation to capital costs; 
that is that these should be recovered! over a period of years 
from those claases who receive direct benefits from the settlement. 
Federal Reclamation projects in the U. S. A. were based on this 
principle of the recovery of capital costs from settlers; and in the 
productive irrigation works in India under the British, the state in
curred the capital costs and continued to own the work but recovered 
through its current levy not only current maintenance and other costs 
but also the interest and other costs in relation to capital expenditure. 

Current thinking in this regard appears to have moved considerably 
away from the orthodox position. This is due to a number of reasons. 
In the first instance, except in some countries and in relation to a 
select number of projects, the capital costs of projects have now attai
ned very high levels. Secondly, projects are no longer looked upon 
solely or chiefly as affording opportunities for a body of persons to 
settre in agriculture. The widespread indirect and secondary effects 
including effects on various sources of government revenue, in the 
long run of the projects have been widely appreciated. This has led 
simultaneously to a lessening of the influence of the financial return 
criterion in the decision whether to undertake or not to undertake a 
specfiic project. Thus, on the one hand, it has become well-nigh im
possible to recover the total capitat costs of a project from settlers 
and, on the other hand, it has been realised that it would be wrong 
to saddle them with the total burden. 
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At the same time consideration of the problems, financial and 
others, of settlement projects against the background of a national 
development plan has led to a departure from insistence on completely 
separate accounting in respect of each independent project. A pro
ject, whatever its cost and estimated! direct returns, would be under
taken if it appeared important and essential in the total plan. This 
has the counterpart of making it necessary to devise ways by which 
alr those who are in a way in a position to contribu.te to the develop
ment effort are compel~ to do so fully, even if they are in a new 
settlement. The changed attitude does not do away with the need for 
making charges or levies from the settlers; only it blurs somewhat 
the distinction between capital and current costs or levies and also 
s.hi:fts the emphasis from costs incurred to the ability to bear the 
charge. 

This also connects intimately the problems of financial levy on the 
settler with the pattern of the tax and public utility charges system 
of particular countries. It is, therefore, difficult to generalise in re
spect of them. In case of settlers the capital levy may take the form 
of a purohase price for the holding. Usually, this, together with any 
initial expenditure which is treated as an adivance, would be recove
rable-b;jr-instalments spread over a long period. 

In relation to the current levy the two major alternative forms are 
those of a tax and· of a service charge. The possibility of making the 
levy, or part of it, analogous to a service charge depends on the exi
stence of a recurrent service or supply in relation to which suah a 
charge can be made. Where, for example, water is' supplied to land 
periOdically by public authorities, the charge for it can be separated 
and can be related to the volume, the seasons and numbers of occa
sions of supply of water. When, however, there iff no supply or ser
vice, as that of water, which is rendered periodically to the settlers 
and for which a charge can be equitably made, the current levy has 
usually to be related either to the land surface exploited or to the total 
actual or estimated product of agriculture. The problems presented, 
in this case, are closely related to problems of land taxation, or of de
termination of land rents. Where the state is the landllord the problem 
of the determination of rents does not appear greatly different from 
that of land taxation. 

Having to recover the levy as rent or tax does not necessarily make 
the problem more difficult. In view of the large extent to which gene
ral revenues bear the burden of development finance at all stages in a 
large number of countries, no marked theoretical preference need be 
shown to the service or supply charge. Attention may, however, be 
drawn to some practical considerations. If the settlers consi;!t, in the 
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main, of poor peasant families, a charge as that for water supply has 
some administrative and psychological advantages over a true: demand. 
Moreover, it is in most circumstances unlikely that the total neces
sary imposition can be recovered through one type of charge. Service 
or supply charges, land tax, and direct taxes like that on agricultural 
incomes may all have to be resorted to. The problem relating to these 
can be considered only in the context of the financial and taxatblD 
systems of the different countries. 

All the above refers only to problems of agricultural development. 
In the long run settlement projecte must be looked upon not only, not 
even chiefJyas areas of predominently agricultural or primary pro
duction, but as areas which are capable of developing and which 
should, in due course, develop a full complex vertical economic struc
ture on lines similar to those of other parts of the country. The settle
ments ought thus not to be looked upon merely as projects for solving 
the food or alleviating the population problem but as efforts which 
effectively and permanently widen the total base on which the struc
ture of national economy is raised. Paying attention to an all-sided 
development of new settlements from the beginning is particularly 
important for those countries which suffer from a heavy pressure of 
population and in which an early diversification of employment oppor
tunities is urgently needed. 



A CEILING ON HOLDING AGRICULTURAL LAND IN INDIA· , 

I ACCEPT the concept of the ceiling on ownership holdings and 
cultivating holdings in India. I accept the concept, however, as part 
of the general programme of more equal distribution of incomes in 
society and as counterpart of the ceiling on non-agricultural incomes. 
In view of the relatively greater pressure on land! it might be justifi
able to impose a lower ceiling on agricultural incomes than on non
agricultural incomes. However, if no ceiling on non-agricultural in
comes is contemplated, it is not only unjust to impose a ceiling on 
agricultural incomes but the measure is also bound to create grave 
imbalance in society. In this case while in all other sectors of econo
mic activity, increasing acquisition of wealth and! income will con
tinue to be-sought after by the majority and the prestige and power 
connected with riches will remain unabated, in agriculture alone all 
will be 'condemned! to a fixed permanent low level, above which they 
will on no account be able to raise themselves. And as this level will 
be lower than a large proportion of non-agricultural incomes, agricul
ture will become a permanently depressed sector. Two results will ob
viously come about. Firstly, there will be every inducement for all 
the more vigorous and innovating rural elements to seek' opportuni
ties in other fields, thus worsening the situation in an already back
ward! field. Secondly, because of the large resources of the moneyed 
in other sectors, the permanently low level in agriculture will invite 
and help corrupting influences from other fields to dominate agricul
ture and rural society. To give only one illustration, at the 1evel of 
suggested ceilings no agriculturist can afford to enter into politics 
by contesting elections. Therefore, political representation of agricul
turists will either pass into the hands of non-agriculturists or of agri
culturists who are supported by non-agriculturist moneyed interest. 
The situation in this regard will thus become much worse than it is 
today. Even today the effects of the disparity in money power are 
seen in the operation of such organisations as the managing com
mittees of Regulated markets. 

Apart from the fundamental objection to a ceiling on lands with
out an income ceiling in other sectors also, land! ceilings appear un-

• Tko 17Ulimn Journal of Agricultural EC01IO'T1Iics, Vol. XIV, No.4, Octobelr
December 1969; pp. 83-36. 
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desirable without previous preparations in some important direc.
tions. One of the main purposes of the imposition of land ceilings is 
to obtain surplus land which can be used for making uneconomic 
holdings economic and for setting up co-operative farining societies 
of landless labourers, etc. Successful use of the land, made surplus 
by the operation of the ceiling, depends essentially on the possibility 
of early and appropriate distribution of the surplus land and the 
setting up of co-operative :liarms. For doing these, it is necessary to 
have completed a large programme of experimentation with co-opera
tive farming, establishing how these are best formed and in what 
conditions they will best operate. Moreover, both for proper distribu
tion of surplus land and for setting up of co-operative farms for 
better organisation of agricultural production, an accelerated pro
gramme of consolidation of land holdings is absolutely essential. From 
this point of view, substantial programmes in relation to consolida
tion and experiments with co-operative farms must be completed be
!fore land ceiling legislation is undertaken. 
, Another important consideration relates to the social results of the 
ceiling. For generations rural society with us has been backward in 
techniques, and in education. It is only in recent times that some pro
gress has been made in the direction of not only improvement of 
methods but also in the direction of sons of agriculturists taking to 
higher education and entering other occupations such as the liberal 
professions, business, etc. It is obvious that a ceiling of the type pro
posed will not only stop further progress in these directions but also 
cause a retrograde movement. An agriculturist, with the highest in
come allowed by the ceiling, will not be able to maintain a son at in
stitutions of higher education, certainly not at colleges like the 
Engineering or the Medical. It has to be remembered in this context, 
that all public facilities, such as of education and medical relief are 
on an average much more difficult of access and, therefore, more 
costly to be availed of, for the rural population than for the urban 
population. Even if a small proporation of agriculturists' sons receive 
higher education today, that at least these few receive it and that the 
possibilities exist, is itself an .important social fact. The closing of 
the opportunities through the operation of the ceiling must have a 
highly disheartening influence ,on rural society. The only remedy is 
to have a fully worked' out system through which educational, medical 
and all other public social services are made available to agriculturists 
and their families in spite of the operation of the ceiling. This would 
mean a programme of spreading the facilities more widely and a 
system of subsidies, scholarships, etc,. which makes it possible for 
advantage to be taken of them by those in the low income brackets . 

• 
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It is obvious that it is highly unfair to operate a ceiling unless these 
needed measures are completed. 

The above represents, in brief, certain important considerations 
why prescribing of a land ceiling appears at this time inopportune 
and premature. Even the basic approach is unfair to agriculturists. 
This appears from several suggestions relating to the exclusions or 
exemptions from the operation of ceiling legislation which are cur
rently made. (a) One set of these suggestions relate to types of acti
vity in relation to land. Thus "dairy farming", "poultry farming" 
and ''breeding of livestock" are excluded from the definition of agri
culture and the growing of fruits or flowers or vegetables or betel 
leaves is exempted from the operation of the reform measure. It is 
difficult to understand the logic behind! the exclusions or the exemp
tions. Once the criterion of income is adopted, for determining the 
maximum extent of land surface to be exploited by anyone family 
for its living, it is difficult to see why one business should be excluded 
and not another. The growing of grass will be subject to ceiling but 
not the breeding of livestock ! And! what can make bananas exempt 
but not sugarcane, or betel leaves exempt and not tobacco? Except 
for favouring certain regions and classes or unnecessarily and' un
econoInf"cally diverting land from certain purposes to ot;hers, it is not 
seen what useful purpose will be achieved by such exclusions or ex
emptions. That most of the activities to which the ceilling win not 
apply belong to categories in which the urban and non-peasant ele
ments are likely chiefly to engage, makes them alI the more objection
able. (b) A suggested exemption which is even more highly objection
able appears to be that proposed in favour of industrial and! commer
cial undertakings. The only possible justification for this exemption 
may be the argument that such undertakings have sunk considerable 
capital in developing land and are efficient producers. If this is the 
argument, it is amazing that it should be applied only to non-agricul
turists and not to agriCUlturists. There are hund'reds of farmers who 
have made very large investments in developing their lands and who, 
by any test, will be found to be efficient farmers. Their investment 
wiU be disturbed and their holdings will be cut up, only because t~ey 
are not connected with commerce and industry. 

It would appear from suggested exemptions and exclusions that 
a user of agricultural land who is connected with urban type of acti
vities or with commerce and industry becomes privileged and it is 
only the agriculturist who is discriminated against. This is amazing 
topsyturvydom. The usual j'1lstification for the ceiling is that agricul
turalland is highly limited in supply while those living by agriculture 
very numerous. The need for some redistribution is, therefore, urgent. 
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On this reasoning, it is obviously those who are engaged in the highly 
remunerative and fully open urban activities and in commerce and 
industry whose holdings should become first subject to redistribution. 
The ceiling will reduce opportunities open to rural families in a 
number of directions; by making it impossible for any of them to 
gain in money power it will make them liable to exploitation by those 
who have money power. The least that can then be expected, is that 
opportunities of production in relation to land and also of any trade, 
processing, etc. of the produce of agriculture will be preserved for the 
rural people and that those connected with commerce and industry 
will not be aHowed to encroach on this field. The logical step would 
be, not to exempt those from commerce and industry from the opera
tion of the ceiling but, to suggest that anybody, who has an income 
higher than the ceiling income from pursuits other than agriculture, 
is not allowed to hold any agricultural land whatsoever. 

Even if all the above is accepted there might be reluctance on the 
part of a large number of public men to oppose a reform measure that 
has been accepted as "progressive". It is, therefore, necessary to con
sider what alternative measures could be devised to meet the major 
objectives which a land ceiling is intended to achieve. The problem 
may be considered in two different contexts: (i) irrigated and inten
sive agriculture and (ii) extensive agriculture. In the former, the 
area of individual holdings is not large and the large income yielding 
units are usually efficiently managed. Here, the ceiling would not 
yield a large surplus area and would disturb well organised units in 
which there has been large investment. The most important desirable 
step, in this case, is to bring all agricultural incomes and property 
within the scope of direct taxation by the State. This has, indeed, 
been long overdue and the Government of Bombay should have done 
this, when it had the opportunity, soon after the reorganisation of the 
State. The second step that could be taken is to revise the existing 
distribution of water from public irrigation systems and other sour
ces. Because of a number of developments in the past, there has been 
undue concentration of this water in the hands of a few big holders,
individuals and companies. The existing distribution could be revised, 
after due notice, so that no family or establishment gets, after the 
revision, more than a given quantum of benefit from public water sour
ces. In relation to extensive agriculture, it is complained that large 
areas have been concentrated in a few hands who do not and cannot 
manage them economically. In this instance, it is possible to introduce 
by legislation the idea of a minimum standard of efficiency of land-use. 
This has been advocated by the Land Reform Panel of the Planning 
Commission and its application would place into the hands of the 
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State the inefficiently managed areas, large or small, dry or 
irrigated. 

The measures suggested above would mitigate the effects of con
centration of resources. The other aspect of land reform is reorganisa
tion for the purpose of increasing productive efficiency. This is, in the 

\ 

main, a problem regarding uneconomic holdings. In this context, 
there appears no alternative to, State sponsored and aided, co-opera
tive farming. The main lack, so far, has been a properly planned pro
gramme of experimentation in co-operative farming. This should be 
undertaken immediately. Side by side, thought should also be given 
to ways in which the process of consolidation of holdings could be 
greatly expedited. 

The land ceiling proposal raises, thus, a large number of complex 
issues and affects vitally the whole course of the future development 
of our society. I would earnestly appeal to all concerned to give to 
these the serious, unprejudiced consideration they deserve and to 
formulate a total, well-phased programme for attaining the generally 
accepted objectives. 



CROP LOANSYSTEM* 

THE following 'note discusses, iIi brief, a 'number of issues of policy 
whic.h it is apparent are emerging in CO-ioperative developments in 
India. Beginning may be made with considering problems arising out 
of the concept of the crop loan and its definition and implementation. 
It should be noted that the crop loan emerged as a device which could 
take co-operative credit a step beyond the stage which it had reached 
previously. At this earlier stage, whether explicitly related to the 
value of owned land or not, the credit of a cultivator depended largely 
on his real assets and the loan was madre for a twelve-month period 
and was annually renewable. There was no explicit linking of the loan 
or its size to the purpose of utilisation; also fairly severe limits on 
loans to individuals and to societies as a whole were laid down. The 
result, almost universally, was that in no case could the credit exten
ded by co-operative societies to an individual member serve his needs 
fully. The co-operative credit system could not, in the circumstances, 
hope to replace, even theoretically, the moneylender-trader system. 

The crop loan sought to transform the situation in two directions. 
Firstly by shifting the emphasis from real property to the crop as 
security, it brought in even pure tenants as potential borrowers. 
Second·ly, by relating the size of the loan to the requirements of busi
ness it emphasises productive purpose. Incidentally it did away with 
the older, highly restrictive limits on credits to individuals and socie
ties. The new basis, however, resulted in an exclusive emphasis on 
the requirements of porduction credit and benefited most those class
es and groups whose requirements of this type of credit were relative
ly large. Therefore, in considering the operation of the existing crop 
loan system, it is necessary to distinguish between defeets which are 
inherent in it andl those that are incidental to the operation of the 
system and are, therefore, remediable. 

In relation to the latter type, the main problems are of ensuring 
that the loan is used for the purpose for which it is granted and that 
repayment is assured at the time of or soon after the disposal of the 
crop on which the loan is secured. The system of giving a large part 
of the loan in kind is part of the design to ensure proper utilisation. 
Theoretically, it should not matter if a cultivator uses any part of 

* A note written in September 1968. 
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the total resources available to him for either production or consum
ption needs as long as both are satisfied. The objection to the entire 
loan being given in cash lies in the danger of insufficient resources 
being utilised in production, through diversion to non-production 
needs. The successful formulation of a system of instalments, in kind 
of crop loans assumes the possibility of isolating items of production 
inputs which are universally required and whose normal level could 
be generalised and incorporated into a system. It further raises the 
problem of ensuring timely supply from reliable sources. The cash 
and kind division also leads to the concept of instalment. This is 
itself another device to secure proper utilisation. However, the divic 
sion of a loan into cash and kind components which are themselves 
given in instalments implies a close adaptation of that division and 
instalments to requirements of cultivation and an efficient operation 
of the administrative loaning and supply system. Thus the crop loan 
system, whatever its originating impulse, becomes with proper deve
lopment an elabOrate system which goes far in the direction of super
vised credit. 

On the sipe of repayments, the crop loan implies establishment of 
congruence between maturity and disposal of crop and the; recovery of 
the corresponding part of the loan. As the charge is on the crop the 
repayment has to be closely linked with disposal of the crop. Where 
such Ji.nkage is possible within the overall cooperative system, the 
crop loan system can work fairly successfully. Where this is not so, 
there should at least be a 10giJcai insistence on repayment of an appro
priate part of the loan at a time not too di~nt from the time of the 
disposal of the crop on the security of which such loan was extended. 

Logically, a developed crop loan system thus involves a full analy
sis of the credit requirements of a cultivator according to crops, times 
and types; an appropriate administration of the cash and kind supply 
and recovery through sales or immediately after. If such a. system can 
be administered in the required detail it wouldi also make available 
data neded for its proper structuring and also data needed for con
tinuous agricultural and operational improvements. 

It has to be realised in fact that even in the case of the co-operative 
sugar factories, where all the conditions needed are satisfied, neither 
is the system operated! in detail nor are the data collected, analysed 
or utilised as required or desired. The main initial contribution of the 
crop loan system has been that of loosening the fetters of the older 
structure and enabling co-operatives to meet more fully the credit 
needs of the cultivators. In actual administration of the system, for 
the most part, the total borrowings continue to be treated as one lump 
sum, with little pretence at providing supply only when needed. On 
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the other hand, the recovery instead of being tied to each crop and 
its disposal is expected on the average at the end of the agricultural 
year. 

This should not lead one to ignore the very real advance in the 
functioning of co-operative credit brought about by the acceptance of 
the concept of the crop loan. An essential objective and stage in co
operative progress is the replacement of the moneylender-trader 
system. An effective inroad in the field occupied by that system was 
made possible through the crop loan idea. This enabled fairly adequate 
credit being given to large groups, such as substantial farmers of 
commercial crops and this made a d~nt in the moneylender-trader 
system of a size and quality which was otherwise unimaginable. 

This partial initial success of the crop loan system has itself brought 
into the forefront a large number I()f complex problems. The numer
ous defects pointed out in the operation of the C110P loan system all 
derive from insufficient progress in its logical implementation. 

The implementation requires that a fuller understanding of the 
implications of the crop loan system must be achieved among aU con
nected with the co-operative credit system, viz. among borrowers as 
well as among those who direct and conduct operations of financing 
agencies at all levels. Even more importantly, it requires considerable 
enlargement and improvement of the staff of the financing agencies. 
The required collection and field scrutiny of information, the prepara.
tion of elaborate indilvidual loan papers, the admi·nistration of loans 
and their recovery at appropriate periods would not be possible with
out this step being taken. This conclusion raises two important issues 
(1) whether the considerably increased expenditure on staff is finan
cially and otherwise possible for co-operative financial agencies at all 
levels and in alL tracts and (2) whether in the future development of 
the co-operative credit system the administrative tasks resulting from 
such elaboration could or should al1 be sustained by the co-operative 
financial agencies alone. Before dealing with these issues it may be 
useful to turn to problems outside the strict application of the crop 
loan system. 

The report of the Committee of Direction of the Rural Credit Sur
vey of the Reserve Bank of India, on which present policies are large
ly based, did not adequately deal with a set of questions, In the main, 
these are the problems of subsistence of uneconomic farmers, the 
problem of consumption loans and the problem of the co-operatively 
backward states. An important finding of the Rural Credit Survey 
was that the larger and the more intensively developed the agricul~ 
tural production activity of the cultivator, the larger proportionately 
was his need. for production credit. The crop loan system eoulp, on 
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this account, meet more or less fully the needs of the more substantial 
cultivators in most areas, where important commercial crops were 
grown. This class of culitvators had usually some resources of their 
own and the crop loan limit for them worked out on a generous enough 
scale, to satisfy all normal credit needs. The manner in which the 
shareholding contributions by cultivators to a number of processing 
factories in Maharasbtra were met through crop loans indicates the 
extent of the margin which, on an average was made available, through 
crop loan limits to substantial cultivators. On the other hand, the 
smaller cultivator and the cultivators who grew the less costly crops, 
because of soil or climatic condition did not equally benefit from the . 
crop loan system. This was because production credit needs played a 
relatively small part in their total requirements of credit. 

The Rural Credit Survey Committee also ignored the distinction 
between the creditworthy and non-creditworthy farmers which had 
been drawn by the Agricultural Finance Sub-Committee of 1945. In 
doing this the Rural Credit Survey was following the example set by 
the Bombay State Co-operative Bank in its policy resolution of 1948. 
The distinction between the creditworthy and non-creditworthy made 
by the earlier committee is, no doubt, important; but it has significan
ce oniy-jfconcurrently a programme of rehabilitation of the non
creditworthy is devised and implemented' by the State. In the absence 
of such action, the distinction loses meaning because the' co-operative 
credit organisations themselves are in no position to undertake a re
habilitation programme or to give special assistance. The Board of 
the Bombay State Co-operative Bank was faced with this problem in 
1948 when it came to define the amount of loan to be advanced under 
the crop loan system to various classes of cultivators. In doing this 
through linking the quantum of the loan to the acreage under crops 
the Board decided not to exclude any farmer, however small. This 
was because the definition of a class of farmers below a certain level 
of holding etc. as non-creditworthy would only have resulted in deny
ing all credit to very large numbers of smaU holders. This would ob
viously have been unfair and contrary to co-operative developments so 
far. Therefore, no differentiation was made in the application of the 
crop loan system among the various types of cultivators by size of 
holding or business. 

Of course, the crop loan system itself led to wide variatfons in the 
amounts of crop loan to which an individJual farmer was entitled. The 
small holder got a loan which was related only to the small number 
of acres of his crop acreage, and' if he grew only cereal and pulse 
crops, the amount of the crop loan to which he was entitled was 
small indeed. It was presumably argued' that this small wan even the 
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uneconomic farmer would be able to repay. The natural consequence 
of this arrangement, to which, however, not sufficient attention was 
given, was that the c.redit obtained by these clagses of cultivators was 
very inadequate. For requtrements of credit other than those for agri
cultural production the crop loan system made no provision. There
fore, this system, however elaborately or properly administered, 
could not deal adequately with the credit problem of these classes of 
cultivators. The Rural Credit Survey did pay some attention to con
sumption aspects, but the recommendations that it made, viz. that of 
practices modelled on the Chit Fund were obviously not likely to 
meet the needs of the rural small farming community. It shouM', there-

- fore, be not a matter of surprise that present policies are found to be 
inadequate to deal with what have been termed the weaker sections 
of the community. 

The crop loan evaluation committee of the Bombay State Co-opera
tive Bank tried to get over, in part, the difficulty by expressly including 
expenditure on subsistence of the farm family during the off-season 
as a part of the overall crop loan limit. This was tantamount to broad
ening the concept of the crop loan and almost to changing its 
character. It can be argued that if a farm family incurred cash out
lay to feed itself during the off-season, this was as essential to grow
ing the crop as any production expenditure. Moreover, if this neces
sary outlay led the family to contract debt from another credit agtmcy, 
the operation of the crop loan system was put in danger. However, 
the acceptance of such reasoning meant adopting a view of the crop 
loan which related the loan to the broader requirements of the farm 
family rather than to the direct production credit required by the 
crop. Another problem raised by this procedure was the relation bet
ween the loan and the proceeds obtained through sale of crops. As 
long as the crop loan was strictly limited to the direct inputs required 
for growing the crop, the presumption was that the total varue of 
the crop would be normally much higher than the crop loan limit. 
Once other expenditure such as that on subsistence of the family are 
counted in, the assumption can no longer be reg>arded as generally 
valid'. 

If the co-operative structure is to fully serve the smanor unecono
mic farmer class and to liberate it from the moneylender-trader 
system, it must make credit available for aU the production and con
sumption needs of the farm family. However, if this is done, the 
security and repayment base of the crop loan system become non
applicable; for example, it is highly unlikely that the proceeds of 
sale of farm produce by the small farmer willl cover his totaL require
ments of credit. However, it is equally true that no aliternative base 
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is readily available, at least not one that can be put in a generalised 
form. The difficulties are obvious. The small or uneconomic farmer, 
almost by definition, is not only an agriculturist producer but also 
obtains income from a variety of othe~ resources. Neither supply nor 
recovery of the loan is in this case related to the comparatively simple 
calculations regarding type of crop grown and its returns, which can 
be put into average generalised forms. The problem would be less 
difficult, if the, other resources of income could also, iIn some way 
or another, be linked with the operation of the co-operative organisa
tions. If the supplementatY income sources were, for example, live
stock or artisan industry, a separate assessment of requirements and 
possibilities of repayments could be made for each activity and com
lJined together. (This would, of course, require detailed individual 
IIssessment and programming.) lWhere the other source of income 
is wage income or remittance, its definition and evaluation become 
much more difficult. The financial problem of the weaker sections of 
the rural community then becomes in large part the problem of con
sumption finance of wage earning classes. As defined above, it is also 
the problem of production finance of miscellaneous activities about 
:whom no generalised prooedure can be formulated. It is thus not only 
fraught J¥ith more risk but requires for administration a much more 
detailed -and individualistic approach. In a sense therefore, develop
~ents required for this purpose are. in the same direction of super
vised individual credit. Ultimately" the only development that can 
help substantially in this matter is a more close-Qrnit organisation of 
the. weaker sections themselves such as of the small fa<rmers in types 
of co-operative farming ,0,1" co-operative. bullock or labour sharing 
units and of wage earners in ,labour contract, etc. societies. The only 
sure way of helping weaker sections of the community is trying to 
~pread the. network of oo,operative prodUction and labour activity 
among these weaker sectiOns. : 
,.., Even apart from the special needs of the sman farmer, the pro
blem of consumption credit needs now to be tackled explicitly by all 
financing agencies. It maybe recognized that the only base for such 
credit is that of actualor.,potimtial savings. No system can be built 
in rural India on expectation of. voluntary savings. However, it may 
be noted that it is now a general practice for co-operative financing 
organisations to make regular deductions for contributions to capital. 
On the analogy of these; 'in· addition to or in part replacement of 
these, compulsory non.withdrawable deposits could be created. A cer
tain measure of consumption credilt could be given on the ultimate 
security of such deposits. Such a devioe is necessary even for the more 
$ubstantial farmers fo!, the period for which a farmer is not entitled 
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to draw on production credit lines. This does not mean that the em
phasis on production needs or objectives is forgotten or lessened, but 
that it is recognized that a credit aystem which claims to be universal 
must provide within itself for all needs in a systematic manner. 

Attention may be paid at this stage, to the problem of overdues 
which is engaging greater and greater attention in recent years. 
There are two aspects of this question which need to be consid~red. 
In relation to the crop loan system there is the problem of the failure 
of the crop. This problem, it has become clear duri~g the last ten 
years, is of serious dimensions in parts of Maharashtra. In a number 
of districts, crops have failed in certsin areas in successive years, 
With such failure full recovery of loans becomes difficult. It is inevi
table that the greater the progress made by co-operatives towards 
supplying adequate finance, the greater will be the extent of non
repayment in the event of failure of a crop. As yet no procedures have 
been fully established to deal with this question. It is necessary to 
elaborate these procedures and to arrange both for proper enquil'Y, 
and a prompt extension of relief iIn the event of a significantly seri
ous failure of any crop. The better such a system of relief is, the more 
insistent can be the demand' of fullest repayment in normal circum
stances. 

A question which has never yet been considered in this context, is 
the possib~lity of a measure of relief extending beyond postponement 
of repayment. Co-operative banks and societies are expected to look 
specially after the weaker among their members. At present, co
operative banks give rebate to good customers and this is right. They 
yet do not give any rebate in interest to those who are visited with 
failure of crops in successive years. It would at least serve as a valu
able gesture if it was possible to do something in this direction in the 
more serious cases. The risk fund neces$ry to give more substan
tial reldef in the worst cases to wliich the Rural Credit Survey Com
mittee referred needs also to be set up especially in Maharashtra. 

The other point that needs consideration in connection with cur
rent overd'ues is the concept of complete repayment at a point of time 
with reference to which overdues are defined. It was no doubt neces
sary in the earlier stages of the development of the ·c~perative 
movement to guarantee that at an appropriate time in the year the 
cultivator Wiorked . off his loan completely. It is also proper that the 
practice of fictitious repayments and early renewal is discouraged 
However, when the co-operative becomes the only source of finance 
for a farm family and when the total loan operations become large 
the question may be raised as to whether it is proper to expect that 
an account will be completely cleared at one particular point in the 
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year. It is necessary in this context, to took realistically, at receipts 
and expenditure flows in the economy of the individual cultivator. If 
during the production season the borrowings and the production out
lay of the cultivator are increasing, at the end of production season 
he has not only the repayment but the accumulated consumption ex
penditure needs to meet. It is well known how consumption outlays in 
rural India go up in the post-harvest seasons. If the co-operative 
system, in fact, fully finances the cultivators, the outlays on consump
tion needs which he has, in part to meet, out of the proceeds of sales 
of crops are a feature for which some allowance must also be made. 
Suppose, for example, that in a fully elaborate system of supervised 
credit allowance is made for a certain outlay on important consump
tion items by the farmer in addition to his requirements for different 
production purposes it would then happen that at no time in the year, 
would his account ever be brought to zero. The banking account of a 
company with continuous production operations, is never expected to 
be fully repaid_at anyone point of time. A good banker watches the 

. accounts to see that they are active in an appropriate manner and 
that in the slack season, if there is one, outstandings are brought 
down fairly low. There is, however, no insistence on complete clear
ing oJ. .debts in the renewable limits. When progress is made in the 
direction of giving full credit and covering consumption needs to
gether with production needs a revised view of definition of overdues 
may have to be taken. The present formula of complete repayment 
leads to the need of artificial adjustments in many cases and, there
fore, a more satisfactory index of the behaviour of accounts may have 
to be established. This again is something,. which indicates the need 
for a greater elaboration of administration of credit in the direction 
of supervised individual credit. 

It will be evident from the above that I do not take an alarmist view 
of the increase in the volume of credit and do not agree with the posi
tion that it is necessary to withdraw from the crop loan concept. 
Current developments may have some undesirable features but they 
are basically in the right directions. At the same time, they present a 
challenge and the challenge can be met only by thinking out carefully 
in advance the principles and procedures of future action. As set 
out above the main requirements are a fully elaborate implementa
tion of the crop loan system and a comprehensive definition of 
co-operative credit which will take account of all needs of all classes. 
It has, further, been indicated that these developments are possible 
only if a much more detailed administration and supervision of credit 
reaching down to the individual family, is provided. Experiments with 
some variations on the crop loan theme are being currently made in 
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some districts of Maharashtra. These relate chiefly to an increase 
or decrease of the crop loan limit in individual case to bring about a 
closer linking of co-operative credit with marketing. This together 
with increase in the number of processing units may l\elp better per
formance. There is also the possibility, in some areas in Maharashtra, 
particularly in the areas of co-operative sugar factories, not only to 
elaborate the working of the crop loan system but also to watch close
ly its effects on production and to use it as incentive to greater 
productive effort. However, all this experimentation has scope 
chiefly in areas of intensive cultivation of commercial crops and will 
not help to solve the problems of the uneconomic farmers and of the 
predominantly foodgrain areas. Moreover, in these latter contexts and 
areas the resources of the financing agencies, both the primary 
societies and the District Central Banks, are among the lowest. 

Appreciation of this situation raises the issue of the extent to 
which financial agencies can, and may be expected to, act by them
selves in further elaboration and experimentation. The development 
of a detailed system of supervised individual credit has significance 
not only for financial operations but also for the entire process of de
velopment planning. Therefore, all agencies must help in an appro
priate manner in the process. In this context, beginnings have been 
made in Maharashtra in two directions; firstly, in the joint planning 
and implementation of annual targets by the co-operative depart
ment and the co-operative banks. Secondly, attempts are being made 
to coordinate fully the work of the co-operative central banks and the 
co-operative land development banks. But the work must go much far
ther. It must take in all development agencies in the field at the block 
and the district levels. Theoretically, something of this sort is pre
sumably being attempted in the package district plans. In practice, 
very little has been accomplished anywhere. The view still appears 
general that making a large loan is a development activity, while re
covery is a purely financial one. Unless this attitude is changed and 
the total operations of the financial system are looked upon as inte
gral to the development plan and a shared responsibility of all no 
further progress appears possible. Also, it is only in this manner that 
the personnel required for the working of an elaborate system of 
supervised credit could be made available. 

All the above assumes a certain minimum development of the co
operative structure. Admittedly, this is non-existent in a number t){ 

states in India. The problem of future developments in these states 
must be considered, at least initially, somewhat apart from the pro
gramme sketched above. It must be considered a serious lacuna in the 
post-R. C. S. programme and perhaps of the R. C. S. recommenda-
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tions themselves that this problem was not separately tackled. The 
main difficulty in this context is the great weakness of the primaries. 
Therefore, beginning has to be made with building the structure, so 
to say, from the top. The situation has, so far, led merely to perpe
tuation of the control of co-operatives at aLl levels by the state and 
its officials. A break-through requires conceptualization of an alter
native practicable approach. I have not sufficient knowledge of con
ditions in these states to think through this problem. However, I shall 
put forward an idea merely to illustrate what I mean by an alter
native approach. It may, for example, be taken for granted that it is 
impossible at this stage to build up directly co-operative primaries in 
sufficient numbers. In this case, the District Central Bank may be 
taken as the initial operative unit on building up which energies are 
concentrated. The main and vital requirement is that this should be 
attempted to be directly built as a genuine co-operative organi
zation. And it should be the main task of this organization 
to promote, supervise and direct the operations of primaries so that· 
they grow up in time as genuine co-operative organizations. In the 
transition stage, as happened in all states formerly, the central bank 
could deal-even with individual cultivators in the absence of a proper 
primary structure. A good deal of improvisation and unorthodoxy 
may b6 permitted provided a genuine co-operative nucleus is created 
and it works in the direction of proliferation of its activities. Without 
some such operastional approach and concept the present stalemate in 
many states appears likely to continue indefinitely. . 

Finally, some observations may be made in relation to the role of 
the Reserve Bank in future developments. The Reserve Bank has been 
an active agent in promoting the development of co-operative organi
zations during the last decade. It has done this according to a set 
pattern and throllgh its inspecting mechanism and the terms and 
conditions of its financial assistance. The success achieved has been 
remarkable but it appears as if the limit of advance according to 
this pattern, through these means has been almost reached. Those 
who shape co-operative policy of the Reserve Bank have to address 
themselves to two sets of questions. Firstly, what is the new orienta
tion of policy to be. This has to be decided jointly by non-official co
operative opinion and the authorities, 'Viz. the governments of the 
Union and States and the Reserve Bank. The present note has been 
chiefly concerned with problems of future policy. 

The second issue, which must be determined mainly by the Reserve 
Bank itself, relates to the change in the approach and methods of the 
Bank. On this only some generai ilbservations . can be usefully made. 
Firstly, it appears clear that it is no longer appropriate to adopt and 
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operate a uriiform all-India policy. Possibly, adoption of some aspects 
of even the earlier programme, e.g., the large sized society, was too 
generalized. Henceforth, different programmes of action mUlSt be 
evolved for different states in accordance with their existing condi
tion, and the history of the last decade. This will be possible only with 
a changed approach on the part of the Reserve Bank and its officials. 
Today, the co-operative organization and governments of states study 
the terms and conditions of loans etc. assistance of the Reserve Bank 
only for achieving the greatest formal compliance so as to obtain the 
largest measure of assistance. The Reserve Bank is able to do little 
even if it is fully aware of the frequent large difference between the 
reality and the facade. The situation can be met only if there is real 
understanding between the Bank and the non-official co-operation and 
governments of states. No doubt a general framework of policy and of 
generally applicable terms and conditions of financial assistance will 
have to be retained. But within this broad frame, programmes of 

. immediate action for each individual state or region will have to be 
formulated and for implementing these, appropriate short term ad
justments in the general scheme will have to be offered or allowed 
in individual cases. Reserve Bank officials must have informal con
tacts with and intimwte knowledge of those in charge of co-operative 
organizations and must be able to function in an informal advisory 
capacity. Two recent developments in Reserve Bank policy appear 
to militate against this d~velopment. One is the reported decision of 
the Bank to keep on insisting on government guarantee to the largest 
extent possible. This will mean continued dependence on state govern
ments for co-operative organizations. The Reserve Bank cannot effec
tively encourage genuine co-operative developments in this context. 
What is called for, in effect, is for the Reserve Bank to act to mini
mise the dependence of co-operatives on the state and its officials. 
Secondly, the Reserve Bank must be more ready to loan out officials on 
deputation for work in key co-opetative organisations in all states 
when requests are made for their services. The advice of Reserve 
Bank officials will carry weight only to the extent that it is backed 
by some genuine practical experience. Also, informal contacts will 
be made all the easier by such exchange. In aU the co-operatively 
underdeveloped states it is necessary today to create immediately a 
small number of nuclei of genuine co-operative organization and to 
try and extend rapidly the influence and numbers of these. How to do 
this in each particular situation is a matter of detailed study and the 
Reserve Bank must play its part in this study and in the subsequent 
appropriate action programme indicated by it. 



A SUGAR POLICY FOR INDIA* 

A LONG-TERM view of sugar policy has long been overdue in India. 
It is no exaggeration to say that during the last fifteen years, official 
policy has been shaped almost exclusively by short-term considera
tions. As a result, government action has, more often than not, accen
tuated existing fluctuations and added to the difficulties of the current 
situation. This could have been avoided if, instead, government bad a 
formulation of long-term policy as a continuous frame of reference. 
I do not suggest that it is possible, at any point of time, to make con
fidently a fulI projection of the situation for the next, say, ten years 
and hold rigidly to such projection, in subsequent changing situ
ations. However, even when fulI allowance is made for the element 
of uncertainty and the need for readiness to adapt, it still remains 
true that . no effective planning is possible without a long-term base 
for polfcy. Realising fully the risks involved in attempting to sketch 
the elements of such a policy, I still attempt it at this time, because 1 
consider that a public discussion on this important subject must get 
started. I, therefore, venture to offer a personal view of the problem, 
if only for the purpose of being shot at and criticised by others. 

Since 1950-51, the area under sugar-cane in the country has in
creased considerably and! the proportion of sugar-cane used for 
making sugar has also increased~ However, the increases in the area 
under sugar-cane and in the proportion of sugar-cane used for 
making sugar have neither been continuous nor uniform and have, in 
fact, been subject to fairly large fluctuations from year to year. The 
yield of sugar-cane has at the same time been highly subject to the 
influence of climatic conditions. As a result, the total volume of sugar
cane produced and the quantity of sugar' manufactured, though ex
hibiting a secular upward trend, have varied considerably from year 
to year. The prices of sugar-cane have been, for the most part, relati
vely profitable since 1953-54. On the other hand, the profitability of 
the manufacture of sugar and the relative profitability of the price 
offered by sugar manufacturers to producers of sugar-cane as com
pared with the profits of the manufacture of gur and khandsari have 
fluctuated greatly, chiefly because of the changing policies of 
government. 

• Opinion, Vol. IV, No. 38, January 28, 1964, PP. 7-12. 
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Table 1: AREA UNDER SUGARCANE, PRODUCTION AND CONSUMPTION 
OF SUGARCANE, SUGAR AND GUR IN INDIA 

(Area in thousand acres and production in thousand tonnes) 

A.rea Produc- Sugor Produc- Intenrol Produc-
under tion of CQne used tion of consump- tion of 

Year sugar- sugar- for sugar sugor tlon of Gur 
cane cane produc- sugor 

tion 

1951)-51 4214 57079 11147 1118 3306 
1951-52 4792 61651 15743 1507 3292 
1951,-53 4376 53442 13384 1341 1657 2748 
1953-54 3498 44372 10092 1017 1836 2577 
1954-55 3994 57834 16267 1605 1750 3021 
1955-56 4564 60266 19171 1892 1971 3205 
1956-57 5057 68070 21080 2059 2013 3619 
1957-58 5080 69107 20065 1988 2075 3861 
1958-59 4836 72050 19797 1949 2113 4055 
1959-60 5220 76404 24811 2454 2052 3921 
1961)-61 5789 104122 29864 3028 2126 3421·· 
1961-62 5942 99853· 27937 2730 2584 
1961,-63 5489 91505· 2095t 

Sources : Indian Sugar published by Indian Sugar Mills Association. 
Sugar In India published by Economic & Statistical Adviser. Government 
of India. Original series converted to 000 metric tons. 

• Monthly Abstracts of Statistics published by C.S.O. November 1963 . 

t Monthly Abstracts of Statistics published by C. S. O. November 1963. 
excluding production for October 1963. 

•• Indian Sugar. Gur production data for 1950-51 to 1954-55 excluding 
Khandsari. figures for 1955-56 to 1959-60 include Khandsari sugar. 

It is possible to draw some broad conclusions on the basis of the 
experience of the last ten years. At present relative prices of sugar
cane, area under sugar-cane may continuously expand. There appears 
considerable margin for futllre expansion in the area; in particular, 
if account is taken of prospective increase in irrigated areas in penin
sular India. Further, it may be taken for granted that there is con
siderable scope for improving the production per acre and the quality 
of sugar-cane in the couniry and that with systematic efforts in this 
direction the production of sugar-cane in the more favoured areas 
in the country, will be on a level of efficiency comparable with the 
more advanced areas anywhere in the world. Experience with newly 
established units in the manufacture of sugar within the last decade 
shows that with some efforts in the direction of increased efficiency, 
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the cost of production of sugar in India will compare favourably with 
that of most established older sugar producers and exporters in the 
world market. The present consumption of sugar in India is at a low 
level. There is some evidence already of increasing demand even at 
relatively high prices and there appears considerable scope for further 
increase in domestic consumption. In the light of the general trend 
in the demand for sugar in the world, the prospects for the export of 
Indian sugar appear fair. Because of the need for establishing new 
staple lines for export for earning foreign exchange, it is urgently 
necessary to give full consideration, to the possibility of increasing 
sugar exports and maintaining them at a high level. In this connec
tion, the step taken by the government last year in experimenting 
with the production of raw sugar in India has proved to be of great 
importance. The feasibility of profitable production of raw sugar in 
India has now been established and there appears a prospective inter
national market for Indian raw sugar. 

In case these propositions are accepted, it follows that the long
term policy for sugar in India should aim at continuous encourage
ment of the expansion of cultivation of sugar - cane in the country 
and of increase in the capacity to manufacture sugar. In relation to 
the fiI'sto/lim, it does not appear necessary to adopt any novel measure. 
The present relative prices of sugar appear sufficient to establish the 
desirable secular trend in the increase in area under sugar - cane. In 
addition, it is necessary to undertake special intensive effort for the 
improv~ment of yields and quality of cane. The programmes in this 
behalf must be separately planned and must particularly distinguish 
between areas where present performances'are highly unsatisfactory 
and where they are relatively satisfactory. In relation to the produc
tion of sugar, it is necessary to have a long-term policy of steadily 

. increasing capacity and not to be deterred by events in individual 
years in the pursuit of this policy. The limiting consideration in this 
regard appears now to be the production capacity of domestic produ
cers of machinery for the manufacture of sugar. It is important to 
plan for a steady annual increase in the capacity of the sugar industry 
from the point of view of also keeping the manufacturers of sugar 
plants in steady employment. 

What are the problems that a steady implementation of such a 
long~term policy is likely to encounter ? A steady increase in the out
put of sugar may be interrupted either because of a bad season or 
because of a specially large diversion of sugar-cane to production of 
gur or khandsari. Policy cannot directly deal with seasonal condi
tions; there is no reason, however, why it should not be able to bring 
about and maintain an appropriate distrilbuiion of sugar-cane supply 
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between gur and khandsari producers on the one hand and manufac
turers of sugar on the other. It is necessary to realise that this pro
blem is on all fours with problems of production in other commodities 
which have been sought to be dealt with by the government and 
the Planning Commission under common production plans. We re
quire today a common production plan for gur, khandsari and sugar. 
The usual instrument so far used by the government in this domain 
of policy has been that of the variable excise. Excise is placed high 
or low relative to the advantage sought to be given to the traditional 
and the less mechanised forms of production in any sphere. Unfor
tunately, sugar-cane distribution has not yet been visualised as a 
problem of this type with the result that whereas the manufacture 
of sugar is subjected to extremely heavy taxation in terms of excise 
and other cesses, the manufacture of gur and khandsari is almost 
entirely free. Also there is no uniform policy in this matter and the 
measures especially in relation to manufacture of gur vary from 
state to state. The common investment and production plans for sugar 
cannot, however, be properly sustained in the face of such variations. 

There is, at least, a twofold relation between the prices of gur 
and sugar. In the first instance movements in the price of sugar 
appear to affect directly movements in the price of gur. Not only are 
the movements of the two sets of prices in the same direction but 
also the ranges of variations are largely similar. Further in most 
movements, sugar prices appear as ]ieaders. Secondly, the supply of 
sugar-cane for manufacture of gur is, to a considerable extent, affect
ed by the relation between the prices of gur and the prices that the 
manufacturers of sugar pay to producers of sugar-cane. The relation 
between these two, established at any time, is likely to be disturbed 
by two sets of contrary movements; either by a slump in the price of 
gur or by a sharp rise in the retail price of sugar ind ucing an equally 
sharp rise in the price of gur which rise is, however, not reflected in 
the price offered by manufacturers of sugar to producers of sugar
cane. In view of these established relations, it is impossible for the 
government to neglect the problem of prices of gur. If, because of 
inadequate supply of sugar-cane, the production of sugar becomes low, 
prices at retail of sugar increase; an increase in the price of sugar 
forces upward the price of gur which by making gur making more 
profitable to producers of sugar-cane further affects the supply of 
sugar-cane to sugar manufacturers. Thus a vicious circle is set up 
which it is difficult to break through. 

High taxation of sugar has been justified on the ground that the 
poorer classes in rural areas as well as in urban areas in some states 
are chiefly consumers of gur. Sugar in Indian consumption scales is 
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Table 2: ECONOMIC ADVISER'S INDEX NUMBER FOR SUGAR AND GUR 

PRICES 

(1952-53 = 100) 

Year Sugar Price Irufex Gur Price Index 

1950-51 108 118 
1951-52 109 77 

1952-53 100 100 

1953-54 109 103 
1954-55 100 60 

1955-56 94 95 
1956-57 102 105 

1957-58 118 122 
1958-59 121 148 
1959-60 127 152 
19~1_ 127 121 
1961-62 128 135 
1962-63 134 197 

1. Yllarly average values refer to sugar season November to October. The yearly 
averages aro obtained from monthly series quoted in R.B.!. Bulletins. 

2. Sugar Price Index for 1953-54 and 1954-55 are estimates. For 1952-53 from 
February to October, the figures are estimates. 

3' Gur Price Index for 1952-53, 1953-54 and 1954-55 include estimates in some 
monthly figure. quoted. 

thus classed as a semi-luxury. However, a regime of high prices of 
sugar with low prices for gur is now seen to be impossible to achieve 
and maintain. Therefore, the government must realise that its ideas 
relating to the proper price level for gur must be allowed to influence 
the policy relating to the price at retail of sugar. 

It further follows that the government must have a controlling 
device through which it can regulate not only the variations in the 
price of gur but also the relative profitability for producers of sugar
cane of manufacturing gur at given prices of gur. As pointed out 
above, the usual practicable device is a tax element which could ulti
mately affect the price obtained for sugar-cane. I need not enter into 
the question of the nature of this device or the range of its applicabi
lity. I would merely emphasize that the policy aims I have in view 
are, some uniformity in regulatory policy relating to gur price and 
production, and the ability to ibring about a measure of parity in 
producers' prices of sugar-cane for any type of end-product without 
at the same time permanently forcing high the level of prices of gur. 
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The other important problems which policy makers haV'e to tackle 
is the adjustment of a fluctuating supply to demand. It must be taken 
for granted that the total production of sugar in the country wHi be 
subject to considerable variations even after the problem of gur has 
been relatively satisfactorily tackled. I have suggested that we should 
aim at a fairly large and increasing volume of exports of sugar. The 
establishment of the production and export of raw sugar offers a 
proper base for the building of export policy. A long-term export 
policy assumes a minimum quota of production for export. It is only 
on the basis of such a quota that long-term contracts for exports of 
sugar can be negotiated. However, the operation of such a policy re
quires ability to project, well in advance of any season, the supply 
of and demand for sugar in the internal market. Only if this is done 
can the export market, above the minimum, serve somewhat as a 
cushion in relation to domestic supplies. Also this is necessary for a 
plan of rational and specialised production of raw sugar. 

Table 3: ANNUAL SUGAR EXPORTS FROM INDIA 

Year 

195()-51 
1951-52 
1952-53 
1953-54 
1954--55 
1955-56 
1956-57 

1957-58 
1958-59 
1959-60 
196()-61 
1961-62 
1962-63 

Sugar Exports 
(Metric Tons) 

2295· 

314 
14756 

21795 
149747 
38725 
17448 
99258 

406421 
429092·· 

Source: Indian Sugar Industry Annual, 1961, edited by M. P. Gandhi. 
• Accounts relating to the Foreign Sea and Air Borne Trade and Naviga

tion of India, Ministry of Commerce and Industry. Includes sugars of 
various standards and molasess (palmyr and Our Jaggary). 

•• From Monthly Abstract of Statistics Vol. 16 No.6, Department of 
Statistics, Contral Statistical Organization, Now Delbi. 

It may be assumed that with established relations and some Jong
term contracts the international market will be able to absorb Indian 
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exports with a given degree of variability. It is obvious that one 
must be prepared to experience somewhat large variations in prices 
received in this market. These may, however, average out fairly in 
the long run. 

Even with the development of an export market !\upplies avail
able in the internal market will not be full'y under control and given 
the unpredictability of internal demand the relation between internal 
demand and supply may be subject to severe strains in particular 
years. This means that the long-term policy for sugar must provide 
for the creation of a distributive agency which is able to manage, 
within Iimirts, the fluctuations in the relation of internal demand to 
supply from year to year. And this must be built up as a normal 
enduring mechanism. In the absence of such mechanism to deal with 
annual variations a steady implementation of a consistent long-term 
policy will not be possible. 

I should like to emphasise that all that I have suggested here re
quires the creation of no new machinery, the adoption of no new 
policy measures or the imposition of no new restraints or regulations. 
Control over _sales by manufacturers of sugar has been in continuous 
operation for years. Ex-factory prices of sugar have been often under 
formal- Or informal control. There is also currently in operation 
throughout the country some system or systems of distribution of 
sugar to the ultimate consumer and an attempt at control of prices 
at retail. During the past decade many types of regulations and con
trols have been often imposed and then taken away without allow
ing time for or even making an attempt in the direction of creating 
an efficient structure for the distribution of sugar. Not only has the 
;p;olicy been made in the short-term but agencies have been created 
at short notice and for short-terms. The hasty implementation of ad 
hoc decisions and their quick abandonment has led to great loss of 
time and money and has left no lasting effects. 

My plea is essentially for looking at problems of production, plan
ning and export planning in India for key commodities like sugar 
as long-term problems which in their essential characteristics have 
come to stay with us. It is, therefore, best for the government to 
take the long-term view of these matters and to evolve policies, agen
cies and instrumentalities which will not only efficiently implement 
the long-term poliCies, but will also be found useful when changes in 
situations make it necessary to make radical adjustments in long and 
short-term policies. In this effort at regulated and orderly progress 
and in the furtherance of social objectives and national aims with 
which the co-operative sector is in fullest sympathy the National 
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Federation offers its services to government to the fullest possible 
extent. 

Another important aspect of long-term policy is the need for pro
viding adequate penalties and incentives within the policy for effi
cient production and economic operation. It is possible to point to a 
large number of aspects of present short-term arrangements which 
disregard this aspect. Only a carefully framed and consistent long
term policy can properly provide for these and this should be done as 
soon and as effectively as possible, 



PRICE POLICY FOR FOODGRAINS : ITS IMPLICATIONS· 

IT would be useful to begin by considering how it is supposed that 
the market in foodgrains works. The main motivalting factor in 
keeping in operation private trade in foodgrains would be the pro
spect of making a profitable living out of the trade. But the social 
justification for the system is thatt it enables supplies to be distributed 
continuously and evenly in time and space and to bring about some 
equilibrium between changing demand iIIJlQ changing supply. In 
passing a judgement on the operations of the private trader, in this 
context, it is necessary to remember that the chief way in which he 
can perform khis social function is by varying prices and supplies at 
given locations and at given time in consonance with his judgement 
of variations of demand and of supply. The trading system operates 
through the-convergence of the effects of judgements of innumerable 
traders belonging to various strata at various locations and at dliffe
rent times. There is no provision in the trading system for taking an 
overall view or distinguishing between what may be called the long 
and the short run. All decisions are essentially immediate or short
run decisions of individuals ~aken against the background of their 
own expectations, short or long. To blame traders, therefore, because 
they raise prices on becoming aware of scarce supplies, is wrong 
headed. 

The Market Process 

The market process of determining or making prices does not only 
reflect in a static manner existing relations of stocks to demand 
but also, and more importantly, it points, to desired' corrections in 
supply over time and space. The pricing process serves to initiate 
the corrections by indicating ~he extra margins to be earned through 
undertaking them. The continuous varrations in prices and the re
actions of individuals to them constitute the essentials of the price 
equilibrium system. When prices are fixed through the actions of 
the state, or a trade group the price variations which act as signals 
for variations in demand and supply are done away with. Conse
quently, the authority which attempts ·to fix prices must also provide 

• Th. ECOIIOmic W •• klll, Vol. XVI, No. 39, September 26, 1964, pp. 1561-68. 
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a substitute mechanism for equating supply with demand. In the 
absence of such provision, constant and cumulative excesses in either 
direction may come about. 

Implications of Shortage 

This simplified account of the pricing process says nothing about 
its equitable operation, which depends essentially on the distribution 
of incomes in society. In a monetised market, demand which is not 
backed by purchasing power in money has no operative significance. 
Therefore, when shortages occur supply will flow to areas where 
demand is concentrated and is backed by relatively high money 
income and the poorer regions which are difficult of access will be 
faced with a physical lack of supply. Also, moving prices high enough 
to cut down sharply the consumption of the poorest is the only 
manner in which the market mechanism can meet a situation of pro
longed shortage. As pointed out above, there is no device within the 
trading system by which the syStem itself could do anything about 
such a situation. Moreover, if by any device, it was able to hold prices 
at levels lower than the equilibrium level this would create a problem 
of excess demand which could be met only by some scheme of autho
ritarian and regulated distribution. The food grains market in India 
is marked by high seasonality of supply, distances and difficulties re
lating to transport and storages and inelastic demand. In such a 
market temporary acute shortages may carry prices to very high 
levels at which they may tend to stick in even a mildly inflationary 
situation. 

It follows that in a country which is attempting to force the pace 
of development, there may always be an element of unsatisfied 
demand because of the increased rate of income generation and the 
trader may be able to take advantage of this situation. However, in 
such a context it is not the traders who are to blame, but rather the 
government which itself creates conditions under which traders can 
make extra profits and then does nothing to prevent traders from 
making that profit. 

Aotion At Two Leve1.'l 

I suppose that the new policy will not be based on any unreal 
assumptions and that there will be no expectation that the average 
trader will refrain from acting so as to make a high profit when he 
can do so legitimately, or even illegitimately, if there is little fear 
of being found out. In these circl,lmstances, the new policy will have 
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to give due attention to the effects on the operation of the market 
mechanism of the fixation of prices. Note will have to be taken 01 
these effects for planning action at two levels. Firstly, in the short 
run, maintenance of fixed prices over, say, a year involves maintain
ing fluctuations in them within a narrow margin in spite of variations 
in intensity of demand from place to place and day to day. This can 
be done only if government or the Corporation or its agents have 
enough supplies at their disposal to deploy suitably between places 
and to carry, spread adequately over the year. This requirement 
points to the futility of the belief that an authority can maintain fix
ed prices without acquiring control over ample stocks at harvest. 

The fixation of prices at a given level has also significance for the 
longer term equilibrium between demand and supply. It is likely that 
government policy wili favour a level of prices for consumers at 
which the demand wili be in excess of the total availablle supply. This 
may happen for either the supply of foodgrains as a whole and even 
more probably for the supply of a particular foodgrain. In such con
tingencies action in the direction of some regulated distribution of 
stocks wili have to be undertaken. This may vary from full rationing 
to controlied distribution, according to households, of limited quanti
ties through fair price shops. The need for such action may arise, 
even though the level of fixed prices is not specially low, booause of 
failures of expected supply during a particular period or at some 
places. Maintenance of fixed prices over time needs thus to be backed 
by reserve powers for requisitioning and for bringing about control
led distribution. The above further emphasizes the need for the 
abolition of zoning. Economic management with a smali margin is 
possible only if the area of operations is the largest possible. 

Zones Must Go 

On the basis of this summary analysis more specific observations . 
might be attempted. The fixation of prices of rice, if it is to have 
any meaning, will have to be done both comprehensively and elabo
rately, and it will have to be related to the objectives of total food 
policy vis-a-'Vis the cultivators on the one hand and the consumer on 
the other. The price for the cultivator can be a floor price; it can be 
a support price or it can be a standard' purchase price. I assume that 
government's intentions are no longer confined to maintaining a low 
floor to rice prices. 'Support prices' in the sense of highly flllVour
able prices may be ruled out in view of the total situation. I take it, 
therefore, that the prices that are sought to be fixed are standard 
purchase prices, thll-t i§ prices at' which the cultivator win. find it 
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profitable to sell, and yet on the basis of which the retail prices to 
the consumer will not be pushed very high. The fixation of such 
standard prices involves a large number of detailed practical pro
blems. Only the important ones ClIIlI be referred to here. 

It is assumed that progress will be made towards 'the abolition of 
zones. The l1bolition of zones would mean that a movement is set on 
foot towards equalisation of prices in India. The abolition of zones 
by themselves would not immediately or by itself bring about such 
equalisation. In the context of the new food policy, it would be 
important for government to define very carefuJly the extent of the 
operations aJlowed to the private trader. Will everybod!y be free to 
do trading as he likes or will only the holders of licences be able to 
seJl, purchase and seJl foodgrains, will the holder of particular 
types of licences be confined in their operations to particular 
grains, particular locations or regions or particular stages of whole
sale or retail trading etc.? Will a licence Ito purchase and sell mean 
also a licence to undertake the movement of foodgrains to any 
distance ? In this context, it appears logical to suggest that even 
with the abolition of zones, movement by rail, and possibly also by 
coastal shipping, of foodgrains should be denied to private trade. 
There are a number of reasons which can ,be adduced in justification 
of this measure. In the new situation government must have the 
ability to control the upsetting effects of sudden fluctuations in 
demand and supply and the speciaJly strong attraction of metro
politan centres; the control of movement by rail and coasta.l shipping 
would be very valuable in this context. 

Fixing PriceB 

Though such restriction wiIJ prevent very large movements 
of foodJgrains over long distances it will not entirely coun
teract the equalising effects on prices of the abolition of zones. 
Road movements within states would continue. These would 
be largely over short distances in bordering areas, bu,t would serve 
as a check. In the circumstances, sharp differences in prices fixed by 
the neighbouring states would no longer be allowable. Such sharp 
differences have always given rise to smuggling. One of the main 
aims of price fixation should now be rationalisation of the levels of 
prices in the various states so that there is a gradual transition 
from the low to the high price states. 

The task of the fixation of prices, immediately this year, cannot be 
tackled on the basis of any objective criteria or elaborate enquiries. 
The only relevant data are data of ruling immediiate prices and especi-
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ally of ruling harvest prices during the last two harvests. When such 
data are mapped out, the artificial influence of the existence of zones 
will first have to be allowed for and judgement must then be made 
regarding the manner in which from the main surplus low price 
areas movements will radiate so that .the differentiation in prices fix
ed has concrete relation to availability of local supplies and costs of 
movements from. surplus areas. Another immediate judgement 
which will have to be made in a somewhat arbitrary fashion is the 
general level of fi:xiation of the price for the cultivator. This is re
lated to two aspects of policy. One is the evaluation of the element of 
incentive to sell and to prodiuce nrore largely next year, that it is 
supposed necessary to incorporate in the price. The second is the 
level at which a price that is generous or fair for the cultivator is 
yet not too high as the base .on which the retail price level for Ithe 
consumer is determined. Some attention must be paid to the agency 
of purchase to make clear the connection between the two. 

Getting Control Over Supplies 

A curious phrase has been used recently in this context. It has 'been 
said that the agents of government will buy in competition with the 
trader:-Whatever this may mean, it seems to ignore the handicaps 
under which an agent of government buying in competition with the 
trader acts. A mere announcement of a standard purchase price which 
is fair to the cultivator win not necessarily suffice for obtaining for 
the proposed Corporation adequate Bupplies of foodgrains, as long 
as the private trader acts alongside of the Corporation without any 
restriction or check. The ability of private trader to do well in food
grains depends on his capacity to purchase as large quantities of 
foodgrains as possible from cultivators at harvest. The private trader 
will, therefore, do all he can 'to obtain supplies from cultivators and 
if his new rival, the Corporation, is offering a given price the trader 
win necessariJ.y offer a slightly higher price to obtain his usual sup
plies and induce the usual suppliers to sell 10 him. If the Corporation 
is limited in its activity, to a given level of prices the trader can, by 
offering a somewhat higher price, divert all supplies away from the 
Corporation. If the Corporation, however, offers a higher price, to 
counteract the efforts of the trader, the trtader in turn will necessarily 
try to outbid. In this way wiU begin the movement of prices upward, 
which is said usually to result from the intrusion of the government, 
or its agency, in trade at harvest. 

The objective of getting control over supplies ·at harvest being 
paramount for the trader, he would naturally keep on raising his bid 
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as far as praticable. The only limitation on the increase of the offer 
of price by a trader would be the level at which he can expect to sell 
at retail or to intermediaries who seIl ultimately at retail later in 
the season. Given two conditions, that there is shortage (and this, 
in relative terms, will always ·be there) and that all supplies are in 
the hands of the traders (and this condition is always fulfilIed sub
stantiaIly a few months after harvest unless government or the co
operatives have bought up a very large part .of the crop). there is 
practically no limit. as has been demonstrated this year, to the extent 
of the possible increase in prices at retail. Therefore, the trader can 
safely offer continuously higher prices as against a Corporation in 
order to put himself into position to profit from the shortages that 
begin to be felt after harvest. Thus the mere fixation of purchase 
prices and the setting up of a Corporation to make purchases at fixed 
prices would merely push up the level of purchase prices but will not 
obtain for government the supplies necessary to give effect to its 
policies. For doing this the major needed additional requirement is 
the fixation of prices of sales at retail. 

Futility of Fixing Profit 

It is an important objective of government policy to make food
grains at fair prices available to the consumer. The determination of 
prices fair to the consumer is, therefore, essential for fulfilment of 
government policy and the guarantee of fair prices and keeping watch 
over their maintenance can be done best by direct announcement 
of retail prices. The determination of margins of traders has often 
been attempted in the past in the place of specifically determined 
prices at retail. However. the determination of a set of margins appli
ed to a fluctuating base yields indeterminate retail prices. When 
numerous traders are, making purchases at various times. the sale 
prices charged by them, calculated as a per cent over their prices of 
purchase can be known only after detailed calculations. In the circum
stances, persistent infringement of regulations in this behalf can only 
be proved on highly detailed enquiry. Furthermore, there exist many 
stages of intermediate trading between purchase from the producer 
and retail sale to the consumer. The determination of detai!ed mar
gins at various stages and the identification of a transaction as having 
taken place at a given stage are again matters which depend on close 
examination of records, identification of particular transactions 
and elaborate calculations. It is obvious that any system of regula
tion of a' trade, as far-flung and large in volume lind in number of 
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transactions as that of foodgrains, which involves continuous ela
borate enquiry for proper supervision and checking must be found 
unworkable. This has been amply proved by experience during the 
last decade. . 

Details of Price Fixation 

If there are to be any sets of fixed prices announced by govern
ment, these should be only at two levels. Those of (i) purchase 
from the cultivator defined as of purchase either in the village or 
of purchase at some primary market and of (Ii) retail sale to the 
consumer, defined for particular areas and locations. The difference 
between the purchase price and: the retail price will have to be 
determined in relation to some calculations of the margins. This 
margin apart from the commission and handling, etc. charges will 
include an average allowance for transport costs. The total fixation 
'of the elaborate price schedules at the two levels will have to be done 
in two stages. The Government of India should detennine the broad 
levels of purchase prices and retail prices. On the assumption that 
there will 00 no zones, the .Government of India should also determine 
the permissible margin of difference between the levels of purchase 
prices as between state and state. The detennination of the level of 
'retail prices involves calculations regarding margins at various 
stages of intermediate trading and an averaging of handling and 
transport colilts. 

On the basis of the broad levels or ranges of prices indicated bY' 
the Government of India, each state should be asked to work out 
the detailed notification regarding purchase and retail prices. For 
price fixation to be effective, these notifications will have to be ela
borate. The purchase price notifications will have to have as their 
base each district or producing region for a given crop. In the light 
of the level indicated by the Government of India and the per
missible interJstate margins, the state will define for each district 
or region, the fixed purchase price for each sort or kind of the food
grain and for each recognised quality and grade within it. 

Price fixation, to be effective, must be meaningfully related to 
specific varieties or sorts and their quality. There has to be a detailed 
description attached to each fixed price and there ha.s to be provision 
made for detennining gradation of produce and for checking the 
grades in course of supervision of trade later. It is the experience 
that without detailed specification and price description and in the 
absence of grading arrangements price fixation can be easily reduced 
to a farce by the trader. The difference as between different varie-
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ties or sorts or as between different qualities would be to begin 
with embody traditional judgment and market indicators in the recent 
past. In later years a dynamic policy in relation to them can be 
adopted. The same is true of difference in prices in the levels liS 

between different production districts or regions. It is important that 
the State Notification should cover the entire region of the state and 
should: take account of every production region or area however 
smaU. It does not, however, appear necessary that, at least initially, 
all sorts or varieties must be covered. The most highly priced varie
ties which are clearly separately identifiable may well 'be left out of 
regulation. The chief safeguards in this behalf are to see that the 
varieties brought under regulation cover, say, 80 per cent of total 
production and to ensure that evasion is not made too easy through 
the varieties that are left out. . 

Retail Prices 

The fixation of prices at retail will have to be equally elaborate, in 
the sense that a retail price must be indicated for each variety and 
quality for which there has been a fixation of a purchase price. The 
base for the fixation of prices at retail would have to be the main 
consuming areas so that, in accordance with the general directive of 
the Government of India, the prices at retail in relation to specific 
sorts and qualities will 'be notified as for each important city or town 
area. Care wm have to be taken to see that the announcement of 
retail price covers all locations, i.e. where in a district only for a few 
important towns or municipal areas separate retail prices have been 
determined, there should be a schedule of prices at retail for the rest 
of the district includ~ng all its rural parts. The extent to which a 
price schedule is elaborated will depend on the government of the 
state and will be related necessarily to the arrangements for distri
bution of the foodgrains made by the government of that state. 

The above appears to be the minimum necessary elaboration for 
the attainment of a fixed set of foodgrains prices. Within this frame
work it should be possible for a Corporation or for co-operatives 
within the states to obtain a fair supply of foodgrains from the open 
market. The operation of the trader will now be limited by the maxi
mum prices obtainable at retail and he will not be able to push up 
purchase prices beyond a certain level. If the Corporation and' the 
co-operatives are able to operate at relatively small margins, they 
shoulct be in a position to obtain a fair share of the supplies offered 
by the cultivator. Two requirements appear essen~ial in respect of 
purchase arrangements. The first is the provision of arrangement to 
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purchase and to store at a large number of points all over the country. 
The extent to which the purchase price will be effective will depend 
on the extent to which the alternative purchaser to the trader operat
es within or near the location of the cultivator. Therefore, a set of 
dispersed purchase points at which the Corporation or the co-opera
tive is equipped to grade, weigh and store produce and pay for it or 
make advances on it must be maintained. The minimum number of 
such points for satisfactory administration would seem to be between 
40 and 50 per district. It is conceivable that a newly-established Cor
poration at the all~ndia level will be able to provide this number of 
purchasing points throughout the country, without seeking co-opera
tion of either the state authorities or the co-operative system in each 
state. In the long run also it appears neither possible nor desirable 
for an all-India Corporation to act in the various markets on its own 
without using local agencies. There is already such a large measure 
of organizational effort and storage capacity built up through state 
and co-operative systems of management of agricultural produce, that 
it would be an-act of national waste to try and raise alongside of 
these a third system of a new all-India Corporation. 

Limit!' ()! AU-Indtia. Corporation 

It is likely that the all-India Corporaltion is M; this stage thought 
of as operating in only a few surplus districts and not affedting all 
areas in various states. A Rice Corporation, for example, may be 
conceived of as acting only within a small number of· districts in 
some surplus states and not acting at all in any district in 
some states. To be content, with such a concept of operation, is how
ever, to misconceive the whole issue. Fixation of prices has nc;> mean
ing except as being operative all over the country. It has been indi
cated above that fixation of purchase prices all over the country would 
have no meaning except as accompanied by fixation of retail prices. 
Any attempt at the maintenance or enforcement of prices at retail 
would be entirely dependent on deployment of sufficient stock through 
a system such as that of fair price shops. For this being done, the 
purchase and sale operations must be on a significant scale within each 
state. An all-India foodgrains Corporation has thus meaning only as 
the apex of a system of which there are constituent operational parts 
within each state. It is a matter for practical choice whether these 
operational parts are themselves independent state systems, or act 
as agents, within the state, of the Corporation. 

There is another reason why only limited operation by an all-India 
Corporation will prove to be inadequate and fruitless. A major task 
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before the CorporaJtion will be the adjustment of supplies as between 
the deficit and surplus states. This is an essential job which the con
templated Corporation must take on itself. The movement of surplus 
away from surplus states and meeting the needs of a deficit state is a 
task that can be kept within manageable proportions 'only if fairly 
uniform systems of purchase and distribution are operative within 
each state. If they are not so operative, difficulties will arise in both 
connectionB. If there are no systematic purchases planned in districts 
of the surplus state and if there is no fixation of prices at retail the 
operations of the trader within the surplus state cannot be put under 
control and the Corporation will find rt difficult to make its purchases 
except at constantly increasing prices. On the other hand, if there are 
no planned systems of purchase and sale within the deficit states, 
the deficit states could, at any time, find themselves in a crisis and 
would be making constantly increasing demands on the Centre for 
supplies. All this is part of the experience since the days of zonal 
planning. The abolition of zones will put a pressure on the surplus 
states to have a system of food management of their own. The regu
lation· of retail prices in deficit states will also give some protec
tion to them in their operation. However, if the basic operative 
state systems are not built up, the activities of an all-India Rice 
Corporation will mean no more than some addition in respect of 
rice to the activities in respect of wheat which the Government of 
India indulges in on the basis of PL 480 supply. The Rice Corpora
tion's action will be much less effective than that of PL 480 supplies 
as it does not increase the net supply but acts with supplies obtain
ed from within. As has been the experience in case of PL 480 sup
plies release even of large quantities of these supplies do not at all 
times succeed in restraining high rises in prices. Obviously, thus, the 
activities of a Corporation if undertaken in a circumscribed manner 
will make no contribution to the fixation of prices and to the main
tenance of fixed prices over time. 

Co-ordinaiJinn, 

When zones are abolished it will also become necessary to see that 
the systems of operation and levels of prices fixed by the states have 
correspondence with each other even apart from the operations of an 
all-India Corporation. For example, even if jowar is not handled by 
any all-India Corporation the prices and trading in jowar in conti
guous states, say, Madhya' Pradesh and Maharashtra cannot be too 
disparate. The level of purchase price for jowar in Maharuhtra will 
have to be determined both with relation to purchase and retail prices 
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in Madhya Pradesh and the level of possible retail prices in Mahara
shtra in relation to, say, price of atta. This illustration' will make 
clear how with a comprehensive view of state systems co-ordinated 
by an all-India body the working of each, in detail, will be restrain
ed and put within a meaningful framework. 

The basic propositions on which my exposition is based are as 
follows. No prices can be fixed and maintained at the fixed level by 

. any authority without the help of trading operations, both of pur
chase and of sale. It is possible to operate a system merely of floor 
prices with only purchase arrangements. To limit the price 
to a fixed level or within a narrow margin only purchase arrange-' 
ments will not suffice. The control of cotton prices operates 
with a very wide mal'gin - a low floor and a high ceiling. Even' 
so government is seen to be much more powerless when the ceiling is 
piel'ced than when the floor is reached. Experience of the last '\;en 
years has consistently and repeatedly proved the ineffedtiveness of 
announced price,s, legal regulation of margins or of official threats in 
the absence of the ability to act in the concrete. Licensing of traders 
and the calling in or" returns is also of little use. Licensing by itself 
affords no check and the returns are never .subject Ito scrutiny or 
compiled or collated in a manner tha.t could give assistance in admini
strition: They cannot be made the basis on which the location of 
stocks or 'the movements of foodgrains can be kept under close or 
constant enough surveillance, even if scrutiny and compilation are 
made much more prompt and elabo1'8te. The control of margins is 
ineffective because checking involves detailed enquiry and firm identi
fication of transactions at both ends. Regulation of price through 
defined margins is for the same reasons inconvenient and harassing' 
for the honest trader. 

Prices, P?II1"chase anul Sale 

The simplest effective approach to definition of the price structure 
is by prescribing the two end limits,viz. the purchase price paid to 
producer and: the retail price charged to consumer, and taking 'iJle 
minimum necessary action for their maintenance. The two aspects 
of this action, purchase and sale, are mutually related. Wiithout a 
proper purchase organisation the maintenance of the purchase price. 
cannot be ensured, also without adequate purchases the supply need 
to maintain the retail price could not become available. On the other 
hand, it is only the ability to guarantee that retail price does ndt in
crease above a given level that gives firm 'basis to the operations of 
institutional purchasers in the open market; and keeping the price. 
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of foodgrains at a reasonable level is an even more primary and urgent 
objeetive of socio-economic policy than ensuring high prices to culti
vators. 

The task to be attempted is detailed and countrywi~. In terms of 
any proper definition of national priorities the aboriginal and dther 
population of inaccessible areas has as high claim on and as much need 
of protective action by the state as the labouring classes of big cities. 
The rural economy of all areas, secure, insecure, deficit, surpi'us, stands 
in need of the boost given by good prices for the producer. An aU
India Corporation acting in a small number of surplus districts in· a 
few states cannot fulfil, by itself, these requirements. It can do so 
only if it is the apex of a system operating comprehensively in each 
state. It has also to be realised that unless all states, deficit or sur
plus, are induced to adopt certain minimum policy objectives and 
action measures there wiIl be failure in the long run. The case for 
such conjoint and co-ordinated action is overwhelming if the aim of 
national policy is not only that of getting over a short term crisis but 
also of building up a permanent system which wiIl lead to the most 
rational and economical management of internal supplies and will 
progressively decrease our dependence on imports of food grains. 

Two Levels of Action 

The total task has to be divided clearly into two; action at the all
India and that at the states level. Each of these has elements of both 
price fixation and of purchase and sale operations. The all-India 
organisation should preferably handle together all foodgrains and 
pulses which enter into the trade between states to any significant 
extent. It would have the monopoly of inter-state movements by rail 
or coastal shipping. It should not aim to create an independent 
organization in all respects, another empire. This will be wasteful 
of scarce national resources and will lead to difficulties in co-ordinat
ing and rationalising policies and action. It should act through exist
ing organisations in states and other territories and also use available 
publlic facilities such as those of warehousing and storage to the 
maximum extent possible. If such an all-India Corporation is set up 
it should be entrusted with the hand'ling of all imported supplies 
of foodgrains. Such a Corporation wiIl sell to and purchase from only 
the accredited agencies within a state except in areas where such 
agencies cannot be set up or where their performance is inadequate. 
It follows that there must come into existence in each state, systems 
of management of foodgrain supplies which wiIl purchase and sell 
foodgrains grown within the state, receive imported supplies for 
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distribution within the state and receive surplus supplies from other 
states or send out surplus supplies of own state produce, from and 
to either the all-India Corporation or the other Iftate systems. The 
state systems could be either departmental or managed by a State 
Corporation operating with the help of the co-operatives. 

The fixa1ion of prices will also be done in two stages. The first 
stage is that of fixation of basic levels of (a) purchase prices from 
cultivators and (b) retail prices charged to the consumer, for all 
important foodgrains and the permissible margins in both price 
levels as between state and state. This must be done for the country 
as a whole. The second stage is that of elaborate price notifications 
for each regulated sort and quality of purchase prices of a foodgrain 
for each production region and of retail prices for each area or 
location together with all the descriptive detail necessary for effective 
implementation. The determination of fixed prices, in both stages, 
this year will necessarily be quick and ad hoc, largely based on past 
experience and limited by estimates of practical effective immediate 
action. In future years, if the system gets properly built up, the basis 
of action could be made more sure and the price fixation begin 
to be used 3S a dynamic instrument of policy~ Apart from an opera
tive Corporation or a price-fixing Commission, the system will neces
sarily'require high level co-ordination of State and Central policies 
in relation to foodgrains. 



SOME BASIC ASPECTS OF INDIAN FOOD POLICY· 

THE Union Food Minister stated in Bombay some time ago that 
food policy has to be related to agricultural production policy and 
that the producer of foodgrains must be offered an economic and In
centive price. He did not refer in this context to the specific problem 
of the connection of the prices of foodgrains with those of 'other 
crops, especially commercial crops competing for land with food 
crops. Presumably the term "Incentive" covers or should cover this 
aspect. He also did not note the relevance of proper timing of the 
announcement of prices if they are to act as incentives. 

Shri. Subramaniam laid down as another objective of food policy 
that consumers in all parts of country should get an adequate lrupply 
at a reasonable price throughout the year. He maintained that nei
ther the requirement of giving an incentive price to the producer 
nor that of enlruring supply te the consumer at fair price could be 
met if you operated through private trade. Therefore, it was necessa
ry to establish direct contact with the producer and to set up an 
appropriate machinery for distribution. 

Fair Price Shops 

There is at present little difference of opinion regarding distribu
tion policy. The system of fair price shops has been set up and is 
being expanded. That its operation should be extended as far as 
possible in rural 'areas is admitted. The one policy problem in this field 
to be faced immediately is that of intrOducing statutory rationing in 
the bigger cities. This is favoured by the centre and has been accept
ed for Calcutta. It is likely that Mabarashtra may soon give up its 
earlier opposition to the proposal. However, success of rationing 
depends on a regular flow of supplies and the central problem is that 
of obtaining adequate supplies. . 

We have to think mainly in terms of production and procurement 
within the country. External supplies cannot easily be augmented. 
The availability of PL 480, our ability to buy abroad and our ability 
to receive and distribute all seem to have reached a limit. In this 
situation the Food Minister emphasizes, there are bound to be diffi-

• MaharILBhtra Co-operati"e Quarterlll, January 1967, pp. 1-9. 
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culties and there are bound to be scarcity areas. The food policy in 
the immediate future, must be framed for dealing with this situation 
and be specifically directed towards the procurement of supplies 
internally. 

The policy may either be nation-based or state-based. The firS(l: 
would involve drawing up a national plan on the basis of estimates 
of supplies and requirements within each state etc. and the measures 
for purchase and procurement, rationing and distribution etc., for 
each state. It would also indicate in detail the prices to be paid to the 
producers and those to be charged to consumers. The successful 
operation of national policy depends on the formulation of a consis
tent national plan-frame and the acceptance and faithful implemen
tation by the central government and governments of all states of 
the needed policies and measures. 

Obviously evolution and operation of national policy in this matter 
is highly desirable. Although, the possibility of the adoption of such 
policy immediately appears thin. The surplus states .are not to be 
persuaded to undertake the effort required. The Central Govern~ent 
appears unprepared for formulating it; the statistical foundations 
are said to pe shaky and the Food Minister insists that the present 
arrangements should not be diisrupted. A realistic discussion of the 
probleln;:i;oday, needs to be conduoted on the basis that policies will 
continue to be state-based. 

State-based food policies inevitably result in a very unequal dis
tribution of the burden of difficulties and of the incidence of scarcity 
as between state and state; they make the problems of the deficit 
states almost intractable. Management policy has consequently to be 
elaborate and rigorous in the deficit states. 

A curious aspect of recent developments is that the lack of con
fidence engendered by the deteriorating situation and the proved in
ability of governments to deal with it have led to the emergence of 
considerable concern and anxiety in each local area with the local 
situation. State governments caught unprepared have had to impose 
considerable burdens on local administrations and give considerable 
:laititude to them. This in turn has intensified local sentiment. The 
total result has been a great increase in the difficulties of manage
ment in deficit states through imposition, formal or informal, on 
local movement and the effective sub-division internally of the state 
into surplus and deficit districts. 

No Reasoned Plan 

A preliminary requirement in the deficit states is thus the evolu
tion of a uniform food policy for the state as a whole and the maxi-
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mum reduction permitted of the discretion in both procurement and 
distribution, by local authority and administration. This implies, of 
course, the preparation of an overall food budget with detailed break
downs both by areas and by months and the ability to implement 
it. 

Shri. Subramaniam contended that the Maharashtra Government 
should not have launched on a monopoly procurement scheme with
out having taken care to build reserve strength, that existing channels 
shouldi not be disrupted without capacity to replace them and that 
for the time being one should be content with strategic controls. But 
no reasoned plan of any such controls has emerged during his tenure 
of office. The Food Minister's warning not to disrupt existing 
channels is even more difficult to understand. In the food situation 
as it existed in states like Maharashtra in June 1964 what was it that 
could be considered as functioning with even minimum order and 
efficiency? Private trade had failed to distribute supplies and to halt 
the constant increase in prices. The frequent requests and threats 
addressed by ministers at the Centre and the states to traders in 
foodgrains amply testified to the breakdown of the system. The state 
was thus faced with the problem not of trying to replace a working 
arrangement but of providing some substitute for a system that had 
already disrupted. 

The justification and the success of operation of the jowar procure
ment scheme are to be judiged in the light of the circumstances of 
the latter half of 1964. The Food Minister has indicated 30 per cent 
as the marketable surplus of jowar in Maharashtra. All the dalta 
regarding marketed quantities in detailed studiies of farm bushiess 
in Maharashtra indicate an overall limit of about 15 per cent of 
total production. In this context the actual performance cannot be 
considered diisappointing. 

Question of Levy 

Moreover, we have a relevant test of what might have happened 
in jowar in the absence of monopoly procurement in the results of 
procurement of the other important grains in Maharashtra, viz. rice. 
The State tried to procure rice by the us.ual means of a levy on millers, 
which possibly the Food Minister approves. The result has been ex
tremely disappointing. The government secured very scanty supplies 
and the result of leaving the rest with the millers and the trade has 
not proved at all happy. 

The Minister maintains that the monopoly procurement scheme 
was a half-way house and that logically government should have 
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gone on to a levy. He expressed preference, in theory, for the logical 
approach of procurement by compulsory levy and rationed distribu. 
tion. To this approach, however, he had two objections. Firstly, that 
it involved the intervention of the lower administrative staff which 
leads to corruption and secondly that compulsion is unpopular and 
would lead to ministers being defeated. The possibility of using co. 
operative agency for a large part of procurement operations should 
reduce the first objection to a considerable extent. As regards the 
second, it is obvious that if ministers are unwilling to run some risk 
in pursuing what .they think to be the right policy there is little hope 
for the country. 

Vulnerable Section 

We may now return to the c:;entral question of the appropriaite 
measures for procurement and distribution for deficit state. Granted 
that private trade in food:grains cannot function satisfactorily in a 
chronically deficit economy the main problem is the definition of the 
minimum required action on the part of the state. In so far as the 
Centre is pFessing rationing in the cities on the states, it may be taken 
to hold that difficulties of detailed: local administration in this regard 
are nofoverwheIming. Socialisation of retail trade in foodgrains can 
thus go far in a state without incurring 'the wrath of the Food Mini. 
ster. It is the socialisaition of wholesale trade that is the orux of the 
matter; within this the really sensitive area is that of procurement 
from the cultivator. The Food Minister agrees that for an effective 
guarantee of the incentive price it is impprtant to establish direct 
contact with the cultivator. What is the extent to which and the con
ditions under which it is necessary and possible to do this? 

A deficit state may be defined as one in which the fullest extent 
of the marketable SUrPlus available from internal prodluction plus 
the currently available supplies from the Centre do not together meet 
internal demand completely. The free market approach is to raise 
prices high enough to cut off part of the demand from the poorest 

. strata. As this solution is not, should not be, socially acceptable the 
state has to intervene. The matter in which the state can curtail 
demand without raising prices against the poor is by sumptuary re
gulations and by regulated distribution. 

It is unfortunate that governments of deficit states like Mahara
shtra have not realised the importance, physical and psychological, 
of sumptuary regulations. It is obvious that conditions in Maha
rashtra are at least as difficult today as they were in Bombay Presi
dency during the worst days of the War. Adoption of <the full set of 
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rigorous regulations then in force will not only savesubstsntial 
quantities of foodgrains but will also demonstrate that the govern
ment is subjecting the rich to, at least, s~me hardships. 

Regulation 

The other way of limiting demand is to adopt rationed or regulated 
distribution and to adjust quotas within it. The great merit of this 
method is that it enables adjustment of supply in relation to physical 
needs to some extent and not entirely according to availability of pur
chasing power. 

However, the state can adopt the approach of regulated distribu
tion only if it directly controls supplies. The more fully it controls 
supplies the more completely can it distribute equitably. Full control 
of supply means obtaining the entire marketable surpl'us directly 
from the producer and completely regulating its flow until it is issued 
in a measured way to the consumer through the fair price shops. The 
extent to which any private interest intervenes at any stage of this 
process the risk of leakage is incurred; thereby the deficit is increased 
and risks of a price rise and of inequitable distribution enhanced. 

The same conclusion is reinforced if the matter is reviefWed from 
the price angle. The double aim of an incentive price to the producer 
and an equitable price to the consumer can be fulfilled only if the 
costs of intermedliate handling are kept as low as possible and if no 
fluctuations in prices are allowed to take place because of variations 
in supply in space and over time. Both these conditions can be fulfilled 
only under socialised: trade i.e. when a socially responsible organi
sation purchases directly from the prodiucer and all stages upto the 
consumer are similarly managed. 

Therefore, not only theoretically but also practically it is essential 
for governments of deficit states to socialise the 'trade in foodgrains 
immediately and to obtain as large part of the marketable surplus as 
they can directly from the prodiucer. The requirement of direct pur. 
chase in a deficit state is thus large and urgent; what are the condi
tions under which the government's requirements of direct purchase 
in a deficit state can be fulfilled? Purchase in the open market side 
by side of trader, is ruled out, almost by definition. In a deficit eco
nomy the chief objective of the trading community must be to get con· 
trol over supplies at harvest almost at any price; because if they 
can thus control sufficiently large supplies they can. almost, dictate 
prices later in the year. Therefore, some exercise of authority by the 
state is inevitable: The extreme version of this is to ban all sales by 
producers except to government and also prescribe according to some, 
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more or less elaborate formula the quantities of foodgrains that 
each producer of foodgrains must sell to government out of each 
crop. This is the compulsory levy. 

Comp-ul.$ory L6'/J1J 

The levy involves detailed calculations in respect of each producer 
and the enforcement of individual collections. It requires elaborate 
preparation, a large staff and migl:ft cause hardship and resentment 
unless administered carefully. It would have been difficult for the 
Maharashtra Government to administer a levy in the circumstances 
of last year. The monopoly purchase plan has proved politically accep
table and has worked satisfactorily. In spite of high ruling 
prices at least half of the marketable surplUlS of jowar has been 
obtained. 

However, there are .certain features of this system that require 
amendment. Very large village sales were allowed under it last year, 
on the understanding that they would keep rural areas fully supplied 
throughout Ithe year and that this would reduce the burden on the 
system of rural distribution. This has not happened, and the com
plaints from rural areas are as large as ever. The concession has been 
obviously- abused and considerable leakage has taken place because 
of it. Village sales should next year be confined to small quantities 
required by neighbours for own consumption. Again, imports of 
jowar were allowed by private traders under the belief that they 
would add to total supplies. This belief has been falsified and the pro
vision was used for defeating the operation of the main system. It 
had also been agreed that declaration of production and stocks would 
be called for from ell the bigger producers. This part was not imple
mented and government has found itself powerless to do anything 
to check hoarding by this class. Early and strict enforcement of the 
declaration is needed in the ensuing year. 

Rice Pwrcluue 

Another essen tiel step is to extend monopoly purchase to rice. A 
levy on the miller is self-defeating in its operati~n. Apart from the 
large evasion it makes possible, it guarantees leakage of supply into 
private trade and thus makes price control and equitable distribution 
impossible. The only role left to the rice miUer should be that of mill
ing, for a proper charge, for the agency that purchases paddy from 
the cultivator on behalf of government. Because of the crucial state 
of milling, monopoly purchase of rice should prove even easier and 
more successful than that of jowar. 
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In discussions of policies in deficit states little attention is paid 
to the overalI strategy of clistribution. It is assumed that at least 
next year deficit states will not have sufficient supplies to undertake 
rationing in alI cities and regulated distribution in alI rural 
areas. The government must, therefore, act on the assumption that 
it can only meet limited requirements of some areas and strata with
in the population. Certain fooiJ1grains such as wheat, bajri, maize 
and inferior millets in Maharashtra will be outside monopoly pur
chase. Their supplies and the supplies of pulses would be available to 
some extent. There will be legitimate village sales in limited amounts. 

Distribution 

The operation of and prices in the market of alI these will them
selves depend on the extent to which and the areas in which supply by 
government is made. An important reason for cordoning off cities 
and introducing rationing in them is that centres of high prices 
which are likely to disturb outside markets are thereby eliminated. 
On a similar reasoning government distribution policy in deficit 
states must be directed towards supplying areas which are strategic 
in relation to prices. In adclition the policy must take into account 
the needs of the most vulnerable classes and backward areas, because 
shortage here would cause very eonsiderable numan distress. These 
are broad statements which must be interpreted in detail in relation 
to the total cireumstances of the state. 

The eircumstanees of the deficit states are such that the largest 
possible effort at vigorous and intelJigent management of which the 
politicians, the people and the administrative machinery of the state 
are capable must be made. What of the Centre and of the siurplu8 
states? The Centre is directly responsible for distribution policy in 
some areas. In regard to these there is no reason why its policy should 
be more liberal than the one it imposes, through its action or inaction 
on deficit states. In fact, it ought to set a national example by in
troducing sumptuary regulations and rationing as strict and limited 
as to quantum, as it would advocate for, say, Calcutta or Bombay 
in, at least, the capital city of Delhi. 

The Centre has little scope for direct procurement from cultivators 
but it plays a crucial role in food policy. through the allocations it 
makes of supplies from abroad and from surplus states. Even though 
it may not be possible for the Centre immediately to formulate a 
national basic plan and impose uniform policies on all states, the 
Centre can at least make its immediate alIocstion in view of a possible 
national plan. This means that the Centre tries in the light of all 
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data and information to assess supplies and requirements in each 
state and to allocate supplies in accord'ance with the need and the 
quantum and seriousness of effort of the state. In short, it does an 
exercise of the type that, say, the Finance Commission has to make. 

Clefiii' AimB Needed 

The Food Minister has claimed that his policy ifi that of a pragma
tist. Pragmatism in relation to food policy in India may be interpret
ed in two different senses. It could imply a policy that is clearly cre
fined as to its long term aims and attempts to attain these by a series 
of realistic steps. Or in the absence of the definition of the long term 
aims it could mean shifting ad hoc, short term steps following the 
prevailing opinions and prejudices and justified under the name of 
realism. The Food Minister owes it to himself to state explicitly what 
his. aims are (whether, for example, he accepts socialisation of the 
tracre in foodgrains and the formulation of a national basic plans as 
aims of policy) and to indicate, as far as pOSSible, the concrete steps by 
which he hopes logically to achieve those aims. The only two new 
steps taken by the Minister are by way not of defining policies but 
of creating agencies, viz. The Agricultural Prices Commission and 
the Food Corporation. 

The Agricultural Prices Commission is so far reported to have 
made recommendations only in relation to minimum prices. This is 
hardly helpful in terms of shaping a realistic policy. The commission 
must be able to produce a set of incentive prices which could have an 
operational effect in the existing situation. There appears to be a 
great deal of confused thinking in relation to what the Food Corpo
ration can do. It is obviously not a policy making body. No state can 
abdicate its responsibility and leave policy for the state to the Cor
poration. At best it can become an efficient organisation carrying 
out in integrated manner alJ. the various functions pertaini!llg to the 
Central Government in relation to food. The setting up of the Corpo
ration does not diminish, in any manner, the need for formulating 
clearly and concretely, the aims and methods of national food! policy. 

To sum up. 
The producer of foodgrains must be offered an' incentive price 

whose level is fixed in relation 'to the level of prices of competing cash 
crops and whose announcement is made at the appropriate time each 
year. 

The consumer in all parts of the country must be guaranteed an 
equitable and fair price and also assured of reasonably adequate 
supply throughout the year. 
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It is highly desirable to achieve these ends through a basic national 
plan which prescribes appropriate policies and measures for each 
state. 

If this is nat found immediately possible the Central Government 
should make its allocations to states with reference to, at least, a 
national plan and in such manner as to lead State Governments adopt
ing appropriate policies. 

The Central Government should formulate immediately long term 
aims of its policy and the concrete steps by which it proposes to 
reach them. 

The food policy of the deficit states in the absence of a national 
plan and a uniform naltional policy will have to be specially rigorous. 

Its initial emphasis will have to 'be on the largest possible procure· 
ment of food grains internally. This must lead to early socialisation 
of the trade in the main foodgrains. 

The jowar monopoly purchase scheme of Maharashtra has proved 
reasonably successful and should be continued next year before think. 
ing of the more vigorous step of a compulsory levy. 

Modifications suggested by the experience of the last year in the 
monopoly purchases scheme should be introduced immediately. 

The monopoly purchases scheme should also be applied to rice in 
Maharashtra during the current year. 

A distribution plan for the whole state should be drawn with reo 
ference to two main objectives of checking price increases and' pre· 
venting hardship to the poorest strata and the backward areas. 

The procurement and distribution policies Should be spelt out in 
annual budgets with detailed break down by the areas and months 
and no discretion be left to local authorities and administrations in 
respect of the procurement or distribution policies. 

To the extent supplies permit rationing should be introduced in the 
cities and sumptuary regulations imposed throughout the state. 

The Union ,Government should set an example by introducing 
rationing and imposing lumptuary regulations in the capital city, 
Delhi 

In the ultimate analysis the surplus states will have to adopt the 
same approach to food policy as !that immediately necessary for the 
deficit states. The aim of national policy should be to bring about the 
needed transition as early as possible. 



ECONOMIC ASPECTS OF IRRIGATION WATER 
MANAGEMENT· 

THE problems of the proper development of irrigation systems are 
among the most difficult and among those which have not so far been 
dealt with very satisfactorily in this country. The development of an 
irrigation system is far from being an engineering problem, in the 
main. We have a large array of situations in this country in which 
large irrigation systems are being developed. They vary from densely 
populated and considerably developed areas like that of Uttar Pradesh 
and Bihar to the semi-desert areas of Rajasthan. Whether in the one 
or the other, tge development of an irrigation system involves basic" 
ally the task of planning and creating the infra-structure required for 
the utilization of the added water supply in irrigated agriculture and 
transferring the technology and capital required for the transforma
tion In_ agricultural practice. It is a total task which has to be 
viewed-in an integrated fashion. Some of the problems of under
utilization of irrigation works that we face today have stemmed from 
our failure in planning and programming for the proper develop
ment of our irrigation systems. I presume that the Symposium on 
Irrigation Water Management will not be concerned with these pro
blems of development and that its discussions will be in the context 
of an appropriately already developed irrigation system. I felt it 
necessary to say this by way of introduction because a nllmber of 
problems of Irrigation Water Management in actual situations today 
arise out of inappropriate development measures in the past. 

I shall now go on to draw your attention to a few aspects of 
irrigation water management. I shall for obvious reasons deal mainly 
with economic and financial aspects of the subject. I shall in doing 
so draw largely on the Report of the Maharashtra Irrigation Commis
sion of 1960. This is because the most intensive study that I made 
of these problems was during the period of my membership of the 
Commission and because most of my own ideas on the subject have 
been incorporated in that report. 

Before discussing management, there is need to be clear as to 
the aims of management. Unless we are fully aware of the objectives 

• Inaugural Address, Central Board of Irrigation and Power, 40th AnnUAl 
Sesaion, Symposia, New Delhi, 23-11-1967. 
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which management is supposed to attain or achieve it will not be 
possible to define properly the principles and practice of good 
management. It may appear to some that the question I am raising 
is superfluous and that the objectives of Irrigation Water Manage
ment should be obvious to all. In order to emphasise the need to 
define clearly the objectives, I would draw your attention to the 
manner in which these objectives have been changing over past 
decades. The Irrigation Commission of the first decade of this cen
tury paid considerable attention to the distinction between produc
tive and protective irrigation works. In laying down criteria for 
undertaking irrigation wOl'ks and in formulating the principles of 
the management of such works, this distinction played a great part. 
However, over the subsequent decades the distinction has almost 
completely lost its importance. With the steady commercialisation of 
agriculture, the concept of a protective irrigation work has fallen 
into the background and the productive aspect of irrigation works 
which were initially constructed entirely as protective works has 
progressively attained prominence. The protective concept was 
appropriate to a static and self-sufficient agricultural economy. In a 
dynamic economy it is no longer relevant and could not survive. 
However, the elimination of the protective concept meant at the 
same time a considerable change in the original design of utilisation 
of water and a change, inevitably in the principles of Irrigation Water 
Management as· related to the protective systems. One has only to 
look at the transformation of the country-old Mutha Canals System 
to realise the full measure of the change. As oriJl1inaJly designed, 
this system, with head-works less than 10 miles above Poona, had 
under command a region of nearly 40 miles below Poona. In the 
course of decades the transformation was such that in 1961 the entire 
water supply was absorbed by the growing needs of Poona city and 
by the intensive vegetable, fruit and sugar-cane agriculture between 
Poona and the headworks and for a distance of less than 10 miles 
below Poona. Irrigation channels for over 30 miles were left dry 
and the whole of this area, which is the most liable to famine and 
required protection most, was deprived of the water supply originally 
meant essentially for it. The same truncating effect was observed, 
because of the establishment of sugar factories, near the headworks 
of both the Godavari and the Pravara systems. Therefore, when 
considering problems of Irrigation Water Management it is impor
tant to project yourself into the future and to see what sort of 
requirements you are going to fulfil and how you are going to be sure 
that the investment made originally for given objectives is not 
seriously deflected from them during the course of time. 



Apart from a change in objectives of Irrigation Water Manage
ment which might come about by transformation of agriculture as 
has occurred during the past decades, there are other problems that 
have to be faced in determining the aims of Irrigation Water 
Management. The basic conflict in this context is that between in
tensity of use and dispersal of benefits. There are certain regions 
in which this conflict may not arise because the supply of water is 
both plentiful and cheap, so that all areas that are under the 
command of a given work can fully find their needs met. In other 
cases, however, where conditions are not so favourable the problem 
has to be squarely faced. The problem in one of its aspects is met 
with even in the allocation of nationsl resources for purposes of 
development of irrigation systems. It appears obvious to say that 
investment in irrigation should be so directed as to yield the maxi
mum overall benefit; and a number of times the concept of maximum 
overall benefit is supposed to be identifiable with maximum produc
tion in physical terms, especially of an immediately scarce commodi
ty like food. However, this apparently obvious statement has to face 
many questions. For example, how do you evaluate the physical pro
duction increase in a particular region or in the hands of particular 
category of persons in terms of benefits to the national economy? 
Her"" J;he old dilemma of concentration and intensity versus dis
persal-of benefits to very much larger numbers and to many regions 
which is faced in all plans of developmem comes to the fore in a 
sharp manner. This is not the place to go into the pros and cons of 
this controversial issue. I draw your attention to them merely in 
order to highlight the nature of problems involved in determining 
the aims of Irrigation Water Management. For, the issues have to 
be faced not only at the national level but also at the level of the 
management of a single individual irrigation system. 

The Maharashtra Irrigation Commission thought it necessary on 
this account to determine initially the basic aim of the future deve
lopment and management of the various irrigation systems in the 
State. The Commission found that the bulk of the cultivable area 
in Maharashtra was destined to remain under dry farming condi
tions, relieved in the main only !by small areas of well irrigation 
wherever underground resources permitted of this. At the same 
time it was also observed that farmers located in the irrigated areas, 
particularly where perennial cash crops could be grown became far 
more prosperous than those outside such areas and that these canal 
irrigated areas and their environs virtually became pockets of all
round prosperity. The Commission, therefore, recommended that in 
each river basin irrigation facilities should be spread over as much 
of the region as possible thereby permitting the development of 
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pockets of prosperity all along the river course. The recommenda
tion of the Commission regarding the dispersal of irrigation bene
fits over the widest possible area of each river basin was thus based 
on a view of the total management of the water resources of the 
State; and the Commission warned that unless the dispersal of irri
gation facilities, various aspects of which the Commission had 
examined in detail and framed recommendations about, was deli
berately and properly planned in advance and the plan adhered to 
implemented fully, lopsided development would result ,on the new 
irrigation works as it had already been on the old. 

It is interesting to note how with this clear definition of the basic 
objective the Commission was led, in the specially difficult circum
stances of Maharashtra, to recommend very elaborate systems of 
management for full economic use of highly scarce water resources. 
The exploitation of underground water supply in combination with 
surface water has recently become recognised as an important mana
gement requirement in all parts of India. Even in regions where 
supply of water in canal systems is plentiful and the underground 
water level favourable, the exploitation of underground water 
supIjlies through tube wells etc. is expected to lead not only to a 
more intensive use of water over a much larger area but also to help 
in preventing such evils as waterlogging. The Maharashtra Commis
sion had, however, to go much beyond treating underground water 
supply as merely additional or supplementary. Maharashtra has a 
substratum homogeneous rock of great depth. which makes practi
cally all dependable sources of underground water very much a 
matter of chance. At the same time it has been found that the under
ground water table in the command of the canals gets considerably 
enriched. This has been established by eX'f)erience though the nature 
of surcharging of water underground table by seepage from canals 
is not fully known. The Maharashtra Irrigation Commission found 
it necessary, in the circumstances, to recommend the adoption, in 
the future, of a lift-cum-flow irrigation system in the working of 
canals. The basic idea was that the underground water from the 
enriched sub-soil in the canal command should be utilised for supple
menting irrigation by flow from the canal, thus increasing total area 
irrigated from the limited surface water resources. After discussing 
several alternative suggestions put forward for wOl"king out a system 
for this pUrPose, the Commission recommended one of these; this was 
that canal water should be supplied to perennial crops at alternative 
rotations, the other rotations being taken up by wells which the 
irrigators are encouraged or compelled to construct. It was thought 
that in such an arrangement the canal will run continuously but the 
different distributaries will run at alternate rotations. The continu-



ous running of the canal would keep the underground water table 
sufficiently high throughout the period enabling well irrigation to 
be done. 

To my knowledge the recommendations regarding the lift-cum
flow system in the area under command of canals have not yet been 
adopted by the Maharashtra Government. I can see that there would 
be difficulties in the adoption of this \System and that both admini
strators of irrigation systems and the existing groups of beneficia
ries under these might oppose such adoption. However, I feel that 
in the ultimate analysis, if you adopt the .obj ectives for Irrigation 
Water Management accepted by the Maharashtra Irrigation 
Commission, there is no real alternative to the adoption of some 
such system for full dispersal of the benefit of water resources. 

May I refer to some other aspeets of Irrigation Water Management 
which were considered by the Maharashtra Irrigation Commission 
and which have economic overtones ? The first relates to the arrange
ments according to which water is supplied to cultivators for 
different crops and in different seasons. Here again it appears that 
some regions in India do not find it necessary to concern themselves 
in any detail with such problems. 'nhis may be because either :the 
water supply is ample and adequate for lands under command 
throughovt the yea!; or because there is no diversity in the cropping 
pattern. However, I feel that in most areas such specially favour
able conditions may not last for ever and that in most irrigation 
systems it would be necessary to evolve some detailed arrangements 
for supply of water. The question is likely to assume special impor
tance when the need for raising the revenue income from irrigation 
systems becomes urgent. It is obvious that a schedule of water 
charges which has been linked to the quali ty of the crop raised and 
the time and duration of supply is likely to be more productive of 
revenue than a uniform rate over the whole year. A cultivator who 
obtains water supply for a more costly and more intensively culti
vated crop is in a position to and would be willing to pay a corres
pondingly higher price for the supply of water for raising the crop: 
In the same way, water supplied at a seasan when there is general 
scarcity of the commodity could be made to fetch a higher price. It 
is obvious that elaborating or refining the system of charging in this 
manner would mean evolving a detailed arrangement for the supply 
of water to different crops at different times. This involves obviously 
greater control over the distribution of water and impliedly also 
over the operations of the cultivator. . 

This elaboration may be necessary from other points of view also 
which have significance in Irrigation Water Management. Within a 
system in which the total supply of water is much less than the 
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potential demand from irrigators under command, Irrigation Water 
Management faces a number of problems. The problem of distribut
ing water so as to benefit as large numbers as possible has been reo 
ferred to above. However, there are other problems such as that of 
keeping a balance between perennial crops consuming water on a 
large scale and the other largely seasonal crops, the need for con
trolling areas under certain crops for preventing water-logging etc., 
the need to encourage utilization of water during periods when the 
supply is specially plentiful and, in particular situations, the need 
to encourage the adoption of social crop patterns such as those in 
which food-grains predominate. 

When within an irrigation system water supply is apt to vary bet
ween one year and another Irrigation Water Management is faced 
with the additional problem of a proper balance between long-term 
and short-term contracts. The need to encourage cultivators to make 
investments in costly, capita1-intensive perennial crops so as to ob
tain maximum production and financial returns has to be balanced 
against the possibility of a shortfall in supply in particular years. 
In Maharashtra all these sets of conditions have led to the elabora
tion of the Block System, - in the initial development of which that 
eminent engineer-statesman, Shri M. Vishweshwarya, played a 
great part. I feel that even though as at present, in many areas, such 
elaboartions and refinements may appear superfluous, the need to 
adopt them in some measure would arise everywhere in time. 

At the same time, an elaborate system of management through 
blocks may have the defect of rigidifying the crop pattern of irriga
tors, especially of those under long-term agreeme~ for supply of 
water. It is highly desirable that such rigidity should be avoided. 
This can be done to some extent by not making the long-term con
tract too long. However, even within such a period as the six-year 
period, flexibility should be available and it would, therefore, be 
necessary to define the crop patterns of Blocks rather in terms of 
generalised categories of crop than in terms of individual crops. The 
Maharashtra Irrigation Commission made a number of specific recom
mendations in this direction. I am not sure that they have been given 
effect to. I am particularly reminded of this problem at this juncture 
and venture to bring it to the notice of the Symposium because I have 
lately heard complaints from some progressive farmers in Maha
rashtra that their efforts at experimenting with a number of com
binations of crops during a year, made possible by the recent emer
gence of the hybrid varieties, have been obStructed by operation of 
the present Block system. 

Finally, I may refer to one aspect of Irrigation Water Manage
ment which has socio-political as well as economic overtones. This is 



the problem of the local management of the distribution of water and 
of the repairs and maintenance of distribution channels. In this con
text I shall permit myself to indulge in a generalisation. The transi
tion from an authoritarian colonial regime to a Federal Democratic 
one involves large changes in administrative practice and in the atti
tude of the administrators, and these changes we have been slow to 
recognise and slower to put into practice. I am convinced that in the 
ultimate analysis efficiency and appropriate local administration 
require active participation of the local community, whether the ad
ministration pertains to education or irrigation or to forest or health. 
In all contexts it has been found that of recent years the efficiency 
and authority of the local government officials have been undermined 
but local responsibility has not increased correspondingly. That local 
administration can be both efficient and honest I have no doubt at'alt 
While I was Chairman of a sugar co-operative factory, our factory 
administration was able to obtain from the State Government the 
work, on an agency basis, of distributing water during summer 
months not only to members of our co-operative but also to all irriga
tors within the area of the villages falling within the jurisdiction of 
the co-operative. We were able to show that administration by the 
co-operative sugar factory of this scheme of distribution raised fewer 
complaints than formerly and was able to distribute a given supply 
of water over a larger area. I am free to confess that a later Chair
man of the same factory told me of strains that could arise in the 
operation of the factory itself through taking on such burden of 
Irrigation Management. I cite my experience, therefore, not as sug
gesting a particular direction in which devolution of management 
should come about but merely to point to the fact that devolution can 
be successfully experimented with. I realise that conditions in our 
country vary greatly from region to region and that even within an 
area the changing human factor may lead to differing levels of effi
ciency of management. At the same time, I am convinced that the 
ultimate solution to our problems of local management can be found 
only by persistently experimenting with local devolution in all con
texts in which it appears to have the least chance of success. 

To sum up, it is seen that irrigation water management has to take 
into consideration a large number of socio-economic objectives such 
as a proper distribution of benefits, the conservation and optimum 
use of water and land resources, obtaining the maximum financial 
return from the irrigation systems, encouraging the adoption of the 
most profitable crop patterns compatible with conservation aims and 
making for the participation of the local community in management. 



THE SALARIE!S OF PUBLIC OFFICIALS IN INiHAt 

Preface* 

THE Donoughmore Special Commission on the Ceylon Constitution 
(1928) record in their report the following significant observations 
with regard to the salaries pOsition in that island. 

"No one who examines the detailed financial statements of the 
Ceylon Government can fail to be impressed by the high proportion 
of expenditure which is devoted to the payment of personal emolu
ments of public officers. Our enquiries revealed that the cost of the 
personnel in Ceylon Services had of late years risen to such a degree 
as to constitute a serious embarrassment. We have already observed 
that Ceylon has now reached a critical state in its history, and is 
faced with vast social and economic problems which call for prompt 
and energetic handling. It is of the utmost importance therefore that 
no obstacle should .be placed in the way of the Government in devot
ing to the solution of these problems the maximum of the funds it 
can make available. Yet we found that owing to the high cost of per
sonal emoluments the Government was reluctant to propose additions 
of staff, however, urgently needed for the development of their policy, 
and that improvements and extensions of important public services 
which were characterised as urgently required were liable to be cur
tailed and even deferred. 

This unhealthy situation is primarily due to the absence of any 
distinction between the salaries payable to Europeans and those 
payable to the Ceylonese. There was doubtless much to be said against 
any such distinction in the past, when the great majority of superior 
posts in the public services were held by Europeans ...... But the 
pendulum is now swinging in the opposite direction and we must look 
forward to a time, in the not distant future, when the Ceylonese will 
be found organising, directing and staffing their own public services 
with the assistance of a comparatively small number of European 
officers ... It would be contrary to the public interest and might in
deed he fatal to the attainment of this ideal, if the Ceylonese public 
servants were to continue during this process of development to be 

t Gokhale Institute of Politics and Economics Publication No.1, (now out of 
print) 1931. 

• Dated July 29, .1931. 



paid at rates which are not only wholly disproportionate to local 
requirements but which constitute a severe strain on their country's 
resources and give a false emphasis to the national budget." 

All this may equally truly have been said of India. Indeed, in so far 
as India is a country poorer, on the whole, than Ceylon, its social and 
economic problems more complex and the Indian Civil Service scales 
of pay higher than those of the Ceylon Civil Service the whole of the 
passage quoted may be said to apply to India with even greater force 
than to Ceylon. Again the "swing in the pendulum" referred to above 
has already gone far with us and we may expect in the near future 
a cessation of European recruitment. It is thus essential, and also 
fortunately possible, for us to envisage a system of manning and 
remunerating the public services of India with an eye exclusively to 
the internal conditions. of the country. This involves an entire re
assessment of the salaries of public officers in India and in the follow
ing pages an attempt is made to determine the basis of such reassess
ment. I have deliberately not concerned myself with the past and its 
con troversies, except in so far as a historical review helps to a clearer 
understanding of the present position. 

The future of India is intimately bound up with the extension on 
a very large scale of national social services in every direction and a 
radical -s~lary reform is a condition precedent to such an extension. 
It is, however, not only on fiscal grounds that a salary reform may 
be pressed for. I believe that it will have highly beneficial and far 
reaching effects on many aspects of our national life. It will remove 
very largely the existing false emphasis on government employment, 
it will help to correct the many wrong notions regarding standards 
of living current among our educated classes, it may induce in the 
mind of the official class a saner outlook towards the people at large, 
it will narrow considerably the gulf between the educated middle 
classes who are the natural leaders of our sbciety and the large mass 
of agriculturists and labourers and last but not least, it will consider
ably reduce the volume of middle class unemployment. 

This problem of salary reform has not always been given the 
attention it deserves in recent times in India. The circumstances 
under which the Lee Commission was appointed made it impossible to 
expect from that body an examination of this question from the point 
of view of the Indian tax-payer. But even the treatment accorded to 
it in the report of the Indian Statutory Commission is in sharp con
trast with the prominence given to it in the Donoughmore Commis
sion's report. In the report proper of the Simon Commission no refer
ence is made to this question, not even in the chapter dealing with 
the "Future of the Services." The only discussion of it is ·to be found 
in Mr. (now Sir Walter) Layton's report in a short paragraph 
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written in connection with central expenditure. Mr. Layton admits 
that the cost of administration in India is very high owing to the 
standard of salaries in the upper grades" but goes on to assert dog
matically, "So long as British personnel is still required these stand
ards must continue." How inadequate was Mr. Layton's appreciation 
of the total effect of the high standard of salaries on Indian finances 
is shown by the nature of the remedy he suggests. He writes, "the 
only way to meet the difficulty is to lower standard salaries through
out the service, but to increase the overseas allowance to British 
members." Indeed, Mr. Layton does not seem to have thought the 
problem important enough to merit much attention. For, though in 
the paragraph indicated he briefly dismisses the question by saying 
that it, ''however, affects the provincial budgets much more than the 
central budget," we vainly look for a consideration of the problem 
in the section devoted to provincial budgets. 

Though Royal Commissions have ignored the problem, public 
opinion has been much exercised about it. All champions of economy 
have advocated reductions in salaries. But even the numerous Re
trenchment Committees have not considered this question with the 
care it deserves. Perhaps it is but natural that this should be so. The 
Retrenchment Committees by their very nature are concerned rather 
with immediate economies than far-reaching reforms. And usually 
their suggestions take the form of some slight modifications of exist
ing scales based on vague and indistinct notions. It is necessary that 
the problem of salary reform be probed more deeply than has usually 
been done. This short study of it is published in the hope that it may 
contribute somewhat towards clarifying current notions and help to 
indicate a proper approach to the subject. 

Introd!uctWn 

Various circumstances have combined to make the question of 
salaries of extreme importance in India to-day. The two most notable 
of these are: (i) the financial situation in which the Imperial and 
the Provincial ,Governments find themselves and (ii) the impending 
transfer of control over services to the Indian Government and 
Indians themselves, with the probable cessation of all foreign recruit
ment. Owing to the present universal depression the financial situ
ation of all Governments is desperate enough. But wlhat makes it 
seem particularly hopeless in India is that on the eve of Swaraj, 
when the rightful duties of a national Government will have to be 
shouldered by us, the large expansion of expenditure thus involved 
can nowhere be seen to be offset by a corresponding possible expan
sion of revenues. In this predicament the reduction of salaries is an 



THE SALARIES OF PUBLIC OFFICIALS IN INDIA 109 

obvious measure of economy and an attempt is made in what follows 
to indicate the extent to which such a reduction may reasonably be 
made. Again, the cessation of English recruitment removes the major 
disturbing factor in the mutual adjustment of the different grades 
of pay and it is now possible for us to consider what should be the 
proper relation between these different grades when they are all 
recruited from amongst Indians themselves. I have divided the con
sideration of the question into two parts. In the first part is contain
ed a survey of the present position regarding salaries paid to Indians 
and how it has been reached and in the second a.n attempt is made 
to determine the independent criteria on which the new scales of 
salaries can be built up. 

PART I 

It is not necessary to go further back than the middle of the last 
century for a survey of the evolution of civil service salaries in 
India. We may wen start this survey with the report of Mr. Ricketts 
of the Bengl!l Civil Service who was appointed in 1856 by Govern
ment to be Commissioner for the revision of civil salaries and 
establishments throughout India. This report was presented in 1858 
and the Government of India in their despatch reviewing the report 
generally agree with the principles enunciated therein. A!s there 
were at that time no "natives" on the Bench of any Supreme or 
Chief Court, or in the Legislative Council or in the Civil Service the 
principles which Mr. Ricketts laid down concerned chiefly the quest
ion of the employment of Europeans in India. In determining their 
salaries Mr. Ricketts started with the highest posts within his pur
view and adjusted the other salaries to the scale he had fixed for 
these. The highest officers were the "Sudder Court" judges and as 
the Government of India remark Mr. Ricketts's "best consideration 
has been devoted to the subject. All his subsequent recommendations 
have reference to the salaries suggested for the Sudder judges." 
After being at much pains to collect opinions from all quarters as 
to the general principles on which salaries ought to be regulated, 
Mr. Ricketts decided that it would be fair and proper to calculate 
the salaries of the Sudder Judges partly with reference to the 
salaries allowed to the Members of the Legislative Council, partly 
with a view to provide an object of ambition to the Judges who may 
be selected for the charge of the English or Executive Departments 
and partly with reference to the elements which seem principally to 
have been considered in· England, namely, "the condition of the 
country or colony to which the Judge was to be appointed, the income 
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which would enable him to maintain a respectable position among 
those with whom he would have to associate, the attractions or dis
advantages occasioned by climate, society, distance, necessary ex
penses and the many other circumstances on which the desirable
ness or unattractiveness of a place depends." In these views 'the 
Government of India generally concurred. 

The finances of India which have always acted as some slight 
check to the extravagance in the salaries paid to British officers in 
India had been mainly responsible for the appointment of Mr. 
Ricketts. The state of finances had also earlier necessitated some 
reduction in the salaries of the Commander-in-Chief and the members 
of the Council of India. The statute of 1853 bad fixed the salary of 
each member of the Supreme Council at Rs. 80,000 p. a. and the 
salary of each member of the Legislative Council at Rs. 60,000 p. a. 
The Government guided by this standard had already ruled generally 
that no salary in India shall exceed Rs. 60,000. Taking all these 
considerations into account Mr. Ricketts recommended that the 
salary of the Chief Judge of the Sudder Court at Calcutta should 
be fixed at Rs. 48,000. We are not concerned here with the details of 
Mr. Ricketts's recommendations or of the variations made in them 
before they were accepted. We desire merely to indicate the 
principles on which it was generally agreed at this time that the 
salaries of Civil officers in India should be based. 

It has already been noticed above that in 1868 no Indian was 
employed ~n the higher ranks of officials in India. Yet in consider. 
ing the general question of the "Uncovenanted Services" Mr. Ricketts 
-did theoretically consider the question of the salaries of Indian 
officials. Mr. Ricketts's views on this question were certainly, for 
his times, extremely liberal. He advocated the throwing open of a con
siderable number of higher posts to native recruitment. He was 
also emphatically of opinion that no difference should be made bet
ween the emoluments of Europeans and Indians. And he was 
evidently prepared to accept the full logical consequences of his 
position. For, he realised that when there was a sufficient number 
of Indians fitted to hold the higher offices the standard of remunera
tion should steadily fall. "There will then be less' necessity for 
importing educated Europeans. The public service will be provided 
for without such resort to the expensive class as is now indispens
able." He, therefore, recommended ;that the salaries of such offices 
as may be thrown open should be fixed with reference to the competi
tion of qualified' natives. The whole discussion was, however, highly 
unreal at the :time, as Mr. Ricketts himself admitted, "though the 
office may be thrown open, I expect that it will be many years before 
a Native shall hold it." 
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Conditions in 1858 were simple enough. The salaries question 
was really a question of European salaries and the two main govern
ing conditions were on the one hand the finances of India which 
placed some check on wild extravagance and on the other the nece!!~ 
sity of inducing the right kind of Englishmen to come out to India. 
During the next thirty years the question of the employment of the 
natives of India assumed considerable importance. This reform was 
advocated on grounds both financial and political and the chief 
object of the Public Services Commission, presided over by Sir Char
les Aitchison, appointed in 1886 was "to devise a scheme which may 
reasonably be hoped to possess the necessary elements of finality 
and to do full justice to the claims of the Natives of India to higher 
and more extensive employment in the public service." It should be 
noted that though Indians had already at this time begun to comp$l 
at the Indian Civil Service Examina.tion in London the recruitment 
of Indians through this channel had been very slow and there were 
in 1887 only 11 Indians in the I. C. S. The other method of recruit
ing Indians for :the higher offices was nomination to the Statutory 
Service formed since 1870. The Commission, however, found that 
the Statut:!>ry system had failed to secure properly qualified men. 
As regards the conditions of pay, promotions etc. suitable to natives 
of lIidl,<1 appointed under the Statutory rules, the. Commission was 
clearly of opinion that the "general conditions of service accorded 
to officers of the Covenanted Civil Service, who are recruited in 
England, do not appear to be in any way suitable :to the Native of 
India obtaining office under the Statutory rules or otherwise appoint
ed in India. These conditions were framed to meet the circumstances 
and requirements of an agency which it is considered necessary to im~ 
port from England' and seem to the Commission to be wholly inappli
cable to such an agency as may be recruited in India." They concluded, 
"to apply to the Ia.tter agency the exceptional conditions found to 
be necessary for special reasons in the case of the former would 
appear to involve a charge upon public funds which is unnecessary 
and cannot be justified." Under the circumstances the Commission 
thought that the best way in which a higher and more extensive 
employment of the natives of India could be provided was by reducing 
the strength of the Covenanted Civil Service and transferring 
a corresponding number of appointments to a local service to be 
separately recruited in each province of India. The Covenanted Civil 
Service was to be reduced to a "crops d'elite" "'8 recommendation 
very similar to the oSuggestion made by Sir James Caird on financial 
grounds in 1880. Though it was generally felt that the one service 
would be mainly English and the other mainly Native it was laid 
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down as an essential condrtion of the scheme that "the conditions 
of each service respectively be the same for all who enter it to what
ever nationality !they may belong." But even though this principle 
was definitely laid down it was clearly recognized that the Imperial 
scale of pay was dictated by peculiar conditions and that this should 
not be allowed to influence the scales of pay of the Provincial Service. 

The grades of pay in the new Provincial Service which would con
tain the best element amongst natives should be fixed, the Commis
sion was strongly of opinion, "on independent grounds" and should 
bear "no relative proportion to those of the Imperial Service." "The 
simple principle which the Commission would adopt is to adjust the 
conditions of the Provincial Service by the consideration of the terms 
which are necessary to secure locally in India the desired qualifie&
tions." The Commission did not approve of the rule by which Natives 
of India appointed to a post were paid two-thirds of the salary fixed 
for Europeans holding a similar post. The Commission did not 
consider it within the scope of its terms of reference to discuss the 
details of the rates of pay etc., to be attached to the offices in the 
Provincial Service but it observed generally regarding this question 
that where the present Uncovenanted Service is graded, there would 
probably be no necessity for more than an addition in some cases to 
the higher grades, and in other cases the creation of grades above 
the present scale so as to absorb the higher appointments taken over 
from the Imperial Service. It is worthy of note that the Aitchison 
Commission recommended the term "provincial" with a view to avoid 
the invidious distinction complained of in the use of the term "un
convenanted." The Commission further recommended, "that as far as 
possible the members of the Imperial and Provincial Services should 
be put on a footing of social equality, and that when they occupy 
similar offices, they should be graded together in the official preced
ence list." 

The recommendations of this Commission met with a curious fate. 
Though the Secretary of State generally approved of the recommen
dations he refused to take the most important step necessary to give 
proper effect to them, that of removing certain appointments from 
the Imperial Service schedule and incorporating them into the 
schedule of the Provincial Service, with the result that the pace of In
dianisation became excessively slow and even in 1920 the full one-sixth 
of the total posts had not been transferred. This was due, as pointed 
out by Sir R. Craddock in a minute to the Lee Commission Report, 
to (i) the Local Governments "not bearing the matter sufficiently in 
mind" and (ii) the fact that the recruitment to the Indian Civil Ser
vice was based not upon 5/6th of the superior posts but upon the 
total. This would not have happened if the recommendations of the 
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Commission regarding the transferring of one-.sixth of the posts from 
the Imperial Service schedule had been accepted. Further, the expec
tations of the Commission that the new Provincial Service would 
hold an equality of status and social position wih the Imperial Service 
were, on account of various factors not fulfilled and the Commission 
thus failed to provide a solution of the questions of native employ
ment in India which possessed any reasonable element of finality 
in it. 

The next Royal" Commission on public services in India appointed 
in 1912 had presented to it a problem the circumstances of Which 
had changed considerably. The solutions they proposed were, there
fore, also correspondingly different. They found that the solution of 
the problem of employment of natives suggested by the Aitchison 
Commission had failed. Three grades of services, the Imperial, the 
Provincial and the Subordinate had been brought into being but the 
expectation that the status of the Provincial and Imperial officers 
would be reckoned the same and that Indians would be satisfied with 
the posts thro~ open to the Provincial Service were both unfulfilled. 
The Islington Commission therefore, found it necessary to recom
mend the reservation of a certain proportion -which varied from 
service to service - of posts in the Imperial Services to Indians. 
Speaking, generally, in all those Services where they contemplat
ed tIiat- the recruitment would be made partly in England 
and partly in India they indicated approximately the re
presentation which they wished to give to non-Europeans. These 
proportions varied. They were the least in the Indian Civil and Police 
Services. While the Commission recommended an almost entire 
Indianisation of the Indian Finance Service; the recommendation 
regarding the policy of Indianisation raised naturally in an acute 
form the problem of salaries. The 1886-87 Commission could think 
in terms purely of English conditions with regard to the salary of 
Imperial Services and in terms of Indian conditions only with regard 
to Provincial Service pays. But such a clear cut distinction no longer 
remained and the question had to be squarely faced as to whether any 
differentiation could be made between the salaries of European and 
Indian employees in a service. 

The third chapter of the report of the Islington Commission is 
wholly devoted to this subject and deserves careful consideration. As 
regards the conditions that existed when they reported they found 
that the practice varied considerably. In many cases there was a dif
ferentiation made between the salaries paid to the Indian and to the 
European. In some services Indians appointed in England received 
a salary equal to Europeans while Indians appointed in India were 
paid at a lower rate. In the Indian Civil and the Indian Medical Ser-
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vices "a position of equality had been reached almost insensibly". The 
Commission confronted with this problem sought to apply to it the 
general principle that Government "should pay so much and so much 
only to their employees as is necessary to obtain recruits of the right 
stamp and maintain them in such a degree of comfort and dignity 
as will shield them from temptation and keep them efficient for the 
term of their service." But it can hardly be said that this principle 
was applied with any consistency by them. They point at the outset 
to the two different schools of thought on this subject, one advocated 
equal pay for all, the other favoured differentiation. Equal pay they 
admit would remove the suspicion of racial favouritism but on the 
other hand they urge that "to set in India for the Public Services a 
standard of remuneration which is in excess of what is required to 
obtain suitable Indian officers is to impose for all time on the country 
a burden which she ought not to bear." Not only is the question of 
direct cost involved but further, "If young men, who are statutory 
natives of India are paid at European rates owing to the accident of 
their electing for a service in which a certain number of Europeans 
are required, then similar young men, who elect for other services, 
like the Post Office, for which Europeans are not imported, will need 
to be paid similarly, if recruits of the same elass are to be obtained 
as at present. The cirele of financial obligation will thus go on widen
ing and will finally touch the private market, particularly in the 
engineering and the edueational fields." Thus in applying the general 
principle they adopted, they had to ibear in mind these two considera
tions of removing suspicion of inequality and the position of the 
finances of the country. The Islington Commission proposed to get 
over this difficulty in the first place by fixing the standard of salaries 
of those services whose normal requirements they thought would be 
eventually met in India at rates calculated to obtain the required 
recruits in India, suggesting higher rates. for officers imported from 
Europe for the transitional period and for the other services by draw
ing up separate scales for Europeans and Indians. But these prin
ciples were not applied consistently. Some extremely important 
exceptions were made. The eqnality which already prevailed in the 
Indian Civil and the Indian Medical Services was retained nnd a 
special treatment of the superior educational service was recom
mended as it was felt that the reasons of 8entiment which suggest 
equality of payment were stronger in the case of administrative posts 
generally and in the case of the educational service in particular. We 
shall see how this exception affected the whole situation later on. The 
other measure suggested by the Commission was that a common list 
for all officers should be drawn up with seniority dependent on the 
date of appointment without reference to salary. For, they felt that 
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the existing grievances were due more to differences of dignity than 
of pay. [It is curious that this recommendation should have been 
made in spite of the experience afforded by the fate of the Aitchison 
Commission's recommendation regarding the status of the Provin· 
cial Service.] Another important recommendation made by the Com
mission on this behalf was that Indians recruited in England should 
not be treated otherwise than those recruited in India. "Such a 
policy", they opined, "must tend to retard' the development of Indian 
education." But even this conviction of theirs did not affect the case 
of the I.C.S. and the I.M.S. For, the Indian members of the Commis
sion urged that public opinion in India attadhedgreat importance 
to securing absolute equality between Indians and Europeans who 
had been through the same educational course; and further as the 
number of persons concerned was not large no departure from the 
existing practice was recommended. 

Regarding the specific recommendations of a scale of salaries 
suited to Indians the Islington Commission admitted that there was 
no reliable guide in fixing it in the case of India. In 'the United King
dom "where the ordinary weIl-educated individual in search of a 
career has a wide choice of alternative employment, their remunera
tion can safely be taken as a standard above which salaries in India 
must certainly be fixed." "But in India the competitive element of 
the problem is much less salient." "Here with the two exceptions of 
law and medicine, there is no caIling the average earnings of which 
may be taken as an indication of what the Government ought to pay 
in order to obtain service of the required type. Instead of being one 
of a number of rival competitors the Government of India is practi
caIly in the position of a monopolist employer." The Commission, 
therefore, proceeded solely on "pnnciples governed by the ideal of 
cheapness." The scales they proposed ranged for the ordinary gra
duate class, from Rs. 250 to 500 p.m.; while for services requiring 
"higher initial qualifications" they proposed a scale as from Rs. 300 
to 1050 p.rn. It is not clear whether the Commission had undertaken 
any detailed or systematic enquiries before determining these scales. 
They seem merely to be adaptations of the existing Provincial Ser
vice scales. 

The report of the Islington Commission was presented a year after 
the War had been in progress and it was not tiIl the beginning of 
1917 that it was even published. In the meanwhile circumstances had 
changed a great deal. Some decisions especiaIly regarding the in
crease in aIlowances and salaries were taken in 1919·20 and new 
scales sanctioned. But the services continued to memorialize for 
higher salaries and politicians agitated incessantly for increasing the 
pace of Indianisation. In 1923 a new commsision was appointed which 
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investigated anew this question. The report of the Lee Commission 
is a comparatively short document which further labours under this 
handicap, that no part of the evidence on which the Commission 
rested its findings is available to the public. . 

The problem of Indianisation had, because of the new Reforms 
introduced in the structure of Indian constitlition, assumed an en· 
tirely different aspect. In the provinces a number of departments had 
been transferred to the control of ministers responsible to the legis
latures and a new distinction had now to be made as between the 
services in the reserved and the transferred departments. It was ob
vious that officers in the transferred departments should not con· 
tinue to be recruited and controlled by the Se,cretary of State so that 
the ministers may have full control over them. The Lee Commission, 
therefore, recommended that no further recruitment should be made 
to All·India services as such ,operating in the transferred field; this 
work of recruitment being in future transferred to the Local Govern. 
ments. This meant that these services would in due course be com· 
pletely Provincialised. This was with regard to the services serving 
.within the sphere of Provincial Governments. With regard to the 
central services some were to be transferred entirely to the control of 
the Government of India while in others recruitment by the Secretary 
of State was stilI to continue. The All· India services employed in 
reserved fields, viz., the Indian Civil, Police, Engineering and Forest 
services, (and the I.M.S. which was specially treated) it was recom· 
mended, should continue to be recruited and controlled by the 
Secretary of State. For the services for which recruitment by the 
Secretary of State was to cease it meant practically a cessation of 
non·Indian recruitment. In the All·India Services, however, increas
ed Indianisation was to be obtained by the adoption of certain definite 
ratios of future recruitment of Indians which were recommended by 
the Commission. 

When the Commission came to tackle the problem of salaries it 
took a line radically different from that of the Islington commission, 
in the case of the salaries of both the European and Indian members 
of the services. The Islington Commission in the paragraph entitled 
"Principles on which salaries should .be calculated" note in the first 
instance the rise in prices that had taken place in India since 1905 
and commenting on the difficulty of unravelling the extent of adjust
ment effected by various increases in pay and allowance conceded to 
various services from time to time, write as follows. "Nor is it neces· 
sary that such calculations should be made, as they depend ultimately 
on the assumption that salaries should be kept at the same level for 
all time irrespective of the operations of the law of supply and 
demand. Such a position is untenable. The only safe criterion is that 
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Government should pay so much and so much only to their employees 
as is necessary to obtain recruits of the right stamp, and to main
tain them in such a degree of comfort and dignity as will shield them 
from temptation and keep them efficient for their term of service. 
Whilst, therefore, we have noted the rise in prices that has taken 
place, we have not based: on this any general recommendation." The 
Lee Commission on the other hand quote with approval the recom
mendation in the Montague-Chelmsford Report that "the present 
opportunity should be taken to do something towards restoring the 
real pay of the existing services to the level which proved attractive 
twenty years ago," and base their chief argument for a considerable 
increase in pays and allowances on the statistical argument of the 
rise in the index number of prices. (It should be noted in parenthesis 
that this argument was not held valid even in the case of post-war 
bonuses granted to British Civil Servants. For, these bonuses gave a 
relief substantially in accordance with the rise in the index number 
of prices only to the lowest strata). It is especially with regard to 
this question of- salaries that the entire< lack of evidence and other 

< material makes it impossible to judge of the findings of the Lee Com
mission. We are not concerned here with the pay of European mem
bers of the services. But when we came to consider the Commission's 
decisioncl'egarding the pay of Indians in the AlII-India services this 
lack of evidence causes some difficulty. For, their finding in this 
matter is opposed to that of the Islington Commission. While the 
earlier Commission was driven to concede equality of pay in the I.C.S. 
and in the I.M.S. it did so only as an unavoidable exception. The Lee 
Commission admitted that economy was one of the main justifica
tions for "Indianisation." It pointed out, on the other hand, that 
Indian members of the services went so far as to claim an increase 
in their salaries. (It would be highly interesting if we could examine 
any figures or budgets that may have been presented to support this 
case). The Commission viewing these "divided counsels" (one wonders 
if they expected the Indian members of the services to clamour for a 
reduction of their salaries) came to the conclusion "that it would be 
inadvisable to reduce the basic pay of the services." The principle of 
equality was thus definitely accepted except that the overseas pays, 
the remittance privileges and the passage allowances were benefits to 
which members of the services of Asiatic domicile were not entitled. 

We have thus reviewed the course of policy regarding the salaries 
of higher services in India over a pretty long period. In the early days 
with a fairly high rate of European mortality and with the consider
able hardships that were the inevitable accompaniments of a stay in 
India the salaries were naturally extremely high. The emoluments of 
the Covenanted> Services in these days were according to Lord Corn-
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wallis so fixed that "with proper economy they may be enabled to re
turn to Europe with a competency after a moderate period Of service." 
Everybody is acquainted with Thackeray's nabobs and the latter half 
of the 18th century and the first half of the 19th century were no doubt 
the palmy days of the English servants of India. The statute of 1853 
first put a limit to the extravagance of the higher salaries and 
Mr. Ricketts's efforts later on systematised them as a whole. Till 1886 
however, this was a problem of European salaries only. Heretofore, 
the salaries of the Natives were kept entirely apart from those of the 
higher services. The lower scales were framed to a large extent ac
cording to the availability of suitably trained Indians. No doubt, ",ven 
in these times the scales were comparatively high but they were not at 
all commensurate with the salaries paid to the Europeans and before 
1885 only a few Indians had gained admittance to the higher services. 

The recommendations of the Aitchison Commission were put for
ward with a view to creating two independent sets of scales of pay, 
one for the Europeans, the other for the Indians; but these recom
mendations as indicated above, failed in their purpose. And when 
the Islington Commission came to review the situation it had already 
become highly complicated. For, there was already a considerable 
number of Indians in the higher services getting equal pay with the 
Europeans and the expectations of pay of the superior Indian officers 
and their standards of living were fast rising; though curiously 
enough the supply of qualified Indians had very largely increased, in 
the meantime. The Islington Commission were convinced of the im
propriety of the principle of giving the same pay to Indians and 
Europeans alike. But they did not succeed in strictly working their 
conviction out in their detailed recommendations. They allowed 
equality to persist in the Indian Civil and Medical Services and newly 
recommended its introduction in the Educational Service. They thus 
set up in the three most important services a standard of pay for 
Indian recruits which was bound to affect every other service. It is 
also plain that the Imperial Service pays affected the height at which 
they themselves pitched the remuneration of the Finance Service. 
The years after the publication of the Islington Commission Report 
have seen an accentuation of all the evils of this artificiaDy high 
payment of Indians. During the post-war period there has been a 
rapid Indianisation of all sorts of services and a rapid development 
of new activities, especially, educational in India. There has been also 
witnessed a much greater rush of Indian students to England large
ly because of the Civil Service examination and because English 
degrees have counted for much in getting the bigger jobs in variolls 
departments and services in India. And all the evil conseqllences 
which the Islington Commission had. foreshadowed of tha differert. 



iation in payment of Indians recruited in India and in England on 
Indian Universities have naturally' followed. The Lee Commission 
would not recommend reducing the basic pay of the AII.Jndia 
Services while recommending a very considerable increase in the 
rate of Indianisation. Thus what could be treated as "exceptional 
and insignificant" by the Islington Commission became a major 
factor in the determination of rates of pay and conceptions of 
standards of living for the Indian middle classes. Recruitment to the 
Civil, Police, the Engineering, Forest and other services such as Rail
ways etc., takes place on such a large scale nowadays that salaries 
everywhere even in the private market such as Port Trusts, Munici
palities, Universities or the Native States have to be fixed and have 
all been fixed with relation to these Imperial Service pays. The 
Imperial Service pays which are fixed so high as to be able to attract 
the best type of British University recruit from his horne five thou
sand miles away are thus the controlling factor in the Indian market. 
This has obviously no relation to Indian conditions and entirely flouts 
the principle of-demand and supply on which the Islington Commis
sion lays so much stress and to which even the Lee Commission pays 
lip-service. How this continued inflated payment has affected our 
conceptions- is notoriously exemplified in the evidence of the Indian 
membeu of the Civil Service before the Lee Commission. Not only 
does th{s affect a single class but it has its effects throughout the 
scales. For, the remuneration of the Provincial Services, their 
allowances and even those of the Subordinate Services are necessarily 
affected by the inflated Imperial pays. 

It is interesting on this point to summarize the opinions of some 
of the Provincial Retrenchment Committees appointed by several 
provincial Governments in the period of financial stringency imme
diately following the introduction of the reforms. The report of the 
Bombay Retrenchment Committee (1923) begins by pointing out that' 
the general organisation of a cadre constitutes a commitment the 
consequences of which extend far into the futUre "the vested interests 
so created may absolutely preclude any remedy for many years even 
if the step taken is found to be a false one and the financial effect 
of any such decision is, therefore cumulative." Writing further on, 
about tl1.e Imperial Services they note as follows. "The fact that the 
Imperial Services are now to a very large extent recruited in India 
has in our opinion destroyed the chief reason for differential treat
ment so far as Indians are concerned. So far as we can observe the 
Indian recruits so obtained do not, as a class, possess any very mark~ 
ed superiority of qualifications as compared with those recruited into 
the Provincial Services on Indian rates of pay. In dealing with the 
Educational Department we had occasion to notice that a number of 
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officers have ,been transferred from the Provincial to the Indian Edu
cational Service apparently with no other object than to secure the 
necessary percentage of Indian recruitment in the latter. We desire 
to record our emphatic convictoin that if Indlianisation merely means 
the substitution of very highly paid Indian Imperial officers for 
Provincial officers it does more harm than good, since an entirely 
false standard of pay is set up for Indian officers which will render 
the future administration of the country most unnecessarily expensive. 
We see some evidence of this inflation in the revised rates of pay 
which have recently been sanctioned for the Provincial Services 
themselves." The Committee, therefore, conclude "In our opinior. 
the only basis of recruitment for Indians should in future be Pro
vincial." Indianisation of services must mean provincialisation and 
"instead of perpetuating an arrangement which involves a meaning
less distinction between the pay of Indians of the same qualifications 
a commencement should be made in building up in this manner real 
Indian Services under the full control of the Legislative Councils 
and on the most economical lines." "We would add that even where 
existing facilities in India do not provide the means of obtaining the 
training required for certain posts iin the Imperial Cadres, we see 
no reason why the fact that a recruit has undergone a few years' 
training in Europe should affect his pay during the whole of his 
service. If European training 'is essentially necessary it would be far 
cheaper to pay the actual expenses involved of a Provincial officer 
to obtain that training wherever available." This Committee also took 
evidence with regard to what were the suitable rates of pay for 
Indians but the amount of divergence of opinion revealed by the 
answers clearly convinced them that not very much thought had 
hitherto been given to the matter from this point of view. They then 
proceed to frame their own scales of pay but do not while dioing thie 
explain how they have arrived at these scales. The highest pay for 
any individual office they allow is Rs. 2,000 p. m. for Commissioners 
or Secretaries to Government. 

The Central Provinces Retrenchment Committee (1922) while 
making similar remarks regarding the necessity of Provincialisation 
of all services observe incidentally that "the further result of the 
present system has been that the pay of the ProVincial services also 
has been put rather unnecessarily high in order to avoid too great 8 

difference between the pay of Indian officers of an All-India Service 
and that of officers of a Provincial Service." They propose, therefore, 
in addition to the substitution of provincialisation for Indianisation, 
some slight revision of the Provincial Service pay scales. The main 
recommendation of the C. P. Committee in this behalf is that no 
Indian should henceforth be recruited for the All-India services and 



all Indian recruitment should be in the Provincial Services only. 
The C. P. Committee formulate definite proposals regarding pays of 
posts and grades without giving any reasons therefor; and curiously 
enough the highest individual pay they recommend, that for the 
Divisional Commissioner, mounts up as high as Rs. 2,500 p. m. There 
are many minutes of dissent on particular points of pay etc., and it 
is interesting to note that in one minute it is frankly conceded that 
a particular figure recommended is due to the salaries paid to the 
Indian Civil Service. "If the scale of pay paid to' the whole cadre is 
reduced, it would be possible to reduce the salaries attached to these 
posts." 

The Bengal Retrenchment Committee foIlow much the same line 
of thought as the two mentioned above but its specific recommenda
tions in certain respects go even further. It is emphatically of opinion 
that Indianisation to the extent of its advance should proceed on 
Provincial rather than on All-India lines. It is of opinion that much 
harm has already resulted from the present system of payment. "The 
recruitment of Indians to the All-India services has created an un
necessarily high standard of remunerations in the Provincial and 
Subordinate services and has led in some instances to the promotion 
of Indians. -from a Provincial to an Imperial Service without any 
increa,se,_of duties or responsibilities. We consider that the recruit
ment of-Indians on the present terms to the All-India service should 
cease, and that such Indianisation as may be determined on should be 
made from the sole stand-1X>int of provincial conditions." The 
Committee also definitely recommend that in case Indians still con
tinue to be recrutied to All-India Services their pay should be two
thirds only of the pay of European incumbents and further propose 
a general reduction in the Provincial Service pays which had been re
vised in 1920. They say, "the evidence we have received is whole
heartedly in favour of a reduction of pay and the general feeling 
is that unnecessary generosity was shown when the revisions were 
made." The reductions proposed vary from 5 per cent in the scale 
Rs. 250-500 p. m. to 33! per cent for officers drawing more than Rs. 
2,000 p. m. The highest office falling within the purview of the Ben
gal Committee was that of the District Judge and the salary they re
commend for this post is Rs. 1,500 p. m., the same as that recom
mended by the C. P. Committee for the post. 

No substantial relief to the Indian finances, however, accrued as 
a result of the deliberations of the retrenchment committees or of 
the provincialisation of some services. For, 'in the post-reforms period 
the increasing recruitment of Indians in the Imperial services con
tinued to exercise a powerful influence on the provincial scales; so 
that the mere provincialisations of a service by itself made no consi-
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derable economy possible. It may be enough to iIlustrate this by a 
quotation from a speech by Sir A. P. Patro before the services sub. 
committee of the Round Table Conference. "The difficulty with regard 
to the provincialisation of services is that in comparison with the All
India services the scales for the Provinces have had to be fixed, not 
altogether equal to that of the All-lndia Services, but in a certain 
approximation thereto. In Madras we have provincialised the Agri
cultural Service, dispenmng with the All-India basis, but there was 
such an amount of protest from the people concerned, that their 
emoluments ought not to be cut down or their conditions worsened, 
that it has been necessary to make two classes, called the A and the 
B class. The A class has been allotted a scale very little below- a 
few percent below - that of the All-India Services. It has also claimed 
special privileges. The members of the B class have also claimed 
a higher ratio in proportion of what they were getting. Therefore, 

, by dispensing with the All India basis and provincialising the 
service, being degirous of getting the best men possible for the 
Provincial Service, we have not been able to effect any great saving." 

PART II 

What appears clearly from the above account of the evolution of 
Indian salaries is that they have ceased to bear or almost never bore 
any clear relaliion to either what Indian conditions necessitate or 
what Indian finances permit. It is possible that the earliest of the 
Provincial Service scales were really so framed as just to attract the 
new educated classes then coming into being to Government service 
and that they were not unnecessarily high.' But evidently this has not 
been the case for many decades past. Even with a strictly limited 
number of Indians receiving EngTish education, and while only the 
provincial posts were open to them the Provincial scales of pay were 
found to be attractive enough to obtain the best type of Indian recruit. 
The conditions in these respects have, however, been fast changing. 
The spread of education-especially of collegiate education-bas been 
remarkable in modern times and the growth of the numbers in classes 
from whom Government officials in India are usually recruited has 
been tremendous. This has been followed, however, not by a diminu
tion of the emoluments but rather by a very considerable growth both 
in the scales of pay and in the number of prizes open to Indians. 

This has continuously affected the market, both Government and 
private, in other than Imperial Services. The payment of tnt Imperial 

1 See, however, on this point the account of Sir C. Elliott's views detailed 
below. 



services has set the standard which has had to be followed in all other 
services and employments. There is not, as has been often pointed, 
any considerable difference between the avernge attainments of 
persons who are fortunate enough to obtain Imperial Service posts 
and those who enter the Provincial Services. There ha.q never been, 
further, in the case of the Indian Civil Service recruitment in India 
any of that type of monopoly enjoyed by any special type of education 
as is enjoyed by Oxford and Cambridge in the case of the recruit
ment to the British Civil Service. The successful candidate at the 
Delhi examinations has not undergone any specially expensive course 
of education. He hails just from the ordinary, inexpensive Indian 
College. But because the class of those who are successful in this 
examination get a certain remuneration they set a standard for all 
the other Services also. Everything is adjusted to the Imperial Ser
vice pays. The Provincial and: the Subordinate pays have never had 
an opportunity to find their natural level but have been continually 
buoyed up by the range of the higher pay scales. 

When the Retrenchment Committees made the claim that Indiani
sation should also mean provincialisation, they were pleading for 
what was but fair. Such a tripartite division of the services is else
where unknown. It is wholly artificial, and due only to the peculiar 
conditions· of India. The generally accepted model of Civil Service 
organization, that of Great Britain in pre-war times had only two 
classes. Class I for recruitment to the higher administrative posts 
and class II for mainly the clerical establishments. And even this 
rigidity of a twofold division was sometimes complained against. 
The threefold division in India has a justification only when an alien 
official class rules us, but is obviously meaningless when Indianisation 
takes place. The proposal, therefore, that there should be no Imperial 
Indian officers is eminently just and needs no laboured defence. 
We can only contemplate, as elsewhere two classes of Government 
service recruitments (i) higher administrative and (ii)· clerical, in 
the case of all departments.- But when it comes to the fixing of the 
pay of these classes we are still left with no guide. The Isling1;on 
Commission or the Retrenchment Committees contented themselves 
with adding a little to the existing provincial scales. It is obvious,' 
however, that there is no justification for this procedure, if, as is 
generally admitted, the provincial scales are themselves unduly influ
enced by Imperial pays. This influence is inevitable and how one type 
of service or grade scale can affect recruitment to another may be 

• What I urge here is not 80 much the necessary adoption of a twofold division 
of Civil Services as the abolition of the present artillcial distinction between the 
Provincial and Imperial Services. 
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shown by the concrete example of the recruitment to the Educational 
Service in the first decade of this century. 

Before the recommendations of the 1886-87 Commission were 
adopted Indians were given graded posts in the Educational Service 
on an equality with Europeans. The number of Indians occupying 
such posts was sometimes quite large for the times. We find, for 
example, that in 188!} in the graded Educational Service in Bengal 
(corresponding to the later I. E. S.) 6 posts were held by Indians 
out of a total of 38. The Indians held a position of entire equality 
with Europeans and drew before 1881 the same pay also; but after 
that date according to the precedent of the Statutory Civil Servant 
they were paid two-thirds of the European's salary for the post. Now 
the curious effect of the Aitchison Commission's recommendations 
was entirely to bar Indians from the I. E. S. (The Islington Commis. 
sion notes that only 3 Indians had been appointed to the I. E. S. 
during the period 1,897-1915.) Further, the grades in the Provincial 
Educational Service were distinctly inferior to those in the revenue 
and judicial services with the result that it could not attract the 
best Indian material. The situation indeed in this respect was so 
serious that in 1908 the Government of India add'ressed a circular 
letter to the heads of all provinces desiring them to ascertain whether 
dissatisfaction prevailed in the Provincial Educational Services, 
whether this was well-grounded and the remedies they would suggest 
for its removal. The Provincial Governments all agreed generally that 
dissatisfaction where it existed was mainly due to the fact, that the 
promotion in it was too slow and the higher paid posts far too few, 
(some also point to the greater prestige enjoyed by officials of other 
departments as one of the reasons for the inferior attraction of the 
Educational Service) and the remedy suggested everywhere was the 
bettering of the general grades and the addition of some listed 
posts as in the case of the revenue and judicial provincial services. 
It would not, we believe, be contended that the pay given to members 
of the Provincial Educational Service in those days was in itself too 
low. The case only shows too clearly what is the likely effect of low 
remuneration in any particular service which seeks to attract recruits 
from the same source as the more highly paid services. It is only too 
clear that this has been happening all along the line. With Imperial 
Service posts being open to Indians all other competing employments 
have had to offer similarly high salaries to attract Indians of the 
same type. A glaring example of this being the abnormally high 
salaries that are paid at present in the Indian universities. The new 
Indian universities with teaching departments, many of them man
ned almost exclusively by Indians, are paying salaries in some cases 
actually in excess of those paid even by the British universities. A 
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professorship in a provincial English university may be worth any
thing from £ 800 to £1,000 per annum and will attract the best 
talent in England. A similar post in India will be advertise~ at any
thing from Rs. 750 to 1250 per month. Is 'it to be wondered that 
Indian university finances are nowhere very satisfactory ? The evil 
effect then of the high Government salaries is all-pervading. It has 
resulted in creating an absurdly overpaid class of a fortunate few 
(those who get into Government or other services) side by side with 
very considerable unemployment and has resulted in India paying 
a price, enormously above the market price, to its servants while 
financial ruin stares it in the face. 

If therefore, we argue that the present Bcales whether prOvincial 
or imperial offer no basis for the determination of what is the proper 
measure of remuneration for public servants in'India, we must seek 
some independent criteria which when applied to Indian conditions 
yield this result. We postulate, of course, throughout this discussion, 
a cessation of further recruitment by the Secretary of State in 
England. We take it for granted that the services are to be all purely 
Indian and that the conditions of services etc. will not be affected by 
any extraneous considerations. Presuming these changes it is obvious 
that what will determine the payment made to Government servants 
in India is-in the first instance the financial resources of the country 
or what-we may call the "demand" side of the question and on the 
"supply" side various considerations such as the cost of training in
volved the need of attracting the proper type of recruit and giving 
him a proper social position etc. 

Leaving aside for the moment the "demand" side, we may remark 
as to question of the cost of training that this is a comparatively in
significant factor except in technical employment in India. We have 
already noted above that the results of the Indian Civil, Finance and 
other competitive examinations held in India show that in these exa
minations no particular advantage is held by any particular univer
sities or coIIeges. The original ideal of the British Civil Service 
examination that of attracting the best talent from among the uni
versities of Cambridge and Oxford necessitated a fairly high 
standard of payment. In India there are no educational centres hold
ing the position or enjoying the prestige of Oxford and Cambridge 
and the ordinary colleges are so cheap that the raising of the cost 
of higher education has in some quarters been seriously put forward 
as a remedy for unemployment among the educated classes. No doubt 
the situation is somewhat different so far as technical qualification 
is concerned. The engineering, medical and agricultural coIIeges are 
fewer and being situated in the bigger cities the cost of education 
in them is slightly higher than in the ordinary arts, science and law 
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Colleges. What is more important, however, is the fact that for certain 
types of technical employment Indian universities do not afford an 
adequate training and that, therefore, a stay at some foreign univer
sity becomes necessary. This difficulty is specially accentuated by 
the fact that at present a degree from a foreign university is in it
self sufficient in most types of employment to secure 'the candidate 
a superior claim over the best products of Indian universities. The 
resultant situation is that an unnecessarily large number of Indian 
students seek education in foreign lands involving an appalling 
waste of Indian money. The situation is worsened by the competition 
for the I. C. S. held in London and by the special privileges enjoyed 
by those called to the Bar in England. That it also weakens the 
respect for Indian universities and weakens the impetuB for improv
ing their standards' is clear. The obvious remedy which has been 
long suggested is that Government should, when it requires a special
ly trained officer depute him and bear the cost of his training, instead! 
of as now, paying him a higher salary throughout the period of his 
service for having got that training on his own initiative and ex
pense and indirectly encouraging a very large exodus of Indian 
students abroad in the hope of considerably bettering their prospects 
of getting employment when they return. The cost of training has 
thus no determining voice in the remuneration of officials and we 
may lower the scales of pay a very great deal without affecting 
supply from this side. 

There remains the question of social position and integrity in the 
service and the question of attracting the proper type of recruits in 
sufficiently large numbers. The first offers a problem which is almost 
insoluble. We cannot determine absolutely what social position a 
Government official ought to hold. That he should be above want 
is clear; that his salary should not be so low as to make the tempta
tion of illegally increasing it too great, is also clear. But there is no 
absolute measure .by which we can determine these things. For the 
"poverty line" varies from country to country and it depends on the 
prevailing conception of the "standard of living" whether a man 
will consider himself well-off or otherwise. AIl long as persons of 
similar standing, qualifications and attainments are on an average 
earning much more elsewhere there is bound to be dissatisfaction. 
It depends, therefore, primarily on the prevalent standard of living 
whether certain scales of payment are suitable or not. In this connec
tion it may be pointed out that the existing state of things provides 
us no guide whatsoever. For the whole situation is an artifimally 
created one. The Imperial Service posts are the prize posts of the 
educated middle classes and the Imperial officers the aristocrats of 
this class. Their standards and conceptions in turn are a reflected 
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image of the standards of the European official. It is these European 
standards at second hand that thus influence our society most power
fully and captivate its imagination. For the large mass of the educat
ed classes these standards are never attainable, but they exercise a 
powerful influence over their expectations and by holding up unreal 
ideals have been responsible for a considerable part of the prevail
ing economic discontent. In the existing type of social and economic 
organisation all over the world the Government official holds a posi
tion much above the labouring and 'somewhat above the skilled art
isan classes. But apart from this general idea, the result of supply 
forces, no definite standard can be laid down. Our standards of living 
again, being themselves the effect of the present scales of pay, can
not be taken for granted. The "social position" criterion thus offers 
us no help except perhaps indicating the minimum below which the 
salaries cannot go. 

There is then the further test of alternative employment. The 
difficulty of applying this is also very great. For, as the Islington 
Commission pointed out long ago, Government is almost a mono-· 
polist in this respect and it is rather the scale of official pays that 
sets the standard for other services than vice versa. The scales of 
pay of all _other big employer bodies such as universities, corpora
tions, port trusts etc., are shaped by Ithe pays enjoyed by Govern
ment ·sA'vants. There are very few types' of regular employment open 
Ito middle classes in general of whom this could not be said. It may, 
however, be conceded that the earnings in the medical and the legal 
professions throughout the country are ndt, at least, directly affect
ed by these scales and these may, therefore, be taken as true alter
native employments. In this case, however, there is little data avail
able about average earnings. Vague guesses may be made but they 
could not be taken as the basis of a valid statistical comparison. The 
profession of law is notoriously overcrowded throughout India and 
it affords but a scanty living to the majority of those who follow it. 
The medical profession though slightly better-off than law, is still 
congegted. The general impression, which is so strong as to be stat
ed with some certainty as a matter of fact, is that in neither of these 
professions is the average earning to be at alI compared with the aver
age remuneration obtained 'by members even of the Provincial ser
vices. This would merely indicate that the salary scales are too high, 
a fact that is too well-known, without indicating the level at which 
they may well be fixed. We are thus forced to resort, because the 
Indian conditions are themselves so considerably affected by.the 
present salary scales, to a comparison with other countries to find 
out the relations that the Civil Service salaries Ithere hold to (a) 
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the general financial conditions of the country and (b) the earnings 
in dther occupations. 

We may begin this part of our discussion by drawing the atten
tion of our readers to a most important official document entitled 
"Note on the scale of salaries received by subordinate employees of 
the Government of India" written by Sir Charles A. Elliott in 1888. 
Sir Charles was induced to write this note because the whole question 
of native salaries had been opened up by the recommendation of the 
1886-87 Commission which had held that Native salaries should be 
entirely independent of European scales. The note chiefly aims at 
presenting a comparative picture of the salaries obtaining in India 
and elsewhere. Sir Charles Elliott was able to collect reliable and 
detailed information through the British Foreign Office regarding the 
conditions regarding pay, pensions etc., and strength of cadres in the 
various grades in many other countries and the Appendix to his note 
contains fully tabled information about 17 foreign Governments. 
The note indeed is so interesting that no apology is needed for briefly 
indica'ting here the nature of its contents. Sir Charles begins by 
pointing out that there is in India no private employer who can or 
does compete with Government. He is of opinion thltt with regard 
to clerical work Government pays higher salaries than private em
ployers in Bombay or Calcutta, though for menials it does not pay 
too much. In the main, however, he is concerned with the salaries of 
the native·official class. He lays down at the very outset two general 
considerations: (i) India is the poorest country in the world; and 
(ii) education in India is spreading so rapidly as to make it reason
able to expect a downward trend in salaries. Actually, 
however, Sir Charles finds that ''there is a constant tendency 
in the minds of Government officials to advocate a Iftill higher 
scale." This extravagance in Indian salaries he attributes to (i) 
their being modelled on Anglo-Indian salaries; and (ii) the alteration 
in the Indian's standard of living. Apropos of the latter Sir Charles 
writes that anyone who compares the comfortable position of a vil
lage land-owner who enjoys Rs. 1000 of net rental with the poverty 
Of a clerk in a Government office on Rs. 80/- p.m. will see the differ
ence made by this alteration. Sir Charles then proceeds to draw a 
detailed comparison of Indian salaries with those obtaining in other 
countries. He points out that even though Indians do not fill the 
highest posts in Government employ yet the provincial service scales 
are higher than those of most of the highest posts in foreign Govern
ments. He remarks, for example, "there is not a single one of these 
chief magistrates of sub-divisions on the continent of Europe who 
receives as large a salary as the lowest grade Deputy Magistrate or 
Collector in Bengal." The obvious conclusion is thus reached that the 
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scale of Indian salaries and pension benefits etc., is the highest in the 
world. To conclude Sir Charles writes, "I do not expect that salaries 
can be lowered al1 round at one blow; but so far as new rates and 
scales have to be fixed for the Provincial Service, I think they should 
be fixed at a lower level and a steady and gradual process of reduc
tion whenever an opportunity occurs should now be commenced."· It 
cannot be imagined what incalculable benefits to the Indian Ex
chequer and to our national life in general would have resulted if 
this recommendation had been fol1owed. It was, however, not heeded 
and most strange to relate this valuable document is not even so much 
as referred to .by any subsequent enquiry into service pays or by any 
of the innumerable retrenchment committees. We wonder whether Sir 
George Schuster or the recent Committee at Simla knew of its exist
ence. Any way we would certainly urge upon Government the neces
sity of col1ecting recent data on Sir C. Elliott's lines and bringing 
his note to date. 

It is not easy for a private individual to collect this kind of de~il
ed information. This is not, however, necessary. Firstly,our 
approach to the llroblem is somewhat different from that of Sir Char. 
les Elliott, and secondly one can from the numerous reports, especial1y 
in the post-war period, of committee and commissions regarding offi
cials' salaries in various countries and from the figures available in 
publications like the Year Books col1ect enough .material to present 
in a proper perspective the position of official salaries in foreign 
countries. An attempt is made in what follows to do this as briefly 
as possible. 

We may wel1 begin with Great Britain where modern Civil Service 
organization may be said to have originated and where the service· 
is among the best paid in the whole world,....... always of course, ex
cepting India. The highest class, in the Treasury classes of the 
British Civil Service, is the Administrative class, the recruitment to 
which takes place by the same examination as that for the I.C.S. in 
'London. The scale' of salaries is £ 200 p.a. rising by annual incre-· 
mente to £ 500 p.a. The initial salary of the next grade above is £ 700 
rising to £ 900 and there are, it is said,' good prospects of promotion 
to higher. posts having a scale of £ 1000 rising to £ 1200. These are 
the graded scales. There are, however, higher posts with emoluments 
ranging from £ 1200 to £ 1500. Further the Deputy Secretary in each 
department receives a salary of £ 2200 and the Permanent Secretary, 
the highest post to which a civilian may rise, receives £ 3000 p.a. In 
contrast with the position of the Imperial Services in India it may 

8 Only the male salary scale is throughout mentioned; the female salary scale 
i. away. slightly lower. . 

• Barking and Martin, Car ..... in the Civil S.rvic., 1928. 
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be noticed that while the total strength of the British Administra
tive class is 1140, there are in the service only 96 posts above the 
rank of Assistant Secretary, a grade which receives a basic salary of 
£ 1000 to £ 1200. The Executive class formed on the recommendation 
of the Reorganization Committee (1920) has an initial salary of 
£ 100 p.a. rising by annual increment to £ 400 with prospects of pro
motion to the higher Executive grade with scales of pay of from 
£ 400 to £ 850. Next to it comes the Clerical Class. The initial salary 
of this class is £ 60 rising to £ 80 p.a. at the age of 18 and rising 
thence by varying annual increments to £ 250 with an efficiency bar 
at £ 180. The lowest class of desk employees are the Writing Assis
tants who are employed on hand-copying and transcribing work, on 
the addressing of letters' etc. This class is recruited by an examina
tion, the age limit for which is 16 to 17. The salary scale for this 
class is 18 sh. per week rising to 22 sh. at the age of 18 and then by 
annual increments of 2 sh. to 36 sh. per week. These types of scales 
may be further exemplified by the schedules of pay for the Inspectors 
of Taxes (recruitment age 21-24) which are as follows; Inspectors 
and Assistants: £ 160 to £ 500 p.a. Senior Inspectors etc; £ 550 to 
£ 900. The Deputy Chief Inspector receives £ 1200 while the Chief 
Inspector's salary is £ 1500. Or take the Educational Inspectorate. 
Here the Assistant Inspector of elementary schools receives a salary 
of from £ 300 to £ 550 p.a. The Inspector's grade of pay of Elemen
tary, Secondary and Technical schools is £ 500 to £ 900. Divisional 
Inspectors receive from £ 1000 to £ 1200 and Senior Chief Inspec
tor for England gets £ 1500 per annum. The grades for higher officers 
are much the same whether, for, example, in the Post Office, the 

. Ministry of Health or the Government Chemist's Department. One 
thing, of course, has to be noticed, which is, that the above scales 
usually do not include the war bonus. The war bonus is given accord
ing to a complicated sliding scale. It has the effect of giving a large 
increase of salary at the lower grades of pay and a comparatively. 
small increase higher up. Considering, for example, that the cost of 
living index stands at 165 (which is the basis on which it was cal
culated after September 1930), it would give a fulI 65 per cent in
crease on all 'salaries below 35 sh. per week, about 43 per cent at 
£ 200 p.a. and 83 per cent at £ 400 p.a. There is no bonus on the 
amount of salaries above £ 500 and no bonus at alI is paid to those 
who are in receipt of salaries higher than £ 2000 and, 'therefore, for 
salaries of between .£ 500 and £ 2000 the same absolute amount of 
bonus will be given; This will amount approximately to £ 135 with 
the index no. at 165. It will be seen that the lowest salary at the age 
of 18, that of the Writing Assistant, would under these conditions 
approximately be £ 95 p.a. 
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As another example of the type of salaries thought to be desirable 
and proper in England and the relation held between the various 
grades of servants in a given department may be cited the recom
mendations of the Committee on Police Service in Great Britain 
which reported in 1920. (It should be noted that this Committee had 
a similar problem presented to it as the Lee Commission - the deter
mination of rates of pay increase consequent on a rise of prices. The 
Committee, however, did not think it necessary to suppress evidence. 
It gives the most elaborate tables about the living conditions of the 
police and a series of specimen family budgets.) The scale recom
mended by this Committee was for Constables 70 sh. to 90 sh. weekly, 
for Sergeants 100 sh. to 112 sh. 6 d. per week; for Inspectors £ 325-
375 p. a. Superintendents £ 550 to £ 700 and the highest salary re
commended was that for Chief Constables in the Metropolitan Police, 
that of £ 1,000. 

We may now turn to the other countries and briefly present the 
facts. In South Africa the public service scales of pay are fixed by an 
Act of 1923 and are given in the South Africa Year Book. In the ad
ministrative class the highest grade that of the First Secretary has 
a scale of £ 1400-40-1600 p.a. while the lowest grade in this class 
that of senior clerks is £ 475-25-550. In the clerical division the first 
Assistants have a scale of £ 370-20-450 while the (male) lowest grade 
of clerks is £ 140-15-200. In the professional services the graduate 
scale is £ 270-290-340-360-30-600 and non-graduate scale £ 270-20-
350-30-500 p.a. 

In Canada' the highest post to which a civil servant can rise is 
that of the Deputy Minister. All Deputy Ministers except those for 
Finance, Railway and Justice were in 1924 in receipt of a salary of 
$6,000 p. a.· Only the three latter received a salary of $10,000. Officials 
of the type of the Director of Forestry, Controller of Currency, 
Director of Fisheries etc., received salaries varying from $4,500 to 
$4,800. The senior clerks' scale of pay was from $1,500 to $2,000; of 
clerk-stenographers, $960-1,200 and the lowest grade of Junior clerks 
got from $600 to 900. The general Candian scales are very low and a 
revision thereof is repeatedly demanded. A recent Royal Commission 
(1930) recommended entirely revised scales regarding the payment 
of technical and profeSSional officials. The salaries proposed range 
from the !owest grade $1,800-2,160 to the highest $5,700-7,200 with 
some special posts of $7,500 and upwards. 

The payment of public officials in U.S.A. and Canada is not made 
on the system of general Civil Service grades but is based on a de
tailed classification of the different individual posts of officials, clerks 

• Figures taken from the Budget estimates for the year 1924 
• 1 $ is equal to Rs. 2.12 approx. . 
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etc. in the various departments and fixing the pay scales for each 
type of post. A series of service monographs published by the In
stitute for Government Research on various U.S.A. Federal Govern
ment Departments contain detailed appendices giving the schedules 
of salaries obtaining in these offices. The following are some typical 
salaries abstracted from these monographs. An idea of the annual 
salaries of officials will be conveyed by them. Department 0 f Justice
Attorney General $15,000;7 Solicitor General $10,000; Assistant 
Attorney Generals $7,500; District Attorney $3,000-10,000; Marshalls 
$3,000-6,500. General Accounting Office :Controller-General $10,000; 
Assistant Controller General $7,500; Chiefs of Divisions $3,800-
6,000; Chiefs of sections $2,400-3,600; Investigators $3,000-5,000; 
Auditors $1,680-3,000. Federal Trade Commission: Commissioners 
$10,000; Chief Economist $7,500, Civil Service Commission: Com
missioners $7,500; Chief Examiner $6,500; Chiefs of Divisions and 
District Secretaries $3,800-5,000. Tariff Commission: Commissioners 
$7,500; Special Experts $3,500-5,000. Bureau of Internal Revenue: 
Commissioner $10,000; Deputy Commissioner $5,000; Revenue Agents 
$4,200. Bureau of the Budget: Director $10,000. Federal Board for 
'Vocational Eduootion: Members $5,000; Chief of Trade and Indus
trial Educatiotl Service, $5,000; Chief of Agricultural Service $4,600; 
Chief of Commercial Service $4,000. The monograph on National 
Government and Public Health gives the salary of the Surgeon 
General as $7,600, of Assistant Surgeons as $2,0OO-4,OO() and the 
scales for the Professional and Scientific services as $1,860-7,600 and 
the sub-professional services $900-3,000. 

Below the officials are a series of clerical grades including senior 
clerks, typists, stenographers, clerks for special duties etc. The most 
typical of the clerical grades are as follows: $1140-1500; 1320-1680; 
1500-1760; 1680-2040; 1860-2400 p.a. $1140 seems to be the lowest 
salary paid to a clerical employee. Among the labouring class em
ployees are to be observed the following grades: Under mechanic 
$1140-1500; Senior labourer $1020-1260; Junior labourer $900-1140; 
Messenger boys, $600-780. 

The salaries of public officials in Germany have been regulated by 
an act of the Reichstag passed in December 1927.8 The officials en
gaged in general administration i.e. in departments other than the 
departments of Army and Police have heen divided into two classes: 
(i) The higher grades, with fixed annual salaries, for the highest 
type of officials and the ministers and (ii) The administrative ser' 
vices, with incremental scales, for the vast bulk of the civil servants 
There are 8 higher grades. The lowest has a salary of 14,000 R. M. 

7 This i. a cabinet posL The salary of all ministers in U.S.A. is $ 15,000 p.a. 
8 Ind .... trial and Labour Information, 30th JannaI")' 1928. 
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p.a. and the highest a salary of 45,000 R. M. p.a. (The salary of the 
President is fixed at 60,000 R. M. p.a.).9 The Administrative services 
have a series of grades the nature of which may be illustrated by a 
few examples. The highest grade that of the Ministerial Councillor 
has a scale of 8400-12,600 R. M. p.a.; Grade 3: Principal Secretary, 
44,800-7,000: Grade 4c: Superintendent or Senior Secretary, 2,800· 
5,000; Grade 5b: Head of the clerical department, 2,3()()'4,200; Grade 
7: Secretary, 2,350-3,500; Grade 9: Chauffeur, clerk or head mecha
nic, 1,700-2,600; Grade 11; Office messenger or postal clerk, 1,500. 
2,200; Grade 12: Fireman, Hall-porter or Rural postman, 1,500. 
2,200. 

Before the passing of the 1927 legislation the salaries of the high 
officials of the German republic were as follows.10 Chancellor of the 
Reich, R. M. 36,000 plus R. M. 18,000 allowance; Reich Ministers, 
salary 33,000 R. M. plus 4,800 R. M. allowance; State Secretaries, 
22,900 R. M. 

For Japan the figures supplied by the latest year book are as fol. 
lows. There are two main grades of the Civil Service. The scale of the 
2nd grade is from 40 to 160 yens" per month and of the 1st grade of 
the Civil Service from 1200 to 4500 yens per annum. Among the high 
officers Parliamentary Councillors receive yens 5200 p.a. Perfectural 
Governors; yens 5200--6,000; Heads of Departments generally and 
the Privy Councillors, yens 6,500 p. a. Ministers of State, yens 8,000 
and the Prime Minister, yens 12,000 . 

The French grades of pay are in a fluid condition at present. The 
Martin Committee which did its work in 1927 and so completely over
hauled the system that it was able to bring the number of different 
salary scales down from 483 to 42, drew up the salary scales between 
the limits of 8,000 to 80,000 francs." There has been since further 
clamour for a revision on account of exchange variations. There are 
two rival trade unions, the National Federation of Civil servants and 
the Independent Federation of French Civil servants. Towards the 
end of 1928 the first was claiming a re-dTafting of scales between 
the limits of francs 9,000 and 100,000 and the other which enunciat
ed the general principle that "the revision of salaries should be based 
on the needs of the lowest rather than the highest grades" resolved. 
for a minimum of 10,800 francs and a maximum of 100,000. It will 
be observed that the proportion of the highest to the lowest in one 
case is 11 : 1 and in the other less than 10 :1. In 1929 the Chamber of 

• 1 Re is equal to Ii R. M. approx. 
10 Europa, Yea,r Book, 1928. 
" 1 Ven is equal to Ro. 1-6·0 approx. 
12 1 Re. is equa1 to 9.4 Franes approx. 
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Deputies adopted the revised Government proposal of francs 8,500 
minimum and francs 110,000 maximum. The National Federation has 
in the meanwhile increased its demand to 10,800 minimum 125,000 
maximum, the rival federation stoutly opposing the higher maximum. 

No doubt these comparative statistics could be indefinitely multip
lied but the figures given above should suffice to convey a clear idea 
as to the conditions in the various countries. We intend to examine 
these figures from two points of view. (i) what proportion does the 
payment of the lower type of official bear to the earnings of the 
labouring classes of that country and (ii) what is the range of 
variations in the salaries of the official class from the lowest clerk 
to the highest administrator. It would have been also valuable if we 
could have compared the official salaries in the various countries 
with the earnings of the profe!l!lional classes etc. from amongst 
whom the bulk of the officials are recruited. We have, however, so 
little statistical evidence available on the subject of professional 
earnings that this type of comparison cannot be made. But in this 
connection the results of investigations embodied in a publication 
regarding the position of engineers in Government employ in the 
U. S. A. will be of interest'S It is pointed out here that security of 
tenure and the opportunity of public recognition are two important 
advantages in public service. After a detailed survey the conclusion 
is also reached that the lower grades of engineering work are better 
paid in Government service than in private practice and that the 
salaries are on an average better in the beginning in Government 
service but are poorer later on. The number of high-paying positions 
in Government service is few. Again "National Governments, states, 
cities, technical schools salaries, while closely corresponding with 
those paid by railroad companies during the first 20 years, are 
materially less .after that period: other corporations and private 
companies pay considerably higher salaries and the largest incomes 
are those of consulting and contracting engineers." The authors of 
"Careers in the Civil Service" write of British Civil Service salaries 
as follows :- "The scales of salaries in the Civil Service do not at 
the present time, compare unfavourably with those of employees in 
analogous occupations in the commercial world ...... It is quite true 
that the highest prizes offered in the business world greatly exceed, 
from a financial point of view, anything which can be· attained in 
the civil service. It is on the other hand undeniable that the remune
ration obtainable by the majority of employees in the Civil Service is 
higher than that of the majority of those in business world who ente1' 
as employees without capital or influence,"u 

13 Engin .... in Public 861'1)ic., Bureau of Municipal Research, 1916. 
" Italics mine. 
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Except such general remarks as quoted above we have no material 
for a comparison of official salaries with professional earnings. We 
can, however, compare them with the earnings of the labouring class
es. To begin with England, the average earnings of males of all ages 
classed as wage earners in 1924 were estimated at £ 115 lG a year. 
This average included both boys and the super-annuated and the 
average earnings of men at full work carne up to £ 132 p. a. The 
results of Bowley and Stamp's enquiry into the position of salaried 
persons are also interesting. The enquiry revealed. that most of the 
salaries were above the level, £150. The material for the enquiry was 
obtained from a number of firms, companies and local authorities. It 
showed that the largest number of low salaries were recorded in banks, 
where a quarter of the total number of male employees got a salary 
of less than £ 150, while the lowest (3.2 per cent) was amongst, 
teachers employed by local authorities. These figures give us some 
idea as to the relation that salaries of the lower grades in public 
employ bear to the earnings of the working classes. The lowest grade 
of the public official starts at rather an early age and has a lower. 
starting pay than that of the manual worker. Even the highest grade 
of the Writing Assistant does not bring him up toa scale that is 
higher tha~ the middle class of skilled workers. It is aJso fairly 
clear that .£ 150 was in 1924 the lower limit of the earnings of the. 
salariila'-classes in general. This is only a little higher than what a 
member of the Clerical Class of the British Civil Service would have 
got in .1925' • at the age of 18. Further "In the Army and Navy the 
number of salaries less than £150 appears to be negligible." Among 
the Professions are included the clergy ("very few of whom are be
low the minimum,") and as classes among whom there may be earn~ 
ings less than £ 150 are noted "teachers other than those employed 
by local authorities, professional sportsmen and clerks attached to 
professional men." Of the total number of those enumerated under 
the heading "Professions" at the Census of 1921 it was taken as· II 
safe assumption that not more than 15 per cent earned less than £ 150.· 
To put the correspondence between the earnings of the two classes 
in another way, it may be said that the average earnings of the male 
adult labourer at full work were up to the lower limit of the earnings . 
of the salaried and professional classes. 

For further comparison the following scales of wages of skilled 
and unskilled labour in England obtaining in 1925 may be noted. 

10 This figure and the figures that foJlow are taken from Bowley and Stamp'. 
paper "National Income", 1924. 

,. With the index no. at 180. 
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Labourers: Engineering 

(weekly) 
s. d. 
40-2 
38-5 .. Shipbuilding 

Bricklayers 73-6 
Bookbinders . . 73-4 

This would show that in 1925 the wages of the unskilled labourer 
were a little higher than the starting pay of the Writing Assistant, 
while the wages of the skilled labourer were somewhat higher than 
the Writing Assistant's highest grade, or equal to the lower grade of 
the Clerical Class. 

As regards the range of variations it may be noted that the highest 
grade as much of the Civil Services is £ 1200-1500; there being, of 
course, a few specific posts such as that of the Deputy Secretary and 
Secretary which go far above this. If we take then £ 150 as the 
lower limit of salaries there is for the highest payment of a regular 
pay grade in the Civil Service a range of ten times the lowest or if 
we take the salaries of the Secretary a range of up to twenty times. 
In the individual departments for which we have cited figures the 
salaries of the highest and lowest posts do not show even as large a 
range as ten-fold. 

In South Africa the problem of comparing the salaries with the 
earnings of the working classes presents some difficulty as the work
ing classes there are the Negroes. But some figures may be given 
for the earnings of the European skiIIed labourer. The following 
are the figures for July 1925 :-

s. d. 
Engineering (per day) 20 0 
Typesetting (per week) 134 9 

Other printing ( .. ) 122 6 

These wages, it will be seen, show the income of the skilled worker 
to be equal to the higher grades of the clerical class of the South 
Mrican Civil Service. The lowest scale for the male clerk is some
what lower than the average earnings of the European skilled 

. labourer in South Mrica. The proportion of the salary of the highest 
administrative post to the salary of the most junior clerk is to be 
observed as being 11 : 1. It may further be stated that in South 
Africa the salaries of Ministers are £ 2,500 p. a. and the highest 
salary that of the Prime Minister is £ 3500. It should be noted in this 
connection that the Public Service Commission enquiry into South 
Mrican Police which investigated into the grievances of the service 
in 1919 recommended a scale which was as follows:- Constable 
£ 140-210; Sergeant £ 260-.350; Inspector £ 500-600; Deputy Commis
sioner £ 800-1,110; Commissioner £ 1,750-2000. 
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In Canada we have detailed evidence as to wages earned by urban 
industrial labour in the year 1925 in the records of the House of 
Commons, Select Standing Committee on Industrial and Interna
tional relations. This records the earnings of ordinary labourers 
in civil employ as $ 955 p. a. and of labourers in the building trades 
as $ 1,076. The average wages of semi-skilled and ISkilled factory 
labour were respectively $ 1,241 and $ 1,610. And highest amongst 
the wage earning classes, printers earned $ 2,053 p. a. and brick
layers $ 2,311 p. a. This shows that the junior clerks got less than 
ordinary labourers and the senior clerks much less than the brick
layers. The range here again in the service scales is about tenfold 
for the ordinary scales. The Ministers' salaries in Canada are $ 
10,000 p. a. and the highest salary, that of the Prime Minister, is $ 
15,000 i.e. about 15 times as much as the earnings of the ordinary 
labourer! 

For a comparative study of the U. S. A. scales we may use Paul 
H. Douglas's figures." These show approximately the following 
average earnings for the various classes of manual workers for the 
years 1924-1926. (i) UnskiIled labour, $1075 p. a., (ii) Manual 
workers in mimufacturing and transportation, $ 1280 p. a., (iii) 
Workers in the building trades, $ 2182 p. a. These figures reveal the 
comparatiYe position of Government employees in U. S. A. as being 
better than in Canada. Here the lowest paid· clerk is on a level with 
the manual worker in manufacturing and transportation and the 
average earnings of senior clerks are the same as the average earn
ings of workers in the building trades. The range ~n the generd 
service scales is nowhere more than 10 : 1. The salaries of the Sena
tors are $10,000 each and the salary of the Ohief Justice of the 
Supreme Federal Court is $ 20,500. This is 20 times the earnings of 
the unskilled labourer. 

In the case of Germany the figures given above of official salaries 
themselves contain some material for comparing the earnings of 
different classes. The designation of Grade 9 is in this instance in
structive. These may be supplemented by information for the earn
ings of industrial labour. These were for January 1928 as follows :
UnskiIled labour (average weekly wage) 37.43 marks and skilled 
labour (average weekly wage) 49.82 marks. 

For Japan the following figures for the wage rates obtaining in 
Osaka in July 1925 may be utilized: Bricklayers 3.50 yens per diem; 
Printers etc. 2.72 yens p.d. and Building Labourers 2.40 yens p. d. 
And the annual wage of a farm labourer during the same year in 
Japan is given as 450 yens. Thus the average earnings of the building 
labourer would about equal the average earnings of the Second Class 

IT Paul H. Douglas, Re .. l wage. in U .B.A. 

, 
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Civil servant while the earnings of a bricklayer would approximate 
to the pay of the lower grades of the First Class Civil servant. The 
salary of the Prime Minister represented an amount somewhat less 
than 27 times the annual wage of the farm labourer. 

It will be noticed that the position of the civil servant is distinct
ly better in England than in any other country. He is very poorly 
paid in Canada and is not much better off in U. S. A. The Japanese 
grades also do not show his position as compared with that of the 
labouring classes very high. The position in Germany is slightly 
better and it is much better still in England. The same thing may 
be observed regarding the variations in the scales. The reason for 
these differences is perhaps mainly historical. But it may be pointed 
out that England has during the larger part of the 19th century been 
in a peculiar position. The vast extent of its dominions has called for 
the services of a large number of public officials who were naturally 
very well-paid. The same was true of a large number of the members 
of the professional classes. The British Civil Service in its highest 
ranks further has always aimed at recruiting the best of the English 
University trained man: and the demand for this type has been pecu
liarly large for many decades past. This demand has affected not 
only the general level of payment necessary to be made by the services 
in England and the Dominions but also the scale of payment in the 
universities themselves. The Royal Commission on Oxford and Cam
bridge Universities (1922) write as follows in this connection. "The 
usual type of "don" is now a person who could command a high 
salary in many different walks of life. His choice no longer usually 
lies between the church and the teaching profession. Well-paid pro
fessorships all over the English speaking world are frequently offer
ed to Oxford and Cambridge men. Excellent business openings are 
now available to successful students, especially in science, sometimes 
with enormous salaries attached." The higher grades of salaries and 
the greater inequalities found in England may thus be explained as 
chiefly arising out of the very considerable demand all over the 
British Empire for the university trained Englishman. It is interest
ing to note in this connection that the first item in the recently for
mulated common programme of British Civil Service organizations 
is the obtaining of a minimum wage of £, 3. lOs. a week inclusive of 
bonus, no demand being made for increasing the maximum. 

A review of the figures given above indicates that in most coun
tries a certain relation exists between the earnings of the labouring 
and the salaried and professional classes and the figures further show 
the measure of the inequality between the various grades in the Civil 
Services. The general impression is one of the proximity of the posi
tion between the labourer and the lower class of officials and of a 



THE SALARIES OF PUBLIC OFFICIALS IN INDIA 139 

comparatively small inequality in most service grades. It may be 
well to pause and enquire the extent to which the type of relation 
disclosed by the study of earnings and salaries in foreign countries 
is to be found in India. We do not mean to imply.that any invariable 
or universal relation is discernible but would only point to the fact 
that the relation that holds in India is immensely different from the 
one that obtains elsewhere. Before considering whether there are 
any special reasons justifying this we may append herewith some 
representative types of salary gradations in India. 

We may exemplify the Indian scales by the following figures of 
salaries that obtain in the Bombay Presidency. For purposes of 
illustration examples of salaries from three different departments 
have been cited. These are (i) General Administration (ii) Police 
(iii) Education. 

(i) General Administration 

Governor 
Mnnber.; of Council 
~h~ionerJ of Divisions 
Secrotari •• of Dopartments 
Collectors 8< ~trates 
A!!tt. Collectors 8< Magistrat .. 
Deputy Collectors 8< Magi>trates 

(ii) Police 

Hrad Clerk.; 
Clerks 
Servants 

Inspector General 
Deputy Inspector Goneral 
Divisional Superintendents 
Assistant Superintendents 
In.poclors 
Sub·Inspectors 
European Sergeants 
Head Constables 
Constables 

(ill) Education 

Inspectorate 
Director of Public Instruction 
Inspectors 
Deputy Inspectors 
Asst!. Deputy Inspectors 

Rs. p.m. 

10,000 

5,333! 
3,000 to 3,500 
3,000 
1,150 to 2,500 

450 to 1,600 
300 to 1,200 
200 to 250 

30 to 200 
15 to 27 

Rs.p.m. 

3,000 
1,750 to 2,150 

600 to 1,450 
325 to 675 
180 to 400 
75 to 160 

150 to 200 
28 to SO 
20 to 24 

Rs.p.m. 
3,000 
1,300 to 1,500 

250 to 800 
50 to 300 
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Teaching 
Principals & Professors 

(I. E. S. Select Grade) 

Professors etc. B. E. S. I. 
B. E. S.II. 

Assistant Masters (higher grade) 
Ordinary graduate assistants •• 

.. undergraduate .. 
Primary school teachers 

(permanent qualified) 

Primary school teachers 
(unqualified) 

1,350 to 1,750 

320 to 1,200 
250 to 800 

200 to 300 

70 to 200 

40 to 150 
20 to 60 

15 

The differences in the various grades are more marked than any
thing to be found in the other countries. There is further a much 
wider gulf between the earnings of the labouring classes and the 
salaries of Government clerical staffs than is to be found elsewhere. 
This will ,be made clear by a few figures regarding wages in the 
Bombay Presidency. The Bombay Labour office enquiry regarding 
wages in the cotton "mill industry in 1926 shows the average monthly 
earnings of two loom-weavers in Bombay to I!Je Rs. 49-9-1; in 
Ahmedabad Rs. 49-10-3 and in SholapurRs. 43-6-6; the average 
monthly earnings of a. full-time male sider were in Bombay Rs.27-
9-11 and in Sholapur Rs. "19-10-9. The model average of male month
ly earnings for the whole industry showing frequencies of earnings 
was Rs. 25 for Bombay and Rs. 19 for Sholapur. Further, the average 
daily wage of urban unskilled labour was in 1929 Rs. 0-10-8 and 
that of the urban skilled labourer Rs. 1-9-3. The highest wage 
obtained by skilled workers such as masons and carpenters being 
given as being approximately Rs. 2 per day. The initial salary of the 
most junior clerk in Government service is thus seen to be much 
above the average earnings of the urban unskilled labourer and the 
highest earnings of the skilled labourer do" not take him above the 
lower grades" of the junior clerk's earnings. It should further be 
noted that while in the industrial countries the unskilled urban 
worker is among the lowest economic classes, this is not so in India. 
For, here the average income of the large mass of agriculturists 
is much smaller than the earnings of industrial labour. The scales 
of salaries obtaining in the other Provinces and in the central 
services are similar to those given above for the Bombay Presi
dency. It may be noted that the salary of the members of the 
Executive Council of the Governor-General is Rs. 6666-10-8 p. m. 
and the salary of the Departmental Secretaries with the Govt. of 
India Rs. 4000 p. m. 
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A very striking illustration of the peculiar influence of British 
standards of payment on Indian scales and of the enormities of the 
differences between the various grades thus created is furnished 
by the salaries in the educational department in India. For purposes 
of comparison we may first cite the British scales. We have already 
noticed above that almost no teacher employed by local authorities 
in England was paid less than £, 150 in 1924 which may be thus 
taken as the lower limit of the payment of primary school teachers 
in England. For 1925 again the average salary for assistant masters 
in secondary schools is given as £, 390 and of head masters as of 
£, 763.18 The emoluments attached to University chairs in most uni
versities in England vary from about £, 800 to £, 1200. We may in 
this connection also note the recommendations of the Royal Com
mission on Oxford and Cambridge Universities (1922). The Com
mission recommended that the minimum stipend for a fellowship 
should be £, 200- and the ordinary scale they proposed was a salary 
of £, 300 p. a. rising by quinquennial increments of £, 50 to £, 500. 
The Commission find that the emoluments attached to professor
ships still rema.ined at their 1877 level (£, 600 - £, 900 at Oxford and" 
£, 600 to £, 850 at Cambridge). They emphasized the need of rais
ing this and recommended that as a rough general rule the normal 
stipend of -a whole-time professor should be about £, 1200 in addi
tion to any allowance upto £, 50 a year as maximum paid to him 
as feilow of a College. This it should be observed, is a variation of 
from £, 150 to £, 1200 from the primary teachers to the highest paid 
University Professor. . 

Compare with this the conditions obtaining in India. The average 
salaries of teachers in primary schools in the various provinces of 
India are given by the Hartog Commit~ee.For Bombay the average 
is Rs. 47 p. In. which is most exceptionally high. The normal level in 
India is represented by the "figures for the Punjab, C. P. and U. P. 
which are Rs." 25-8-0; Rs. 24-8-0 and Rs. 18-8-0- p. m. respectively. 
The lowest average Rs. 8-6-0 p. m. is to be found in Bengal. The 
Bombay undergraduate and graduate teacher scales (40-150 and 
70-200) previously given are fairly representative of the payment 
of secondary teachers in Government employ. This no doubt is very 
high as compared with what is paid to the primary teacher but the 
real absurdity is reached in the payment of college and university 
teachers. The I. E. S. scales are on the old Imperial model but even 
the new provincial scales are yet surprisingly high. Thus the Bombay 
Educational Service class 1- a scale framed and announced in Decem
ber 1930, only a few months before the time when the Government 
was proposing an all-round salary cut- has a scale of Rs. 320-40-1200 

18 Cyril Norwood, The Engli.h Educational 811Btem. 
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p. m. It is easy to see that this actually exceeds the level of payment 
at present current in Oxford and Cambridge. The usual scale of pay
ments made to university professors in India varies from about Rs. 
750 p. m. to Rs. 1500 p. m. When it is realised that English recruit
ment has practically ceased for almost a decade in the Educational 
Service in India and that the incumbents of university chairs 
throughout India are, with few exceptions, Indians it will be per
ceived how persistent and universal has been the effect of the Imperial 
salary scales and what an enormous drain on our financial resources 
in ewry sphere is involved in the continued payment of these salaries. 

We have purposely refrained throughout from mentioning the 
question of allowances, pensions and leaves. These are as liberal or 
extravagant-so even Sir C. Elliott found them-as the salary scales. 
Even the Inchcape Committee, which would not touch the salaries, 
recommended a general re-consideration of all sorts of allowances. 
Then there are such things as specific salaries attached: to special 
posts. The grades themselves are liberal enough, but it is usually 
found that a number of officers, especially in the Imperial services, 
are getting much more, with one thing and another, than the time 
scales would lead one to believe. The allowance and pension costs are 
directly observable. But not so with leave. A moment's reflection will. 
however, suffice to show that the more liberal the leave concessions the 
larger must be the staffs to be entertained. All these are the adjuncts 
of the salary standards themselves and a salary reform will natural
ly proportionately affect them. 

A relation so unequal among the various grades and a salary level 
so much higher than the income of the masses in India could be justi
fied only on one of the following grounds. (i) That the supply of the 
recruits of the type required as public officials is restricted, (ii) That 
there is, as a fact, greater inequality amongst various strata of Indian 
society than elsewhere, (iii) That the social position held by the official 
is traditionally higher than elsewhere. None of these contentions can, 
however. be held to be valid for India. As regards the first contention 
it may be conceded that in India, say about 50 years ago, the English
educated community was so small that almost all that came out of 
the universities could find a place in Government service or lucrative 
jobs, or a considerable professional income outside. The state of 
affairs has, however,been changing steadily and for the last two or 
three decades at least the supply of university trained men has rapid
ly tended to outgrow the demand for them." The situation has, 

19 It is relevant also to note that while the demand for the services of similar 
classes of the Imperial nations - especially England - is much wider than the 
home demand. not even the whole of the Indian demand has hitherto been avail
able to Indians. 



THE SALARIES OF PUBLIC OFFICIALS IN INDIA 143 

indeed, become so serious during the last decade that in most pro
vinces of India Committees have of late been appointed and have 
reported especially, on the question of unemployment in the middle 
classes. The number of graduates etc. has been steadily on the 
increase, so has the percentage of the unemployed amongst them and 
the remuneration that they have been able to secure outside Govern
ment service has steadily diminished in amount. Definite fig'Ures for 
unemployment are not available but calculations 'such as those made 
by the Madras Unemployment Committee are conclusive enough on 
the point. There is not the slightest reason for postulating shortage. 
The supply is by all accounts far in' excess of the present demand. 
This refers, of course, to general clerical, judicial, administrative 
and educational services in particular. For some of the technical posts 
this may not be true but we are here concerned with the general 
question. Exceptional 'treatment can obviously be given to any special 
type of post for which special recruitment is necessary. We have al~ 
ready dealt with above with the allied question of the cost of training 
in our educational institutions. 

On the S'econd ground also there is no reason for believing that in 
India inequality in the distribution of the national income is greater 
than iIi other countries. Our income-tax statistics are so incomplete, 
on account of the high exemption limit and the exemption of agricul
tural incomes, that it is not possible to obtain from them any idea as 
to the distribution of income in India. India, however, is predominant
ly an agricultural country and a country of small holdings and small 
peasants. Presumably, therefore, the national income with us is on 
the whole more evenly distributed than in the highly industrialised 
countries. It may be that we have a few exceptionally high individual 
incomes. But so far as the inequality between the various social 
grades is concerned this cannot be very large i.e., apart from the effect 
that the level of salaries itself has had on the situation. At any rate 
there is no reason for believing that there are any inherent economic 
inequalities in the classes which have to be or are naturally reflected 
in the salary levels. Neither is it true that there are any special cir
cumstances about the official class in India which require a consider
ably higher scale of comparative payment than is the case elsewhere. 

A plea that is likely to be put forward in favour of high salaries 
is the desirability of making officials proof against temptation. This 
may be easily granted. But it may be questioned whether it is neces
sary to pay the present salaries to achieve this end. What is important 
to bear in mind in this connection is that discontent with one's eco
nomic condition, which may be said to be the ·basis of the temptation, 
arises of what we may call a comparative view. Above a certain mini,.. 
mum which can, for Indians in general, be put very low, there are 
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no absolute necessities. Above this minimum what governs us are 
the general standards of our social class. If one set of servants obtains 
low payment as compared with others more or less similarly situated 
socially and educationally they may well feel aggrieved. But if the 
whole scale is absolutely depressed there is no fear of increasing the 
temptation in the servi.ce. No doubt, with present scale and present 
conceptions discontent is sure to arise on a lowering of pays. It is, 
therefore, the present conceptions that need to be radically changed. 

We must, therefore, in recasting the service scales proceed rather 
from the bottom than from above. The question has to be initially 
approached from the standpoint .of fixing the m:nimum wage for the 
lowest grade of Government officials as, for example, is done in the 
report of the Madras Salaries Committee (1920). This Committee, 
was of opinion that the starting pay of clerks, copyists etc. should 
be fixed at Rs. 30 p. m. Of. course, this was fixed after taking into 
consideration the price level of the post-war, 1919-20, period and after 
considering certa'n budgets and dietaries. Having in this way arrived 
at a minimum the framing of the grades above the minimum should 
follow in such a manner as not to put any scale at a level higher than 
what is just necessary to attract the higher type of recruit. And there 
seems no reason that when we do this our inequalities in scales will 
have to be any greater than what are found to exist in the other 
countries. Looked at from this point of view the limit of Rs. 500 in 
the Congress resolution does not certainly appear as absurd as a num
ber of solemn people have tried to make it out to be. Perhaps the 
transition from the old to the new scales may take a little time but 
that is no reason for not looking the issue straight in the face imme
diately and try:ng to determine what is on a review of the whole 
question the proper salary for us to pay. 

In this connection it' is necessary to make it clear that, in our 
opinion; it would not do in this matter to start with any preconceived 
notions of a middle class standard of living. The standard of living 
is always an entirely relative conception, Take the "poverty line" as 
defined in pre-war or post-war England, say by Rowntree or Bowley. 
This is an extremely useful and a perfectly valid measure so far as 
England is concerned but would certainly have failed in giving proper 
results if applied to any of even the other European countries. In the 
same way we have the Douglases20 dividing the budgets of the poorer 
·classes into m The poverty level (ii) The minimum of subsistence 
level (iii) The Ininimum comfort level. Translated into money terms at 
1921 prices and the prevailing American standards these three types 
could concretely be put at average families having an annual income 
of (i) less than $1500 (ii) $1600-1700 (iii) about $ 2000-2400. Now 

20 Paul & Dorothy Douglas, What 00,. a ma" afford!, 1921. 
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these terms describing the types of budgebl may do for all countries 
but their concrete monetary expression will vary extremely widely. 
For, standards reflect national conceptions and these latter are to a 
large extent formed by the national income. There may be a lower 
limit of physical sustenance but even this is found to vary with the 
dietary of the people and the minimum on which men have not only 
subsisted but thriven andbuiIt up civilizations is so low that the 
question of standards of living need not materially concern us. (It 
may be, however, admitted that the conception has a validity when 
determining special allowances such as housing allowances under 
special conditions). Indian members of the Imperial services argued 
before the Lee Commission that there was no such thing as an Indian 
and a European standard of living. There was only one universal 
desirable standard (the English or perhaps the American). They 
further contended that Indian universities being inefficient they were 
compelled equally with the:r European colleagues to send their 
children abroad for education ! Such are the limits to which the nebu
lous concept of the absolute standard may drive one and it need not, 
therefore, detain us. • 

We have, of course, heretofore entirely neglected the demand side. 
What iIr it that the Indian exchequer can afford to pay? In this con
nection there is also no way of determining the comparative capacity 
of Governments. A stUdy of the recent budgets or the existing finan
cial position cannot help us much. For, the variations in contemporary 
circumstances or in the expansion of activities and the number of 
employees of the different Governments are enormous. A vague indi
cation of capacity may be found in the comparative estimates of per 
capita national income of the different countries. The most widely used 
and convenient account of these available, that of Stamp's gives the 
annual national income per head in 1914 approximately as follows. 
U. S. A. £ 72; U. K. £ 50; France £ 38; Germany £ 30; Canada £ 40; 
Australia £54; Japan £6. We have no comparable figure for India. 
Various calculations have been made, most of them in the post-war 
period and most of them open to objection. The most famous pre-war 
figure is Lord Curzon's estimate of Rs. 30.i.e. £ 2. To bring this up 
to the 1914 level it would be necessary to make an allowance for the 
rise in prices that took place between 1905 and 1914. This according 
to Mr. Datta was 35 per cent. There is no reason then for believing 
that the per capita annual income in India was in 1914 in any case 
greater than £ 3; probably it was much less. There are further no 
grounds for believing that the comparative position of India has be
come any better since 1914. Indeed, if anything, it seems to have 
worsened. It would have been very convenient, if we had later figures 
of per capita income sifted by someone of Stamp's authority; further 
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unfortunately such figures as are available do not all relate to the 
same year and are, therefore, not readily comparable. The figures that 
are available are, however, given below. For U. S. A. we have Mr. 
King's estimate for 1918 as $ 586 and the later fig'Ures by the National 
Industrial Conference Board are for 1920, $697; 1924, $619 and for 
1928, $ 676. For Great Britain we have Professor Bowley's estimate 
for the year 1924 as £ 93.21 For Germany the Europa Year Rook 
(1928) gives a figure of total national income which when resolved 
into a per capita figure gives the result of R. M. 800 or £', 39 approxi
mately for the year 1924-25. A sim;lar calculation based on the figure 
for national income for the year 1925 given in the Canada Year Book 
gives a per capita figure of $ 518 for that country. And for Japan 
the latest Year Book gives a figure of per capita national income of 
yens 218. It should be noted that the same year bodk gives the com
parative figures for U. S. A.. and Great Britain as yens 1,374 and 
yens 862 respectively. For India the most elaborate calculation yet 
made has been that of Messrs. Shah and Khambatta. Their figure for 
the year 1921-22 is Rs. 74 or roughly equal to £5. Exact comparisons 
are unnecessary for our purpose. But all these statistics taken 
together emphasise the depth of our poverty. The western countries 
are all immeasurably richer; but if we take Japan it has according 
to the latest figures a per capita income of nearly Rs. 300 per annum 
to our possible Rs. 75, even if we take the 192H~2 figure as holding 
good to-day, an extremely liberal assumption. A difference that of at 
least fourfold ! It should further be remembered that the taxable 
capacity of a poor nation is more than proportionately less than that 
of a rich one. It is not implied that the proportions of the national 
income should be exactly reflected in the proportions of the salaries. 
But it is certainly expected that there would be some correspondence 
in these two relations. As it is India has had not comparatively but 
absolutely the highest scales of pay for Government officials in the 
whole world for more than a century! I 

An argument based on the desirability of encouraging' an increased 
standard of living may also be introduced in this controversy. It is 
really doubtful how far a desire to live better results in the obtaining 
of a higher income. But anyway the argument could be made appli
cable only to those engaged in the materially productive occupations. 
With a higher concept of the standard of living the agriculturist may 
strive harder, adopt better methods and thus adding to the national 
income entitle himself to, a larg'er income than beforet. This sort of 
reasoning could, however, hardly be adopted in the ease of the acti
vities of Government officials in receipt of fixed salaries. There is here 
no payment by results and though the officials' activities may prove 

21 Economic Consequences 01 the Great Waf". 
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highly productive In the best sense of the term, they are only indirect
ly so. And further their results take a long time to come to fruition. 
It would thus be not proper to pay high salaries to Government 
officials to increase their standard of living. Their scales should wait 
on the movements of t.he national income and cannot be made to pre
cede it. For there is no guarantee that a movement of these salaries 
in a particular way will result in a movement affecting the national 
income in a. similar direction. 

Salary reform is one of the most vital problems of contemporary 
India. It is a reform most urgently needed. The financial reasons for 
it are most obvious. The finances of almost aU the Provincial Govern
ments and of the Central Government are in a parlous condition. It 
is difficult for most of these to make both ends meet even in ordinary 
years. A future Swaraj Government which wiU stand committed to 
land revenue reform and a policy of prohibition and in which the 
democratic machinery will have become more complicated and elabor
ate wiU be presented with a problem that is almost insoluble. It will 
at the same time be under the necessity of increasing considerably 
its expenditure on "nation-building" activities. One of the most 
obvious and considerable means of economy is the revision of salary 
scales. As the above discussion may have made clear this is a matter 
in which the present conditions are most conspicuously at variance 
with what should and need be. It is a gratuitous waste of public 
funds to keep on paying the high salaries that are paid at present. 
The effect of these scales on public finances as weU as the national 
economic life are extremely harmful. It enables a few to live excep
tionally weU by impairing the capacity of- the State to undertake 
larger activities and employing much larger numbers. It gives an 
artificially elevated position to the official where he comes to con
sider himself as an altogether superior person. It gives an entirely 
wrong turn to the notions of young men in India. It has often been 
complained that the educated Indian is extremely fond of a salaried 
job and would not look at commerce, industry or agriculture. But 
this is certainly not to be wondered at. As long as the service pays 
are considerably larger, larger out of all proportion to the income 
that can be obtained in agriculture or in industry and commerce 
with their need of capital or influence and their uncertainty, young 
men will flock in as large numbers as they do at present to obtain 
a salaried job. The high scales of pay are thus responsible for arti
ficially diverting the attention of our young men from other fields 
and concentrating it on Government service. It is only when a job 
is not available that most among the educated classes will faU back 
on something else. It is obvious that Government service will not 
prove as attractive in the future as it does today, but we need not 
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as pointed out above fear a dearth of sufficient recruits. Today the 
attraction is fata.! from the point of view of larger national interests. 
India suffers from a considerable number of handicaps in almost aU 
directions as compared with other countries. Its resources as com
pared with its needs are deplorably poor in all directions except that 
of labour and especially brain labour. This latter is cheaper in India 
than anywhere else and we should utilise this advantage fully in 
building up large national services. 

The high salary has not only made the superioJ:' official feel entirely 
apart from the bulk of the populace, it has also given a peculiar turn 
to the demand for consumption of goods from this rich officia.! class. 
Their standards of living have become largely Europeanized as 
evidenced conspicuously in the matter of dress. This has as pointed 
out above resulted in creating greater unemployment and in deepen
ing' as well the discontent arising out of it. It has made current 
amongst us ideas of a standard of living which have no correspond
ence to the facts of our economic life and which cannot be adopted 
by others than those who are being grossly overpaid. 

It may well be asked what the magnitude of the total issue in
volved is. The most direct way in which this could be answered would 
be by giving the amount of the total salary bill of the various Indian 
Governments. This figure cannot be ascertained with any ease but 
we have available in the income-tax reports, statistics which enable 
us to form a fairly accurate idea of the position. The Indian income
tax statistics embrace all non-agricultural incomes above Rs. 2,000 
a year. The following table shows the total income assessed and the 
income assessed that was paid in salaries, for the different years. 

Total income assessed 
Salaries income 

1927-28 
232.97 

70.23 

CroTes, Rs. 

28-29 
244.60 
72.11 

29-30 
263.15 
74-52" 

22 The following table of how this figure is distributed among the various 
grades of incomes may perhaps interest some readers, 

Income Grade p. a. Total Income assessed 

Thousands 
2-5 
5-lO 

10-20 
20-30 
30-50 

over 50 
unclassified 

Total 

Crores 
27.05 
18.39 
16.65 

6.46 
3.49 
1.23 
1.25 

74.52 
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This shows what an important position in the richer non-agri
cultural classes do the salaried classes hold in India to-day. The 
salaries income figures, of course, include salaries paid both by 
Government and private individuals and associations. There is un
fortunately in these returns no differentiation made between salaries 
paid by Government .and by others. There is, however, another 
return - that of income-tax demand - which gives the necessary 
details. The gross income-tax demand for the years 1927-28; 1928-29 
and 1929-30 was Rs. 13.18; 14.13; and 14.40 crores respectively. Out 
of this the income-tax demand on salaries paid by Government and 
by local authorities for the corresponding years amounted to Rs. 1.70; 
1.76 and 1.82 crores. The income-tax demand on other salaries dur
ing these three years averaged at a little over Rs. 1.30 crores. If then 
we assume that the rough proportion of about 7 : 5 which is to be 
observed in the demand figures as between- salaries paid by Govern
ment and by ot!lers holds good of the income figures also, the total 
salary bill of Government may be taken to approximate on average 
figure of Rs. 40 crores.28 A salary reform initiated by Government 
wiII directly affect the whole of this huge fi:gure all of which being 
above. t~!l Rs. 2000 p. a. limit is capable of the most drastic treatment 
being applied to it. Such a reform is also bound to have repercussions 
on the salaries paid by other public bodies and individuals. 

The favourite argument of Government spokesmen that after all 
the high salaried posts are but few and the total economy effected by 

23 The Ad Interim report of the latest Retrenchment Committee of the Govern
ment of Bombay givea interesting figures of the -total cost to Government of 
salariea in 1928-29. They are as follows:-

Re. 
Pay bolow Re. 40 p. m. ISO lakh. 

.. 40 to 59 p.m. - 41 .. .. 60 to 199 .. 144 .. .. 200 to 499 .. 67 .. .. SOO to 999 .. 44 .. 
Above Re. 1000 .. 91 .. 

Total 537 lakhs 

This was out of a total expenditure of approximately Re. 14i crorea. The total 
salary bill for pays above Re. 2400 p.a. is equal to Re. 2.02 crores. To arrive at 
a figure for salaries above the income-tax exemption limit some few lakhs will 
have to be added to this figure. Roughly the cost of salaries above Rs. 2000 p. a. 
limit represented an amount a little over one-seventh of the total expl"nditure cf 
the Government in 1928-29. The total expenditure of the Central and Provincial 
Governments and local authorities was in 1928-29 above Re. 270 erores. If one
seventh is here also assumed to be the similar proportion Rs. 40 crores is not 
wide of the mark. 
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revising the scales will only save a little money has depended on the 
underlying assumption of a small percentage cut. But such a cut will 
not meet the situation. What is wanted is a far more radical step; 
and the conclusion to which this study forces us is that the extent 
of the reform needs must be more extreme than is usually thought 
of or advocated-except in the Karachi Congress resolution. We must 
look at the whole structure of Indian official machinery and the salary 
scales dispassionately and from a new angle. We must break the 
prejudices born of a long period of high salaries and take advantage 
of the imminent cessation of European recruitment to recast all 
scales in a form more consistent with what we need pay and what 
we can afford. The high Provincial Service pay of the earlier decades, 
the acquiescence of the Islington Commission in the equal pay cry 
and the highly CUlpable omission in not taking advantage of the Re
forms to revise all scales, have cumulatively resulted in creating a 
serious situation for our national finances. A radical reform of the 
salary scales is a condition precedent to putting our finances on a 
safe basis and it is a reform which is bound to have a highly beneficial 
effect on our national life-economic, social and political. 
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TABLE I 

[NOT£:-The subjoined table hrings out at a glanee the salient pointR 
regarding the salaries position in the different countries. Column I contains 
figures of per capita national income. They aU relate to the post;.war 
period. They do not, of course, all relate to the same year nor do they an re
present the same degree of accuracy. The sources from which they are taken 
are indicated on page 43. The second column shows the figures for the average 
income of the urban unskilled labourer. The figures for Canada and U.S.A. are 
explained on page 33. The others are rough estimates based on information 
given above and other wage statistics. The third co'lumn represents the lowest 
initial salary of the junior male clerical grade. The details regarding the grades 
are to be found in the text. The fourth column gives the highest salary possible 
for a civtl servant in each country, The salaries of ministers or of judges have 
not been taken into account. In most cases this highest salary is attached to the 
office of the permanent official head of a department. In South Africa it is the 
office of First Secretary; in U.K., Permanent Secretary; in Canada, Deputy 
minister; in Germany, State Secretary; in Japan, Head of Department. In U.S.A. 
precisely similar posta do not exist. For that country, therefore, the salary of 
the highest paid _offices such as the Commissioner for Internal Revenue or the 
Director of the Bureau of the Budget has been taken. In India the obvious equi
valence to the post in other countries is that of the post of. the Departmental 
Secretary with the Government of India. The salary of that post has, therefore, 
been indicated in edIumn " below. This has been done for presenting the com
parative..-data accurately, even though members of the I.C.S. hold Executive 
Councillorships in Provincial and Imperial Governments and also hold the post 
of Provincial Governors.] 

(all figures are annual) 

NaliolUJl Wages, Lowest Highest 
Income, Per lD'ban UR- sa/ar)" .alory 0/ 

Capita .killed Govt. male adm;nistra .. 
/abour adult clerk tive post 

South Africa-£ 140 1,600 

United Kingdom-£ 93 100 9S 3,000 

Canada-S SI8 9SS 600 10,000 

11. S. A.-S 676 1,07S 1,140 10,000 

Gormany-R. M. 800 1,7S0 1,700 22,900 

Japan-Vons 218 SOO 480 6,SOO 

India-Rs. 74 240 360 48,000 
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TABLE II 

[NoTE:-The approximate equivalence in terms of rupees of the amount. In 
the above table have been given below. Two columns showing the approximate 
proportion between the salary of the highest administrative posta and the lowest 
clerical salary and the earnings of unskilled industrial labour have also been 
added.] 

Rs. (all hures are allnllal. ) 

a 
II I ! .. " to ~ ... 

~ :!i~ .~ 
.... ~ ~'II ~ " "f-S ~ i~ -.::; 

~ ..!! ... g a .s M 

~ ~ 
~." 
!ooi~ ~~ ~~ 't! Ii:: -.: ~ 

.Ii! .. ~~ :: a .. a o t-.:l" 2.§ ~ E 1l'~ "-
.., ~ 

~~otJ .~ 1:; ~-~ a iiii: ,. ~ 8 :J:: .i; .. ..,N .. 8 

South Africa 1,866 21,333 I : II 

United 
Kingdom 1,240 1,333 1,266 40,000 1 : 30 1 : 32 

Canada 1,420 2,620 1,650 27,400 1 : 10 I : 17 

U.S.A. 1,850 2,950 3,125 27,400 I : 9 1 :9 

Germany 520 1,140 1,110 14,960 :13 I :13 

Japan 295 675 650 8,800 I : 13 I : 14 

India 74 240 360 48,000 I : 200 I : 133 



MEMORANDUM ON SCALES OF SALARIES* 

THE fixation of salary scales by the Central Government has im
portance mu~h beyond the ordinary in the present circumstances. 
Scales that will be fixed now and the principles laid down in the fixa
tion will define in a large measure conditions of living for the middle 
and professional classes in India of the future. They will consequently 
also define the main pattern of the distribution of incomes among 
classes in India. This question must therefore be considered in a spirit 
and manner entirely different from that in which it would be dis
cussed at other times or in other countries where the facts of distribu
tion can be and are taken for granted. When the fundamental issue 
regarding the distribution of incomes among classes is not raised, 
the problem of salaries of government servants can be considered 
merely -BSone of providing, in the given environment, for adequate 
recruitment and maintenance of the strength of the services. The 
data relating to past experience and to comparable professions and 
employment can then be properly utilised for arriving at valid results. 
With us, however, at this juncture, the past affords no guidance ex
cept perhaps in the negative sense, and the use of the comparative 
data could not yield valid results. 

I hold that the salary policy of Government was the chief factor 
in creating the particular type of urban, professional, middle class, 
standard of living now obtaining in India. I also hold that the main
tenance of existing standards of official salaries is financially im
possible and economically and socially harmful to the country. Fur
ther I consider that government as an employer of intellectual and 
middle class labour is in such an overwhelmingly dominant position 
in India that it can by its own action completely mould the pattern 
of income distribution in the country. At the same time, the opportun
ity of deliberately setting a pattern radically different from the pre
existing one arises or can arise only extremely rarely. In my opinion 
such an opportunity has arisen at the present time. A radical trans
formation of the political scene is proceeding apace and there is a 
possibility that an entirely new set of economic and social values may 
begin to dominate governmental policy. The sweeping away of the 
contracts made by the Secretary of State for India with the highest 

• Submitted to the Central Pay Commission in November, 1946. 
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officials gives, for the first time, an opportunity for the fullest recon
sideration of salary scales. Decisions can be taken now with complete 
freedom from past commitments and any other restrictive 
limitations. 

On the other hand, the recommendations that this Pay Commission 
makes and the decisions that government takes on their basis will be 
important enduring' facts in the future. Once certain scales of pay 
are sanctioned and recruitment proceeds for a time in accordance 
with them this involves commitments and creates contracts and ex
pectations which persist for a very long time. Any radical departure 
from them, especially a departure which involves a lowering of scales, 
then becomes extremely difficult. The opportunity now open will not 
recur. The present is avowedly a time of transition and is acknow
ledged by all as such. The termination of contracts with the highest 
officials, the temporary nature of a great deal of employment and of 
grades and scales of war years and the expectation that the imple
mentation of new policies might lead to radical changes, all invest 
the work of this particular Commission with great importance. It 
works under greater freedom than any similar body has ever worked 
in the past in India. It is, as a corollary, burdened' with correspond
ingly greater responsibility. Once the new pattern is set it will harden. 
Conditions will not remain flexible, governments will not be able to 
disown responsibilities for past actions and the claims of older re
cruits and their scales will continue to influence all new decisions. 
I feel, therefore, that the manner in which this Commission 
approaches the question of determining standard of remuneration 
should be very different from that indicated in its questionnaire. 

The work directly entrusted to the Commission under its terms of 
reference covers a large enough sphere: in fact, the influence-of its 
decision will affect an even wider area. It is well-known that the de
mands of employees of Provincial Governments for revision of salary 
scales are being put off by pointing to the work of this Central Com
mission. The 'revision of salary scales in the provinces will follow 
upon the report of the Commission and the action of the Central 
Government thereon; and the lines of action of provincial govern
ments may be assumed to be determined in the main, by the recom
mendations of the Central Commission. Local Self-Government 
authorities and other bodies like the Universities will in 'due course 
base their salary scales in relation to the new pattern set by the 
centre and the provinces. The work of this Commission, therefore, is 
nuclear work which will affect employment and payment over a vastly 
larger area than that included in its direct terms of reference. 

The experience of the past or a review of existing conditions of 
employment in government service or outside are of little use in 
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determining the lines of future action. The present scales of govern
ment salaries in India have been dominated for almost a century by 
important' external considerations. The scales for higher public 
officials have been determined entirely by the need of attracting to 
India highly qualified persons from a distant country, at least 10 
times richer than India, in which opportunities of employment for 
such persons were especiaIly wide. I have dealt with the evolution of 
salary scales in India in some detail in a brochure published many 
years ago. I believe that I have proved in this brochure that the 
necessity for recruiting Englishmen in the higher services placed the 
scales of salaries for them at a level which had little relation to the 
economic life or financial resources of the country, that the effect of 
these high salaries was powerful even on scales of the provincial 
services and that the failure to make proper adjustments at the time 
of provincialization and Indianization of services in 1920 and after 
increased enormously the direct evil effects of the initial distortion. 
Because of these facts the past is no guide at all in the fixation of 
future salaries. The past merely exemplifies in a continuously aggra
vated fol'l!) the influence of English standards. It would be wrong, 
therefore, to judge of the adequacy or otherwise of present salaries 
in tlie 1ight of what was paid in the recent or the distant past. 

Data relating to employment in other professions, trades, industries 
etc., will provide no useful comparisons. In India Government 
agencies have been and are the largest employers of labour of all 
types. Therefore, instead of government standards being determined 
by standards outside, it is the official scales and salaries that have 
influenced the conditions of pay and work for other employers. In 
agriculture the wages are notoriously low and barring the special 
boom of war years the profits have also been small and precarious. 
The rich among the agriculturists have not been workers or entre
preneurs but rent-receivers and holders of privileges. 

The employment in industry and trade for the middle and pro
fessional classes has been smaIl until recently. The payments made 
by the industrialists and traders have usuaIly been influenced by 
payments made by government because government service was a 
prior and a more extensive avenue of employment than emploYment 
in industry and trade. The scales of pay given by industrialists and 
traders cannot thus be taken as independent data. In the earlier 
days of the establishment of modern industries in India the highest 
technical personnel had to be imported from abroad. Therefore the . , 
same mfluence that distorted governmental salaries was present in 
remuneration to technical experts employed by industrialists. That 
bias together with the level of salaries in government services have 
influenced the later ievel of payments in industrial employment. The 
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salaries in industry and trade have reached high figures and employ
ment within them, for the educated classes, has become significant 
only during the last 25 years. During this period most industries 
have grown with the help of fiscal protection or other type of assist
ance from government. The calculation of costs of production, etc. 
made by government in de~ermining the measure of assistance to 
industry, has allowed for the salaries of technical persons and other 
employees at the rates prevalent at the time. The capacity of industrial 
employers in the future to pay salaries will continue to depend very 
largely on the measure of government assistance given to them. The 
social policy which is now adopted regarding salary scales of public 
officials will also dictate the allowance to be made on that account 
in the measurement of industrial or other costs. 

Moreover, in the future the field of industrial employment is not 
likely to widen in comparison with that of Government. The nationa
lisation of transport and other. public utilities may be expected 
almost immediately and the time may not be far distant when most 
industries in which the scale of operations is large and which are 
managed by large corporations would also come under management 
of official or semi-official organizations. 

The higher incomes in the professions cannot, it has always been 
recognized, appropriately be compared with the salaries of officials. 
In most countries, including India, outstanding success in law, 
medicine, etc. comes only to very few and it involves a period of 
apprenticeship and. waiting which only a very small number can 
afford. 

In the questionnaire issued by the Commission two tests of re
muneration find specific mention. Question 6 asks whether the pay
ment of public servants doing comparable work in England provides 
a valid criterion for determining the limit of payment for Indians 
holding posts in public service in India. Obviously the criterion is 
entirely irrelevant. Conditions of life and remuneration in England 
have no more significance for decisions taken in India than condi
tions in any other foreign country, say, U.S.A. or China. It might 
have been otherwise if the question had referred not to absolute pay
ments but to proportionate levels. Proportionate levels would indic
ate the distribution of incomes between classes and it might no doubt 
be useful to find out what patterns of such distribution obtain in 
other countries and which of these would be the most appropriate 
for us. Question 7 refers to market values of particular classes of 
recruits. When only a small section of a market is under considera
tion conditions in other parts can furnish useful comparisons; but 
when the greater part of the market is being completely reconstituted 
such comparisons lose their significance. 
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The distribution of income in society depends chiefly on the in
stitutional and the legal structure of that society. The distribution 
of income among classes is not fundamentally determined by any 
external physical factors of the type that might influence the relative 
prices of commodities. The historical situation regarding the divi
sion of society among cla.sses and castes, the system of education, 
the system of recruitment to professions, services and trades, these 
mainly determine the strength of the different,classes and their com
parative remuneration. Wide basic equality of incomes, a system of 
free education and the absence of hindrances to admission to any 
walk of life make for a comparative equality of income distribution. 
The opposite set of conditions perpetuate and aggravate inequalities. 
It is a part of public social policy to set definite aims regarding the 
pattern of distribution and to achieve them by an appropriate econo
mic and educational policy. The fixation of the salaries of the public 
officials is one of the most important factors, if not at present the 
most important fact()r, in the moulding of this policy. The present 
inequalities of distribution as between the poor and the middle classes 
were born out of certain policies followed by the British during the 
last century. The initial inequalities have grown very greatly during 
the ta.st 25 years. A perpetuation of these inequalities will make it 
impossible for a progressive economic or social policy to be followed 
by governments in India. 

The case for comparative equality of distribution rests on many 
grounds. Natural justice and considerations of social peace may be 
urged in favour of attaining as large an equality of distribution as 
is immediately practicable. Apart from these such equality is neces
sary even from the point of view of a proper direction to production 
and the attainment of a minimum standard of living by the mass of 
our people. It is no!orious that at the present level of our national 
income the attaining of the barest minimum by the bulk of the popu
lation is impracticable. Greatly increased production of the basic 
necessities of life and their equitable distribution would have to be 
among the foremost ()bjectives of any future economic policy for 
India. This requires a concerted plan of economic action. one of the 
main features of which will be a control of the consumption of the 
well-to-do. An unequal distribution of incomes brings about a distor
tion of production targets also. The problems of production have 
therefore to be met b!y (1) attempting to correct inequality in dis
tribution directly and (2) controlling the expenditure of the well
to-do. In countries like England and Canada, during war, iii fairly 
equitable distribution of consumers' goods was brought about (1) by 
taxing the rich and middle classes heavily and (2) by severely con
trolling the distribution of commodities and thus affecting the con-
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sumption of the well-to-do. However, such policies are practicable 
only where the initial inequalities are not too large. The major diffi
culties experienced in the work of rationing and other war controls 
in India arose out of the inequalities of wealth distrib\ltion in India 
being much greater than those even in England. Therefore, a realign
ment of levels and incomes of different classes is among the most 
important initial problem of policy in India. 

It should be noted that no historical or social forces of a. persis
tent character prevent this type of effort towards attaining compara
tive equality. Among countries for which data. are available England 
shows the extremest forms of inequality among the salaried profes
sional classes on the one hand and the skilled and unskilled labourers 
on the other. This inequality of distribution of incomes in England 
has been the result of an old and persistent class division in that 
country. The recruitment to its higher civil service reflects this class 
division. In other countries where the professional and educated. 
middle classes had not a similar position, as in Germany and in 
France, the inequality of incomes reflected in the gradations of salary 
scales was very much less pronounced. In the colonial countries, 
with their bias in favour of equality, variations are also notably less 
than in England. In countries like Japan, where a new salaried class 
has arisen from the midst of an older medieval type of society the 
inequalities have also not become as large as in England. Apart 
from the influence of the British standards, nothing in the Indian 
situation suggests that the inequality in this country should be large. 
The caste structure, which is the peculiar feature of our social life, 
has little relation to the distribution of incomes in society. Members 
of the highest caste, the Brahmins, have never been among the 
richest; and professions such as that of education or medicine did not 
command large incomes under indigenous rule. The administrative 
services proper were also not extravagantly paid and this state of 
things was in evidence till a few decades ago in most of the Indian 
States. There is nothing in the present day costs of education to 
warrant particularly high scales of salaries .. There is not as in Eng
land a dominance among holders of posts in the higher civil services 
of persons belonging to specific classes with certain educational 
equipments and traditions. (Cf. Dale: The Higher Civil Service of 
Great Britain, 1942, Chapter III). There may be a dominance of 
certain castes among the higher administrative officials, but the 
family origins or the educational history of the officials from these 
castes would not indicate any class bias. So that, for those who find 
entrance to the higher services the transition from the original 
family standard of living to the one made possible by the new scales 
of pay is, in the maj ori ty of instances very large. 
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In this connection it should be emphasized that men become quickly 
accustomed to a high standard of living and to pitch their demands 
accordingly. It is not at all unusual to meet persons who might have 
been easily satisfied with less than Rs. 500 p.m. in 1939 who would 
demand today a minimum salary of Rs. 2,000 because of the changed 
circumstances during war years. Similarly, over a longer period i.e, 
especially since 1920, there has been a steady increase in the expecta
tion of salaries of the educated classes in this country. The result 
has been that to the division among castes and to the division bet
ween urban and rural strata has been added this latest division of 
class amongst our people. It is not necessary to dilate upon the wholly 
bad results of this tendency. 

General revisions of all salaries have little effect on the recruitment 
of particular types of officials or on the recruitment of. the salaried 
class as a whole. Where all salary scales are revised simultaneously 
no question arises regarding salaries attracting or repelling people 
in particular directions. The supply of competent persons as a whole· 
is also not affected either in the short or the long run by such an 
overall revision. The overall supply in the short term is never affected 
at all by variations in salaries. Certain types of technicians and cate
gories like chemists and economists found their services greatly in 
demaiuFduring war time. The remuneration given to these classes 
rose rapidly during this period largely because of foolish competition 
among different organs of government itself. The supply of compet
ent people of those ranks was, however, in no measure and could in 
no measure be increased on this account. As for the long run, the 
supply of competent personnel will depend more on educational policy, 
the efficiency of training and the methods of recruitment rather than 
on salaries. 

The standard of living can be invoked in determination of salaries 
only at the stage where measurement of basic physical needs is re
quired. The attempt to define the "living wage" made by the Bombay 
Textile Labour Enquiry Committee may be taken as an illustration 
of this. At this level absolute objective measurements relating to re
quirements of human life are possible. Above that level, when con
ventional necessaries or conveniences or luxuries corne in, the judg
ment regarding standards of living will depend on social values and 
measures of differential variations. But there is no way of defining 
the differentials from grade to grade. Between the skilled and the 
unskilled or the skilled and the clerical classes some allowance for 
length and costs of training or for the higher age of entry may be 
made; but after these initial allowances are made the more elaborate 
structure of the salary scales is a matter entirely of preconception, 
prejudices or of data and objectives given by policy. In my opinion, 
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it is, therefore, necessary that the Pay Commission should ignore 
the data relating to present or past salary payments in India and 
the demands of various classes of government servants and what they 
consider to be the necessary standards of consumption for themselves. 
The Commission should start its work with the determination of 
the two points which would define the degree of inequality to be 
tolerated. One point would be given by the salary to be paid to the 
least skilled or trained category of persons (adult males would be 
more appropriate for this purpose) in government employment. The 
other would be given by the number of times this salary that it is 
thought proper the highest government official should get. Some 
attempt to measure relations of this type made by me 15 years ago 
revealed that in no country other than England was the proportion 
between the unskilled labourer's wage and the highest official's 
salary larger than 1 to 15 and that in England it was about 1 to 80. 
In post-war England conditions have changed and a very much larger 
degree of equality than before is being introduced. The determina
tion of the degree of inequality to be tolerated in India of the future 
has no doubt to be made in an arbitrary manner. I suggest, however, 
that a measure of inequality greater than, say, of 1 to 25 should not 
be tolerated; it should be emphasized that the suggested relation of 
1 to 25 is very far indeed from being a socialistic proposal; the degree 
of inequality involved in it is still larger than in most advanced 
capitalistic countries of the world. 

There is no d{lUbt that an adjustment in this manner of salary 
scales or a reorientation of salary policy will involve an adjustment 
of most other features of the environment of public officials. The 
scales of travelling allowances, the type of residential accommodation 
furnished for government officials, etc. must no doubt be appropriately 
adjusted to the new conditions. That this is highly necessary from 
every other point of view, especially, that of making the higher official 
more directly aware of the environment in which all problems of 
administration are posed is absolutely indisputable. Neither should 
the adjustment downwards be found as difficult, after the first 
storm of protest has passed, as is sometimes imagined.· After all the 
lower middle classes of India from whom the bulk of higher officials 
are drawn have a lowly standard of living. The abolition of the ex
tremely small number of prize posts for which very large numbers 
of members of this class compete will not in any way harm them. 
Actually it might make for the restoration of a balance and a sense 
of reality among the educated classes of India. 

The salaries of high officials have been specially referred to in the 
foregoing because their radical revision is the main problem today. 
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It is, however, equally important to bring about as large an im
provement, as possible, in the remuneration to the lowest grades 
of employees. The main limiting consideration here is that of the 
financial resources of government. It is hardly likely that Ii. living 
wage of the type defined by the Bombay Textile Labour Enquiry 
Committee can immediately be granted to all in government employ, 
The fact that a living' wage proper cannot be given to many in 
government emp\oy is a reason both for a radical revision of the 
higher scales and for such increase in the lower ones as might be 
practicable. I have not been able to give much attention to detailed 
statistical examination of the recent position.· On a broad review 
of the question one might suggest that (at price levels whose defini
tion has been given elsewhere i.e. 200 on base of 1939=100) the 
lower menial (adult male) pay might be put at Rs. 40 per mensem 
and the lowest point of the clerical grades at Rs. 50 per mensem. 
The general structurE! of ·the services would;, it is presumed, be' as 
simple as possible in future. Assuming' that this structure would·be 
of the type (i) clerical (ii)officers; lower grade imd" (iii) officers; 
upper grade, the tentative limits of-the'payscales structure might 
be placed as follows; Clerical Rs.· 50-:-.200 p.m.; Officers lower grade 1 

Rs. 1O~00 p.m.; Officers, higher grade ns'20~00p.rn:: 
Rs. '600-p.m. would thus'be the liighest limit for the' graded sci!es. 
These differentials and the range of-scales 'correspond largely with 
those contained in the Tomlin . <;ommission's Report .•. The -highest 
salary according' to the proportion indicated above'Would'b~ placed 
at Rs. 1000 p.m. The rangll between Rs. '600 and 'Rs.:1000 would-pro' 
vide adequately for ·the ,'high'selectedlloststarrying 'indiVidual 
salaries such as those' 'of' heads'~of' departments'and ~the- 'highest 

• ,-, - ' - " • ,',,:. - ,: ,,' •. I" '. ~'-, " 'ie" ~. , ," -. ' secretarIat posts.- ~ .'-.:' _ " .. ....11..-':., •. ~L _:~. _'._~ .'. ,l.,.,.) .... J.I~'- _. __ :i.-:'. _l;~~ 

ADDENDUM 

The field covered by government employment in various income 
strata cannot today be statistically measured. Sample data which 
illustrate conditions in a part of the field have, however, been com
piled from the report of the Poona Survey conducted in 1937 by the 
Gokhale Institute and have been presented in the accompanying, 
table. The to~al number of earners in Poona City and Sllburbs in
cluded in the sample of families have been classified into categories 
and sub-categories of occupations and according to the ranges of 
annual income in Table No. 54 in the report of the survey. With the 
help of these data a table has been prepared showing adult male 

• ROI/"I Commi •• ion on Brit;." Ci1lil Se1"1lice 19119·61, Baren Tomlin (Chair
man), eme!. 3909. 
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earners divided into 5 broad classes. Two small sub-categ'ories of the 
survey data could not be properly fitted into these five categories and 
have, therefore, been omitted from the table. The other cate
gories and sub-categories have been divided into the following five 
classes: (i) manual and supervisory workers i (ii) salaried employees 
of government or semi-government organisations (iii) salaried em
ployees of private persons or firms (iv) professional occupations 
(v) owners of businesses, shops, workshops, factories, etc. 

The table brings out that government and semi-government em
ployment is important in all ranges of income above Rs. 400 per 
annum. Official employment completely dominates the field in cate
gories above Rs. 750 per annum. The table makes it clear that apart 
from small and precarious openings in the liberal professions or the 
ownership of large business, which is of course dependent on capital 
and other assets, there is no alternative other than government ser
vice to the middle and educated classes. No doubt, for some com
munities entry into trade and industry may not be difficult, but for 
those for whom it is not easy (and these form the bulk of the middle 
class in most regions) government service is the chief avenue of em
ployment. Consequently it determines entirely the fortunes of the 
middle classes as a whole. 

Poona is not an industrial city and, therefore, the Poona sample 
may not represent adequately the situation in the largest industrial 
cities of India. On the other hand, Poona is one of the largest cities 
in the country and the opportunities for professionals and even in 
industry and trade are much larger in it than in the vast majority 
of smaller towns and in the rural area. The Poona sample cannot, 
therefore, be considered to give an exaggerated picture of the im
portance of official employment in the country as whole. 



CLASSIFICATION OF EARNERS BY CLASSES OF OCCUPATIONS AND ANNUAL INCOME IN 1936-37. 

Clws.sof Income RlI.400 Rs.500 'I RlI.750- RlI.1000- Rs.2000 Total 
occupations below to RlI. 500 to RlI. 750 RlI.1000 RlI.2000 and over 

RlI.400 I 

No. Percent No. Percent No. Pemlnt No. Pe~ccmt No. Percont No. Percent No. Peroent 
Ii!: 

I. Manual and l'l 
Ii!: 

Supervoory 0 

work 2,176 62.58 100 32.05 75 18.94 II 10.19 4 1.82 2,366 5I.l7 ~ 
Z 

I. Salaried g 
Employees of Ii!: 
Official and 0 
Semi-Official Z 
organisations 323 9.29 59 18.91 97 24.49 50 46.30 88 40.00 50 45.05 667 14.42 '" 

III. Salaried ~ Emp1oyoeo. of 
Private Persons 0 
&FinmI 202 5.81 66 21.15 46 11.62 7 6.48 2 0.91 323 6.99 'OJ 

IV. Professional ~ Occupations 113 3.25 12 3.85 38 9.60 6 5.56 43 19.55 21 18.92 233 5.04 

V. Owners of ~ 
Businesses, shops, 
workshops, 
factories, etc. 663 19.07 75 24.04 140 35.35 34 31.48 83 37.73 40 36.04 1,035 22.38 

TOlm 3,477 100.00 312 100.00 396 100.00 108 100.00 220 100.00 III 100.00 4,624 100.00 

Solbce: Tabla No.5 •• PooTlll-A Socio-Economic Survey. Part I-Economic, Gokhalo Institte of Politics and Economics, Poona. 
...... 
a> 

"" 



EX-COLONIAL AND NEW INCOME DIFFERENTIALS 
IN INDIA· 

UNDER the British rule the levels of salaries paid to British person
nel in government and to all Europeans in private business were 
relatively very high. Also the spread between the lowest and the 
highest salaries paid by the Indian Government was much greater 
than in other countries. In the 1920's the relation was no less than 
1 :133 in India, as compared with 1 :32 in the U.K. and only 1 :14 in 
Germany and Japan. As long as the highest categories of employ
ment were monopolized by the British, this had no relevance for the 
standards of living of Indians. However, when at last Indians began 
to be recruited to those higher categories, British and Indians em
ployed in the same service shared the same salary level. Thus a tiny 
minority of Inclians now received salaries which were related to 
standards obtaining in rich countries. 

It might have been expected that this discrepancy would disappear 
after independence. But this has not been the case. The government 
undertook no salary-scale reform, even though all British personnel 
had left. To some extent war-time inflation and frequent cost-of
living allowances for junior staff had a mitigating effect. Even so, 
extremes in government salaries remain greater in India than in 
most countries of the world. 

Even more important than these disparities in official salary levels 
are those that exist today in the private business sector. Here, we 
see the influence of foreign concerns operating in India or Indian con
cerns operating with foreign participation. Foreign concerns have 
been under pressure from the government to employ increasingly 
larger proportions of Indians. In Indian concerns with foreign parti
cipation, foreign technicians and managers play important roles, at 
least in the initial years. In either case, Indians and foreigners are 
employed on similar jobs and parity of salaries is usually maintained. 
But this has been to set the standards of payment to Indian personnel 
at levels which are determined by those of richer foreign countries. 
Salaries paid to foreign technicians and others are of a level required 
to attract them to serve in foreign, and usually less congenial, sur
roundings. But these salaries paid by companies employing foreigners 

• Co-E",i8tence, Vol. I, No.1, May 1964, pp. 74-76. 
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in turn, influence those of the highest managerial and technical 
personnel in the purely Indian companies, and also to some extent 
salaries paid by industrial organizations in the public sector. 

Since independence, certain controls have prevented disparities in 
salaries in government service from increasing. By contrast, business 
expansion has been rapid, and as the number of lucrative posts has 
increased so salaries have moved higher. The situation was examined 
by the Commission on Emoluments and Conditions of Service of 
Central Government Employees, 1957-59. 

The following extract from the Commission's report strikingly por
trays the position in 1956-57 : 

"The disparity ratio between the highest salaries and the lowest 
wages in the private sector is also far higher than in the Central 
Government sector, and has, moreover increased· considerably since 
1948-49. The table below brings this out : 

Category 

1._ Total emoluments of an 
UJl9ki11ed worker: 

(a) Cotton Textil .. , Bomb.y 

(b) Jute Textil." W. Bengal 

II. Average post-tax salary income 
of the highest salary eamars 

ill. Disparity ratio n : I (a) 

n : I (b) 

194849 1956-57 

Income In' annum In RI. 

999 

702 

77,250 

77 

110 

1,185 

806 

286,929 

242 

356 

... And we should invite attention to the fact that we are all through 
this chapter referring to incomes of purely salary earners in the 
private sector; earnings in the other forms at the top levels of that 
sector are higher." (Report pp. 82-4). , 

If anything, the situation today is worse than that of five years 
ago. The picture presented above may be somewhat exaggerated 
through the selection, for purposes of comparison, of the very highest 
salaries. However, there is no doubt that the number of high-salaried 
posts in private business is increasing rapidly, and that the gap is 
widening between the industrial wage earners and the highest-paid 
managerial personnel. 

The salaries paid by international organizations have a similar 
influence on levels or remuneration of the highest qualified technical 
and other personnel in India. The tendency is accentuated because of 
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the possibility, albeit limited, for members of these categories to go 
abroad to accept positions in more affluent countries. 

Thus, at the lower level the labour market in India ~s overstocked, 
with avenues of emigration barred, and resulting remuneration very 
low. Yet at top levels, the supply is very limited, due to high costs 
of training and limited entry, while the international economy deter
mines standards of payment. 

Other elements to be taken into account are the standards of 
living and the expectations of businessmen as· a class. Top Indian 
businessmen in collaborating with foreign business find themselves 
paying high managerial salaries, and they have come to expect that 
their own remuneration will be correspondingly high. They are in
fluenced by frequent contacts with foreigners and by visits abroad. 
As a result, the standard of living of such businessmen in India 
tends to approximate the standard of living of their opposite num
bers in the affluent countries. These factors in turn affect standards 
both in private life and in the public sector, such as are represented 
in entertainment, luxury restaurant and hotel accommodation, travel 
arrangements, and other public amenities. 

Of the many possible implications two may perhaps be mentioned 
here. First, high salaries direct current resources towards consump
tion, and capital is invested in the production of luxury goods: a 
situation which might ordinarily be considered highly inappropriate 
in the case of poorer countries. Second, and even more important, 
is what may be called the exhibition of conspicuous injustice in 
distribution. On the assumption that social cohesion and solidarity 
are important pre-requisites of successful democratic planning for the 
development of pQOrer countries, this exhibition of distributive In
justice must be considered a most adverse factor. 



THE ECONOMIC PROGRAMME OF THE CONGRESS" 

THE resolution on Fundamental Rights and the Economic Programme 
of the Karachi Congress is in some ways one of the most important 
passed at the session. It was entirely unprecedented and it attempted 
for the first time to indicate a definite programme of political and 
economic action on the part of the Indian National Congress in case it 
came to hold the reins of power. Its importance, however, may 
easily be exaggerated. For we do not believe it to be the programme 
of the party that is likely to be dominant in Indian politics 
in the near future under conditions of self-government. It is 
always extremely difficult to predict the future of political parties, 
but even so this much can be said with some certainty, that 
in the event of India attaining the goal of Swaraj the alignment of 
politieal. parties in India will be on a basis entirely different from 
that existing at present. It is also fairly obvious that the basis to a 
very large extent of the new division of parties would be the econo
mic interests of different classes. This being so it is impossible to 
imagine that the different groups now co-operating on the basis of a 
common platform of pOlitical action in the Congress will continue to 
co-operate when the motive to that co-operation ceases to exist. Both 
the circumstances under which the Fundamental Rights resolution 
came to be passed at the Karachi Congress and the general drift of 
the resolution support our contention. The definition of economic aims 
was thought to be -necessary because of the presence in the Congress 
of younger elements impregnated with extreme socialistic thought and 
yet the resultant resolution is such that its character may be approved 
of by the most orthodox economist. It is essentially a compromise re
solution with which the more radical elements in the country can 
never be satisfied. It clearly shows that the National Congress as at 
present constituted, while representing the more radical political 
parties in India, cannot endorse a programme of -economic action 
which is in any way more advanced than the economic policies of the 
major capitalistic countries of the world. 

That the resolution takes us only a little way towards socialism is, 
indeed, very easy to prove. The draft has been improved very consider-

• The Servant of India, Vol. XIV, No. 37, September 17, 1931, pp. 446.447; 
No. 41, O.other 15, 1931, pp. 493-495. -
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ably and certain important omissions made good as a result of the 
labours of the special sub-committee which had been appointed to 
revise it; but even so it remains a very temperate document. A few 
comments on the nature of the various clauses would suffice to make 
this clear. The first section of the economic part of the resolution 
relates to labour. This contains five clauses. Of these the one giving 
the right to peasants and workers of forming unions to protect their 
interests and another declaring that labour be freed from serfdom or 
conditions bordernig on serfd'om make no advance on the existing 
legal position. A third clause purporting to prohibit the employment 
of children of school going age in mines and factories follows natural
lyon the adoption of the programme of free and compulsory primary 
education. Of the two remaining clauses one deals with the position 
of women workers and the only special protection for them that it 
contemplates is the provision of adequate leave during maternity. It 
is surprising that only "leave" should be mentioned in this connection. 
The usual provision in most countries is t!)at of a form of insurance 
called "maternity benefit." Or is it that the word "leave" is supposed 
to embrace the benefit? 

The ,most important clause in this section, which we have left for 
consideration last, consists of two parts. The first part makes a decla
ration to the effect that economic life must conform to be principles of 
justice, to the end that it may secure a "decent standard of living," 
th~ clause does not say to whom. It is presumed that it is meant for 
every citizen. Justice being an abstract enough conception the word 
may be accepted by the capitalist, socialist, communist, all alike. The 
securing of a decent standard of living is, on the other hand, a 
revolutionary conception, but as the clauses that follow make no 
effective provision for bringing this about that declaration also need 
not disturb anybody. The second part of this ambitious clause abrupt
ly descends to the narrow realm of the industrial worker, promising 
him various things. Of these legislation regarding conditions and 
hours of work is already in existence. The important portions of this 
part are therefore the promise of provision by "suitable legislation" 
of a "living wage" and the provision of "social insurance". Of these 
"·living wage" legislation which, we take, is meant to convey the 
same idea as is usually conveyed by the expression "minimum wage 
legislation" is the more far-reaching conception. Social insurance 
schemes of various types have been a prominent feature of German 
national policy for many decades past and recent data collected by 
the League of Nations have made it clear how widerspread has been 
its adoption in most countries of the world during the last decade. It 
has been rightly considered that both the industries and the state 
should bear a ,part of the burden of this insurance and the adoption 
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of such schemes in India is considerably overdue. Minimum wage 
legislation on the other hand is not so universal. The only .form in 
which such legislation finds a place on the statute books of most 
countries of the world is the provision of minimum wage legislation 
in the so called "sweated industries." But there are many countries 
also in which a more general type of legislation is attempted. It should 
be noted that such type of legislation is specially held suitable to 
cases where the workers are not in a position adequately to protect 
their own interests. On this ground the necessity for its application to a 
large portion of Indian industry would seem specially strong. A point 
worthy of note here is that the agriculturists seem to have been ex
cluded both from insurance and minimum wage legislation in this 
resolution. This is certainly an unfortunate omission. A recent 
publication of the League of Nations shows that not only is the agri
cultural labour compulsorily included in most insurance schemes in 
the predominantly agricultural countries but also that even the small. 
cultivator is enabled voluntarily to become a member of national insu· 
rance schemes in many instances. Further such varied· experience as 
that of the. working of the Trade Boards in the case of the wages of 
agricultural labour in England and of the minimum wage legislation in 
a country like Mexico should certainly encourage the adoption of a 
progressive policy with regard to the agricultural labourer in India. 
And it may also be noted that the recent Labour Commission has re
commended the fixing of a statutory minimum wage for labour on the 
Assam tea plantations and that minimum wage legislation, is already 
in operation on behalf of Indian labour on the plantations of Ceylon 
and Malaya. Indeed while a large part of our labour is partly industrial 
and partly agricultural it would seem highly desirable that minimum 
wage legislation if adopted should apply equally to industry and agri
culture. Allowing for these reservations, there is no doubt that both 
the insurance and minimum wage proposals of the Congress are 
important steps in the right direction and their inclusion in the 
Congress programme is to be heartily welcomed. 

The second section of the programme also containing five clauses 
deals with taxation and expendjture. Two of these clauses deal with 
expenditure. One contemplates the reduction of military expenditure 
to at least half of the present total and the other lays down the normal 
maximum salary for the future public servants at Rs. 500 p. m. No 
comment need be made on the clause relating to military expenditure. 
The salary clause on the other hand requires some consideration. 
This is perhaps the most radical and the most original of al1 the 
clauses in the economic programme. It has also had· a more hostile 
reception than any of the others. Rs. 500 p. m. seems to be generally 
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considered as too Iowa maximum. This, however, is an entirely erro
neous impression. If one considers the national income of India, the 
average earnings of the labouring classes and peasants and the 
average starting salary in the lower clerical grades, Rs. 500 p. m. 
holds to all these a relation similar to what the salary of the highest 
administrative post holds to the corresponding figures in most other 
countries. Somewhat detailed evidence with regard to this point has 
been already collected and published by us in a separate pamphlet 
(The Salaries of Public Officials in India). 

Prof. C. N. Vakil in a 'recent note on the Economic Programme of 
the Congress puts forward two other objections. The first is that the 
rupee being an uncertain measure of value, it is inadvisable to fix the 
maximum in terms of rupees. This is a purely technical objection. It 
can hardlY be believed that the A.I.C.C. considers the number 500 as 
peculiarly sacrosanct and' that it would insist on sticking to it even 
if the prices double in the near future. The other objection of Prof. 
Vakil is that this maximum will have disastrous effects on the equili
brium as between the recruitment to services, professions and busi
ness. Here it is necessary to remember at the outset that incomes in 
trade and industry cannot be put on the same level as the incomes 
in services or the learned professions. For in the former influence, 
connections and even more than this a command over capital count 
for so much that the avenue to the higher income in that direction 
cannot be considered as even reasonably open to the majority of the 
educated classes. 

With respect to professions we do not know on the basis of what 
data Prof. Vakil ventures to state that those in the professions enjoy 
larger incomes today. In the case of the professions it is a very 
common mistake to pay undue attention to the highest incomes and 
not to take sufficient no:e of the vast number of failures. The income 
of the legal profession, for example, in India is not to be reckoned 
by the very high incomes earned by a few distinguished advocates. It 
is rather indicated by the large mass of pleaders and lawyers in 
the numerous cities, district towns and taluka places, the large 
majority of whom, we venture to think, do not pay any income tax. 
Recruitment in the beginning is contingent on the average expect
ation of an income and even with Rs. 500 p. m. as a maximum the 
average expectation of income in the services will not compare un
favourably with the incomes at present obtaining in the profession; 
this without taking account of the fact that a lowering of service 
scales is hound to have an effect on the charges made by the profes
sional classes in the country for their services. For it may be remem
bered that in India it has always been the service scales that have 
set the measure for the general level of earnings of the educated class-
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es and not as elsewhere the earnings in the other occupations deter
mining the level of service scales. Even so it may be admitted that 
there will be a certain amount of readjustment in the flow of recruits 
to government service. Services will not prove quite as attractive as 
they do today. But we consider that this will in no sense be a national 
calamity. Services are far too attractive at the present scales of pay 
and the emphasis on government employment needs to be consider
ably diminished. 

The three clauses with regard to taxation deal respectively with 
(i) Salt duty, (ii) Death d'Uties, (iii) Land revenue ·and Land 
tenure. The Salt duty is to be abolished. This is a step that was to 
be naturally expected after the prominence given to salt satyagraha 
in the national campaign of last year. Though on grounds other than 
sentimental this cannot be completely justified especially so long as 
duties on such articles as kerosene remain and the! prohibition of 
imported cloth is contemplated by the Congress which will necessarily 
mean a heavy additional burden on the consumer. Death duties on a 
graduated scale have been contemplated by the GQvernment of India 
for many years past. The Taxation Inquiry Committee has discussed 
the difficulties involved in their levy and proposals have been enter
taineil many a time for their levy by provincial governments. Un
dQubtedly they would mean an important additional means of revenue 
and if steep enough and heavy enough they would also serve as a 
useful weapon for correcting somewhat the evil effects of large accu
mulations of capital in private hands. 

Clause 7 in the resolution deals with land revenue and land tenure 
reform. The clause is somewhat clumsily worded and it is difficult to 
be sure as to what it means. There seem however to be two main ideas 
put forward. The first is to give relief to the smaller peasantry and 
the second to make agricultural incomes subject to an income-tax. 
The second measure is simple enough. It actually forms part of 
Sir Walter Layton's recommendations. It is a measure that will meet 
with almost universal approval. The relief to the smaller peasantry 
presents a more complicated problem. The resolution contemplates the 
attainment of this end by reductions of rent and revenue paid by 
this class. The reduction of revenue is easy for the state to effect. If 
government merely abolishes land revenue and decides that all agri
cultural incomes will be dealt with according to income-tax procedure 
the object will be gained. There will then be an exemption limit which 
may, of course, be much lower than the exemption limit in the case 
of non-agricultural incomes and there will be a graduated scale. Only 
some important results may be noted. One is that the yield of the 
land revenue may in this case be much lowered, and its administra
tion considerably complicated. Further, it has often been alleged that 
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the introduction of an exemption limit in land revenue may actually 
work as an incentive towards the further sub-division of holdings. 
The programme on the other hand with regard to the small tenantry 
seems to be difficult of achievement. For though the state may grad
uate the levy of a tax, it could certainly not ask a land-holder to 
graduate the rental charge per acre according to the size of the 
tenant's holding. This will merely result in an unfair discrimination 
against those landlords whose estate is divided among the smaller 
tenantry and can only .act as an inducement to them to evict the 
smaller tenants and replace them by bigger holders. Such a move
ment would easily defeat the object of the resolution unless it is pre
vented by very stringent tenancy laws. The problem of giving relief 
to the peasants in the zamindari tracts cannot be solved merely by 
rent restriction. The policy of rent regulation must be accompanied 
by more progressive tenancy legislation and by also affording means 
to the tenant of acquiring the ownership of his holding. We may note 
genel'ally that this section does not contemplate anywhere the reform 
of the Indian income-tax which is also long overdue. An increase in 
the burden of the income-tax and the steepening of the graduation 
scales would seem to be reforms urgently called for. 

The last section entitled "Economic and Soci,al Programme" con
tains one clause which has an important financial bearing. This is the 
clause regarding the adoption of the policy of prohibition. Prohibi
tion as the ultimate goal has always been accepted by all. political 
parties in India. And whatever the difficulties that may militate 
against the enforcing of a rigid prohibition policy, there is little 
doubt that Indian financiers must now look forward to an ever 
diminishing excise revenue. Of the other clauses in this section one 
deals with the provision of military training to citizens and another 
with the relief of agricultural indebtedness and the control of usury. 
No definite policy with regard to the latter is put forward. Three 
more clauses remain. One promises a general protectionist policy to 
indigenous industries coupled with an entire exclusion of foreign 
cloth. The protectionist policy has already been adopted in some mea
sure, but the proposal for an entire prohibition of particular imports 
seems unnecessarily extreme. An intelligent manipulation of tariff 
levels will effect in this direction whatever results it is desired to be 
brought about better than a rigid prohibition. Mahatma Gandhi's re
cent declarations in Lancashire seem however to indicate that a per
emptory exclusion of foreign cloth will not be insisted on by the 
Congress. 

The clause relating to currency and exchange policy lays down 
that that policy shall be controlled in the national interest. The clause 
as it was finally adopted' by the A.I.C.C. is a great improvement on 
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the original Karachi draft. The original draft contemplated' control 
so as to help Indian industries i.e. one specific class of Ilroducers. 
Such manipulation in the interests of particular classes is to be 
strongly deprecated and the A.I.C.C. has done well. to delete this 
portion of the old clause. In the new form, however, the clause is 
practically meaningless. For it is presumed that the national govern' 
ment will manage not only the currency and exchange policy but 
its policy in every other sphere as well 'in the national interests." 
Only one clause remains for consideration. This says that the "state 
shall own or control railways, waterways, shipping and other means 
of public transport." This is good so far as it goes. The State already 
owns the railways in India and in a great many countries does it own 
or control the operations of such concerns as are mentioned in the 
resolution. This is no dangerous step towards socialism: it· is only 
a declaration that the Indian National Government will follow policy 
as regards the vital economic activities of the nation similar to that 
evolved in most of the advanced countries in the world today. We 
only hope that the wording of the resolution is not taken to mean 
that the state shall not cbntrol or own activities other than those 
enumerated. For, we strongly hold that especially in a protectionist 
state,_state control or ownership of activities built up by state help 
may be -highly advisable in particular cases. 

This examination of the Congress programme will have made it 
clear that the programme is orthodox and moderate. Proposals re
garding social insurance and minimum wage have been discussed in 
the report of the Labour Commission and that body, which could be 
called neither revolutionary nor socialistic, has indicated ways in 
which these measures regarded by it as generally desirable can slow
ly be introduced into practice. Maternity leave is a milder proposal 
than the maternity benefit actually given in certain industries by 
legislation in C.P. and Bombay. Death duties have now been in
corporated into the financial System of many countries in the world; 
protectionism is a common malady and the control or ownership of 
key industries a well recognised practice. The Congress has for years 
advocated Land Revenue Reform and the solution suggested in the 
resolution for the tenancy problem we consider as incomplete. The 
only point in which the resolution marks a considerable advance over 
current conceptions is in the salaries maximum. But here again the 
Congress resolution does not suggest a maximum that is socialistic 
or levelling in any sense of the word. Indeed what strikes us most 
about the programme is its largely negative character. The clauses 
mostly embody proposals to remedy certain defects and remove cer
tain grievances in the existing situation. They do not formulate a 
series of positive steps contemplated by the future national govern-
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ment. A really attractive economic programme must put forward a 
vigorous national policy about the extension of social services and 
the activities of nation-building departments. This lack of positive 
proposals is most marked in the case of the agriculturjsts and almost 
nothing is said of the position of the small artisan. Our criticism of 
the programme does not, of course, mean that we minimise its im
portance. The resolution represents on the whole a sober and thought
ful attempt to indicate lines of immediate action in the future. There 
are some important omissions and there is little in it that is novel 
but most of the proposals made are on the right lines. It would be 
absurd to subject vague proposals of this type to any minute critic
ism. We cannot do this chiefly because we do not know under what 
conditions - financial and other - the future Swaraj Government 
which attempts to put them into practice will find itself. The adop
tion of each particular measure will be dependent on the then cir
cumstances, political and economic. Our purpose in commenting on 
the programme has been mainly to show that it follows lines of econo
mic policy already adopted in most countries of the west and that 
it cannot, as a whole, be called either revolutionary or socialistic. 



THE RESERVE BANK· 

I 

A LARGE growth and a growing faith in the efficacy of Central 
Banking is a notable post-war phenomenon born out of the financial 
troubles of that period. Already before the war Central Banking had 
attracted much attention but the universal mismanagement by 
Governments of their currencies during the war and post-war period 
and the way in which unco-ordinated· credit structures were unable 
to withstand the storms and stresses of the times emphasised the 
need of an independent and centralised management of the currency 
and credit arrangements of each nation. And the creation of a Central 
Bank independant of political influence, having the absolute right 'If 
note issue .and serving as a bankers' bank became the stock prescrip
tion for the remedying of financial ills. 

Wftn--us in India the project of a Central Bank was not seriously 
considered till the year 1918. The Chamberlain Commission which 
held its sittings during that year had before it certain proposals, 
notably that of Mr. Keynes for the creation of a State Bank bya 
fusion of the three Presidency Banks. This Commission did not make 
any recommendations on the point but the creation of the Imperial 
Bank in 1920 may be said to owe its origin to Mr. Keynes' memo
randum. The Babington Smith Committee found the currency 
troubles too great to be able to pay much attention to this question 
and it was chiefly during the sittings of the Hilton-Young Commis
sion that the issue came suddenly and prominently before the public. 
It should be noted that it was entirely in the evidence taken by the 
Commission in England that the suggestion that an independent 
Central Bank should be created was put forward and that one of the 
most emphatic witnesses on this point was Mr. Montagu Norman, the 
Governor of the Bank of England. The Government of India had 
before this visualised the possibility of transferring the management 
of the note issue to the Imperial Bank, but had not thought of bring
ing an entirely new institution into being. The majority of the Hilton
Young Commission was impressed by the plea for a Central Bank 
and reported that such a Bank to be called the Reserve Bank of India 
should be created on the usual model of the Bankers' Banks in other 

• Tl>e Servant of India., Vol. XVI, No. 14, April 6, 1933, pp. 16\-162. 
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countries. Sir Purshottamdas Thakurdas in his minute, however, ex
pressed the opinion that it would be better to attempt to convert the 
Imperial Bank itself into a Central Bank. Events after the publica
tion of the Hilton-Young Commission report moved. rapidly; and 
Sir Basil Blackett took up energetically the work of implementing 
the recommendations of that Commission. The Reserve Bank and 
Gold Standard Bill of 1927 was drawn up mainly on the lines laid 
down by the Hilton-Young Commission and it was described by 
Sir Basil as the most important Indian measure of "financial liberal
ism." By this time public opinion had veered round to the idea of 
having a Reserve Bank and in the Assembly almost all leaders of 
public opinoin - including Sir Purshottamdas - supported the con
ception. There were, however, radical differences in the points of 
view of Government and the Opposition and the Bill as it emerged 
out of the joint committee of the two Houses was entirely unaccept-: 
able to Government. For it substituted what was virtually a State 
Bank for a sharehold'Elrs' bank and provided for a certain number 
of directors to be elected by the Assembly while Government was 
most anxious to have the directorate removed entirely from political 
influence. As Government was unable to suitably amend the Bill in 
the Assembly, it tried to introduce a new Bill in the ensuing session. 
This move was, however, foiled by a ruling from the Chair. 

Thus India narrowly missed having a Reserve Bank in 1928 and 
nothing further was heard of the project for the moment until it was 
made a live political issue by being included in the series of financial 
safeguards in the second report- of the Federal Structure Committee 
of the first Round Table Conference. The words in which the Sub
Committee expressed this provision were as follows: "The Sub-Com
mittee recommend, with a view to ensuring confidence in the manage
mentof Indian credit and currency, that efforts should be made to 
establish on sure foundations and free from any political influence, 
as early as may be found possible, a Reserve Bank, which .will be 
entrusted with the management of the currency and exchange" and 
it further added: "The Sub-Committee recognise that it may be diffi
cult in existing conditions to set up a Reserve Bank of sufficient 
strength and equipped with the necessary gold and sterling reserves 
immediately and that, therefore, until this has been some special 
provisions will be found necessary to secure to the Governor-General 
adequate control over monetary policy and currency." In the second 
Round Table Conference a point specially established on the initia
tion of Sir Purshottamdas Thakurdas was that the creation of the 
Reserve Bank should be by the Indian legislature and the suggestion 
was also put forward that pending the creation of the Bank nothing 
further was required to ensure financial stability, in addition to the 
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normal powers of veto vesting in the Governor General, than the 
creation of a statutory Advisory Council so constituted as to reflect 
the best financial opinion of both India and London. In the case of 
neither of these reports was the creation of the Reserve Bank made 
a condition precedent to the inauguration of the Federation. With 
the report of the Financial Safeguards Committee of the third R.T.C., 
however, the aspect of this matter began to change. This Committee 
agreed with the recommendation made in the second report of the 
Federal Structure Committee, but further added that "the proposals 
to be submitted to Parliament sbould be based on the assumption that 
such a Reserve Bank would have been created prior to the inaugura
tion of the Federal constitution, and recommended that steps should 
be taken to introduce into the Indian Legislature a Reserve Bank 
Bill as soon as possible." It also proceeded to lay down certain re
quirements which must be satisfied before the Reserve Bank could 
start operations with a reasonable chance of success. This, of course, 
was going m~ch further than at any previous time and both 
Mr. Jayakar and Sir Tej Bahadur Sapru drew the attention of thE! 
Committee to it. Sir Tej put it plainly by saying, "I should' not like 
to be a papty to any scheme which contemplates that, if there is to 
be no_ ~eserve Bank, there is to be no responsibility at the Centre in 
India."1n the White Paper the situation in this respect is distinctly 
worse and the Reserve Bank figures prominently as a "prerequisite 
of a financial character to the inauguration of responsible Federal 
Government." The White Paper lays down that "the proposals relat
ing to the responsibility for the finance of the Federation are based 
on the assumption that before the first Federal Ministry comes into 
being a Reserve Bank free from political influence, will have been 
set up by Indian legislation and be already successfully operating." 

The enormous difference made in the position of the Central Bank 
by the report of the Committee of Financial Safeguards of the third 
R.T.C. is evident. At the first R.T.C. it was contemplated that certain 
special powers would be given to the Governor General if the Reserve 
Bank was not in being prior to the creation of the Federation. In 
the second R.T.C. an.alternative suggestion of an Advisory Council 
was put forward. The second R. T.C. met at a time of extreme financial 
uncertainty and it was natural, therefore, for the delegates to think 
of the possibility of establishing a Reserve Bank as distant. It 
is notworthy that Sir Purshottamdas suggested originally that the 
Reserve Bank should ,be specified as being set up by the Federal 
Legislature but as certain members objected to the word "Federal" 
as unnecessarily narrowing the scope of the reservation, the word 
was dropped. The financial situation in both India and England was 
a good deal better at the time the third R. T. C. met than at the 
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time of the second R. T. C. and there is nothing in the report of the 
Financial Safeguards Committee or the proceedings of the R. T. C. to 
explain why it is thought impossible to inaugurate a Federation 
even with special safeguards for currency and exchange pending the 
creation of Reserve Bank. The only possible explanation one can find 
is that the British Government felt that they could persuade the 
Indian Legislature more easily to accept the type of Reserve Bank 
on which the City had set its heart if on such acceptance the inaugu
ration of the Federation was made dependent. It has also been wicked
ly suggested that this is nothing more than a device to delay the <;oming 
in of the Federation indefinitely. And this suggestion finds some 
support in the type of condi tions laid down which must be satis
factorily fulfilled if the Reserve Bank is to operate successfully. 

II 

We do not, we believe, stretch the analogy too far if we find in this 
a close resemblance to the treatment given by the Allied nations to 
Germany or to the conditions laid down by the League of Nations 
before helping bankrupt nations which seek its assistance. The provi
sion that Reich-Bank Act should be so modified as to make that Bank 
free of Government control was, in the words of a celebrated authority 
on Central Banks, "part and parcel of a scheme for the payment of 
reparations and of the financial rehabilitation of Germany, devised 
by foreign experts at a time when the financial policy of the German 
Government was suspect and had proved to be economically unsound." 
It is well-known that the League has evolved a technique of its own 
during the last decade for the work of financial reconstruction and 
that in this technique Central Banks occupy a very important place. 
The Financial Committee of the League have framed general princi
ples which they feel should be incorporated in the constitution and 
guide the operations of Central Banks of issue in countries in which 
the League undertakes a reconsrtuction scheme. And the League has 
usually insisted on such a Central Bank being created' where none 
existed before or the statutes of existing Central Banks being modi
fied so as to conform to this model before financial assistance was 
given to the country in question. The insistence on the prior setting 
up of a Reserve Bank shows clearly that the British Government 
thinks of the future Federal Ministry in the same terms in which 
the Allied nations thought of Germany in 1924 or the League of the 
bankrupt Governments which seek its assistance. It is neither possible 
nor necessary to comment on this farther: 

In one important respect, however, the position is even worse. For 
while in these other cases the Central Bank was designed as an instru-
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ment of achieving' budgetary equilibrium and financial reorganisation, 
with us evidently it is to be made to wait on these factors. The prior 
requirements that must be satisfied are, in the opinion of the Commit
tee on Financial Safeguards of the third R. T. C. as follows: 
"In particular, that the Indian budgetary position should be assured, 
that the existing short-term debt, both in London and in India, should 
be substantially reduced, that adequate reserves should have been 
accumulated, and that India's normal export surplus should be re
stored." If we consider to what extent these conditions have been 
fulfilled in the case of the very large number of Central Banks that 
have come into existence in the various parts of the world during 
the post-war period we would discover that such instances are remar~
ably few. For in most cases the establishment of a Central Bank has 
been part of a scheme of financial reorganisation and currency stabi
lisation after both these had considerably deteriorated. Each one of 
the succession states of the old Austro-Hungarian Empire established 
Central Bank when neither the world conditions nor the internal 
conditions of these countries were half as favourable as the conditions 
today in India. The Austrain Bank was established when economic 
life was practically at a standstill in that country and when the condi
tions in all the Central European countries were daily getting worse. 
When in 1923 it was found that Hungary could not put her house 
into order without external help the League of Nations prepared and 
carried through a scheme of reconstruction which entailed the imme
diate establishment of a Central Bank but contemplated budgetary 
equilibrium being attained only by the year 1926. Similarly the condi
tions prevailing at the time of the creation of the Bank of Greece in 
1927 did not at all come up to the ideal laid down by the Financial 
Safeguards Committee. We should not be interpreted as attaching no 
importance to budgetary equilibrium or to the balance of international 
payments. No sane man could question the necessity of maintaining 
these. Our whole objection lies to laying down the attainment of these 
ideal conditions - especially at a time like the present - as a pre
requisite of the establishment of a Reserve Bank. Sir Otto Niemeyer; 
whose international financial standing is undisputed, was when he 
visited Australia in 1930 as an adviser to Government on behalf of 

" the Bank of England also called in to report on financial "and currency 
matters by the Government of New Zealand. Among the various re
commendations he made was one for the establishment of a Central' 
Bank. The conditions of world trade and the conditions in Australia 
were certainly bad enough when he made that recommendation. New 
Zealand as a country depending almost entirely on the export of 
agricultural produce finds today its balance of payments distinctly 
adverse. It has further been doubted whether a country of that size 
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really does require a Central Bank. Even so we find it following the 
current fashion and the New Zealand legislature discussing a Central 
Bank Bill in the December of last year. And as to adequate reserves 
what reserves are adequate? The events of the last two years should 
have been enough to convince anybody of the futility of· the conception 
that any banking reserves can be adequate. On this aspect we can think 
of no better comment than that of Mr. Manu Subedar : "India can
not have a Central Bank better than she can afford and the Central 
Bank established with such funds as are at the moment available can
not function worse than the Finance Member as currency authority 
and the Imperial Bank as banking authority are now functioning." 

The Finance Member made in 1929 a significant statement in the 
Legislative Assembly on the question of the establishment of a 
Reserve Bank, part of which is quoted by the Central Banking 
Committee in its report and in which the following sentences occur. 
"The formation of a Central or Reserve Bank is desirable in order 
that India may be equipped with a mechanism for the control of 
currency and credit on the lines approved by modern experience. At 
the same time Government can only proceed subject to their being 
satisfied as to two conditions .: first that the organization of the bank 
is securely settled on sound lines, and secondly, that there is a measure 
of general support among the representatives of public opinion for 
the. proposals." Now that the Government has to deal with an 
Assembly which rarely disagrees with it and that the birth of the 
Federation is made dependent on the creation of a Reserve Bank the 
Government, we feel sure, is satisfied that the above conditions will 
be entirely fulfilled. Further the Finance Member has {persistently 
claimed in his budget speech this year that he has restored budgetary 
equilibrium, cut down the floating debt to manageable limits and begun 
the process of building up reserves. In fact his elaborate justification 
of the policy of allowing gold exports turned essentially on the help 
these exports gave in maintaining India's balance of the international 
trade and in enabling the Finance Member to achieve all the above 
ends .He also talked of the almost inexhaustible stocks of gold that 
still lay in the country. There is thus nothing from the point of view 
of the Government of India to hinder the establishment of a Reserve 
Bank here and immediately. A draft Bill, as Sir P. Sethna pointed 
out at the first R. T. C., is ready in the files of Government. This Bill 
has been examined at least in some important respects, by the Central 
Banking Committee .That Conun,ittee which contained many represen
tatives of European commerce and industry has, in its majority 
report, unanimously assumed that the capital of the Bank would be 
provided by the State and that the Bank would be under Indian con
troL The foreign experts that advised the Central Committee have 
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also made an important suggestion for extending the scope of the 
functions of the Reserve Bank somewhat on the model of the Java 
Bank. This suggestion gets further support from South African 
experience and is also endorsed by the Central Committee. In the 
majority report are also contained many minor suggestions with 
regard to the working of the Bank. The 1928 Bill modified' in the light 
of these later comments should prove very generally acceptable. The 
controversy regarding the election of some Directors by the Assembly 
over which it is said the 1927 bill was wrecked (this, however, was 
emphatically denied by Mr Jinnah at the first R. T. C.) will not this 
time cause any trouble. For with at least a semblance of Central 
Responsibility the election of Directors by the Assembly becomes a 
minor issue. 

III 

We may, in cgnclusion, thus summarise our position. It is univers-' 
ally agreed that India needs a Reserve Bank and that one should be 
established immediately. This cannot, however, mean that there is 
any justification for believing that an Indian Finance Minister will 
folloW ~ policy more ruinous to his country and, therefore, also' to 
his country's creditors than has hitherto been done by the British 
Finance Members or by the Secretary of State. It is clear, on the 
other hand, that our English creditors and our English rulers insist 
on treating the future Federation as a potentially mismanaged and 
bankrupt state and on full provision being made in this behalf. Even 
so, in delaying the creation of a Reserve Bank by laying down very 
difficult conditions they are not acting fairly. Perhaps, therefore, we 
may be permitted here to suspect a mixture of the political and the 
economic motives. But further even if the conditions stand as at 
present the Finance Member's recent claims very largely cover them. 
The principles of Central Banking are today very well understood 
and the League Financial Committee rarely takes more than two or 
three months completely to frame the statutes for the bank of any 
country. Their application to India has been thoroughly studied; a 
draft bill is almost ready.' The rapidity, therefore, of the action that 
Government takes on this question and' the type of institution that 
it seeks to create has now become one of the main tests of the bona
fides of the British Cabinet and the British Government in India with 
respect of Indian Constitutional Reform. 



ON CONTROLS· 

A PROPER evaluation of the nature and extent of measures of control 
that might be required during the second five~year period may be 
made by relating the measures of control to the needs out of which 
they arise and the ends they a~e expected to fulfil. In this connection 
a number of broad categories might be indicated. Some controls may 
be required because it is planned to reach a certain level of savings 
during the plan period and it is not expected that this level would be 
reached without the aid of controls. Similarly, specific investment or 
production targets that are set out in the plan may make it necessary 
to control aspects of economic activity. Controls may also arise out of 
the desire to attain during the plan period certain social objectives, 
which in view of the prevailing pattern of the Institution of wealth 
and income could be attained only with the help of some controls. 
Finally, procedures framed for the financing etc. of the plan may 
lead to the adoption of many control measures. Briefly, these 'pro
ce4ures may have the result of producing a state of incipient inflation 
during the plan period and devices, including specific types of control, 
may have to be used to keep this suppressed. 

The attainment of an increased and increasing level of savings 
may be proposed in a variety of different ways or combination of 
ways. The State may take over into the public sector the main acti
vities in which large surpluses arise and assure an adequate total rate 
through savings made in the public sector. It may through such 
devices as an' income on ceilings and steeper income taxes combined 
with fairly heavy and widespread indirect taxation control the level 
of total consumer outlay. Because of the limitations of tax measures 
it may become necessary to supplement these measures by some direct 
controls of consumption. Control of consumption could be effected 
through either controlling the availability of consumer goods to 
consumers in general or by control of allocations of specific goods to 
particular groups of consumers etc. We may assume that in view of 
bo~h the large administrative task involved and the unpopularity of 
the measures, direct rationing of commodities in common consump
tion like food and cloth will be avoided .as far as possible. On this 
assumption, general consumption controls could be exercised by 

• A note written in 1955. 
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regulation of the production of important types of consumer goods 
within the country and by strict regulation of imports of consumer 
goods. It needs to be empha.sized in this connection that while an 
adequate increa.se in the supply of consumers goods available in the 
country is needed for a smooth working of the plan, the attainment 
of the savings target makes it equally necessary that total outlay on 
consumer goods does not exceed a given proportion of the estimated 
national income. Plans and targets of internal production of the main 
consumer goods must be framed with this latter requirement in mind. 
The quantitative control of imports of consumer goods is equally 
important especially as they are consumed, in the main, by classes 
control of whose levels of consumption would be more desired. 
General control through targets of production and availability 
would be relevant chiefly for commodities like cloth, footwear etc. in 
whose case more detailed measures cannot be undertaken. Such control 
may even be fairly close and effective in exceptional commodities like 
'Vanaspati whqse production is comparatively concentrated. Apart 
from what can be done in this general way, more specific regulatory 
measures may be desirable and possible in particular instances. In 
the more -advanced' industrial countries one aspect of anti-cyclical 
measurj!s is that of control of credit for expenditure on durable con
sumer -goods. Limitation of such consumption expenditure may be 
important in India also. The durable consumer goods category 
is acute one and no control may be desired over the increase in 
demand for some of these as, for example, bicycles and recurring 
machines. On the other hand, the purchase by private persons of 
motor cars, radios etc. may be usefully cQntrolled. The consumption 
of them may be more appropriately controlled through regulation of 
imports, through production control and tax measures. There is one 
important category of durable consumer goods of which more direct 
regulation may be both desirable and necessary. This is house con
struction. Allocations of certain essential types of building materials 
may be properly used for the purpose. Such control could fulfil two 
needs. On account of the peculiar pattern of distribution of income 
in the country the demand for house construction from the compara
tively richer classes is relatively high whereas there is little building 
of houses catering for the needs of the poor. There is thus a cumula
tive worsening of the situation in all urban areas and no market forces 
can afford a corrective. The control of allocations of materials, like 
cement and steel, may be exercised fairly rigorously in this regard. 
This will restrict largely one important avenue of outlay on durable 
consumer goods by the rich and also encourage, what is also needed 
urgently, a wider use and research in one of local materials. Through 
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import control an important measure of reduction of non-essential 
consumer outlay may be further brought in the case of petro\. 

Petrol rationing for private cases, as in war times, could save both 
consumer outlay and foreign exchange. Thinking along the same 
lines it may be enquired whether the provision through activities in 
the public sector of additional facilities such as of extension of air 
travel should not be drastically limited for the same purpose. The 
lIeasoning can be extended to such matters as standards of convenience 
etc. of public services or the style and equipment of public buildings. 
In most of these, our standards appear out of. all relation to our 
national income. It is not true that the maintenance of high aesthetic 
standards or artistic traditions necessarily involves lavish outlays; 
and high standards of amenities offered by public service or to public 
servants go ill with national poverty. A bold plan need not be an extra· 
vagant plan and the need for an effectively bold plan itself makes 
necessary rigid economy in public consumption levels. 

What has been said above relates chiefly to consumption levels 
of the classes that are better off. Some sumptuary regulations of wide 
application are also possible. Attention may be specially drawn to 
limitation to number at dinners etc. enforced during war time. Such 
regulation cannot, of course, be completely enforced. However, ex
perience in Bombay State showed that they helped not only to make 
practicable the system of rationing of foodgrains but also to keep 
down .expenditure at marriages and other ceremonies and even per
haps reduce the extent of travelling etc. undertaken on these occa· 
sions. Such regulation would reduce consumer outlay significantly 
and also bring home to a wide public the seriousness of the effort at 
planned economic development. 

All the above is only illustrative. The main purpose of the itemiza
tion is to bring out the relation of the target of national savings to 
various types of consumption controls. Unless the attainment of the 
savings target is supposed to be easy most of the types of measures 
indicated above will have to be attempted. 

Control measures related to the fulfilment of particular targets of 
investment and production would for the most part be more specific 
than those discussed above. The carrying out of the planned prog
ramme of investment etc. in the public sector would be direct res
ponsibility oJ; public authorities i but even for this and much more, 
the targets in the private sector would require a variety of detailed 
measures of regulation. Part of the regulation would be by way of 
preventing establishment or expansion of particular activity. Chiefly 
this would be through operations under the Regulation of Industries 
Act supplemented by State licensing powers, especially powers for 
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the licensing of processing and other establishments used in connec
tion with the programme for the village and small scale industries 
sector. The latter programme may also involve placing of limits 
directly on the activity of individual large scale industry. The direct 
regulati~ns would be supplemented by operations under capital issue 
control and the licensing of import of capital goods and raw materials. 
Total activity in an industry may also, in part, be determined by ex
port quotas as these would determine, in some respects, internal avai
lability of domestically produced materials. Positive action in the field 
of small scale and village industry would cover many aspects such as 
finance, technical improvement, marketing. For large scale industry 
measures of allocation would be of special importance. It appears that 
in respect of materials like cement and steel, shortages are again 
beginning to develop and it may be that the position in relation to 
railway transport will worsen with the progress of the plan. The 
policy regarding allocations of these essential goods and services in 
short supply must be related to the targets of investment and pro
duction which could not be attained without a measure of control 
over the allocations. 

The measures discussed so far have a comparatively small bearing 
on agriCultural production. Agricultural production will depend to 
some extent on schemes of technical and financial assistance and on 
the distribution of supplies of fertilisers and some other essential 
materials. The availability of transport facilities may also slightly 
influence the prices defined at particular times by the agricultural 
producer and thus affect his productive activity. However, the main 
determinant of agricultural production - apart from the seasons
is likely to be the relative structure of prices. The policy regarding 
prices - agricultural and non-agricultural - to be followed in the 
Second Five Year Plan was almost entirely changed during the plim 
period. Today, the only definitive statement is that a' policy of sup
porting agricultural prices will be followed. The policy indicated is, 
however, more that of support in emergencies than of continuing 
operations. It appears that a reserve stock of foodgrains will be main-

, tained and that a chain of warehouses built in connection with sys
tems of rural credit and co-operative marketing. These may help in 
emergencies such as a failure of harvest or a sharp fall in price. 
Apart from giving a lpw floor, to price, particularly of food grains, 
the policy would have no. stabilizing effect on agricultural prices in 
general and it cannot help in maintaining a structure of price rela
tives between various agricultural commodities o~ between agricul
tural commodities and non-agricultural commodities as a whole . 

• 
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It is highly desirable that a clear picture of the objectives and 
mechanism of the price policy of the Second Five Year Plan should 
emerge at a very early date. ,Government controls a smaIl number of 
prices today; but the control has reference only to the commodity con
cerned and is not exercised in a wider context. Also government policy 
in other respects affects some prices notedly; but the price effect 
does not appear to be taken into account when taking policy deci
sions. This appears speciaIly to be the case in the fixation of quotas of 
imports and exports. The periodic fixation of these quotas causes or 
influences movements of prices in a large number of important com
modities. This is' particularly the case with commodities, the trade in 
which has substantial import or export aspects. Among agricultural 
commodities this covers a wide range such as rice, wheat, cotton, 
j ute, oil-seeds. Not only are absolute prices affected but also relative 
prices within a single series may also be changed by quota policy. 
This, for example, is often the result of the periodic fixation of quotas 
of oil-seed exports on prices of oil seeds, oil and oil cake. The im
port quota regulation~ similarly cause changes in internal prices and 
price relations of imported produces and consumer goods. 

This phenomenon of periodic liability to comparatively sudden 
fluctuations of prices is undesirable from the point of view of steady 
progress of production plans and ought to be avoided. It has other 
bad consequences. To the extent that attempts are made to adjust 
quotas after taking account of the results of the agricultural season 
the action has effect only long after the harvest. Any advantages of 
government policy are in this case available not to the agricultural 
producer but to the trader. Also in a general way by introducing a 
speculative element in the situation the policy necessarily widens the 
intermediaries' margins between prices obtained by the producer and 
those paid by the consumer. This is apart from the complaints heard 
of gains of speculators who are able successfully to anticipate quotas 
and/or obtain aIlocations. The solution to this problem appears to be, 
in the first instance, in the direction of confining general regulation 
of imports and exports to achieve through protective and fiscal duties 
or excises. It may be necessary to make somewhat detailed classifica
tion of commodity lists to make this possible. Secondly, to the extent 
that direct quantitative regulation of particular imports or exports 
is necessary this should be through action of State Trading Boarda 
speciaIly set up for the purpose. 

In the absence of State Trading Boards it will not be possible 
either to avoid sudden and highly unsettling disturbances in prices 
and price relative~ or to eliminate wasteful speculative gains accru
ing to particular individuals and classes which have highly undesir· 
able political consequences. A State Board through its continuing 

• 



ON CONTROLS 187 

operations will be able to graduate and spread, appropriately through 
time, the needed changes upwards and downwards in prices; and it 
will be able to obtain for the community as a whole the profits accru
ing from the artificial differences created between internal and ex
ternal prices through operations of the quantitative restrictions. 

The above comment on existing policies of import and export 
quotas brings out that while only little direct regulation of prices of 
agricultural commodities is undertaken today, the quota policies in 
effect have a large influence in them; that these policies as administer
ed today are unnecessarily disturbing' and are to the advantage of 
neither the producer nor the consumer. As an entire abolition of 
quantitative restrictions on imports and exports may not be feasible 
during the Second Five Year Plan, operations by the State on lines 
that have become very common in other communities during the last 
fifteen years appear necessary. If State Boards are set up for the more 
important agricultural commodities exported, their operations could 
link up with the operations of a price support programme and the 
warehousing system and could help in maintaining a somewhat de
tailed structure of relative prices in agriculture. 

On the industrial side there are two fields in which some operations 
on prices appear inevitable. Firstly, there are the products which are 
common to the large scale and to the village and small scale industries. 
The planned transformation of the village and small scale industries 
sector will need measures among which the maintenance of a compara
tively fixed relation between prices- of goods produced by the two 
types of industries must find a place. At the other end of the scale, 
it appears that basic producers' goods and materials may have to be 
allocated in physical terms to a significant extent in the period of the 
plan. A plan of physical distribution of say coal, cement and iron and 
steel must involve the regulation of the prices of distributed materials. 
All price controls exercised today or in the recent past have had rela
tion chiefly to the demand and supply of the controlled commodity 
itself. And in the Planning Commission also no thought seems to be 
given to the problem of an integrated policy of price fixation or regu
lation. However, even if only the minimum necessary effort in the 
direction is contemplated in the Second Plan period the framework 
of an integrated price policy must be set up. 

This discussion on price control policy stemmed from considera
tion of price incentives and price relatives needed for planned pro
ductive effort in agriculture. Apart from these considerationS which 
are relevant for the total productive effort in agriculture and also for 
detailed crop planning', the fulfilment of the plan will require the 
establishment and maintenance of some broad relations. Of these, two 
are of special importance; these are firstly the relation between prices 
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of agricultural commodities and those of industrial products and 
secondly that between prices of basic materials and producers' goods 
and the prices of the more important consumer goods. A programme 
of support prices, warehousing and Boards operating in select fields 
of foreign trade together with the policy in the village and small scale 
industry sector and the allocation of basic materials would cover all 
the more essential elements in the total programme. But effort must 
be made from now to think out how the individual operations will 
work and how all of them can be brought together and co-ordinated 
in a definite and significant way. 

It is recognised that one of the reasons why rationing of essential 
consumer go!>ds could be more successfully undertaken in countries 
like U.K. than in India was the much greater equality in distribution 
of incomes in the former country. No step taken during the First Five 
Year Plan period seems to have reduced inequalities in the country. 
No special emphasis is laid in the programme of the Second Five 
Year Plan on the attainment of better distribution. Therefore, for
mation and implementation of economic policy in the Second Five 
Year Plan must take this factor into account. Highly unequal distri
bution of income in a society affects both productive effort and con
sumption standards. Some of the measures discussed above, such as 
the programme for village and small scale industries, the control of 
imports of consumer goods or of control of higher class housing are 
related to correcting, to some extent, the effect of unequal distribu
tion on productive effort. The effects on consumption standards may 
be modified in a variety of ways. In the first instance, we may con
sider some measures which aim at making the distribution itself 
better. The regulation of wages of labour is one such. State interfer
ence may make the earnings of some classes of labour larger than 
they might have been otherwise. Such. action, though important in it
self, is not likely to affect today in India very large numbers. In view 
of the large number of small independent producers in agriculture 
and small scale and village industry the maintenance of fair prices 
and assured markets should, however, make for reducing some in
equalities. Considerable progress in the same direction would be made 
if the 'Second Five Year Plan was deliberately oriented not only to
wards just creating more employment but towards creating much 
more employment for special classes in specific regions. Results of 
recent surveys such as the Agricultural Labour Enquiry and the 
Rural Credit Survey emphasize the large disparities in employment 
and earnings in various parts of the country. There are special classes 
such as the aborigines and the depressed and some types of artisans 
and rural labourers in certain areas whose living is specially pre
carious. A pIau which laid. considerable emphasis on afforestation, 
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water and soil conservation, roads and public works construction 
generally and provided for extra allocations to areas which were 
known to be backward or distressed can alleviate to some extent the 
results of existing inequalities. 

The more usual measure.~ for correcting inequality are those in
cluded in the phrase social insurance -and social security; However, in 
relation to the total extent of our problem, the results of these, in 
the near future, are likely to be even less important than those of 
wage regulation. The provision of extended facilities in relation to 
health and education would also immediately produce only a limited 
impression on the situation; From the point of view of improving the 
standards of consumption of the poorer classes the more important 
parts of the programme of development are those relating to main
tenance of fair prices for agricultural products, maintaining fair 
prices and assured markets in the small scale and village industries 
sector, having an appropriately constituted and distributed employ
ment programme. To this might also be added as next in importance 
a programme fgr minimum wage regulation in organized industry and 
organized agriculture. -, 

Consumption standards could be improved if with no change in the 
level of prices, considerable numbers among the less well-off qbtained 
increased employment and earnings. They could also be increased if 
supplie§ of essential commodities were made available to the poor 
on favourable terms. Certain schemes of social welfare such as school 
lunches and free distribution of milk attempt this to a limited extent 
in specific contexts. However, it is clear that immediately such prog
ramme cannot be attempted on any large scale. Therefore, distribu
tion of supplies of essential consumer goods is not likely to be under
taken by the State in India. However, such action may be forced on 
it if during the period inflationary pressures develop rapidly. In face 
of a rapid rise of prices uncompensated for by a corresponding 
general rise in earnings the standards of living of the poor are seri
ously threatened. The first step usually taken in such a contingency 
fs that of attempting to control prices. However,. this, by itself, in 
most cases, proves ineffective and resort is made to a rationed distribu
tion of supplies. Without an inflationary Situation the rationed distri
bution of essential supplies is unneceSsary. The problems created by 
inequality in a non-inflating situation are best dealt with through 
measures which would increase. employment or earnings or which 
would give appropriate assistance, to the- extent permitted by the 
finances of the state, on special occasions or to particularly vulnerable 
classes. Even programmes ,of subsidy would prove unnecessarily 
costly if adopted on a general basis in a non-inflationary situation. In 
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such a situation the selective approach is the more desirable and 
more economic. 

This leads us to a consideration of the last of the categories of cir
cumstances mentioned initially, that of incipient inflation which has 
to be kept in check. With a potentially inflationary situation the transi
tion is made from measures of control with specific objectives to a 
possible general regime of controls. Though the obvious system of 
the inflationary situation is the rise of prices in general, price control 
by itself cannot cope with the situation. Depending on the severity of 
the presence, it becomes necessary to operate controls in all direc
tions. As the inflationary situation renders the working of the market 
price mechanism more and more ineffective physical controls have 
to come into play progressively. Physical allocations are required for 
the attainment of specific production targets, detailed control over 
foreign trade is necessary for obtaining the required supplies and 
maintaining the balance of payments, all types of controls over con
sumer outlay and consumption have to be devised as a preliminary 
to mopping up redundant money supply and making effective invest
ment outlays and rationed distribution can alone keep up the minimum 
standards of those classes whose position is threatened by the in
flationary rise of prices. The measures with specific objectives dis
cussed in the earlier contexts thus become parts of the entire system 
of controls required for dealing with an incipient inflation. Operations 
of the specific control measures thus prove a useful preparation and 
safeguard if it is apprehended that an inflationary situation may 
develop during a given period. 

Among the general preparatory measures which would prove spe
cially useful in an inflationary situation are devises which bring the 
machinery of trade under control of the State. Because such control 
can serve a large variety of purposes. The extreme importance of 
State Marketing Boards, especially for important exported com
modities, has been emphasized above. They will have an important 
part to play in a potentially inflationary situation. Attention may 
similarly be drawn to a possible wide extension of a state-cum-co
operative trading system in the field of small scale and village in
dustries. The various All-India Boards set up in this field have all 
come to the conclusion that an important part of their work has to be 
that of setting up emporia and trade and distribution centres through
out the country and that a co-operative marketing system must be an 
essential feature of their programmes of development. A properly co
ordinated programme of work on the part of all Boards and other 
agencies should soon build up a state-cum-cooperative trading system 
having control of production and distribution over a significant part 
of the field of essential consumer goods in the production of which the 
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small scale and village industries play an important role. A combina
tion of the warehouses and agricultural prices support programme in 
agriculture, with the State Marketing Boards operating in foreign 
trade and the state-eum-cooperative trading system in important 
consumer goods industries should provide a frame-work of a system 
of distribution and trade competent to deal with all ordinary inflation
ary pressures. The building up of such a system, apart from the 
specific objective of each part, thus becomes an important prepara
tion for dealing with possible consequences of a large amount of 
deficit financing'. 

The somewhat elementary exposition attempted above is intended 
·to throw some light on the problem of the co-ordination of regulating 
measures and on that of distinguishing between the more and the 
less important of such measures. Both the positive and negative types 
of regulating measures have been taken into account as they supple
ment each other. It is obvious that existing machinery for the co
ordination of regulating measures is extremely inadequate and that 
most of such measures are operated with only the immediate, short-. 
term ends in view and that no overall view is taken of the en tire sys
tem. It is only an organization like the Planning Commission or the 
Economic Qommittee of the Central Cabinet that is in a position to 
take the overall view. It is also emphasized that taking certain mea
sures or-building certain organizations and systems may help not only 
specific objectives but may also be necessary as part of the preparation 
for dealing with possible inflationary developments. 



INDIAN ECONOMIC ORGANIZATION· 

AN attempt is made in the following to set out in brief the salient 
features of Indian economic organization. India is a large country 
and has an enormous variety of natural conditions. The stage of deve
lopment reached also differs widely from region to region. In the 
circumstances, a brief general description necessarily involves con
siderable, somewhat arbitrary, simplifications. Approximately 85 per 
cent of the population of India lives in the countryside. About three
quarters of residents in the rural areas are directly concerned with 
primary production; among primary production agriculture is over-
whelmingly important. . 

The typical unit of agricultural production is the peasant family 
farm. Land-tenure systems vary widely from region to region, but 
the scale and the organizational characteristics of agricultural pro
duction are comparatively uniform. There are states in which owner
ship of land is concentrated to a considerable extent in the hands of 
a comparatively small number of persons; in other states the bulk of 
the land is held by cultivating-owners; and there are situations and 
systems lying between these two extremes. In almost all states, how
ever, the actual cultivator operates on a comparatively small scale, 
chiefly with the help of family labour. The status of the cultivator
tenant, owner, etc. may differ, and the burden of rent may vary, but 
the organizational pattern remains the same. This characteristic 
differentiates India from other important types of agricultural eco
nomies. Large estates do not mean, in this country, large agricultural 
units worked either as feudal estates or as modern farms. They have 
always been parceled out among and worked by small tenantry. The 
abolition of landlord systems in India has thus not the same conse
quences for productive organization as in the countries of, say, South
ern and Eastern Europe. The dominant form of capitalistic organiza
tion in agriculture - the plantation - which has become important 
in many underdeveloped countries during the last two centuries has 
also been confined to a comparatively small field of India. The planta
tion is the dominant form only in the cultivation of tea, coffee, and 
rubber; and the cultivation of these crops is highly localized. Within 
• Economic Growth: Brazil, Indio, Japan, Edited by Simon Kuznets, Wilbert 

E. Moore, and Joseph J. Spengler, Duke University Press, Durham, 1955, 
pp. 448-463. 



INDIAN ECONOMIC ORGANIZATION 193 

their own regions, which are for the most part mountainous regions, 
unsettled previously, the plantations are the most important organi
zational type; outside these regions their influence in agricultural 
production is insignificant. 

The form of tenancy does not materially affect agricultural pro
duction. Crop-sharing, which is widespr~d all over the country, 
normally means the supply by the landlord of a proportion of the 
working capital.' But this does not lead to a larger investment of 
working capital resources in crop-sharing units as compared, with the 
farming of cash tenants. 

The geographical conditions are extremely varied and the circumst
ances in which agricultural production is carried on are equally so. 
At one extreme stand large, arid regions with a scanty soil surface, 
with meager supply of subsoil water and small and uncertain annual 
precipitation 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 is plentiful and certain, and 
where supplementary irrigation facilities make secure an appropriate 
supply of water throughout the year and its intensity. raised to a high 
pitch. Among all these varying circumstances the size of the typical 
peasant family holding remains small; that is, as related to the supply 
of labour within the family available for employment on the farm. 
Under favourable external conditions this leads to migration, sea
sonal or semi-permanent, of members of peasant families. The volume 
and duration of migration depend chiefly on employment opportunities 
available to migrants. This may be casual or seasonal labour in the 
neighbourhood, either agricultural or non-agricultural, or seasonal or 
permanent employment in distant regions. Where agricultural acti
vity 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 conditions in which agricultural activity is 
carried on, but of conditions of living and employment in the regi9n 
of alternative employment. For, in most rural' regions which supply 
migrant labour, the extent of chronic underemployment in agriculture 
is so large that these could supply in 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, settled country 
with a large population. Therefore, such development of land re
sources as can be carried out with family labour and with the equip
ment of implements and draft cattle available to the average peasant 
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has in this country proceeded very far. Similarly, intensity of cultiva
tion compatible with the limitation of resources is also considerable 
in appropriate circumstances. 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 without a considerable increase 
in the capital resources available to the peasant family. 

The pattern of productive activity is shaped by the organizational 
type. Broadly there are three purposes which productive activity has 
to serve: food for the family, fodder for livestock, chiefly draft cattle, 
and a surplus for sale. The small size of the productive unit and the 
differences in terms made by the wide margins at both sale and pur
chase make for an emphasis on domestic production, as far. as pos
sible, to serve the first two n~eds. Ordinarily, even with an increase 
of unit size and with almost complete commercialization, production 
for domestic needs does not vanish though its proportionate import
ance decreases rapidly. This is statement of merely a common cha
racteristic. Its manifestation will be. different with differing sizes of 
units and different crop combinations. For example, on very small 
farms or among what may be called part-time farmers the need for 
a cash income may lead to a cash crop being grown or part of food 
or fodder production being sold even though the remainder is not 
fully sufficient for family and farm business needs. In the same way, 
in areas where extension of cultivation of particular cash crops is 
widely possible, especially at times of a relative increase in the price 
of these crops, cash crops may expand to the extent of making sorne 
purchase of food and fodder necessary even on a large farm. It is 
not often, however, that such a position is reached. The production 
pattern thus contains everywhere a core of self-sufficiency. The share 
of production included within this aspect does not corne on the market 
and is not monetized. Another part that is non-monetized or only 
partly so is that in which the primary paymentq are made in terms 
of produce. The most important part of this is the payment in terms 
of produce, to casual or permanent labour and to artisans. Crop
sharing in the case of the smaller landlords may also be classed 
with this. 

The structure of the agricultural labour economy is shaped by the 
dominance of the peasant family unit. This means that the majority 
of production units in most agricultural regions do not offer employ
ment to outside labour except at times when pressure of seasonal 
operation makes such employment necessary. However, the distribu
tion of the size of cultivated holdings is uneven, and only a small 
proportion of units in most tracts would demand the employment of 
agricultural labour on a more permanent basis. This would be the 
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more prominent the more highly commercialised and· intensively 
developed agriculture was in any particular region. In such regions 
again the monetization of the larger part of the economy would have 
brought about a greater concentration of land operation and capital
istic agriculture, on one hand, and a permanent body of landless agri
cultural labour, on the other, would have emerged. Such regions 
would, however, be exceptional. For the larger part agricultural units 
employing agricuIturallabour through the year and families of purely 
landless agricultural labour would be small in numbers and the bulk 
of agricultural families would employ casual and seasonal agricultural 
labour and would be the source of supply of such labour. 

Agricultural productive units as sketched above would come into 
contact with the outside world and with modern economy chiefly 
through the monetized sector of their operations. The extent of this 
would be defined by the extent to which the peasant producer family, 
in its aspect of both ·producer and consumer, needed to trade with 
the outside world and to the extent that its economic relations 
with outsiders made necessary dealings in money. And it may well 
happen that the latter aspect may in some cases be the more important. 
The agriculturist would have such relations chiefly with the land
lord, the state, the moneylender, and the trader. Rent where it had 
to be paid In money, taxes such as the land revenue, the water charges, 
etc. and- the payment of interest, etc. on the debt would all necessit
ate converting produce into money form. To the extent that any of ' 
these payments were inexorably timed, the sale of given volumes 
of produce would be enforced on the cultivator at particular times. 
These monetary payments, especially those in connection with debts, 
may also have the effect among the smaller and poorer units of mone
tizing an unduly large share of the economy. Many of these units find 
it necessary to sen a large share of total production to satisfy imme
diate and pressing demands at one time of the year and to buy back 
for consumption needs part of these sales at a later period. 

Agricultural produce available for disposal would come into the 
hands of the producer in significant quantities only at fixed periods 
in the year. The requirements for making outlays both as producer 
and consumer would be more continuous throughout the year. Hence 
the need for credit. The funds for repayment would accrue chieily 
through the disposal of the surplus of agricultural produce. Credit 
would thus be linked with the marketing of agricultural produce; and 
moneylending and the marketing of agricultural produce and also 
general trading' activities wouid tend to be combined by one agency. 
In economies where the landlord holds the dominant economic posi
tion, moneylending may be connected with this class. 
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The smaller the scale of the peasant and the greater his ignorance 
and his distance from the market, the more would he be dependent 
on the trading-moneylending class and the greater would be the mar
gins they would command. Apart from the scale of individual opera
tions, the development of the transportation system of a region and 
the extent or demand for the product offered by the ag'):iculturist for 
sale would determine the strength of position of the agricultural 
producer. In the extreme case of the sugar-cane producers of Bihar 
and the United Provinces there exists at present a guaranteed pur
chaser at prices fixed by Government, in the local sugar mill. In crops 
like cotton there are in most important cotton areas a large number 
of regulated markets where the producer is usually certain of obtain
ing a price in fair relation to current quotations on the commodity 
exchange. Again, in commodities like cotton and some others, agents 
of exporters or local manufacturers often operate in producing regions 
for obtaining supplies immediately after harvest. The advantage of 
these comparatively sensitive markets will be available only to pro
ducers who are free to sell their produce in the way they think most 
suitable. A wide - preferably international- market, competitive 
purchase, good transport facilities, and freedom to sell enable even 
small producers to obtain fair market prices. This entire conjuncture 
is, however, obtainable only in a minority of cases, and on the whole, 
the dependence of the producer on the trading classes at all times 
is considerable. 

This dependence is emphasized by the fact that the processing of 
most products is in the hands of classes allied to the trading and 
moneylending classes. Formerly some aspects of processing such as 
husking and partly milling and decorticating were conducted by the 
producers themselves; too, the whole economy was more nearly self
contained. With greater commercialization and the marketing of 
a large portion of some crops, processing· began to be divorced from 
agricultural production, especially after power-driven machinery was 
introduced for most ,!f these processes. Consequently, today in all 
areas where the crop is an important commercial crop, husking amI 
milling, ginning and pressing, hulling and decorticating are conducted 
in centralized units operated and owned by non-producers except in 
the rare instances where they are co-operatively managed. The one 
important instance of processing still remaining mainly in the handR 
of producers is that of the somewhat elaborate process of the manufac
ture 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 com
bine among themselves for determination of terms of operation weak
ens still further the bargaining position of the agriculturist producer. 

, 
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The productive organization of rural industry had many features 
in common with the organization of agriculture. It was conducted 
essentially on a family basis and drew usually on the supply of labour 
of the whole family. Its capital resources were meager, it tended to 
be underemployed and the income yielded by it was consequently low. 
Attention needs to be drawn to one aspect of Indian economic organi
zation in which it appears to differ from other similarly placed 
economies. The ordinary peasant household in India is not self
contained in relation to most industrial products and personal ser
vice needs. In this respect comparative self-sufficiency is the attribute 
not so much of the individual household as of the viIIage community. 
The agriculturist aims at satisfying family and business needs by 
his own production so far as concerns food, fodder, and - one may 
add - fuel. For other products and services he depends on the spe
cialized artisan or other families within the viIIage 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 floor. Most of the repair work on agri
cultural equipment is performed not by the agriculturist households 
but by the resident artisan families. In a large number of cases the 
artisan families would also have small cultivated holding'S and would 
thus pe. 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 communities. In mountainous areas 
where isolated dwellings or hamlets were the 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 re
lated, in particular regions, to products and services required con
tinuously by the peasant families. Other artisan industry whose 
products would be demanded only occasionally or periodically would 
not be so evenly spread and would not be connected integralIy with the 
organization of the viIIag'e community. 

From the point of view of organization, rural artisan and cottage 
industry may be divided into two classes. The large majority of arti
sanS who were scattered widely over the countryside lived in close 
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; in 
a number of instances of original production, raw material was sup
plied 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 
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would also be most likely to be part-time farmers in many instances. 
Their field of operations would be limited to a village or a small 
group of villages and the non-monetized sector in their business 
would be considerable. 

The other class of rural artisans, though located in rural areas, 
would face problems of productive organization similar to those of 
traditional urban handicraft. The most numerous among 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 carry
ing 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 the 
family basis to the basis of a workshop; there would then emerge 
capitalistic owning of equipment and the employment of artisans on 
wage work away from their homes. Even when this capitalistic form 
of organization emerged, most of the artisans and handicrafts in
dustries operated as long as it was traditional, within specially cir
cumscribed limits. 

These limits were set by technical considerations. 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 it 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 faced for a century or more, and 
continued to face, a market which was continuously shrinking at 1\ 

varying pace as the result of increasing variety and cheapness of 
machine products. The continuous pressure of the competition of 
machine industry had compelled traditional Indian industry to adapt 
its methods, readjust its stages, and limit the variety of its products; 
but whatever the equilibrium reached at any time by these processes, 
it was liable to be upset afresh by further extension of the field of 
machine products, forcing traditional industry to further limitations 
and fresh adaptation. The survival within given limits of the tradi
tional industry was itself dependent on taking partial advantage of 
modern industrial technique. Thus the weaver used machine-spun 
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yarn; the metal worker, machine-produced metal sheets; and the 
leather worker for the major part, leather produced in modern tan
neries. 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 set
ting up central reeling, winding, or sizing and warping plants for 
handloom weavers or for improved types of bullock-driven oilmills 
fitted with ball-bearing. 

The most important result of these conditions was that traditional 
industry, whether conducteq on the basis of the family or of the work
shop unit, suffered continuously from underemployment or unemploy
ment. 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 under
employment in artisan industry was the result of a diminishing field 
of demand for the products of that industry. In both cases the situa
tion was revealed in the low income per worker; all calculations 
indicated that the average income of the small scale artisan industry 
unit in India- was as low as the average income of the peasant 
agricultural unit. 

The Industrial Revolution affected Indian agriculture primarily 
through "increasing commercialization and monetization of agricul
tural ·economy. The first impact was through the increased demand 
created for agricultural products like cotton. The transport system in 
regions where these products could be grown was rapidly developed, 
and the incentive of a large money income led to extension of cultiva
tion of particular crops in these regions. Beginning with few crops 
and regions the movement became, in time, widespread. As pointed 
out above increased commercialization or monetization 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 progress; but there was 
no technical revolution. The most important change was in the re
lative 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 undermined, in a number of regions, 
the position of the landowning classes. However, in spite of seeming' 
policies to the contrary, the position of the trading and moneylending 
classes is as strong as ever, and they continue to derive the greatest 
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benefits from every improvement in the terms of trade of agriculture. 
The nature of the impact on traditional industry has been already 

indicated. The first influence was the increasing imports of products 
of machine industry. This led, in course of time, to the disappearance 
of many old handicrafts, urban and rural, and continuous narrowing 
of the field for most others. The efforts at survival of these led to many 
adjustments in production and adaptations in technique. 

For the impact of foreign influences the initial process was the 
opening up of the country. The most important aspect of this was the 
construction of a railway system connecting the main ports with im
portant agricultural regions. This was done by British capital either 
private or borrowed by the Government. At the same time the road 
system was developed, and improved types of bullock carts were in
troduced. Thus within a few decades a revolution from the older sys
tem of pack-animal transport for internal trade was brought about. 
The main immediate effects of the development of this transport sys
tem were the distribution of imported machine-made goods through
out the country and the export of important raw products in increas
ing quantities. Indian traders participated from early stage in the 
distribution of imports and the collection of raw produce for exports; 
the foreign side of the trade was throughout the nineteenth century 
in European hands. Ancillary to trading activities were the credit 
institutions of the modern type, especially banks, mostly in the chief 
ports, established from the early days by the British. The first excur
sions in modern production activity were plantations - tea and 
coffee. In connection with the export of agricultural products certain 
processing activities were begun. 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, from the start Indian 
trading communities undertook processing activity in a large mea
sure. One important feature of the development of industry in India 
was that in Western India, with Bombay as the nucleus, manufae!ur
ing industry developed in Indian hands from the very beginning. The 
chief reason for this seems to have been the presence of old estab
lished financial and trading houses and communities in Gujarat, 
Kathiawar, and Kutch which were ready to take advantage of the new 
opportunities. As a result, the cotton industry, which developed chiefly 
in Western India, was always predominantly in Indian hands. 

Till World War I the policy of British Government in India was 
dominated by somewhat peculiar "liberal" concepts which led to im
posing of 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 
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Department by the Government of a province. There were tp.any 
other difficulties such as those in obtaining prospecting licenses, etc. 
in the way of progress of modern business in Indian hands. At the 
beginning of World War I, economic activity of the modern type was 
very limited in India. Manufacturing industry was represented 
chiefly by the cotton and jute textile industries, plantations chiefly by 
tea and, and only to a very small extent, by coffee, mining by coal 
begun 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 except the cotton'textile industry and 
processing were predominantly British owned and managed. Modern 
banking was represented by the Presidency Banks of British origin 
and branches of foreign banks; insurance was conducted mostly by 
foreign companies and coastal shipping by steamers was carried on 
mostly by British firms of either Indian or British registration. 

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 World War I. Modern business 
in Indian hands steadily increased in volume and diversity during 
the interwar years. The Indian beginnings in each line were usually 
with the smaller scale operations; the British stilI continued to do the 
pioneering in most new fields. An important new development during 
this 'period was establishment of subsidiaries by important inter
national groups or units; this was part of a world-wide movement. 
Concerns like the Imperial Chemical, Unilevers, Dunlop (tires) , 
Westinghouse Electric, General Motors, etc. established either com
pletely owned subsidiaries or allied concerns in collaboration with 
Indian capital. During the interwar 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 many 
new ventures. However, Indian business grew at a much more rapid 
pace; hence its proportionate share had become substantial in most 
fields on the eve of World War II. 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, hydroelectricity, 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 three; of thllse Europ
eans dominated only the Calcutta Exchange. During' interwar years 
stock-exchange business, mostly in Indian hands, grew in a large 
measure. And in all impOrtant centers in the country a number of 
commodity exchanges, in which the speculative element was import
ant, also sprang up. 
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A more radical change in the situation came about in the forties 
as accompaniment to the withdrawal of British political power. Many 
Indian capitalist groups made large gains during wartime and were 
willing to offer favourable terms for the acquisition of British inter
ests 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 
ownership are difficult to ascertain. However, British interests still 
continue to control the major portion of the jute, coal, and tea-planta
tion industry and have large and important units in most other manu
factures. The activities of foreign banks and 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 decreasing. 

The existing structure of Indian economy contains within itself a 
large number of divergent elements. In each aspect it has, in parti
cular, an important residue of pre-Industrial Revolution forms and 
usually also an important element of the most advanced industrial 
technique and organization. In transport, for example, side by side 
with the aeroplane, steamship, railways and mechanical road trans
port, there exists country craft and bullock carts; and the share of both 
these latter continues to be very considerable. In finance and banking 
the indigenous system had been well developed in pre-British times 
for the conduct and finance of an extensive long-distance internal 
trade; money changing and a system of trade and financial bills were 
fully operative. With the extension of trade in agriculturalproducta 
a connection had been established between urban indigenous banking 
and traders and agents in rural areas. Today there is in the country, 
a modern monetary and banking system; there is a central monetary 
and banking authority in the Reserve Bank of India; and the Im
perial Bank, whose growth has been state-sponsored, has an inter
mediate, somewhat anomalous position; the finance of international 
trade is still largely in the hands of branches of foreign banks, and 
within the country banking has developed in the direction of the con
centration of deposits and business in the hands of a small number 
of giant concerns with a wide-spread network of branches. Even so 
the banking system has not reached the smaller centers of trade and 
the ill-defined policy of Government towards co-operative forms has 
not enabled co-operative marketing, processing, and banking organi
zation to cover any substantial part of the field. The primary field of 
trading and finance still continues to be occupied, therefore, by sur
viving parts of the older system. The relation between the two 



INDIAN ECONOMIC ORGANIZATION 203 

systems is, however, not well articulated; and this makes !or difficulty 
in proper regulation, and in the implementation of positive policy. 

The development of modern industry has been on the usual lines 
of extension, mainly in textile and other consumer-goods industries 
such as sugar and vegetable oils. Because of specially favourable con
ditions and of tariff protection an important iron and steel industry 
and a cement manufacture have been established. Heavy chemicals, 
.production of machinery, electric equipment, and other capital-goods 
industries are still in their infancy. The future progress is dependent 
on planned effort, whose direction and extent are, however, yet un
clear. Today, though industrial production is much more diverse than 
it was two decades ago, its total extent is small in relation to size and 
requirements of the country. Employment afforded by modern in
dustry is very small; the vast bulk .of industrial employment is still 
in other forms. The total proportion of urban population - approxi
mately 15 per cent - is itself an index of underdevelopment. Apart 
from modem large. industry, towns afford employment in a large 
number of miscellaneous industries such as bidi or country cigarettes, 
bakeries or trour mills, or various branches of building trades; they 
also give occasion for a considerable body of modern types of work
shop actiyity for repair, maintenance, etc. The main industrial em
ployment, however, still comes from the traditional artisan industry 
of fhe- types described above. In special instances new intermediate 
forms of industry such as the power-loom industry have arisen; but 
they are confined to few industries and localities and are not numeric
ally important. Between the two fields of traditional and modern in
dustry there is, however, little integration. Two types of rationalized 
arrangements have, for example, been reported from countries like 
Japan. One relates to the division of markets between the two types 
of industry and the other is the accommodation of traditional skill, 
cheap human labour, and domestic working by division of production 
by processes some of which are allotted to domestic industry in the 
structure of modern industry. Intelligent action on either line is not 
evident in India; 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 displace
ment of foreign influence has come about in all lines; and today, 
excepting a small number of highly specialized experts, technical 
personnel is normally Indian. There are no special difficulties in the 
way of recruitment or training or in bringing about an adequate in
crease in the supply of such personnel. Experience during war also 
shows that, when required, the minimum technical training of in
dustrial labour even for munitions factories can be accomplished 
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rapidly through intensive methods. The strength of trade unions in 
India is also not considerable and unless backed by state and legisla
tive support they would, in the large majority of cases, find it difficult 
to stand up 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 utilization seems to be the condi
tions of living and employment in the main centers of industry. The 
important point to notice in this connection is the heavy concentration 
of modern industry in India in particular centers 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, espe
cially Calcutta and Bombay, hall become particularly intense, and 
within the other centres in the country there has been an equal tend· 
ency to concentration and overdevelopment. This means that not only 
are there a small number of centres of modern industry but also that 
they are unevenly distributed; the economic life of large regions is 
thus practically unaffected by forces of industrialization. It also means 
that the social problems in the industrial centres are specially acute. 
Housing conditions are very bad, and family living' is practically 
impossible for the bulk of industrial labour in most industrial con
centrations. There is an entire absence of social·security services such 
as sickness or unemployment insurance or old-age pensions; this fur
ther makes it impossible to build up a permanently settled industrial 
labour force even in the largest cities. IlIhealth, instability, unneces
sarily large and frequent movements of labour between the cities and 
r\1ral areas of origin are natural consequences. 

Another feature .of the development of modern business is the con
centration of trading and entrepreneurial activity in comparatively 
small sections of the total popUlation. Because of the dominance of 
caste in Indian social life there has always been a high specialization 
of occupational distribution. The trading and financial castes have 
been always highly urbanized 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 venture in fields opened by modern business. 
A small number of these ca.~tes, therefore, chiefly supplied and con
tinue to supply, in the main, those who occupy the field not only in 
trading and finance but also the entrepreneurial role in modern manu
facturing activity. Caste and community bonds help to maintain and 
accumulate strength gathered in particular fields and also the exten
sion of activities to others. As pointed out above, the crucial economic 
position ,in relation to agriculturists and artisan industry is also 



INDIAN ECONOMIC ORGANIZATION 205 

occupied by members of these communities. Members of the indus.trial 
labour force and the technical personnel usually belong to entirely 
different sets of communities. 

The Indian business castes have been habitually traders, financiers, 
and moneylenders. The demarcation between trade and finance was 
never sharp in India, and a large number of individuals and firms 
combined both functions. Because of the fairly rigid association of 
occupations with caste, none of these castes have traditionally engag
ed in what might be termed direct productive activity. They have 
always been highly urbanized, and their contact with agricultural 
activity has been confined to moneylending and trading. They have 
also not been directly engaged in handicraft or artisan activity. They 
traded in the raw materials required and the finished goods produced 
by artisans, and they might lend money to artisans or, perhaps, 
finance the whole field of activity in particular handicrafts. In the 
last case they would take on the entrepreneurial role; but this would 
not involve any direct participation in ·productive processes or acti
vities, which would be left entirely in the hands of members of the 
traditional artisan castes. 

Parsis alone among the important Indian business communities 
had a background which was in marked contrast to this. In pre-British 
times they had little share in banking or finance and were engaged 
to a considerable extent in both artisan industry and agriculture. 
Their:entry into trade chiefly followed on their association with the 
British, and it is noteworthy that their first entry into modern in
dustry, in Bombay City at the beginning of the nineteenth century, 
stemmed out of their initial employment as master carpenters in the 
shipyards by the British. The Parsis had the advantage of not being 
fettered by any of the numerous taboos and prohibitions associated 
with members of Hindu castes, and they adapted themselves quickly 
to new conditions after the advent of the British. They were employed 
largely as agents for supply and other needs by the British and were 
among the first Indians to enter modern industry. 

Others who followed have mainly belonged to the traditional Indian 
moneylending, trading, and financing classes. The earliest among 
these were trading and financing classes from Gujarat. Gujarat cities 
were known for many handicraft industries; and Gujarat had, always 
perhaps, been one of the most urbanized regions in India. In agri
culture also Gujarat was one of the richest and comparatively one of 
least overpopulated tracts. The spread of activities of business com
munities frQm Gujarat in the modern field within their home region, 
in Bombay City, and in special fields all over the country has there
fore been large. In a similar manner, trading and financing com
munities from among' other parts of India entered modern business 
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and industry in successive stages. To a small extent members of new 
professional classes which arose under the British entered this field, 
specially in the first decade of this century during the Swadeshi move
ment and after. They have, however, not yet effectively occupied a 
large part of the field of modern business. 

At the present moment the most dominant single class in Indian 
business is that of Marwaris. These have been comparative late comers 
into the field of modern industry. The term "Marwaris" usually in
cludes Jain and Hindu Bania communities originating in parts of 
the geographic area called Rajaputana or Rajasthan. The Rajaputana 
region is mostly arid and has not been able to support a flourishing 
agriculture or a large population. Also it does not lie on important 
international or internal trade routes. The economic activities for 
which Marwari communities are noted thus take place almost entirely 
outside the home region of these communities. Though they are found 
specially concentrated in certain regions, the Marwaris are more 
generally spread over the whole country than the Gujaratis or any 
other group of business communities. Another important fact regard
ing them is the part played by them as rural moneylenders in many 
regions of India. Members of other groups of business communities 
are usually not found as village moneylenders outside their home 
region. In most parts of India whenever there is an important alien 
element in rural moneylending this is usually that of the Marwaris. 
Some decades ago the chief centre of Marwari activity in modern 
business was Calcutta. Since 1914 their share in modern business iII 
Northern, Central, and Western India has rapidly increased; and they 
have recently made considerable headway even in Bombay City. 

The differing traditions and backgrounds of different sections of 
Indian businessmen are important because they continue largely to 
mould the attitude and behaviour of their members in the conduct of 
modern industry and trade. 

The bias towards financial manipulation rather than production per; 
formance has been greatly accentuated by the general prevalence of 
the "managing agency" system. British companies who pioneered in
dustrial and economic development in India on modern lines during 
the nineteenth century were usually formed and incorporated in Eng~ 
land while their actual business was carried on in India. In the then 
prevailing conditions of transport and communication it was impos
sible 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 under
took the actual conduct of the business in India on behalf of British 
companies. For this they were paid a commission and an allowance. 
This arrangement was called a managing agency, and in time the 
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important British firms in India - chief centre was Calcutta - came 
to hold managing agencies of a number of companies and in various 
business. It also happened that initiative for floating British com
panies for particular projects was taken by the managing agency 
firms themselves. In this case 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. The institution of managing agents thus arose out 
of a peculiar situation. When 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 un
developed 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 dis
tances. Also, in the days before the growth of modern banking, Indian 
managing agents, who were in origin mostly financing or trading 
firms, were useful in the supply of working capital to industry. Today 
the situation has changed completely and it is no more difficult for 
a company in India than in the United Kingdom to manage its busi
ness throiigh a manager or a managing director. But the managing 
agency. system is by now strongly entrenched, 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 of industries 
and trades. Legislation was passed in the thirties which put a term
renewable, of course - to all managing' agency agreements and which 
indicated a basis on which commissions might be determined. Events 
of the last decade show that this legislation has not much effect. 
Fresh legislation is at present under contemplation, ·but is encounter
ing much opposition. 

This feature of the situation gives a very peculiar turn to Indian 
developments. It helps to retain control of the productive organization 
primarily in the hands 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 of the operation of the manag
ing agency, large financial combines with a very mixed composition, 
since the link between the various members in the group has not 
been technical production or trading considerations but only financial 
opportunity. It has been calculated that towards thtl end of World 
War II the seven biggest managing agencies in India (four of which 
were British controlled) gave employment to more than 7 per cent of 
the total employed persons in modern plantation and manufacturing 
concerns in India and that the corresponding percentage for the first 
twenty was more than 14. It will be realized that concentration of this 
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type made action as pressure groups much more effective than when 
the sphere of individual combines was confined to- particular spheres 
of economic activity. The effect was intensified by the control by 
many c,f the biggest managing agencies of banks, insurance com
panies, and also newspapers. 

Another feature of the Indian situation which helps concentration 
of economic power is that no legislation in restraint of monopoly hllb 
even been enacted or even contemplated in India. Not only are 
there no laws comparable to the antitrust laws of the U.S.A., but even 
nothing on the pattern of the postwar antimonopoly legislation of the 
United Kingdom has been thought of. As a matter of fact, govern
ment has found it convenient to deal with trade and industrial asso
ciations, has encouraged their formation, and has sometimes gi ven 
them legislative recognition in such matters as price-fixing 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. 



REGULATION OF CREDIT BY THE RESERVE BANK 
OF INDIA AND ITS EFFECTIVENESS· 

I 

EFFECTIVENESS of monetary policy is closely related to the degree 
of integration of the economy and the extent to which commercial 
banks are the only or main source of credit. Modern commercial banks 
in India began as financial counterparts of modern business, i.e. 'Eng .. 
Iish business in the larger Indian ports and cities. At this time there 
existed within the country a well-developed indigenous financial 
system. Since -the beginning of the 20th century modern commerciai 
banking began to playa progressively important part in Indian busi
ness. Even so, the Central Banking Enquiry Committee (1931) noted 
that: "In -India there are two money markets, namely, the Indian 
money.-market or the bazar, and the market controlled by banking 
institutions working' on western lines." 

The indig'enous system had two main divisions: (1) The rural 
moneylending-trading system and (2) the urban financial system. 
The latter was originally concerned with even such matters as reve~ 
nue farming and finance of governments. However, its main residual 
function in the 19th century was the finance of internal trade. It also 
played considerable part in finance of industrial growth notably in 
centres like Ahmedabad. Since 1940 the movement towards transfor
mation of the older types of indigenous banking establishments into 
commercial banks has been rapid and an urban indigenous financiai 
system which functions independently and has considerable indepen~ 
dent sources of finance may be said no longer to exist. Ordinarily 
larg'e urban modern Indian business may now be taken to be fairly 
well integrated on its financial side and to be dependent for working 
funds essentially on commercial banks. An element of non-integration 
as between the activities of the larger and the smaller businesses 
may stilI exist. This is to the extent that smaller businesses cannot yet 
always have recourse to the banks and have to seek services of other 
financial intermediaries. Elements like the Multani Shroffs with part 
independent financial resources continue to operate in the market, 
though on a relatively diminishing scale. However, these financial 

• Art"" Vi;""""" Vol. 6, No.1, March 1963, pp. 1.14. 
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intermediaries usually draw, at least a part of their supplies from 
the banking system. 

A new disturbing factor has, at the same time, emerged. This is 
what is commonly termed "Black market money". These are accumu
lated gains largely of illegal transactions which cannot be brought 
into books or into bank accounts. No attempt has been made to gauge 
the extent of this but its volume is said to be considerable. ThE) 
smuggled imports of gold into the country, often put at a figure of 
Rs. 40 crores per annum, are financed presumably outside the bank
ing system and the gains from the imports are for the most part also 
held outside. The extent of the black money market is also believed to 
have intimate connection with the extent of the evasion of income tax. 
This source of finance is available mostly for speculative transactions 
·and its existence would reduce the effectiveness of monetary control. 

Commercial banking never got connected with productive activity 
in rural areas excepting with larger organized business such as that 
of plantations. The difficulties are tivo-fold: one is connected with the 
spread of the location of banks and the other with the nature of agri
cultural production credit and the risks to which it is subject. It may 
be taken for granted that future developments will be in the direc
tion of growth of a co-operative banking system to serve rural needs. 
During the last decade the Reserve Bank of India has become the 
major source of finance for the .growing co-operative banking system 
and to the extent that agricultural production and marketing are 
brought within the co-operative system their control by the central 
monetary authority will be facilitated. However, the position today 
is that except in a .few states agricultural production and market
ing are, for the major part, financed by the rural moneylending and 
trading system. 

The modern banking system has always been connected with the 
movement of agricultural produce to ports for export. Large concern 
with this activity gave Indian banking its traditional markedly sea
sonal character. In course of time the activities of the banks extended 
to internal movements of commercial crops. They came to -play an 
important part in the finance of purchase of industrial raw materials 
by processors and manufacturers and provided finance, in some 
measure, to large wholesalers also. It is difficult to indicate the extent 
to which finance by commercial banks touches the moneylender
trader system. Some light has been thrown on this only by the All
india Rural Credit Survey. The findings of the survey were that 
among both rural and urban moneylenders only a minority depended 
on outside sources for the funds required in their business. This pro
portion was somewhat larger in the case of urban moneylenders than 
in those of rural moneylenders. For both rural and urban money-
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lenders the overwhelmingly large source of outside funds was other 
moneylenders. In a small number of highly commercialized areas only, 
did urban moneylenders borrow to a significant extent from com
mercial banks. The majority of rural traders reported having to 
borrow from outside sources. In their case commercial banks and 
moneylenders were roughly equal in importance as sources of funds. 
It thus appears that the moneylender-trader system which is the im
portant operative system in agricultural production and rural trade 
is to a large extent independent and autonomous. 

By and large, consumer finance both urban and rural is outside the 
commercial banking system. 

Considerable progress has undoubtedly been made in recent years 
with the extension of the scope of the commercial banking system and 
with its integration. The continued degree of non-integration is indi' 
cated by the non-availability of bank credit over large areas and for 
certain types of activities and by notable differences between lending 
rates paid for _financial accommodation by different types of customers 
and the large spread within the banking system itself. Some prog
ress has been made with narrowing the spread. The very low rates 
which were charged to some favoured parties till 1955-56 no longer 
obt~i~L and a number of steps have been recently taken which are 
expecfed to help the most disadvantaged classes of borrowers. Special 
efforts made by the State Bank of India to extend credit to small in
dustry and the Reserve Bank scheme of guarantee in this behalf are 
examples. The impact of these measures is yet negligible and ulti
mately the solution will lie in developments which provide effective 
banking service to the small man and in the out of way localities. 

II 

The monetary and credit situation in India has changed greatly 
since 1950-51. Bank credit has steadily assumed greater importance. 
In 1951-52 currency with the public amounted to Rs. 1,213 crores 
while the aggregate deposits of banks were Rs. 859 crores and total 
bank credit stood at Rs. 547 crores. The corresponding figures for 
1961-62 were (in crores) Rs. 2.123, Rs. 1,808 and Rs. 1,279. The trend
is a continuing one. Bank credit is today much more intimately con
nected with the operation of the economy and the need for controlling 
it is more urgent and the problems presented by attempts at control 
have become much more complex. From 1935 to 1951 the Reserve 
Bank rate had remained unchanged at 3 per cent. In November 1951 
this was changed to 3t per cent and simultaneously a change was 
brought about in Bank's policy relating to purchase of government 
securities. As part of the then prevailing policy of keeping the rate 
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of interest on government borrowing low it was the normal practice 
of the Reserve Bank to buy government securities offered to it for 
sale at the market rate. The practice served the additional purpose 
of enabling commercial banks to provide themselves with funds dur
ing the busy season by selling government securities to the Reserve 
Bank. With the raising of the bank r~te to 3! per cent this practice 
was given up, though the banks were told that they could borrow from 
the Reserve Bank on the pledge of government securities. The 
change in practice was needed to enforce the raising of the rate. 
Logically, this also led ta the devising of the Bill Market Scheme by 
the Reserve Bank of India. At this stage the Reserve Bank had still 
to pay attention to the classic monetary problem of the Indian economy 
for the first half of the 20th century, that of adjusting the supply of 
money to the changing requirements of the busy and slack seasons. 
A variety of factors such as the slump in the international price level, 
good agricultural seasons, modest government deficits and the largl! 
sterling balances combined to create a situation in which further 
developments in Bank policy were, for some years, rendered un
necessary. During the Second Five Year Plan period, however, the 
situation changed completely and there have been correspondingly 
rapid developments in Bank policy. 

The general preoccupation with regulatory measures leads' usually 
to a disregard of the more positive side of the action of the central 
bank or of the state. In· an underdeveloped economy positive action 
is, however, of very great importance. Such economies_are not fully 
monetised and the credit and banking structure in them is neither 
well organized nor properly integrated; also, in many parts the struc
ture operates inefficiently. It is a condition precedent of effective 
regulation and of meaningful implementation of monetary policy that 
these structural and organizational defects be speedily removed. 
During the last 'ten years a great deal has been done in India in this 
direction. The most important steps taken were (i) the creation of 
an integrated commercial banking frame with branches all over the 
country in the State Bank of India and its subsidiaries and (ii) for
mulation and implementation of a policy for the rapid activization 
and extension of co-operative organizations in rural areas. Both these 
have greatly helped the process of integration of the monetary and 
credit system. The continuous inspection of commercial banks and the 
powers of licensing were used by the Reserve Bank so as to increase 
the efficiency and economic operation of the banking system. Recent 
steps regarding compulsory margins alid deposit insurance scheme 
are intended to serve the same objects. However, Reserve Bank policy 
in relation to permitting the <.opening of branches by commercial banks 
has apparently Iiot been yet firmly settled. 
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During the Second Five Year Plan period the regulatory policy of 
the Reserve Bank was specially rapidly developed during two periods 
of inflationary pressures. The first was between March 1956 and July 
1957 and the second between October 1959 and October 1960. During 
the first period, the bank rate was increased from 3t to 4 per cent 
after some preliminary moves, the selective credit controls were 
initiated and the Bank began the practice of issuing circulars advis
ing limitation of the volume of credit. During the second period the 
Reserve Bank used, for the first time, its power to increase the statu
tory reserve requirements of the scheduled banks; it directed all com
mercial banks to raise their rates of interest by an average of half 
per cent and imposed a minimum rate on all loans of commercial 
banks; it also introduced a quota and slab system according to which 
the banks were able to obtain only a part of their additional require
ments of credit at the bank rate from the Reserve Bank. 

The series of selective credit controls which have been frequently 
brought into operation and greatly elaborated since 1956 represent 
the attemJlt at restricting supply of credit in particular directions. 
Except for the restriction imposed during September 1956 and Febru
ary-1~1 on credit limits against cotton textiles, control of credit 
against commodities has been confined to product of agriculture, 
mainly foodgrains, and sugar. Manufacturers of textiles, sugar and 
vanaspati have been specifically exempted from the operation of these 
controls. Selective credit controls thus apply essentially to agricul
tural trading' credit. However, in operating the controls the Reserve 
Bank has shown itself sensitive to representations regarding supply 
of normal requirements of credit of traders. The limit on clean ad
vances had the intention of preventing the by-passing of selective 
credit controls through the changing of loans against commodities 
into clean advances. The selective credit controls imposed against 
advances on the security of shares and on credits for 'badIa' transac
tions were obviously meant for checking speculation in stocks and 
shares. Selective credit controls may thus be interpreted as measures 
intended against speculators, and as particularly meant to restrict 
supply of credit to hoarders and speculators at times when prices of 
agricultural products appear to be under pressure. 

The logic behind the policy is apparent enough. To operate a plan 
of development, it is necessary to maintain an even flow of supply of 
money and credit at reasonable cost to all normal production, trad
ing, etc. activities. Therefore, the Bank must be in a position to dis
criminate in its action i.e. to be able to deny bank credit or raise its 
cost exorbitantly only to those activities which do not help growth and 
which endanger stability of the internal price level. Most of such 
action is labelled as speculative. 
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The efficacy of bank action in relation to control of speculation 
must be considered highly doubtful. The reasons for this are two. 
fold. In the first instance, bank credit is not the only source of funds 
for speculative activity in India and the history of the last five years 
does not indicate that the control of bank credit by itself has very 
significantly checked speculation. The largest share of trading ad
vances secured against agricultural commodities is taken up by cotton. 
Government have had directly to control cotton prices during the 
last decade. Recent experience in jute has also led to direct action in 
relation to jute prices and trading. Excepting for rice in some states, 
bank credit is unimportant for the trade in foodgrains, and non
effectiveness of selective credit controls in this regard is emphasized 
by the need felt to elaborate the provisions of control of credit in rela
tion to rice continuously and even to discriminate in their operation 
between surplus and deficit states. 

Apart from the inability to control effectively the supply of funds 
for speculation bank policy is unable to act on the other important 
elements in the situation which feed speculation. For example, if 
traders confidently expect a rise in the prices of some or all commo
dities because of some aspect of Government policy, raising the cost 
of credit to them marginally (it can hardly be more) cannot act as 
a real restraint. Also, if government taxation policy encourages specu
lative activity in shares, Bank action is unlikely to be effective in this 
regard. As a general and mild measure of restraint and specially for 
giving a warning, selective credit controls may have relevance; but 
for the major preventive or corrective measures against speculation 
government must act through its economic or fiscal policy or through 
the direct powers to regUlate the stock and commodity markets. 

The Reserve Bank has acted in two ways in relation to control of 
the total volume of credit. One has been that of asking banks generally 
to exercise restraints in granting credit and sometimes indicating the 
extent to which it was thought desirable that they should bring down 
credit during the slack season. This has been caIIed "moral sausion". 
It is difficult to assess the effectiveness of this approach. "Moral sua
sion" directives were issued in the slack seasons of 1957, 1959 and 
1960. The actual course of credit activity during the three periods is 
seen to have been mainly determined by other conditions and to reveal 
little influence of -bank directives. At the same time it should be noted 
that the method of "moral sausion" was adopted because it was rea
lized that in the absence of some action regarding the total volume of 
credit, selective credit controls would prove entirely ineffective. 
"Moral sausion" has, therefore, to be considered as only a minor and 
supplementary device. 
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The other method of control over total volume of credit has been 
that of variation in required reserve ratios. This was first resorted 
to towards the end of the busy season of 1959-60. However, it was 
relaxed immediately on the commencement of the busy season of 
1960-61 and later withdrawn completely. There is thus little exper;i. 
ence regarding the results of its use. 

The existing situation regarding bank rate policy of the Reserve 
Bank is largely the result of steps taken during 1960. These steps led 
to the effective insulation of the bank rate. Previously it could be said 
that if the Reserve Bank wanted to raise the general rate of lending 
by commercial ,banks it would bring this about by raising the bank 
rate. In September, 1960 the Reserve Bank raised the lending rate 
of commercial banks by directly asking them to do this by at least an 
average of I per cent, and imposing a minimum of 5 per cent, with
out at the same time· changing the bank rate. 

The bank rate remains the rate at which the banking system can 
borrow from the Reserve Bank. In September 1960 the situation' in 
this regard also was modified by introduction of the quota and slab 
system. This meant that banks could obtain only a limited volume of 
funds-at the bank rate from the Reserve Bank. For an increasing 
supply there was a tier of higher ra'tes. Of course, the bank rate as 
the base of the structure still has some significance; but as the dimen
sions of the quota and slabs and the differential rates are all variable 
the significance that remains is small ' I' 

Reluctance to raise the bank rate is usually linked with fear of the 
possible effects of the increase on prices of government securities and 
on the interest rate for government borrowing'. The somewhat devi" 
oUB steps taken during 1956-57 before finally raising the bank rate 
were so interpreted at the time. 

Current policy rests on the assumption, which appears generally 
valid today, that the government securities market is almost entirely 
an institutional market. Government securities are today bought 
chiefly by insurance companies, provident funds, banks and othel; 
bodies and persons who, for one reason or other, have to buy govern
ment securities and whose purchases are not significantly affected by 
the general level of the interest rate. In such a situation, government 
can keep its borrowing rate, at least partly, insulated from market 
conditions and government would be justified in taking advantage of 
the situation to keep the rate low. The desire of government and the 
Reserve Bank not to do anything which will raise its borrowing rate 
or will lead to wide fluctuations in prices of government securities 
has thus led, by stages, to an effective immobilization of the bank rate 
as an instrument of monetary policy in India. 
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This divorce of the bank rate and the effective lending rate can be 
looked at from another point of view. When it is said, for example in 
text books, that the raising of the bank rate will have a dampening 
effect on activity, there are usually two ways in which this effect is 
supposed to be produced. Firstly, through raising the cost of borrow
ing to all borrowers and making' them reduce the scale of their acti
vitiesbut also secondly, through its effect on the prices of securities. 
As the securities form an important part of the base of the structure 
of bank credit a reduction in their prices contracts the base. The effect 
is the dual effect on borrower and lender and it has been argued that 
while the effect on the borrower is somewhat delayed and is apparent 
only in the long run, the effect on the lenders i.e. banks themselves 
is immediate and is the more important in the short run. If this is 
accepted it follows that action in relation to the bank rate to be succeSE
ful in reducing the tempo of activity must be allowed to affect the 
market prices of government securities . 

. The Reserve Bank is entrusted with the management of the Public 
Debt and an important objective of the purchases and sales of govern
ment securities made by it is to maintain the level of prices of these 
securities at an appropriate level. It has been alIeged that as a result 
of the introduction of the penal rate system by the Reserve Bank, 
commercial banks curtailed their possible additional investment ill 
government securities so as to be independent, to a large extent, of 
borrowing'S from the Reserve Bank. However, even so, the holdings 
of government securities by ·banks continue to be substantial and 
represent 40 per cent or more of outstanding bank credit at any time. 
The panka also managed during 1961-62 to borrow from the Reserve 
Bank amounts, which were on an average, a smaller proportion of 
outstanding bank credit (less than 4 per cent) than in any year after 
1954-55. In the. last resort the banks can sell government securities 
in a market in which the Reserve Bank's debt management policy is 
an important factor in the determination of the price level of secu
rities. The large holding's of government securities by banks thus con
stitute a limitation on the Reserve Bank's capacity to restrict the 
volume of supply of funds. Also, the debt management policy of the 
Reserve Bank must bear some relation to the operation of the Bank's 
quota, slab and penal rate system. 

As there are limits to the ability of the Reserve Bank to keep down 
the rate on government borrowing the bank rate rannot be held con
stant at one level. However, it is now to be changed only when market 
indicators have so far altered as to make the change necessary in 
order to keep the rate in line with the altered situation. The bank rate 
trails behind other indicators; and the chief relevant indicator 
appears to be. the yield on long-term government securities. Recent 
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developments endorse this view. The yield on non- convertible govern
ment paper had increased steadily during 1961 from 4.03 per cent in 
.January to 4.2:1 per cent in December. In July 1962 it increased fur
ther to 4.31 per cent. The Government of India issued its mid-year 
loans during 1962 at 4 per cent; but the States which issued their 
loans soon after were advised to float them at 4;\ per cent. With the 
outbreak of the war there was further sharp fall in prices of govern
ment securities and the yield on non-convertible government paper 
shot up to 4.73 per cent in November 1962. The Reserve Bank raised 
the bank rate to 4;\ per cent on January 2, 1963. The step was ex
plained as a measure of adjustment of the bank rate in the light of 
trends in the money and capital markets. The increase was also in
tended to formalise the existing pattern of interest rates established 
by the progressive modification of the slab rate system. Simultaneously 
the three-tier slab rate system was simplified into a two-tier system 
and the quotas and rates were so adj usted -that the average rate for 
borrowing by ·banks from the Reserve Bank was not increased. 

The bank rate as the $ole instrument of policy is a. thing of the past 
even in highly integrated industrialized economies. For example, it is 
rec<1g'!1jzed that in Britain there is, now, what has been termed a pack
age deal and that a rise in the bank rate has usually to be accom
panied by restrictions on bank advances, controls on hire-purchase 
and cuts in the capital programme of the public sector. Control of 
hire-purchase is held to be of considerable importance in the U.S. and 
im appropriate manipulation of public expenditure policy is. con
sidered in most countries to be a necessary accompaniment of mone_ 
tary measures. Two points need to be made in this connection. In all 
underdeveloped economies which attempt planned development, con
sumption has. to be controlled by the more direct methods of a 
regulatory price policy or in extreme cases, of rationing of supplies. 
Frequent adjustments of public expenditure programmes are simi
larly ruled out in a country attempting a plan of development. It is 
undoubtedly, important to set the level and rate of such expenditure 
at a practicable level. But once this is done the tempo of development 
activity has to be steadily maintained. With long-term integrated 
plans of development it is inappropriate, it is indeed highly wasteful, 
to alter frequently the programmes and the pace. 

III 

In retrospect the policy of the Reserve Bank of India during the 
last decade can best be described as that of cautious improvisation .. 
The one firm objective or prejudice by which the Bank seems to have 
been guided was that of not raising the bank rate. For the rest, action 
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by the Bank was taken late rather than early and there is little evid
ence of either a pre-concerted plan or of a deliberate use of appro
priate instruments. The instruments arose out of changing circum
stances. Initially large claims were made ·by the Bank 'on behalf of 
selective credit controls. The claims could not be sustained and even 
with the backing of moral suasion the use of selective controls is 
limited to giving a warning regarding speculative activity in parti
cular directions. Increase in required reserve ratios is a measure 
obviously to be used when the deposit resources of hanks are relatively 
ample and the Reserve Bank thinks it necessary to restrain their 
lending operations. The Reserve Bank increased the statutory reserve 
requirements of scheduled banks in March and May 1960 in view of 
current inflationary pressures. The slack season of 1960 did not ease 
the pressure on banks and the Reserve Bank took additional action 
in September 1960 by way of establishing the three-tier structure of 
interest rates. At the beginning of the busy season in November 1960 
the banks thus found themselves in a difficult position in relation to 
the seasonal increase in demand for credit. There was considerable 
complaint of the inability of the banks to meet demands of trade and 
of industrial production. It was possible for the Reserve Bank, at this 
time, to take the view that the reserve requirem('nts imposed in May 
1960 should be continued throughout the succeeding busy season and 
that banks should be forced to resort to borrowing from the Reserve 
Bank at the enhanced rates of interest. The Reserve Bank did not 
adopt this view, but withdrew in two stages (November 1960 and 
January 1961), the reserve requirements imposed in March 1960. 
This apparently means that the Reserve Bank finds it difficult to dis
regard complaints about lack of funds for normal needs of trade and 
industrial activity and is therefore, unable through varying of re
serve ratios to take effective action in relation to increase in the total 
volume of credit. 

The slab, quota and the penal rate system can be used to curtail 
availability of Reserve Bank funds and, in particular, to induce banks 
to raise their lending rates. The system can now be conSidered a8 9. 

permanent feature of Reserve Bank administJ:ation. The direct efficacy 
of its use may, however, be doubted. At present only some banks 
during some periods of the year borrow substantial sums at really 
high rates of interest from the Reserve Bank. For even these banks 
the average borrowing rate is thereby raised by only a negligible 
fraction. The readiness of banks to raise lending rates, in these cir
cumstances, must be taken to be a case of conventional behaviour. 
Which means that even this most direct action can yield results only 
in the event of a full understanding on the part of the banks of 
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requirements of Reserve Bank policy and their readiness to act 
appropriately. 

The efficacy of a large part of economic regulating operations in 
all countries of the world depends upon a wide5pread and accurate 
understanding of the intentions of the regulating authority and on 
cooperative behaviour on the part of the members of the system. 
Difficulties in India arise through two sources. Firstly the intentions 
of the authority are not always clear; secondly fulI cooperation of 
members cannot always be assumed. The first aspect is the more 
crucial and important. Reserve Bank policy has grown by improvi
sation and stable conventions regarding purpose and use of the in
struments evolved during the last eight years ha\-e not been estab
lished. There is relatively little' public discussion of these matters. 
Also, barring ad hoc meetings at critical times, no permanent machin
ery for informal exchange of views between Reserve Bank Executives 
and leaders of the banking system appears to have been created, In 
fact, there is little evidence of continuous consultation for evolving a 
consistent policy on the part even of the three main eonstituents of the 
official apparatus, the Finance Department of the Government of India, 
the Reserve Bank of India and the State Bank of India. 

It would be useful to refer in this context to the recent history of 
the rates of interest charged by commercial banks in India. The level 
of these rates, especially for large favoured parties, was very low in 
India tilI 1955. The conversion of the Imperial Bank of India into the 
State Bank of India led to some raising of the very low rates; this step 
would, however, not affect the average rates. From 1955 to 1959 banks 
were continuously under pressure and the rates on both deposit$ and 
advances moved upwards. The table below sets out information for 
three years both for scheduled and non-scheduled banks. 

The non-scheduled banks are all small and as a group they cover 
an insignificant part of banking business in India. Their figures are, 
however, useful for comparison in so far as they are not governed 
by directives of the Reserve Bank and have not arrived at mutual 
agreements on rates on deposits. From 1954 to 1959 the average rate 
of interest paid on deposits by scheduled banks moved up sharply. 
This was the result of two movements. In the first instance, there 
was a very general trend towards transferring money from demand 
deposit accounts, which earned little or no interest, to time deposits. 
Secondly, the relatively slow growth of deposits led banks to raise 
rates in competition. In October 1958 scheduled banks reached an 
agreement amongst themselves on rates of interest paid on deposits. 
This led to stoppage of the competitive increase of rates and led to 
some lowering of the average rate paid for borrowing which is re
flected in the difference between figures for 1959 and 1960 in the 
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AVERAGE ANNUAL RATE OF INTEREST PAID FOR THE PREVIOUS 
HALF YEAR 

Scheduled Banks NonRscheduled Balik! 
Period ------------ -----------
ending Deposits Advances Deposits Advances 

31st 
December, 
1954 1.41 5.03 2.96 7.32 

31st 
I>ocdmber, 
1959 2.191 5.70S 3.660 9.053 

31st 
December, 
1960 1.953 5.9n 3.851 9.055 

SOURCE: Reserve Bank 0/ India Bul/elln 

table above. The average rate of interest on advances charged by the 
scheduled banks did not grow rapidly between 1954 and 1959. How
ever it continued to move upwards in 1960. The main factor respon
sible for this movement was the directive issued by the Reserve Bank 
iii October 1960 to all scheduled banks to adhere to a minimum lend
ing rate of 5 per cent and to raise their average lending rate by at 
least half per cent over that of the previous year. The figures in the 
table refer to the second half of the year 1960 and do not show the 
full effect of the Reserve Bank directive of October 1960. 

It is understood that the Reserve Bank took the unusual action of 
prescribing the minimum lending rates for banks, chiefly, at the re
quest of the banks. The banks were unable to come to an agreement 
among themselves regarding raising the interest rates and preferred 
that it should appear that the raising of rates was externally imposed 
on them. The situation in this regard appears to have changed sub. 
stantially since 1960. The' agreement regarding rates on deposits has 
been renewed with a wider coverage and the banks appear to have 
arrived at understanding among themselves regarding rates of in
terest on advances. The banks no longer find it necessary to have 
to increase rates on advances at the direction of the Reserve Bank 
of India. The changed situation was strikingly illustrated in January 
1963 when the Reserve Bank raised the bank rate to 4! per cent. 
At this time the Reserve Bank took care to see that the average rate 
of borrowings from the Reserve Bank by banks was not affected by 
the increase in the bank rate. Also, it made clear that the new rate 
merely formalized existing relations. Obviously it was intended that 



REGULATION OF CREDIT BY THE RESERVE BANK 221 

the banks should not raise their own lending' rates because of the 
change in the hank Tate. However, the banks chose to ignore this 
hint and have taken joint action so that in January 1963 the mini
mum lending rate charged by all the scheduled banks, other than the 
State Bank of India, was placed at 61 per cent. That at the same 
time the State Bank of India maintains jts minimum advance rate 
at 5 per cent emphasizes the prevailing state of confusion. 

The Reserve Bank is seen today to have little effective control over 
the supply of funds. Such control cannot be achieved as long as the 
level of government expenditure is not jnfluenced by the thinking or 
action of the monetary authority. However, even the more limited 
objective of controlling the level of rates prevailing within the bank
ing system seems no longer attainable. It has been indicated above 
that the direct effect of the use of instruments of Reserve Bank policy, 
including the quota, tier and slab system, on ,banks is not likely to be 
significant. In view of the ability of the banks now to act in agreement 
it is neither necessary nor desirable that the Reserve Bank should 
prescribe the level of rates directly as it did in October 1960. 

The evolution of Indian banking has taken a turn through which 
a small nUlnber of very large banks dominate the scene. They appear 
able .andwiIling to raise lending rates continuously ,by mutual agree
ment. This may soon convert India from a country of relatively low 
lending rates to one of high rates. It is necessary to avoid this con
tingency. The failure of the Reserve Bank to encourage the building 
up of a system of local banks has been a handicap for the development 
of smaller businesses and smaller locations. A regime of high bank 
rates will further add to their difficulties. -It is not possible for the 
Reserve Bank to impose on the banks a system of varying rates for 
different types of borrowers or purposes of borrowings. In the cir
cumstances, a policy of using a high level of commercial 'bank rates to 
ration supply of working capital will have undesirable results. 

The analogy of Japan is often cited in this context. However, the 
situation in Japan is entirely different. Monetary regulation by the 
Bank of Japan is not complicated by requirements of a debt manage
ment policy. Also, Japanese banks depend so completely on the Bank 
of Japan for supply of extra funds that detailed and discriminating 
regulation became possible, when necessary. The conditions in Japan 
differ from those in India in a number of other ways. The economy 
is highly integrated; the rural sector is fully cooperativized. Though 
the level of rates is high the spread is relatively small. Moreover, 
Japanese industrialization is an accomplished fact. Further growth 
of the economy is, therefore, not dependent on a regime of restric
tions and inducements as in India. The current Japanese policy also 
operates in favour of the large-scale and the already successful. In 
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India we are attempting planned industrialization in detail and in 
this country, in view of the existing high concentration of resources 
and opportunities, market forces operating through high pricing may 
unnecessarily raise costs and will add to the difficulties of small 
business. 

In the existing situation in India it is necessary that the monetary 
authority should be in a position to take action, particularly, in two 
directions. Firstly, there is the constant fear of inflationary pressures 
becoming too strong. For dealing with this contingency the monetary 
authority must be able to influence the policy of commercial banks 
regarding expansion of the volume of credit and the level of rates of 
interest. This must, of course, be accompanied by appropriate steps 
relating to expenditure of government. In view of the strong quasi
monopolistic position of the big banks in the country there arises also 
the opposite danger of an unnecessarily high level of rates of interest 
and of non-availability of adequate bank credit to certain sections. 
The monetary authority must, in this case, have a positive policy 
regarding expansion of banking facilities and must be able to. restrain 
undue increases in levels of rates of -interest charged by commercial 
banks. As pointed out above, existing instruments of policy available 
to the Reserve Bank are unable by themselves to achieve either of 
these objectives of policy. It is, therefore, urgently necessary that in 
the first instance, the. pattern of monetary policy and action in all 
major contingencies is clearly and explicitly formulated and that 
this is articulated through coordinated action by the Reserve Bank 
of India, the Finance Department of the Government of India and 
the State Bank of India. Secondly, the Reserve Bank must build up 
understanding with the banks through regular informal contacts and 
discussions so that any action by the Reserve Bank regarding ratios, 
rates, etc. is correctly interpreted and obtains appropriate response 
from the banking system. 



FINANCING DEVELOPMENT IN 
THE PUBLIC SECTOR AND PUBLIC ENERPRISES· 

THE government sector is often called the "public" sector in discus
sions of the subject. The term "public", in this context, is not used in 
the sense in which it is used when one contrasts the "private" life of 
a person with his "public" life or in the sense in which it is used in 
the phrase a "public limited company". In the common controversy 
about, say, the merits of the "private" and "public" sectors, the term 
"public" is used as if it was synonymous with "government" or the 
"state". It may be more convenient to talk of the "government" sector, 
but that in common usage it is continuously referred to as the "public" 
sector must be borne in mind. 

The word "sector" in the phrases government or public sector has 
also acqu:ired a specialized meaning. The government sector does not 
comprenend all the activities of government. It is taken to refer only 
to economic activities of government and an important part of even 
economic activities is excluded. For example, the taxing and tax 
collecting activities of government are not ordinarily included. The 
term government sector derives significance from certain ideas or pr('~ 
judices widely held in the West for sometime regarding the proper 
sphere of activities of government. The narrow sphere of activities 
which lais8ez faire theorists defined as legitimate for the state are not 
included in the term "government sector". It is difficult to give precise 
meaning to a phrase so widely and loosely used. However, it would 
appear that government sector includes all economic activity of 
government relating to production, trade and transport and the finance 
of these. It also sometimes includes "social welfare" activities. 

We are concerned not with the part played by government in eco
nomic development, which is a very large subject, but only with the 
role of the government sector in this context. During the twentieth 
century the extent of taxation and of government sector activity have 
steadily increased in all countries of the world. This has happened in 
countries outside the communist fold. The communist or the democ
ratic socialist countries, which include a large part of the world, have 
economic systems which operate essentially under regulation of autho
rities of the state. 

• Lecture, Fifth S .. anza, Central Banking Course, Karachi, 1964. 
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Some idea of the present taxation and government sector activity 
may be obtained from the following figures. In 1960 the share of 
government expenditures in the United States' gross national expendi
tures was 27 per cent. For the same year it was calculated that inclu
sive of all kinds of taxes, social security contributions, etc. govern
ment in the Federal Republic of Germany took 42 per cent of the gross 
national product.' Calculations regarding the importance of the public 
sector are much more difficult to get at. A recent attempt to measure 
the share of the investment in the public sector of total investment for 
the years 1950-57 yielded the following percentage figures for some 
important countries: United States 15, Belgium 23, Japan 35, France 
36, Sweden 39, United Kingdom 48. The public sector in the above 
calculations comprised industrial, trading. transport and financial 
enterprises, public utilities and social services." 

This increase in the size of taxation and of public sector activity 
has been attributed to a number of factors. The dominant factor is 
obviously the industrial and technological revolution of the last two 
centuries. This has entirely changed, the conditions of transport of 
goods and men and the technique and organization of productive acti
vity. The resulting large increase in the scale of and centralization 
in a number of key activities has led to great expansion in the activity 
of the state. Modern productive organization requires for its smooth 
operation a large number of services, many of which can be best 
rendered by an organization holding pr"ivileges which only a state 
can grant. The central banking and monetary systems are now univer
sally set up by the state. Services like those rendered by the post, 
telegraph and telephone systems, railways, air and road transport, 
by electricity, gas and water supply agencies have to be granted 
franchises and privileges by authorities of the state both for estab
lishment and for operation. The position of the purveyors of these 
services is usually so strong that public regulation of their activities 
is deemed necessary if they are run privately. In a number of the 
poorer countries the supply of these services is not expected to be 
adequate or economic unlp.ss the state takes the initiative in furnish
ing them. With rapid development of economies there arise problems 
of proper long-term conservation and of optimum utilisation of ex
haustible natural resources, which also call for state regulation or 
direct state operation. With progress of economy of large-scale opera
tions and other developments the number of entrepreneurs left in 
certain crucial fields become very small and dangers of monopolistic 

, Brandt K., in New Argument in Economic., Ed. Schoeck and Wiggins, 19G3" 
p.25. 

• Duggal V.D., Optimum Extent and Op ... atifm of Public Sector, Lahore, 1961. 
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or quasi-monopolistic control of these areas arise which necessitate 
intervention by the state. Finally, with increasing emphasis on social 
security and greater equality the social security and welfare activities 
of the state have steadily enlarged. 

This is the general position throughout the world. The events of the 
twa, world wars, and of the Great depression of the thirties have 
powerfully influenced the Course of events indicated above and have 
led to special developments in particular countries. The fear of un
employment and of spread of communism have accentuated the trends 
during the post-war period. An important new factor in the post-war 
period has been the urge towards deliberate reconstruction and deve
lopment of national economies. This has been evident in all states, 
developed or underdeveloped, belligerent or non-belligerent. In most 
cases deliberate action has involved some sort of planning and con
siderable initiative and action by organs of the state. In the poorer 
underdeveloped countries the plea for planned development has 
received specilll attention; and this has inevitably thrust governments 
in the foreground. Because of the fact of underdevelopment, govern
ments in these countries have had to undertake provision of the funda
mental soeio-economic overheads on which development of all modern 
econpl!ljcactivity depends; they have had to undertake costly schemes 
for the development of natural resources such as for irrigation and 
power development: they have had to undertake establishment of 
crucial and basic enterprises either because nobody else was ready 
to launch them or because central control of their operations was 
deemed essential. 

At the beginning of the fifties there was no general consensus of 
opinion regarding national planning or programming for develop
ment of underdeveloped countries. However, today an economist with 
a high official position in the government of the United States is pre
pared to state as follows : 'We believe national programming of the 
development process is required as a. basis both for the domestic 
mobilisation of resources and effective foreign aid." (W. W. Rostow). 
The sentence also incidentally indicates the scope and purpose of 
national planning and programming. It makes clear that for proper 
planning a view has to be taken of the development process itself. 
This means looking into the future and chalking out the route which 
the economy is likely to take in the process of development or which 
it may be induced or directed to take. The core of the planning act is 
described by the phrase mobilisation of resources. This has at least 
two facets; the first, that of taking stock of and gathering together 
all available resources, domestic and foreign' the second that of the 
utilization directly of these resources, or thei; allocation for use. The 
route taken by the cumulative development process is implicated in 
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the year by year utilisation and allocation plans. And the pace of the 
process is largely determined by the volume of resources that can be 
initially mobilised and the increases in them that can be made avai
lable in successive years. Acceptance of national planning and prog
ramming in the above sense involves acceptance of central decision
making regarding the raising of resources and also a minimal plan
ning of their utilization and allocation. The specially wide taxing 
powers of central governments in most states, the superior ability of 
central governments to borrow from the public and receipt by or 
through central governments of foreign aid from international orga· 
nizations or foreign governments make the first inevitable. The ability 
to pool together resources to a very large extent makes it highly 
desirable, in a long-term development process, to attempt some central 
regulation of utilisation and allocation. These are the main tasks to 
be performed in formulating plans of development, whatever the 
agency entrusted with this responsibility. 

Wbile the finalisation of a development plan is almost everywhere 
a central responsibility the implementation of a plan and of its various 
parts cannot be highly centralised. The various agencies of plan imple· 
mentation may be indicated by a twofold classification: Firstly by 
nature of authority, whether public i.e. governmental or private and 
secondly by area or coverage of operation such as country, state, local 
area, etc. In all organisationally developed structures - public, 
private or cooperative - in a large country, especially of the federal 
type, the area gradations will be fully in evidence. To the extent that 
the implementation of a scheme or programme is entrusted to an organ 
of government the attempted implementation is direct. This is in the 
sense that the task is allotted to an agency over which the planning 
authority itself has ultimate control. From this point of view all 
planned activity in the public sector is in the nature of direct utilis. 
ation of allotted funds. Of course, in a federal type of government 
the degree of control exercised by a Central Planning Authority or 
government is not the same over state or local authorities as over 
organs of the Central Government. The difference is, however, one 
of degree and not of kind. Where plans of development require for 
their implementation action by private individuals or organizations 
these have to be led, induced or encouraged to act appropriately. Plan
ners may thus have a preference for direct action by governmental 
authorities. However, in an underdeveloped economy, economic actio 
vity is to a very large extent carried on by very numerous, dispersed, 
small-scale units and a plan of economic development necessarily 
involves influencing these and acting upon and through these. It was 
a characteristic of colonial regim;!S that even the most well-disposed 
amongst them undertook only such economic activities as could be 
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properly centrally planned and executed. Large strategic railroad 
systems or big irrigation works were executed by these; the country
wide, local developments, they perforce neglected. It is part of the 
essence of the post-independence plans of development of the ex-colo
nial countries that they not only undertake on a large scale andl in a 
varied form the provision of the network of economic services and 
basic enterprises but have also to attempt to look after full develop
ment of dispersed, small scale private activity. 

Activity in the government sector at all levels of area authorities 
arises out of the effort at implementation of plans. The national 
government and the governments of states and of local areas have all 
an appropriate share in the provision of socio-economic overheads and 
the conservation and development of natural resources. Certain large
scale key enterprises usually fall within the purview of the national 
government. However, where governments have to function as 
pioneers or pace makers in economic activity some direct conduct of 
enterprises by state or even lower area authorities becomes necessary. 
Important responsibilities devolve on state or provincial governments 
in the matter of rendering financial assistance, technical services, etc. 
to the cOQPerative sector and to the smaller enterprises. In this situ
ation the mobilisation of resources used directly in the governmental 
sector· runs up against problems involved in federal financial arrange
ments. 

The mobilisation of resources for plans or development refers, in 
the main, to resources which are routed through agencies which 
governments control or of which they have direct cognizance. All 
plans of development of underdeveloped countries include in their 
overall financial calculations resources which the planners guess and 
hope may be available but relating to the size and movement of which 
they have little direct information. Thus, all plans assume a certain 
amount of savings and investment by, say, farm households in their 
own business; in addition, the plans provide for financial assistance 
through government or cooperative agencies for farmer participation 
in plans of agricultural development. Some parts of agricultural 
development plans may be the responsibility of government sector 
agencies; others would require action by farmers in relation to their 
own businesses for which, in part, a public agency may provide funds. 
While the term mobilisation would usually cover only the funds 
of which government has direct cognizance and which it can to some 
extent control, the other part of the savings-investment process is 
also of importance. This is so specially because it is often found that 
government sponsorship of programmes and provision of funds in 
some contexts can lead to an increase in the savings-investment effort 
of the small household enterprises. 
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It is, perhaps, a sign of underdevelopment that a large part of the 
savings in the economy are formed in households and are also to a 
substantial extent directly used in household businesses. In a develop
ed economy, on the other hand, savings which are public i.e. govern
mental and corporate i.e. of incorporated business, predominate and 
the savings of private households are held chiefly as financial assets 
and are routed through financial ~ntermediaries to ultimate investors. 
The transition from the former to the latter situation is part .of 
the process of development planning and of mobilisation of resources 
for the same. The effort at creation .of .a widespread net-work of 
commercial and cooperative banking and at creation of specialised 
financial agencies with such names ai! Industrial Finance, Industrial 
Development, Land Development, Small Business Finance, Industrial 
and Agricultural Refinance, etc. is aimed at transformation of the 
financial institutional situation and should make problems of mobilis
ation of resources progre~sively easier. 

However, in the initial stages the new financial institutions serve 
more as means of directing resources for utilisation to appropriate 
quarters than as agencies for increasing or mopping up savings. For 
mobilising the savings of households, main reliance has then to be 
placed on taxation. The percentage of national income colIected 
through taxation today by governments of underdeveloped countries is 
much smaller than that in the developed countries. Poverty and under
development are both responsible for this. Development Planning 
requires that resources lit the disposal of governments for investment 
and developmental expenditure be increased. The main means of 
achieving this is increased taxation. As development increases the 
national product and diversities the economy, tax proceeds should 
rapidly increase, However, many difficulties are encountered in the 
transitional stage. These arise out of the number of objectives that 
tax policy has to aim at. It has to be the aim of tax policy to absorb 
increments in income in taxation. However, in doing this it must, on 
the one hand, not discourage production and saving'!! effort and, on 
the other hand, affect adversely the low average standard of living of 
the people. It is sometimes claimed that fiscal policy should even aim 
at reducing the prevalent gross economic inequalities. Difficulties arise 
when an attempt is made to achieve all the aims simultaneously. A 
high proportion of tax revenue raised through a progressive personal 
income tax is generally considered to be an index of an equitable 
tax system. The share of such taxation in underdeveloped countries is 
at present small and has not been significantly increasing during the 
last decade. Attempts t(). increase this· share usually come up against 
the arguments that very high rates of personal taxation act as dis
incentives to savings and against the general prevalence of widespread 
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evasion. Taxation of company profits is directly related to the concept 
of the increase of corporate savings. If it is thought desirable to 
increase the contribution to savings made by the earnings of public 

, limited companies ploughed back in own business by them a logical 
limit to the level of taxation of company profits emerges. 

Today indirect taxation plays a much more important part in tax 
raising than direct taxation in most underdeveloped countries. It is 
generally agreed that this predominance of indirect taxation makes, 
on the whole, for a regressive system of taxation. To avoid this general 
tendency it becomes necessary to choose particular measures of 

'indirect taxation and to try and discriminate in the extent and objects 
of the incidence of such taxation. This is not al). easy task in countries 
where the standards of consumption are relatively uniform and low. 
n is possible to a significant extent only where increased consumption 
of certain semi-luxury products can 'be identified as associated with 
increments in levels of income and taxation results in both restraints 
on consumption of these goods and restraints on the canalisation of 
extra resources in their increased production. Such selective taxation 
does not usually yield high revenues and resort has to be taken to 
general measures like that of sales taxation. The major difficulties 
encountered by tax policy are thus the incompatibility of an equitable 
system of direct taxes with the objective' of high level of savings of 
the rich or of corporations and the difficulty of restraining consump
tion only through tax measures without running the risk of inequitous 
and undesirable consequences. 

Certain public sector enterprises are in a position to obtain resources 
as a result of their own activities and need not depend, at all or 
entirely, on allocations from outside. Enterprises which have a surplus 
of receipts over expenditure may be in a position to effect net savings 
which they can utilise in business. Also some enterprises could borrow 
from the public on their own. The extent of the autonomy of the 
public enterprise and the type of its business activity are important 
in this context. Most public sector enterprises derive their capital' 
resources from government, in the ultimate analysis. However, the 
arrangements under which this is done vary from case to case. Some 
may be administered almost as departments of government; in this 
case barring certain conventions regarding the keeping of accounts 
or the presenting of budgets there is little difference between 
these financial arrangements and those of other departments of· 
government. Others may be independent statutory corporations or 
may be registered as companies - public or private. These may have 
initial resources placed at their disposal by government and may be 
allowed or expected to provide for themselves later or may be given' 
limited or discretionary periodic assistance by government.· The· 
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details of these arrangements are important chiefly in the context of 
exercise of parliamentary control or of concept regarding modes of 
guaranteeing efficiency of management. There is one subject which 
is, however, of wider economic significance and this .relates to tbe 
pricing policy of public sector enterprises. 

There are a large number of problems relating to price policy of 
public enterprises with which we are not directly concerned such as, 
for example, the relative merits of average and marginal cost pricing 
or the extent to' which discrimination in pricing should be practised. 
However, the issue of the overall level of prices charged as related to 
total profit-making' capacity is directly connected with finance of public 
sector undertakings. A number of views can be and are taken relating 
to this issue. Subsidisation of particular customers or services even at 
the risk of increasing loss is advocated in certain cases; the no profit 
no loss formula is very popular though its precise definition raises 
many problems. It is often contended that public enterprises ought 
to aim at obtaining profit!! considered normal in the economy. And 
especially where discriminate quasi-monopolistic pricing is possible 
there are many who urge that full advantage be taken of the situatic..n 
to obtain extra revenues. It is obvious that the variations are related 
both to the type of enterprise under consideration as well as the socio
economic point of view of the protogonists. On the whole, there is 
considerable recent consensus that prices charged by public enter· 
prises in underdeveloped countries tend to be low and that, where the 
results are not likely to be undesirable, a higher level should be main
tained which provides for part of the resources needed for expansion. 

Individual public enterprises may be in the position of meeting' 
their own financial requirements through borrowing from the public 
by way of loans, debentures, etc. As a general rule, in the underdeve
loped countries, few enterprises will be found which command suffi
cient credit by themselves and most of the borrowing of public enter
prises, including financial enterprises, is backed by a government 
guarantee. Ordinarily the terms and conditions of the borrowing, its 
timing and its extent are also determined in consultation with the 
central bank and monetary authority. In the circumstances, what are 
the special advantages of some individual public enterprises borrow
ing directly from the public instead of all being' financed through 
general loan raising by the central government? One possible advant
age is that such loans can be offered at somewhat more attractivll 
rates, etc. than the standard government loan without affecting the 
rate for the latter. It may be argued that this leads to a total larger 
effective supply of funds at a relatively low average rate. In a similar 
fashion it may be held possible for individual public enterprises to 
tap special sources of supply which may not be fully explored by 
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general governmental borrowing. The second argument is not .very 
convincing. For example, the ,Government of India has, during the 
last decade, held in successive years opposite views relating to the 
matter. In some years, they have operated on the belief that the total 
result of the borrowing effort would be larger if the Government of 
the Union and the Governments of the States all entered the market. 
In other years the Government of the Union has considered it better 
to be sole borrower and to meet the needs of the states from its bor
rowings. The relative merits of the two approaches depend also on 
the sources of supply of loan funds. 

Who, in the main, support the government securities markets in 
the underdeveloped countries? Obviously, no generalised reply can 
be given to this question. However, certain features appear common. 
The savings of the average household are small and the attempt to 
convert them into holdings of financial assets has usually to be a 
highly specialised effort directed specifically to the particular situa
tion of particular groups. Various types of schemes of cooperative, 
postal, small savings deposits and! loans as well as insurance, pro
vident fund, etc. facilities have been elaborated in this context. The 
average household is thus not important in the market for govern
ment securities. The capital market in underdeveloped countries is, in 
most ~ses, highly limited in terms of extent of the investing public. 
Even where there is a capital market and a significant number of 
investors, the relative attraction of private enterprise investment is 
too strong and private investors do not invest significantly in govern
ment securities. The government securities market, therefore, tends 
largely to be institutional. There are a number of institutions which 
for a variety of reasons including legal obligation, hold a part of 
their resources in government securities. Provident and other social 
security funds, Insurance companies, Commercial Banks, Private and 
Public Trusts,etc. are in this position. It is found that issues of 
government securities are largely taken up by these. In this context 
the chief merit of borrowing by individual public enterprise appears 
to be in part of the total borrowing being offered, in this way, at more 
attractive terms. There are usually no special classes of lenders that 
individual enterprises can particularly tap. This is brought out parti
cularly in the Indian case because of the nationalisation of life in
surance and of the Imperial Bank of India. Most issues of public 
enterprises, such as land development banks, housing finance corpora
tions, electricity boards, etc. are dependent for success on substantial 
support by the Life Insurance Corporation, the State Bank of India, 
the Reserve Bank of India, etc.; and for obtaining this support, 
government intercession has often to be sought. ' 
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The total domestic resources that underdeveloped countries are able 
to raise, through taxation and borrowing, fall inevitably far short 
of their requirements particularly in the initial stages of develop. 
ment. Therefore, these countries have, during the last fifteen years, 
come increasingly to look to foreign aid to fill the gap: This applies 
with special force to non·communist countries which are not in a posi· 
tion to use the measures employed in communist countries for the 
mobilisation of physical, human and financial resources. Because the 
importance of helping underdeveloped countries to develop has been 
recognised by developed countries, the sources and agencies making 
foreign aid available and the total volume of such aid have greatly 
expanded. The aid has been available through international organiza· 
tions, through governments and through private investors. The ex· 
tent of investment by private investors has, so far, been limited in 
extent and scope and does not play an important part in the finance 
of governmental enterprises. Most of foreign aid has been available 
in the form of loans. Grants have been confined largely to relief mea· 
sures and to military aid. AB the volume of foreign aid has grown, 
the proportion of loans has increased. Most loans, whether made by 
international or particular governmental organisation, are made on 
the basis of individual projects. The financial plan and the future 
working prospects of the project are examined, as in any long-term 
loan, by a bank before the loan is made. The International Bank which 
is the most important agency making such loans finances itself by 
raising funds in the international money market. The terms and COil· 

ditions of the loans are, therefore, fairly heavy. 
Government enterprises carrying out programmes of development 

which have a sound economic base are today in a relatively favour. 
able position to obtain loan funds from abroad. Certain difficulties 
emerge when one looks at the entire government sector programme. 
The individual project approach necessarily leads to the lender look. 
ing not to a development plan as a whole, but only to those particular 
parts which may on examination be found to ,be good banking proposi· 
tions. Moreover, the view that the bankers' experts may take of future 
prospects may, many times, differ from those of the internal planning 
authority. And, especially where the lender is connected with a parti· 
cular government, the financial examination may be affected even by 
ideological considerations. In this manner, it is always uncertain' 
whether any particular project will receive adequate foreign aid or 
not and the aid prospects for the plan as a whole over a series of 
years are even more uncertain. In many underdeveloped countries 
planning techniques have not been sufficiently developed and most 
underdeveloped countries find it yet necessary to undertake invest
ments in relation to the "infrastructure" on which little or no direct 
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return can be obtained. In recent years the need for assistance for 
such purposes has been recognised by the setting up of the SUNFED 
and the IDA. While the SUNFED makes grants for pre-investment 
projects, IDA gives only loans. These loans are also made only for 
projects which can stand scrutiny as banking propositions. They are, 
however, available on suh..~tantially easier terms. Another source of 
aid for projects which might not be good banking propositions is the 
surplus stock of commodities which some developed countries are 
ready to make available, under certain restrictions on very easy terms. 

An important aspect of foreign loans is the arrangement for their 
servicing and ultimate repayment. Many underdeveloped countries in, 
for example, Asia and Africa which had very small foreign debts ten 
years ago, are becoming heavily indebted today. Already some of 
them are finding that the servicing of foreign loans obtained by them 
on high rates of interest is taking up a substantial portion of their 
current foreign exchange earnings. As the foreign loans fall due for 
repayment the total burden on the economies will become progres
sively heavy. This imposes a limitation on foreign aid as a continu
ing source of development funds. 

Foreign..aid is, at present, found necessary not only for augmenting 
total resources but also for meeting the pressing need created by the 
development process for foreign exchange resources. Import of eapital 
and of intermediate goods is a necessary concomitant of development 
planning in early stages and the normal trade transactions of under
developed countries are unable to earn the large foreign funds needed 
for this purpose. Ultimately normal investment and trade should suffice 
to meet total requirements. Currently, aimostinsuperable difficulties 
are encountered in an adequate expansion of the foreign trade of 
underdeveloped countries. 

It is obvious that all underdeveloped countries planning economic 
development have continuously to face the problem of inadequacy of 
resources. The minimum rate at which it is thought desirable that the 
national product should grow, usually requires resources much larger 
than those available. Therefore, the plans are almost invariably over
ambitious and encounter in their implementation two sets of diffi
culties, physical and financial. The physical difficulties arise out of the 
extent of operations planned within the government sector. As long 
as the extent of these operations are limited government may hope to 
obtain most physical supplies that it requires by ordinary open market 
operations. However, when government's total requirements of, say, 
cement and rail transport or of technicians and imported machinery 
grow very large in relation to total supply some physical regulation 
and allocation become inevitable. Foreign exchange is almost every
where scarce and planned investment wilh a significant import element 
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leads to rationing imports both of capital and of consumer goods. 
Controlled distribution of rationed imports raises many difficulties but 
can hardly be avoided. Similar situations arise in relation to internal 
supplies of key commodities and services. This is not necessarily 
evidence of bad planning. A country which is poor in most resources 
must while attempting to develop rapidly plan such full utilisation of 
them that the fulfilment of the plan inevitably requires some extra
market devices for aUocations of important and scarce materials and 
services, restraining consumption of consumer goods, etc. The finan. 
cial counterpart of thi!! situation is that the economy is always on the 
edge of inflation and balance of payments problems. 

A long term development plan requires a number of decisions reo 
garding future investment projects and government activities which 
involve a period of gestation and some element of uncertainty. Firm 
financial commitments have, however,to be made in advance. The 
requirement of finding finances for increasing government activity 
and planned investment is compelling and non-postponable. An integ. 
rated plan of development must need- be carried through as a whole 
if it is to yield full results. At the same time, the financial resources 
available i.e. proceeds of taxation, internal loans and foreign aid are 
liable to vary and the economy is subject to severe sudden strains as 
through an international recession or internal famines and floods. A 
full allowance for such risks and conservative estimation would in
evitably make the size of the plan too low. Hence, the temptation or 
rather the requirement to put the size of the plan at the risky level. 

What enables government to finance expenditures in anticipation 
of receipt of expected resources or to incur the expenditures even in 
face of an overall shortage of available resources ? It is the power 
which governments have always used in times of stress, the power to 
create money. Whether through debasement of coins, the printing of 
notes or borrowing from the Central Bank against own securities, 
governments have been in a position to spend beyond the real re
sources commanded by them. In the context of the development plans 
of underdeveloped countries the process has, in recent years, been 
described as "deficit financing". Deficit financing is sometimes defined 
as the net increase in the government's indebtedness to the Central 
Bank, representing the excess of total public disbursements over 
public receipts from taxation, loans and other heads; it is also alter· 
natively defined as the net borrowing of the government from the 
entire banking system. It is not necessary to discuss the relative merits 
of definitions as we are concerned chiefly with the possible conse
quences of deficit financing and the resulting limits on the process. 

It is widely agreed that under circumstances of a developing eco
nomy deficit financing may be permiSSible and safe upto a given extent. 
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In certain circumstances such as that of regular increments in national 
product or increased monetisation of the economy anticipating crea
tion of purchasing power may have no adverse effects. In specially 
favourable situations such as with a succession of good harvests the 
economy may not suffer or may even benefit from significant deficit 
financing. It is also argued that a measure of inflationary pressure 
may help in removing some constraints in the way of development 
such as labour mobility and disguised unemployment. Deficit financ
ing may thus find itself compensated. In such circumstances it is diffi
cult to calculate in advance a 'safe' measure of deficit financing. 

Deficit financing is dangerous if it leads to a significant degree of 
inflation or a large rise in prices. However, even post facto it is not 
easy on the basis of aggregative monetary and other data to estab
lish clear causal relationship between deficit financing and movements 
of prices. In underdeveloped economies, the immobilities and dis
continuities within markets and the importance of institutional and 
structural elements make it difficult to analyse factors responsible for 
causing variations in the course of a series of prices or in creating 
a cumulative effect. This does not minimise the real dangers if, in fact, 
deficit fin;lncing leads to heavy inflationary pressures. It, however, 
emphasizes the impropriety of making mechanical calculations in 
terms:of an isolated structure of monetary and fiscal policy. Physical 
development plans and the physical measures taken to ensure their 
orderly implementation and fruition are inextricably connected with 
financial policy. Unexpected failure in financial provision has to be 
compensated for by a stricter regulatory policy as in times of war. 
Without such coordinated planning and its intelligent execution the 
real aim of all development planning viz. the maximum continuous 
effort possible with the highly limited available resources cannot be 
contemplated or attained .. 



INTERMEDIATE TECHNOLOGY: 
WHY AND HOW?· 

.'./ 

IT is good that the Planning Commission is holding a seminar of tech
nicians connected with intermediate technology.· The seminar will 
presumably consider problems of planning systematic research and 
coordination in this field. It appears to me that before this can be done 
successfully, it is necessary to be clear as to what is meant by inter
mediate technology and what is the place it occupies in the total deve
lopment plan, especially in relation to the plan of industrialisation. 
The theme "intermediate" denotes a stage somewhere between the 

, "advanced" and the "backward". In India the ''backward'' may be 
identified with the technology of traditional Indian industry - urban 
and rural and the "advanced" with the technology of the industrially 
developed countries of the West. The "intermediate" presumably lies 
somewhere between the two. A more concrete concept of the inter
mediate may be obtained if we attempt to understand why adoption 
of intermediate technology is considered important in India and how 
such a technology is expected to evolve or develop. ; 

The need to think in terms of intermediate technology appears to. 
arise primarily from the redundancy of human labour in the country! 
and the inability of the economy to use its labour resourees in any
thing like a full or adequate measure. Important related factors are 
a very high proportion of those living in rural areas, and engaged in 
agriculture and other primary occupations, a high rate of increase of 
population, the generally unfavourable land-man ratio and the desir
ability, for better organisation of agricultural production, of reducing 
numbers currently employed in agriculture. All these circumstances 
call for the creation, on a very large scale, of new non-farm employ
ment opportunities. This can be done on a long-term stable basis only 
through the establishment of an industrial base of minimum size and 
strength. Further, in view of the present distribution of the population 
and the paucity of capital resources, the industrial complex to be 
built up has to consist of very large numbers of dispersed establish
ments capable of creating numerous employment opportunities in 
relation to capital investment. A subsidiary but not unimportant con-

• Working papers, S'eminar on Fourth Plan, Gandhian Institute of Studies, 
1965. pp. 87-96. 
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sideration is the rate of the large numbers engaged, even today, in 
traditional f!mall-scale industries - rural and urban. The total situ
ation makes it urgent that the route of development be so planned that 
significant numbers of these are not rendered unemployed before 
alternative avenues of employment are opened for them and that as 
far as possible the investment in skills and capital equipment in the 
traditional industry are utilised in plans of development of industry 
in the future. 

Recent experience gives further support to the analysis of require-. 
ments set out above. In the first instance, it has been increasingly 
emphasised that in uncler-developed economies the transmission of 
economic forces is very slow and partial. As a result the creation of 
a small number of centres of advanced industry in a country fails to 
have any-significant impact On the bulk of the rural masses and areas 
in the rest of the country and does not initiate a process of transform
ation which embraces within any reasonable time-span the whole of 
the economy. In addition, it appears that implanting a relatively small 
element of highly advanced modern business, including industry, with
in an economy often leads to the development of a phenomenon 
described as II dual economy. This implies the semi-permanent exist
ence of tw~parallel sectors within the same economy, one characteris
ed by :dchness of respurces, advanced techniques and economic pro
gress, the other by poverty,. backwardness and stagnation. Exchange 
relations between these two spheres would then take on the exploita
tive character which marked the exchange between industrialized 
metropolitan countries and their predominantly agricultural depend. 
encies in the colonial era. It may thus happen that the two diverge and: 
become antagonised instead of merging and progressing together. 

Everything thus points ,to the desirability, nay urgency of initiating 
widespread industrial development in all regions of the country which 
will prevent accentuation pf dualistic features within the economy and 
make for concerted and uniform economic progress. This I take to be 
the justification and purpose of any programme of "rural industrial
isation". It is necessary to set this out because the scientists and the 
technicians must be made fully aware of what is expected out of the 
adoption of "intermediate tcchnolt>gy"~ Their efforts must be directed 
towards the selection and development of those procedures and techni-
ques whiCh can serve the given aims. . ' . 

Does. the definition of aims and purposes make possible any general. 
isations as'to' characteristics of intermediate technology? The 
broadest· generalisatiori one can make is about scale. The s~allest 
scale compatible with efficient production is an obvious desideratum 
and a significant step in this direction is expected of aU intermediate 
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technology. Negatively, intermediate technology would also be expected 
to keep down investment in fixed capital as low as possible; this would 
be balanced by there being no special emphasis on economy in inputs 
of labour, especially of those types which are not scarce in under
developed economies. These conditions arise out of relative paucity 
of capital, the tendency for fixed capital cost per unit of product to 
rise with diminution of scale and the redundancy of labour and its 
low cost. It is in this context that the problem of use of power may 
also become important. 

Because of undeveloped communications and relatively high trans
port costs most situations in which intermediate technology is adopt
ed are characterised by cut-up and limited markets. Production units 
within these would be protected to some extent from outside. competi
tion by the transport costs and by any preferences for local products 
that they are able to establish. The permissible margin in costs per 
unit of product between advanced and intermediate technology would 
thus be indicated chiefly by the saving on transport, marketing, etc. 
costs, any diminution in quality such as finishing, packing tolerated 
by customer in favour of the local product and by lower labour costs. 

Economic development may be defined as the effort to increase the 
national product, absolute and per capita, by continuously adding to 
national resources and by making more efficient uSe of them. An 
advanced technology is by definition one which makes a more efficient 
use of resources than a backward one. Therefore, economic develop
ment, is in a sense, identified with adoption of more and more advan
ced technology. However, as indicated above, it may neither be 
possible nor desirable to adopt the most advanced technology avail
able in many areas of the economy and effort has to be made to dis
cover the technology appropriate to a particular field in the context 
of both the general and the specific economic situation. Where this 
process of adaptation has to be very widespread and appears likely 
to persist for a long period of time it is possible to talk in terms of 
evolution or development of intermediate technology or research and 
experimentation in that behalf. 

From the point of view of a non-technician the following approach
es to the development of intermediate technology appear possible. 
One approach may be to start with existing techniques in traditional 
industry and to utilise knowledge of advanced techniques to transform 
them suitably. Transformation implies retaining some elements in 
existing equipment, skills and procedures. If there existed possibilities 
of a continuous 'process of transformation so that starting from the 
traditional technique one could, through continuous change, reach the 
most advanced technology the problem would be relatively easy. It 
would reduce itself to that of choosing, for any industry, for a time 
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and place, a particular position. on the continuum as the most suitable. 
In fact, however, such a situation exists in almost no field and each 
important advance in technology renders previous plant and equip. 
ment, for the most part, obsolescent. There may, however, exist limited 
possibilities of improving traditional technologies so as to keep their 
operations, at least" in part viable. This process of improvement of 
traditional technology is extremely important particularly for that 
part of the transition in which a holding operation for preventing 
added technological unemployment appears necessary. It is doubtful, 
however, whether such modification of traditional techniques would 
be accepted as resulting in intermediate technology. 

Another approach would be to start from the end of the most ad
vanced technology and to adapt and adjust so as to meet the require
ments of the intermediate. The chief requirements of this, as defined 
above, are (i) small scale and (ii) change in the proportions of capital 
and labour inputs. A priori the process appears to have two prominent 
components. First is the analysis of the different units and processes 
in the total plant, equipment and operations. The analysis would 
initially aim at determining the extent to which the task of adaptation 
and adj ustment of technique could be uncrertaken relatively indepen
dently for -separate parts or units. Next on the basis of a given struc
ture -of- wage rates and availability of various types of labour the 
relative advantages of full or partial adoption of advanced technology 
for the various separate parts could be calculated. It is this analysis 
that would uncover possibilities of maximising inputs of low cost 
labour and of saving on capital. The second component of the process 
would be the adjustment of the technique and equipment, to the extent 
it is to be adopted, to a smaller or the smallest scale compatible with 
efficient and economic production. In some cases, the process would 
also involve adjustment to special local circumstances such as type of 
fuel or power available. 

A third possible approach may be to conduct experimentation and 
research in a direct effort to establish intermediate technology. How
ever, for this to be fruitfully undertaken it would be necessary to 
define, for the scientist and the technician, the limiting economic cir
cumstances. These are chiefly the scale of operations aimed at and the 
relative costs of capital and labour and the scale of their inputs
possible or desirable. Such direct effort at establishing intermediate 
technology would undoubtedly be -conducted against the background 
of knowledge of advanced technology in the field. However, it would 
cover a much wider range of possibilities than the effort through the 
adjustment and adaptation approach. 

It should be clear that the establishment of what is called inter
mediate technology is not a once-for-all process. It is related, on the 
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one hand, to current advance in technology and, on the other, to chang
ing economic circumstances particularly the widening of markets and 
change in the relative costs and availabilities of labour and capital. 
Therefore, the evolution and adoption of any type or scale of inter
mediate technology has to be considered as essentially 'a transitional 
stage, though in the existing situation in India this transitional stagl! 
promises to be fairly long drawn out. The continuous changes in the 
situation to be visualised in the future, are mainly (i) the adoption 
in some areas of fully advanced technology and (ii) the readjustments 
in intermediate technology itself rendered necessary by the total 
change in the situation, technological and economic. 

It follows that any consideration of intermediate technology cannot 
be conducted in vacua or by itself; it must be constantly and mean
ingfully related to the total situation. It must be related to both 
traditional and advanced technology and to the general economic situa
tion, the plans of development, as well as to special economic condi
tions within the particular field of application. If one takes the view 
that today the most important and urgent technological problem con
fronting India is that of the adaptation of Indian economic circumst
ances of advanced technology it is obvious that the bulk of talent and 
finance in the technological field must be directed towards this effort. 
The setting up or getting together of a small number of inadequately 
staffed and financed units for this purpose is altogether insufficient. 
The main attention of the personnel on the applied side of National 
Laboratories, technical institutes and the large university departments 
must be concentrated on this work. The advancement of advanced 
technology in every field is being adequately pursued in the developed 
countries; the special adaptations and adjustments required .in India 
are not and are not likely to be given attention in any other country. 
They must, therefore, obtain the highest priority in our plans. Inter
mediate technology should become a national concern and not as at 
present, a neglected field assigned to ·a small number of specialists, 
·set apart. I , . 

Intermediate technology is not only closely connected with all tech
nological work in the country but also, and perhaps even more closely, 
with all planning effort. No plan of industrialization can be mean
ingful which does not pay the fullest attention to it. In fact, as pointed 
out above, the changing circumstances against whose background 
intermediate technology has to be evolved are shaped by the plans. 
Per contr"" realistic planning regarding the route and pace of indus
trialisation must be powerfully influenced by the possibilities and 
achievements in the direction of intermediate technology. There will 
be a group of activities e.g. certain basic industries, capital goods 
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industries, public utilities, etc. in relation to which the adoption of 
intermediate technology may not be considered. For the rest the effort 
must be organised in relation to particular aspects and phases of the 
plan and the best way of doing this is to organize it not as a distinct 
separate activity but as part of a plan covering an entire field or 
aspect. The concept of the Common Production already holds the field. 
This has not only to be elaborated but also to be made operational. 
Intermediate technology will obviously find an appropriate place in 
dynamic common production plans. I would suggest the evolution of 
a parallel concept of a "common utilisation plan". By this I mean 
taking stock of the total supply of industrial primary and other mate. 
rials within the country and planning their allocation to various pro· 
cesses of transformation and industrial use. The planning will include 
both the processing of primary products and their later utilisation. 
In relation to intermediate technology the planning of the total utilisa
tion of primary products of agriculture, animal husbandry, forest, etc. 
whose supplies are available dispersed in rural areas is specially im
portant. In seme of these cases, common utilisation plans would be 
partial counterparts of common production plans but not in others. 
The introduction of the concept of common utilisation plans is spe
cially important in case of commodities not touched by common pro
ducti'1R plans as for example, bamboo and agave fibre, bagasse and 
molasses, hides and bones. 

The evolution of intermediate technology and a proper definition of 
its position and function would also be facilitated by planning in 
relation to a whole group of activities such as building and construc
tion trades. The extent to which the utilisation of local materials and 
local labour can be maximised while maintaining efficient and econo
mic production through selective adaptation of technological advance 
must be established in detail in typical local situations. However, cer
tain broad common approaches could also be evolved if intensive 
attention is given by teams of technicians to this widespread and 
universally important field of economic activity. 

As described above the process of evolving and adopting inter
mediate technology is a dynamic process which should be the centre 
of interest of the plan of industrialization of the country. It should 
claim the attention, in an important way, of the ablest scientists and 
technicians in the country and planning in relation to it should be 
undertaken through integrated planning of whole aspects and fields 
of industrial development. The effort today is both highly inadequate 
and narrow. The division of jurisdiction in a number of separate 
Boards each having different ideas and approaches has been dis· 
astrous. Programmes of action embodied in rigid schemes miss the 



242 wRITINGS ON ECONOMIC AND POLITICAL PROBLEMS 

essential dynamics of the situation. The input of scientific and tec~ 
nical talent has been meagre and sectionalised. While, therefore, the 
move to call together technicians engaged in related effort is welcome, 
this will bear fruit only if it is the first step in a much more compre. 
hensive and large-scale plan of action. 



GOKHALE AS AN ECONOMIST· 

AN appreciation of the work and ideas of Gokhale can be undertaken 
only against the background of the new thinking relating to Indian 
economic problems formulated by leading thinkers in India during' 
the last quarter of the 19th century. The rapid growth and crystallisa.
tion of thought in relation to the Indian economy during this period 
must be considered as a very remarkable phenomenon. The leaders 
of this movement of thought were Dadabhoy Nowrojee, M.G. Ranade 
and R.C. Dutt. There were, however, a large number of other colla
borators in the field and the vigour of thinking and the extent of writ
ing was truly remarkable. Gokhale himself was closely connected 
with all the three leaders of thought and with other important spe
cialists and collaborators like Dinsha Watcha and G.V. Joshi. The 
very brief span of Gokhale's life was so fully occupied with a large 
number of public responsibilities that he never had the time and lei
sure to sit back and formulate a theoretical system or even a consist
ent framEf for all his economic ideas. Gokhale has, therefore, to be 
consi~ed not so much as an original economic thinker on his own 
account, but as one who exhibited most clearly and effectively the prac
tical application of the ideas of his predecessors to economic prob
lems facing the government and the country as they emerged. 

In an assessment of Gokhale's work in this field; another feature 
must be noticed. It is that the vast bulk of his writings available to 
us is in the form of reports of speeches delivered by him and such 
items as the written and oral evidence before the Welby Commission 
or the Royal Commission on Decentralisation. The very form and 
occasion of these required focussing attention on a consideration of 
immediate practical problems and exposition of proposals for reform 
or criticisms of policy in relaton to them. There was little scope herp. 
for getting down to fundamentals, for an analysis in depth or for 
broad generalisations. It may also be that Gokhale was by nature and 
inclination more of an acute analyst of current problems and not in~ 
terested in theoretical formulations. 

Rea80ns of Indian Poverty 

The pattern of activity into which circumstances seemed to have 
led or forced Gokhale made it natural for him to begin by an accept

• Lecture delivered on the occasion of the birth centenary of G. K. Gokhale 
in May, 1966 and published in Gokkal., The Man and His Mission Servants of 
India Society, Pqona, 1966, pp. 41-68. ' 
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ance of the structure of ideas very recently evolved by his immediate 
predecessors. Gokhale regarded Ranade as his Guru and Ranade was 
the main theoretician of the emergent school. On this account also 
Gokhale might not have thought it necessary to devote much attention 
to further theoretical explorations as to the practical applications of 
the formulations made by his Guru. As indicated above, the work of 
this formulation is to be mainly attributed to three great men, in 
chronological order - Dadabhai Nowroji, M. G. 1].anade and R. C. 
Dutt. Dadabhai identified the basic problem of Indian economy as that 
of poverty and in his analysis the main responsibility for the continued 
poverty of India was held to be that of the peculiar organisation and 
operation of British rule in India. The main elements that Dadabhai 
identified as being responsible for the then existing conditions were 
heavy expenditure on such unproductive items as military operations 
and the maintenance of a large Indian army especially for the purpose 
of strengthening and extending the British empire; the non-partici
pation and non-employment of Indians in government and in the 
services and. the employment instead of highly paid British personnel 
and the home charges associated with the entire administrative and 
financial system : all these taken together led to a drain of resources 
from India to England which maintained the country in an impoverish
ed condition. 

This initial analysis of reasons of Indian poverty and its connection 
with the system of British rule in India was extended much further 
and given a theoretical basis by Ranade. Not only on the political 
plane but also on the economic, he emphasized the evils of the establish
ment of an unregulated connection between the strong and the weak. 
With economies in different stages of growth, and an unequal state 
of development, contact under laissez faire conditions leads to 
imposing special disabilitip.s on the weak, such that the weak can 
never get stronger. This thesis Ranade establishes not only with a 
wealth of .reference to the writings of western economists, but also by 
drawing attention to actual developments within the Indian economy. 
The ruin of Indian indigenous indusry, the process of what he called 
the ruralisation of India, flowed directly out of unregulated operation 
of economic forces after the establishment of India's close connection 
with the most advanced industrial economy of the period, that of 
England. As long as the effects of this were not neutralised there was 
no way of stopping the continued deterioration of Indian economic 
conditions. Ranade was not a revivalist or an anachronistic thinker. 
He accepted as inevitable the transition from an older type of economy 
to a modern industrialised society. He was aware that certain changes 
in the internal balance among social classes and economic interests 
were inevitable concomitants of this process. However, he emphasized 



GOKHALE AS AN ECONOMIST 245 

that without proper regulation or guidance of external relations or of 
internal evolution, the process led not only to unnecessary distress but 
even to retardation of the desired progress.' He was, therefore, in 
favour of the adoption of a policy of active management by govern
ment with clearly defined objectives." Apart from making these broad 
general formulations for not only explaining what was currently 
happening in the Indian economy, but also for providing the base on 
which the approach to proper State policy in India could be framed, 
Ranade provided a number of illustrations of concrete applications 
of these generalisations in the context of the rise of modern industry, 
internal movements of population, external migration, etc. 

Dutts' Historical Studies 

Dutt, whose most important studies were historical gave a 
detailed account as to how the forces identified by the earlier 
thinkers had in fact operated through the previous century. In his 
major work on the economic history of the British period, Dutt drew. 
attention to the continuing expansion of British political rule and 
the burden imposed by it on Indian revenues and to the continuous 
ruination oJ established Indian industry. However, Dutt was also 
specially concerned with some other aspects of the problem of Indian 
poverty;:-During the last four decades of the 19th century, India was 
subject to such a large number of widespread famines and epidemics 
that every student .of public affairs was forced to attempt to under
stand and explain the frequent incidence of these widespread cala
mities. As a result of this attempt a number of special problems were 
identified. Perhaps the most important among these was the level of 
the land revenue demanded, its system of administration and the 
relation of both to the economy of the cultivator. The high incidence 
of land revenue and rigidity in its collection were held responsible 
for the chronically weak financial position of the cultivator and, 
especially in the tracts where the crops were insecure, for ,-landing 
him into high indebtedness with a number of disastrous consequences 
which were evident more and more in many parts of India. The 
disastrous consequences of many of the revenue settlements of the early 
period of British rule in India and the impropriety and unsuitability 
of the systems evolved later formed an extremely important theme of 

1 "The Advanced Theory concedes freedom where the parties jlre equally 
matcbed in intelligence and resources; when this is not the case, all talk of 
equality and freedom adds insult to inquiry." 

2 "The State is now more and more recognised as the N ationa] organ for 
taking care of National needs in all matters in which individual and cooperative 
efforts are not likely to be so effective and economic as National Effort". Ranade : 
Lecture on Indian Political Economy. 
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Dutt's classic economic history. Dutt himself starting from a relative
ly mild position in this regard went on to advocate universal permanent 
settlement of land revenue as the only remedy. Others were content 
with less radical proposals. However, all were agreed that the pitch 
of the assessment as wel1 as the mode of its collection required drastic 
change and that the existing systems were responsible to a very large 
extent for aggravating and perpetuating the effects of the incidence 
of recurrent scarcity conditions on the bulk of the small cultivator 
class. 

Another concrete problem highlighted by Dutt was that of the 
relative merits of capital expenditure on railways and irrigation. 
Expenditure on railways led only to the opening up of the country 
without a regulatory and development policy on the part of govern
ment merely exposed larger and larger areas of the country to exploit
ation by the stronger economy and interests representing it. Irrigation, 
on the other hand, led to increase of production directly through more 
intensified agriculture and through its stabilising effect by affording 
protection against variations of seasons; it thus basical1y strengthened 
the economy. Whereas, the latter had a direct developmental effect 
making for greater and more secure production, the former merely 
opened and integrated a backward economy and the effect of this was 
not necessarily good. These were various strands of a powerful uni
fied system of thought developed by constant contacts among the lead
ing thinkers and by continuous application in r~lation to practical 
problems by them and their followers. The system was almost 
universally accepted by Indian thinkers and publicists in the last 
decade of the 19th century. This was the decade during which Gokhale 
first emerged as an important public worker. 

Gokhale's Contribution 

On Gokhale, with his ~pecial position in the Legislative Councils 
fell the responsibility of applying to practical day-to-day problems 
the system of thought built up by his predecessors. The major contri
bution of Gokhale was to establish the validity and cogency of this 
system by demonstrating its utility and efficacy in providing appro
priate answers to varied economic problems a.rising out of develop
ing circumstances. In doing this he elaborated a.nd refined many parts 
of it, made adjustments in it and, when necessary, even set aside, at 
least temporarily, some of the minor formulations or emphasis. I 
shall be concerned to-day with a review of this aspect of the contri
bution of Gokhale. 

Gokhale's contribution was made over a relatively short period. 
His first major piece was the evidence given by him before the Welby 
Commission in 1897. His last important public work was in relation 
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to the Islington Commission which had not completed its labours when 
he died~ We do not have any detailed authentic record regarding 
Gokhale's work in relation to the Islington Commission. Sir Abdul 
Rahim in his minute of dissent to the Report of the Commission states 
that he had consulted Gokhale on the subjects under reference and 
that the main proposals contained in Sir Abdul Rahim's minute had 
Gokhale's entire approval. However, in the absence of detailed 
supporting testimony it is not possible to state what views Gokhale 
would have expressed, if he had been with the Commission till its 
end; 

Among his published writings the last speeches relate t(l the sessions 
of the Imperial Legislative Council held in 1912. The record before 
us, on which to base an estimate of the nature of Gokhale'S thought, 
thus relates to the short period between 1897 and 1~12. As indicated 
earlier, almost every thing 'that has been preserved in relation to the 
expression of views by Gokhale is in the nature of evidence before 
Commissions or speeches in Legislative Councils. It is natural, there. 
fore, that th~ view one gets is that of Gokhale as a political economist 
The descriptiori given above of the views of his predecessors and their 
origin makes it clear how this school of Indian economists was neces· 
sarily one of political economists. They were concerned primarily with 
the g.uses of Indian poverty, but in analysing these causes they took 
a comprehensive view and gave equal attention to political, admini
strative and social factors along with the economic. Gokhale followed 
this tradition and on account of the very nature of his activities, had 
hot the leisure to indulge even in such partially theoretic work as 
Ranade undertook. 

In most of his speeches the general approach of Gokhale is clear. 
It is interesting to recapitulate the analysis made by Gokhale. of the 
origins of the then existing Indian financial situation in the evidence 
he gave before the Welby Commission. His summary of the whole 
position refers firstly to the elimination of the buffer of Company's 
Government which to some extent previously, protected Indian 
interests. Gokhale held that there was afterwards no effective consti
tutional safeguard against mis-application of the revenues for. extra
Indian requirements; that the government of India as then constituted. 
could not be much interested in economy, and neither in England nor 
in India was there a salutary check of public opinion on financial 
administration. The remedies, he suggests, following' this analysis, 
relate largely to' constitutional and political arrangements and the 
bulk of the evidence is devoted to a detailed analysis of expenditure 
to prove how there is no check on its growth or against its mis
application for extra-Indian requirements and how iii.' relation to 
expenditure, which would be specially helpful to Indian interests, such 
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as rthat on education, there is very inadequate discharge by govern
°ment of its duties towards the people. It is interesting to see how this 
point of view persists throughout. For example, in moving, in 1911, 
his resolution regarding the institution of a pUblic enquiry by a mixed 
body of officials and non-officials into the causes which led to the 
great increase in public expenditure in recent years, Gokhale surveys 
recent fiscal history and prescribes the following main remedies. 
(i) spirit of economy in place of spirit of expenditure, (ii) substan· 
tial reduction of military expenditure, (iii) larger employment of 
Indians in Public Services, and (iv) provision for independent audit. 
Gokhale's alUl.lysis throughout the period is thus informed by a specific 
point of view relating to the situation in India. 

Undoubtedly, during the course of time the situation changed and 
special circumstances arose which made it necessary for him to give 
particular attention to different subjects. Thus, in the early years of 
his career in the Imperial Legislative Council, the emphasis of his 
criticism was different from that in the evidence before the Welby 
Commission, because of greatly changed circumstances. Already, the 
financial position of the Government of India had eased and a substan
tial surplus had begun to emerge. Gokhale attributed these surpluses 
mainly to the appreciation of the rupee as a result of the recent policy 
regarding the management of the currency. The appreciation had 
resulted in a considerable lessening of the burden of home charges 
and yet the burden of taxation which was imposed in the previous 
decade not only because of the adverse exchange rate but also because 
of the extra expenditure in relation to famine, plague, etc. remained 
unchanged. The result was a series of surpluses whose existence and 
utilisation Gokhale emphasized, did a double wrong to the country. 
Firstly, the burden of taxation continued at a level which was very 
difficult for a poor country to bear. Secondly, the surpluses were used 
in ways which were not appropriate and which did not directly bene
fit Indians or the Indian economy. He also added that the very 
existence of surpluses continued to encourage further increase of 
wasteful and unproductive expenditure. 

Taxation and Expenditure 
It is in this context that Gokhale carried forward in detail a con· 

cept which had been formulated by the earlier economists. This was 
the close connection between the collection of revenue and its utilis
ation. This intimate connection between taxation and expenditure had 
been earlier emphasised in statements such as that the British were 
non-resident conquerors and that, therefore, the tribute taken away by 
them did not benefit the country even as much as the wasteful expendi
ture of the Moghuls. The continuous opposition of the earlier writers 
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to increase of 'revenue was related either to its wasteful use or to 
its use in directions which did not serve Indian interests. This point 
of view Gokhale elaborated in his speeches in the Council year after 
year. He vehemently denounced surpluses and, in the first instance, 
he asked for the abolition of the most unfair impositions such as 
those of the salt duty. He described the Indian tax system as highly 
regressive and pleaded for relief in directions which would benefit 
the poorest classes such as by reduction of the salt duty and by lower
ing the pitch of the land revenue assessment or by limiting increment 
of land revenue at periodic revisions. Equally, he was against the 
use of surpluses for abolition, or for reduction of debt or for use in 
capital expenditure such as those of the construction of railways or 
for building the new capital of Delhi. 

These fiscal views of Gokhale have a surprisingly modern ring. 
He took a comprehensive view of the whole operations of government 
and subjected them in toto to the criterion of benefit to the public; 
especially to the poorest classes. Thus in discussing individual mea
sures of taxation we see him on the one hand, asking for a complete" 
abolition of the salt duty as early as possible and abatement of the 
burden of land revenue but, on the other, opposing reduction of the 
income-trurexemption limit below Rs. 1000 and contrasting the rela
tive effects of the import duty on sugar and on petroleum. He is not 
keen 011 lowering the import duty on sugar because, he states, the 
poorer in the country do not consume sugar. On the other hand, 
petroleum, a term used instead of the term kerosene now in general 
vogue, is employed, he points out, in the remotest hamlets and by 
the poorest. He took a similarly discriminating view of what may be 
termed the political imposts. While speaking, in 1911,' on a resolution 
recommending the abolition of the cotton excise duties, he surveyed 
the fortunes of the Indian cotton industry in the recent past and felt 
not quite sure that there was such a strong case for the abolition of 
these duties from the standpoint of the condition of the industry. 
However, he went on to point out that except in abnormal times, the 
burden of the duties fell on the consumer and that as the consumers 
of the roughest counts are the poorest of the poor, the cotton excise 
duties were a most objectionable impost and should be done away 
with. As usual he followed this insistence on abolition with a con
crete practical proposal of limiting the duties to the higher counts only. 
We thus have a constant and detailed criticism of individual items in 
the light of the general criterion adopted by him and his predecessors. 

In one respeet the changed circumstances made it possible for 
Gokhale to go on to elaborate a set of positive proposals. Because of 
the opportunity of ,discussing the budget in the Imperial Legislative 
Council, it was now possible for Gokhale not to remain content with 
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a negative view and to advocate merely reduction of taxation and 
curtailment of expenditure but to talk positively of directions in which 
it would be possible and beneficial to undertake new expenditure. For 
all the ten years that he was a member of the Imperial Legislative 
Council, the continuous emphasis of Gokhale is on measures for the 
uplift of the people. In his famous budget speech of 1906 there is an 
elaboration of what one may call the programme of beneficial expendi
ture, or in modern terms, welfare expenditure. The first item was 
a reduction of the state demand on land; next, a resolute attempt to 
rescue the Indian agriculturist from the load of debt; thirdly, the 
provision of facilities for encouraging thrift and the provision of 
credit to the agriculturist; fourthly, promotion of irrigation and 
scientific agriculture; fifthly, promotion of industrial and technical 
education; sixthly, primary education: in which the ,first step ""as 
to make primary education free throughout the country, the next step 
was to make it compulsory, initially, for boys .in presidency towns. 
The area of compulsion was to be gradually extended till at last in 
the course of twenty years, a system of compulsory and free primary 
education is spread throughout the country and that for both boys 
and girls. LaJltiy, the pressing need of works of sanitary improvement 
such as good water supply and drainage. It has to be remembered 
that this is perhaps the first programme of development expenditure 
that a responsible Indian politician put before government as a prac
tical proposal; in the light of later developments it is remarkable how 
comprehensive it is and how it foreshadowed substantially the steps 
that later Indian ministers and independent thinkers were 'to advocate. 

Capital Expenditure 

In relation to the capital expenditure, it is remarkable how Gokhale 
at the time insisted on not using revenue surpluses for wiping out 
debt. He maintained that the unproductive debt of India was negligi
ble and its further reduction unnecessary. He further maintained that 
all large capital expenditure could and should be financed by borrow
ing and that all the surpluses should be used for expenditure for the 
welfare of the people or for developmental expenditure. As regards 
capital expenditure we find him preferring protective irrigation to 
the railways in, the manner of his predecessors. In the matter of 
channelisation of development expenditure, Gokhale elaborated his 
ideas as circumstances changed. During the earlier years, we find him 
advocating the use of surplus for welfare schemes by giving grants 
out of the surplus, for the purpose, to provincial governments. To the 
objection by the Finance member, that such surpluses were in the 
nature of windfalls and entirely uncertain and that to make allotment 
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subject to arbitrary factors would involve wastage on works or of 
the work being delayed after being undertaken, as a result of one 
surplus not being followed by: another surplus, Gokhale retorted that 
the difficulties could be met by funding the amounts with provincial 
governments. He suggested that different provincial. governments 
would receive allotment which they might temporarily hold as part 
of provincial balances. They will have before them a programme of 
projects and they wi1l offer assistance to such of them as appear the 
most urgent. It should be laid down that no assistance should be offer
ed unless the whole of the money required to meet the liability is 
there in the balance. When, a second surplus is realised and fresh 
allotments are received other projects can be taken up for assistance 
in the same way. This was in 1908. At this time it is clear that Gokhale 
was thinking merely in terms of surpluses which accrued or which 
emerged not through deliberate action but through historical reasons. 
In 1912 his ideas had advanced much further. He was now thinking 
of fully adequate resources being made over to local bodies and in 
doing this he was willing to take much bolder steps. His change~ 
point of view is brought out in his reply to the debate on his resolu, 
tion for the appointment of a committee to enquire, into the resources 
at the disposal of local bodies. He said : "Then the Hon. Member says 
that.recently grants have been given for sanitation. Yes, but they are 
non-recurrent grants. You may give non·recurring g'rants from time 
to time whenever you are in a mood to do. What I want is large re
curring grants' regularly provided out of the budget for local ·bodies. 
The provision should be independent of what the state of the finances 
may be - prosperous or otherwise. I shall not object to additional 
taxation if necessary in order that this provision might be made. 
Education, sanitation and communications are services that require 
to be looked after quiet as well as those that the Imperial Government 
has taken charge of."s 

. Federal Finance 

Another important subject on which Gokhale developed his ideas 
and was jn advance of the position of his predecessors was that of 
federal finance. Gokhale was always greatly concerned with the posi
tion of local bodies and with their financial resources. He was so con
cerned because he feIt that it was these bodies which in the ultimate 
analysis bore the burden of carrying' out. most of the activities that 
were directly beneficial to the people at large. He was continuously 
referring to what he ~alled! unfair distribution of revenues between 
the imperial and the local services. In one of his speeches he compared 

. a Speeches and Writing. 0' Gopal Krishna Gokhale, Vol. 1. Economic, Ed. 
Patwardhan and Ambckar, 1962, p. 383. 
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this distribution in England and France with that in India, and sum
marised the position as follows : "In India it will be found that even 
including government expenditure on police, education, and medical 
relief in local expenditure - I include the police among 'beneficial' 
service with considerable hesitation - we still find that, the Central 
Government took last year about 40 millions out of a total of 50 mil
lions for its own purpose i.e., four-fifths. Of the remaining' 10 millions, 
too, more than half, nearly two-thirds, was administered by the State 
itself, only a little less than one-half being administered locally.'" 

In his evidence before the Royal Commission on Decentralisation, 
Gokhale submitted an elaborate scheme of provincial devolution of 
finance. It not only contained ideas which had been sponsored earlier 
by Indian economists such as that there be a clear separation of re
venue heads' between 'provincial and the imperial governments in
stead of the current quinquenium settlement of provincial grants but 
also went so far as to suggest that the major increasing sources of 
revenues should be given over to the provinces and that the deficit 
in imperial finance thus created be met by contribution from the pro
vince. In a similar manner he suggested that the available resources 
for local bodies be made over wholly to taluka boards, as he considered 
that village panchayats and taluka boards were the really important 
organs of local government. Gokhale thus tried to secure that pro
vinces and taluka boards be vested with own funds and be not depend
ent on ad hoc or periodic grants from the imperial government. This 
interesting scheme was connected with a series of checks and bal
ances which throw considerable light on the political philosophy of 
Gokhale also. It is obvious that the plan of financial devolution pre
sented by Gokhale to the Commission was an elaborate and bold 
scheme of federal finance in which the balance 'was deliberately tilted 
in favour of the lower level authority 'in a manner that was excep
tional and unprecedented. 

Agricultural Credit 

Membership of the legislative council made it possible for Gokhale 
to elaborate his ideas in other directions also and the most remarkable 
feature of this elaboration is the attention to detail and the highly 
practical down to earth attitude exhibited by Gokhale in all matters 
of economic policy. It is, for example, remarkable how in a number 
of ways he anticipated a great many future developments in his 
speech in 1904 on the bill to provide for constitution and control of 
co-operative credit societies. He insisted here as' elsewhere that the 
liquidation of existing debt was a necessary precondition for the suc
cess of co-operative credit societies. He expressed the apprehension 

• Ibid., p, 378. 
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that unless safeguards were introduced, moneylenders may come to 
control the societies. He went on to point out that the unlimited 
liability may deter people from joining such associations. Further, 
he emphasized that the weakest part of the scheme related to the 
provision of funds. He pointed out that societies were allowed to 
receive deposits from their members and borrow from outsiders and 
that no other financial resources were provided for them. "In India, 
as regards deposits, looking to the condition of economic exhaustion 
and material resourcelessness which at present prevails in the rural 
parts, such deposits from" those who might join these societies can
not be expected to flow- in either fast or in any large volume."G He 
therefore suggested that the societies should not be left to shift for 
themselves as isolated units, but might be allowed to be federated 
into unions linked to a central bank. Further, the district central 
banks might be linked on to the Presidency Banks, one for each presi
dency or province. "Some such scheme of filiation might materially 
help these societies -and to a large extent remove the difficulty of 
financing them."· Lastly, he pointed out that the absence of some 
summary procedure to recover the debt due to the societies was also 
likely to interfere with the success of these societies. That Gokhale 
should have anticipated these difficulties and developments at this 
early stage is a tribute to his power of analysis and his mature and 
realistic thinking. 

In the same way he took an jntegrated view of problems of agricul
tural credit and of tenure. His opposition to the Bombay Land Tenure 
bill was, as he insisted based on two grounds. In the first instance, 
he did not agree that prevention of alienation could be of any use 
unless other steps had been taken. On the other hand, he found special
ly objectionable the discretion given to the collector under the bill. 
This integrated view that he took of the total agricultural debt pro
blems is brought out in the following sentence from the note written 
by him and Mr. Chhatre. 

"The" real remedy for the chronic difficulty of the ryot must be 
sought in the promotion of "non-agricultural industries to relieve the 
pressure of surplus population on the soil, a better organisation of 
rural credit, and abatement of the State demand where it is excessive 
and a statutory guarantee in the absence of a permanent settlement of 
hi!< demand, that the assessment will not be raised at the time of 
revision unless there has been a rise in prices and that the increase 
will not be more than a certain proportion of the rise in the latter."T 

• Ibid., p. 274 . 
• Ibid., p. 274. 
T Ibid., p. 424. 
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Even more remarkable is the proposal made by Gokhale for a pilot 
experiment in relation to the relief and rehabilitation of agricul
turists. This he put forward in his budget speech in 1906. He said, 
"The best plan will be to take in hand an experiment on a sufficiently 
large scale over a selected area in each province. Thus take the Deccan 
Districts in the Bombay Presidency. It is the opinion of competent 
authorities that quite one-third of our ,agriculturists, if not more, have 
already lost their lands, and they are remaining on them merely as the 
serfs of their moneylenders. Now I would take the cases of such men 
first, and I would appoint a special tribunlll to go round and look into 
each case, going behind the bond where necessary, and I would have 
a composition effected, either by amicable arrangement, or by exercise 
of legal powers, with which the tribunal may be armed. I would place, 
say, a million sterling at the disposal of the tribunal, out of which 
advances should be made to clear the debt, to be recovered by adding 
about 4.5 per cent on them to the land-revenue demand of the State-
3.5 per cent for interest and about 1 per cent for repayment of capital, 
the repayment being spread, over fifty years or BO. Having helped to 
free the man in this manner, the Government may then fairly claim 
to impose restrictions on his powers of alienation.". 

This shows equally close analysis and clear grasp of the real situ
ation and ability to frame in detail a practical proposal to tackle with 
it. 

Currency Management 

Perhaps the best illustration of the deliberate, realistic, integrated 
and independent thinking of Gokhale is the position he took on the 
problem of the management of the economy and in relation to free 
trade. In apparent contradiction to the position of Ranade, Gokhale 
preferred automatic adjustment mechanism in a number of actual 
contexts. His approach may be exemplified by what he has to say in 
relation to the management of currency : 

"Situated as India is, you will always require, to meet the demands 
of trade, the coinage of a certain number of gold or silver pieces, as 
the case may be, during the export season, that is for six months in 
the year. When the export season is brisk, money has to be sent into 
the interior to purchase commodities. That is a factor common to both 
situations, whether you have an artificial automatic gold currency as 
now or a silver currency. But the difference is this. During the remain
ing six months of the slack season there is undoubtedly experienced a 
redundancy of currency, and under a self-adjusting automatic system 
there are three outlets for this redundancy to work itself off. The coins 

8 Ibid., p. 103 
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that are suPerfluous may either come back to the banks and to the 
coffers of government, or they may be exported, or they may be melt
ed by people for purposes of consumption for other wants. But where 
you have no self-adjusting and automatic currency, where the coin is 
an artificial token of currency such as our rupee is at the present 
moment, two'out of 'three of these outlets are stopped. You cannot 
export the rupee without heavy loss, you cannot melt the rupee with· 
out heavy loss, and consequently the extra coins must return to the 
banks and the coffers of government, or they must be absorbed by 
the people. In the latter case, the situation is like that of a soil which 
is water-logged, which has no efficient drainage, and the moisture 
from which cannot be removed. In this country the facilities for 
banking are very inadequate, and therefore our money does not swift
ly flow back to the banks or Government treasuries. Consequently the 
extra money that is sent into the interior often gathers here and there 
like pools of water, turning the whole soil into a marsh.'" 

Protection and Free Trade 

Gokhale's views on problems of protection and free trade were 
largely 'determined by reference to the political situation and the con
dition of the masses: In supporting a resolution in favour of the aboli
tiOli of cotton excise he referred to the interests not of the industry 
but or Hie general consumer. It was while supporting this resolution 
that he 'made a remarkable statement regarding free trade "reason~ 
ably applied" as being the best policy for India. He argued the case as 
follows: 

"Now, Sir, most countries have adopted protection as their economic 
policy. It is, however, necessary to remember that there are two kinds 
of protection,. the right kind and wrong kind. The right kind of pro
tection is that under which the growing industries of a country receive 
the necessary stimulus and encouragement and support that they 
require, but under which care is taken that no influential combinations, 
prejudicial to the interests of the general community, come into exis
tence. The wrong" kind of protection, on the other hand, is that under 
which powerful influences' and combinations' and interests receive 
assistance to the prejudice of the general community, the general tax
payers of the country. And I believe that the right kind of protection, 
if available, will do good to India. But, Sir, situated as India is, I fear 
there is no likelihood of that kind of protection being available to us; 
and i~ is my deliberate conviction that, in our present circumstances, 
a pollcy of Free Trade, reasonably applied, is after all the safest 
policy for US.'~1 • 

• Ibid., p. 386. 
,. Ibid., p.3st 
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That he was never dogmatic and had not a closed mind was made 
clear by the position he took in relation to a resolution moved by 
Pandit Malaviya in favour of affording protection to the sugar 
industry. To this resolution he moved an amendment suggesting the 
appointment of a Committee of Inquiry. He argued that there should 
be an inquiry before any protective action is taken, that in view of the 
existing political situation help should be given to the industry with· 
out prej udicing free trade principles, and that in any scheme of pro
tection the first concern should be with safeguarding the interests of 
the cultivator. He was also apprehensive that the high protective duty 
needed to stabilise the position of the mainly English manufacturers 
of sugar in India would impose a heavy burden on the most numerous 
class of Indian consumers of sugar; this he defined as being those with 
an annual income between Rs. 100 and Rs. 1,000. 

A Political Economist 

Finally, I would return to illustrate and emphasize the point made 
initially that Gokhale was essentially a political economist; he took a 
total view - political, administrative and economic - of every pro
blem and arrived as a result at a firm and an integrated position. A 
remarkable instance is the scheme he presented to the Decentralis
ation Commission relating' to federal finance. The proposals regarding 
division of heads of revenue in this were linked with a number of 
other original proposals such as the denial of the right of taxation 
to provincial governments and local authorities. Moreover, his propo
sals were subject to basic conditions relating to the reorganisation of 
the provincial governments providing for a modicum of popular parti
cipation. In his oral examination he stuck with tenacity to the position 
that there should be no material delegation of powers to the local 
governments as long as the present official system continued. To the 
following question put to him by a membe.of the Commission who 
was an I.C.S. officer, "I understand that unless you can get reform 
exactly in the way you want, though you admit the existing system is 
hopelessly iIl-adapted to the present needs of the country, you would 
prefer it to go on", he replied with a firm "Yes". 

The paramount importance attached to political aspects and to 
Indian interests in consideration of every economic problem may be 
further brought out by reference to his views on raliway management. 
His elaborate argumentation in favour of government management 
of railways is supported by many political and administrative con
siderations related to the economics of the problem. He says : 

"I would now like to make a suggestion, and that is that I think it 
would be very desirable if State railways were managed by the State 
instead of their being managed by companies. I know this is a question 
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about which there is difference of opinion, but apart from other things 
- whether the thing would be immediately more costly. Oil' 

less costly, on that I have heard two opinions - there is one distinct 
advantage which I cb.im for this, and that is that in the end State 
management will be more economical. You compare the ordinary public 
works list-the personnel of the Public Works officers with the 
personnel of Railway officers. Throughout you will find a practical 
exclusion of Indians from the higher ranks of the railway service. 
Whereas in the Public Works Department a considerable proportion 
consists of Indians, in the Railway service it is only here and there 
that you find an Indian; for the most part Indians are carefully shut 
out. Now, if all these railways were managed by the Government the 
Government would, in the first place, be more sympathetic with our 
aspirations than Boards sitting in London, and secondly, the Govern· 
ment would be more responsive to any pressure of opinion put U}lon 
it. The Boards being in London, we may say what we like, they go 
on doing what they please, and the agents here must obey their direc
tors there. Therfore, as long as the management is in the hands of 
Companies, the exclusion of Indians from thl!l higher ranks of the 
Railway service must continue, whereas if the management were to 
pass over .to the Government, there would be a more steady employ
ment of Indians in the higher ranks of the service, and this in due 
course-=1s bound to lead to greater economy in the management of 
railways."" 

Lastly, I may refer to Gokhale's stand in relation to Indian inden
tured labour abroad. He refused to countenance the system and fought 
continuously for its abolition. He found the system inherently wrong 
and objectionable; he was appalled by the human misery and fright
ful immorality associated with it and he thought its continuance de
grading to the nation. As compared with these features, he found the 
alleged advantages of remittances received and the surplus population 
removed as utterly negligible. In this as in other matters though his 
approach remained that of his predecessors, he did not hesitate to 
differ from them, if on a close examination of the question he came to 
different conclusions. 

The political circumstances within which Gokhale laboured exist no 
longer. We are faced today with an entirely different set of political 
and economic problems. However, Gokhale's example, his method and 
his approach continue to be relevant in the present. His was an exam. 
pIe of unremitting methodical study, of careful, elaborate, logical ex
position, of lucid fearless yet circumspect statement. He presented 
relevant data with great elaboration and was keen on adducing quanti-

11 Ibid., pp. 182.3. 
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tative information to the fullest extent possible. In view of his position 
vis-a-vis the rulers he found it necessary and desirable to furnish 
comparative data from other countries and he used international com
parisons with great effect. However, transcending his deep and 
methodical study and full presentation in importance were his breadth 
of vision, the maturity of his judgment and the realism of his pro
posals. There is little doubt that the deeply religious, widely sympathe
tic and essentially philosophic nature of his guru Ranade had profound 
influence on Gokhale. At the same time, I feel that the maturity 
of judgement and the realism of his approach to problems was 
a unique feature of Gokhale himself. There is little doubt that all 
these qualities are required in II large measure in the present. The 
successful operation of a constitutional democracy can be based only 
on a deep study of problems, a constant and full exposition of their 
various facets, and moderation in the statement of opposing views; 
and the operations of a development plan in a poor country has to be 
closely linked to a sympathetic view of the condition of the masses 
and a bold, imaginative and yet a highly realistic approch to the pre
paration of plans and their implementation. It is thus extremely 
appropriate that we should attempt, at this stage, ·a fresh study of 
Gokhale and his methods and try to learn from his life and example. 



REQUIREMENTS OF INDUSTRIAL REGULATION· 

IT may be useful to begin consideration of the question by looking 
at the situation during the inter-war years. During' this period the 
Tariff Board acted to modify the existing regime of customs duties by 
recommending protective duties for particular industries. Each time 
the question was examined, a single industry alone was considered 
and that within a limited frame of protective policy. The protection 
given was for a definite period and was usually accompanied by specific 
recommendations relating to scale, technique of operations, mana
gerial efficiency, etc. Within this system there was general guarantee 
that units in the protected industry worked up to minimum levels of 
efficiency and jf they took undue advantage of their protected posi
tion to raise prices, that was also enquired into by the Tariff Board. 

The situation in the post-war period, especially with planned deve
lopment, is entirely different. Protection is now highly generalised as 
a re~u!!. of a series of regulations such as that of industrial licensing 
and capital issue control. These put a limit on new entrants in any 
industry and on expansion because of the desire to avoid extra invest
ment or activity in any direction. Even wider is the effect of that 
changeover from a policy of protective tariff to that of ubiquitous and 
detailed quantitative restriction of imports. The basic justification for 
this policy is the need for a !irastic curtailment of imports. Secondly, 
it is also used as an instrument for discriminating in favour of special
ised potential productive activity in the country. The result is an in
definite degree of protection to all indigenous production in which 
imports were or could be competitive and specially large margins for 
those whose competitive imports are very drastically curtailed or 
altogether prohibited. General restrictions on imports are treated as 
a matter of course and their costs to the consumer or to the economy 
are not calculated. Even where special discrimination is exercised in 
favour of any industry or branch, the judgement is usually made on 
the technical level, relating' to the feasibility of production, and not 
in economic terms of costs, returns and essential competitiveness. 
Moreover, in neither case is a term to the period of protection con
templated; so that, apart from some vagaries of import policy the in
digenous producers need never fear competition from imports. It 

• Mahratta - Annual, 1967, pp. 4-6. 
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follows that there are no conditions laid down as to technique, effi
ciency and scale, except such as may be enforced through industrial 
and import licensing. For obvious reasons these latter cannot be very 
meticulous as relating to each plant and there are no sanctions regard
ing what happens once the plant is set up. It is clear that the change 
is not only very large but that the total situation is not' really under 
control so far as individual producers are concerned. 

Policy of Quota-restrictions 

The justification for a policy of quota-restrictions is that it. enables 
you to discriminate in a more detailed manner than would be possible 
through protective tariff duties and, even more, that it avoids raising 
the price level of imported suppliies in a manner that a regime of high 
protective duties would. The latter consideration is of special impor
tance in the context of a developing economy. Unfortunately, how· 
ever, because no follow-up action is undertaken or even contemplated, 
quota-restricitons in India have failed to establish this advantage; A 
general sellers' market for industrial products, especially those in 
which imports play significant part, has been created and the large or 
small margin available in any product is fully realised and shared by 
producers and traders in the product in varying proportions. The 
internal prices of these goods rule at levels corresponding to those of 
high protective tariffs. Consequently, the State loses the income it 
would have obtained through excise duties, the consumers are mulcted 
and above all, the economy is deprived of those developmental effects 
which would have followed a regime of relatively lower prices. 

ProblemB of Co-ordination 

The existing situation is serious and must early be brought under 
effective control. The above analysis would. have made clear that an 
anti-monopoly approach is irrelevant in this context. A close analogy 
is that with the war economies of the West. Three levels and types of 
operations are necessary for adequate regulation. Firstly, the formu
lation and implementation of the overall plan of industrialization. In 
part, this work lies with the Planning Commission and the Industries 
Ministry. However,. there are some broad problems of co-ordination 
involved which could profitably be entrusted to an independent autho
rity. These relate to the co-ordination of the decisions relating to licen
sing, location, technique and size of the units and licensing 
of imports in each industry. In consumer goods industries, in 
particular; there will also be problems of common production plans 
and effective action regarding rural or decentralised indUStry. For 
want of a single authority taking a comprehensive view, action in 
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these fields is bound, as of today, to be inconsistent, confticting; and in 
some respects even self-defeating. The work of this authority has to 
be supported by a body which is continually studying the dynamics 
of the process largely through cost enquiries and through investiga
tions into projection of change in structure, techniques, etc. The studies 
and data thrown up by this body would be the basis on which future 
plans are framed and current plans adjusted. A third authority is 
needed for overall determination and control of all relevant prices. 
It would be useful to keep this work separate from that of the second. 
This is so as, in the first instance, the price determination and control 
would have often to go much beyond the range of cost studies. It should 
be remembered that the price determination in this context is not 
similar to that of the inter-war Tariff Board but is like that of price 
determination in a war economy. Consequently this authority should 
be modelled on the lines of the O.P.A. in the U.S.A., during the Second 
World War. 

Economic and. Technical Problems 

The work of the first authority, indicated above, has at least two 
important components. The first is concerned with problems of con· 
centration and monopoly. In an economy which is being developed 
according to a plan, these problems arise not because of activities of 
large producers such as price wars or mergers but because of the 
policy of the State in limiting entries and granting protection. There
fore, a negative antimonopoly policy proves inappropriate and a posi
tive policy which seeks to eliminate or limit the adverse effects of 
sheltered markets and to distribute economic production privileges, 
as widely as possible, has to be evolved. The second relates to the re
gulation of technological change. The size of our work-force, the 
extent of traditional indusrty and the paucity of capital make this a 
crucial aspect of our plan of industrialisation. Unless this is carefully 
thought out and implemented, the economy is bound to run into trouble. 
This twofold work overlaps the work of many ministries and is con
cerned with the sphere of the centre as well as of the states. This 
authority, therefore, will have to be equipped fOf thinking ·out 
economic and technical problems in detail and for co-ordinating 
policies at the highest level. The work cannot be left to a unit in any 
single ministry. 

Competent Price Authority 

In view of the experience of the Tariff Commission in cost studies, 
the work of the second authority indicated above ~uld well be en
trusted to the Commission. The Commission may have to be specifically 
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reorganised for the purpose. The idea of co-ordinated price control 
has not yet been fully accepted in India. The work of the short-lived 
Commodities Price Board represents the only effort, so far, in this 
direction. With the setting up of the Agricultural Prices Commission, 
the concept of co-ordinating controlled prices, at least in one sector, 
has become accepted. It is important and urgent to extend this accep
tance to all strategic prices which are partially or fully regulated. 
It is only when this is attempted that the patent evils of the existing 
dispersed and ad hoc action will be eliminated and full and proper 
view will be obtained of the requirements of regulating the economy. 
This will require the creation of a competent Price Authority with 
comprehensive powers. 



ECONOMIC CHALLENGES ON WORLD SCALE" 

I HAVE been asked to talk about the challenges facing the world com
munity in the economic sphere, especially those that are likely to affect 
the peaceful progress of the world. This is a large assignment and 
my address will be brief. I, therefore, select for treatment only two 
major issues. I shall also treat these issues from the point of view 
with which I am familiar, that of a large, poor, under-developed 
country - India. 

The first issue with which I deal is that of poverty. It is well-known 
that a small number, of nations in the world are advanced industrially 
and enjoy a standard of living that entitles them to be called affluent. 
At the other extreme are countr1.es with very large populations where 
a large proportion of the inhabitants are poor and live in want. Among 
these ar~ included countries with very large populations, such as 
China, India, Indonesia and Pakistan. 

Tire- existing situation is culmination of a trend that started some 
centuries ago. This was initiated by the leap forward in knowledge, 
particularly in science and technology, that took place in some western 
European communities. It led to the spread of European peoples over 
the world, in many parts of whleh colonies were established following 
extinction of the original inhabitants and in many others, especially 
the older settled countries, western dominance - political and econo
mic - was established in various degree. This resulted in bringing 
the economies of the countries of other continents into close connec
tion with European countries and in giving a special direction to 
political, economic and social developments in these countries. Western 
colonialism has recently declined, and most peoples in Asia and Africa 
now enjoy independence. However, their present situation is power
fully influenced by the historical period of European dominance. Be
cause of this they have been integrated to a varying' degree in the 
stream of modern history and have accepted, in varying measure, 
ideas and products originating in the West. However, their progress 
has not been uniform on all fronts and, as a result, they exhibit a lack 
of balance in many respects. Attention may be drawn to a particular 
aspect of this situation. Recent rapid progress in public hygiene and 

• Text of a talk given at the 18th International Congress of Women's Inter
naHonal League tor Peace and Freedom, New Delhi, December 28, 1970. 
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medicine has upset, within a short period, the previous balance of 
births and deaths, and most of the under-developed countries find 
themselves with a very rapidly growmg population. At the same time, 
their system of production remains much as before. Most of these 
countries still depend largely on primary production and have been un
able to make any progress in industrialisation chiefly because of conti· 
nued colonial rule. Thus, whereas a balance between birth and death 
was achieved in the western world over a series of decades in which 
progress in medicine and hygiene went side by side with progress in 
industrialisation and urbanisation, the situation in the under-deve
loped countries is very different. These have to cope with the results 
of a very high rate of growth of population while their economies are 
still backward. Backwardness makes it di,fficult to cope with the 
problems of bringing' down the high birth-rate, and the rapid pro
gress in population, In its turn, creates difficulties in the pace of in
dustrialization of the economy. 

The division of the world into poor and rich, the advanced and the 
backward, is no doubt ,an old problem. The evolution of its modern 
version has also taken place over the countries. However, it could be 
said that the concern with the problem i.s something that is new. Dur
ing colonial rule it was taken from granted that economies of depen
dent countries should be fashioned as complementary to the economies 
of those governing them; that economic policies should be dIrected so 
as to redound to the benefit of the governing European peoples was 
almost unchallenged, even in theory. It is chiefly after the end of the 
colonial era at the end of the Second World War that the problem as 
it is being visualised today may be said to have emerged. 

A number of factors have contributed to considerable attention be
ing given to this problem in recent times. In the first instance, this 
has been due to clash and competition of ideologies. Planned progress 
of the USSR under communist rule appeared to indicate that econo· 
mic progress could be accelerated according to a plan in under-deve
loped economies and it began to be claimed that the path chalked by 
Russia was suitable for other under-developed countries, such as those 
of Asia, Africa and Latin America. Poverty and development thus 
became involved in the clash between ideologies. It was obvious that 
in the face of claims made by the USSR, countries of the capitalist 
world had to place a viable alternative before the developing countries. 
Competition was thus begun for the allegiance of, what was called, 
the third world. Each side had to demonstrate that its methods and 
prescriptions could accelerate progress in the under-developed 
countries, the capitalist countries having in the process accepted plan
ning in a mild form as among their own permissible concepts. 
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The present situation is also due, in part, to the great change 
brought about by the rechnical revolution in the last quarter of a cen
tury. The most impressive way of stating the results of this technical 
revolution is that of saying that the world has significantly shrunk 
in size. Whether in terms of physical movement of men and goods or 
in the range of weapons and armaments or in rerms of the transmis
sion of concepts and ideologies an almost revolutionary change seems 
to have taken place during the last quarter of a century. It is now diffi
cult for even large and powerful nations to suggest that they could 
live in isolation. It follows that most countries, especially those who 
aspire to the leadership of the world, have to give attention to prob
lems of areas from which possible dangers can arise to their positions. 
The problem of poverty and lack of development of a large part of the 
world is perhaps the biggest of such problems. It is natural, there
fore, for leaders of the world and for international organisations to 
give increasing attention to world poverty. 

Lastly, the cumulative effect of rapid growth of advanced economies 
has further intensified the problem. The measure of difference between 
the rich and the poor, even in the colonial 19th century, was relatively 
small as compared with differences today. Also, this differentiation 
between t:p.e rich and the poor appears to be progressively increasing. 
It is clear that during the last three decades the progress of the gross 
national product of a number of advanced countries has been pheno
menal and that, as a result, the distance between them and the under
developed countries has greatly increased, especially in absolute 
terms. This may be brought out by the following figures of relevant 
per capita income of, say, Japan and India. The per capita incomes 
of Japan and India in 1953 expressed in US dollars at current prices 
were 183 and 59 respectively. The per capita: incomes of the 
two countries in 1967 expressed in US dollars at current prices were 
921 and 75. Calculations available at constant prices show that bet
ween 1951 and 1964 the per capita income of Japan increased at the 
rate of 8.1 per cent per annum, the corresponding rate for India being 
only 1.8. 

The concern with the problem of poverty which has recently grown 
has led to some action on the international plane. Since the end of the 
Second World War, economic co-operation among countries has reach
ed a much higher level than ever before. The establishment of the 
UN and the establishment of the IMF were among the first steps. The 
Marshal Plan was a notable attempt at rehabilitation of economies by 
international action. After the success of this plan had been assured, 
attention turned to problems of continents other than Europe. Inter
national organisations, whose number continues to grow, designed a 
number of programmes to help what were called the under-developed 
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countries, and a number of advanced nations gave aid on bilateral 
terms also. The scope as well as extent of action has continuously ex
tended. It no longer aims chiefly at relief of distress, as in previous 
times, but has meant support to long-term efforts of individual 
countries to develop their economies. In a small number of cases these 
efforts have proved remarkably successful. For the larger part, how
ever, the results have not been striking. A number of factors have 
been held responsible for the relatively slow response in the develop
ing economies. It has been said that this is due, in part, to the inade
quate quantum of the aid and also to a number of conditions tied to 
the aid which make it very much less effective than it should be. The 
developing countries are now well represented in international organi
sations and have been conferring together to draw up targets and pro
grammes for quanta of aid and types of other assistance which they 
would like the advanced countries to accept. For example, a target of 
1% of the GNP given as aid to developing countries has been set be
fore the richer nations for being attained during the next few years. 
Demand such as of united aid or a number of tariff preferences has 
been made and progress is being made slowly in some directions. 

It yet remains true that the gravity of the problem of poverty of 
the under-developed countries has not been materially lessened dur
ing the last two decades. The growth of population has been an im
portant factor in keeping the rate of increase of per capita income 
low, and the basic difficulty of the poor countries, viz. poverty, which 
means a paucity of resources in all directions, has rendered rapid 
advance difficult. External aid not only has been inadequate or not on 
sufficiently liberal terms but also has often been given for military and 
other ends which deflect the attention of countries as well as valuable 
resources from economic development. For a proper understanding 
of the problem of poverty of the under-developed countries it is neces
sary, in addition, to take a view of their internal difficuloes. 

Modern times are characterised by a continuously increasing pace 
of the development of techniques of production. The changes brought 
about by the industrial revolution have been followed by progress in 
technology which has attained an amazing pace within the last few 
decades. This continuous change in the techniques of production has 
led to the evolution of a structure of socio-economic organisations 
adapted to the new technical situation. Recently, the pace of the change 
has been so considerable that it appears to have taxed the capacity 
to adapt of even the advanced industrial countries. As has been indi
cated earlier, during colonial rule in the under·developed countries 
there had been selective introduction of western innovations and ideas. 
Also, in most countries under colonial rule, the rule had the effect of 
disintegrating the older socia-political structure. The societies were 
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thus rendered both less resistant and less adaptive than they had been 
before. 

Further, the post-industrial-revolution era in the advanced indus
trial countries has been the era through which nation states have been 
formed. The nation-state type now dominates the world, in practice 
as well as in theory, and the more successful of these nation states are 
those that exhibit qualities of homogeneity and cohesiveness, discip
line and aggressiveness. Modernizing the economy and making plan
ned progress in under-developed countries involve not only the build
ing up of the appropriate structure of socio-economic institutions but 
also the transformation of these countries into something like nation 
states. 

The qualities required of a nation state or a modern developing 
country are usually absent in the under-developed areas of the world. 
This is fully exemplified by the case of India. Modern India was not, 
except under colonial rule, a single unit of administration of political 
organisation. It has characteristics of a continent, is divided into many 
linguistic regions and has people of different faiths and ethnic groups 
living at widely separated levels of development of culture. The older 
organisation of Indian society provided for a general loose frame into 
which groups and communities could live at peace with others but with 
no compulsive movement towards integration with them. In such a 
societY an immigrant group could settle and live and prosper in peace 
for centuries together without losing its identity of merging with 
the general community. In su<:h context the term general community 
had little significance. The society was a complex of specific communi
ties or groups living' in well-understood traditional relations with 
each other. Cohesion was strong within each group but there was little 
emphasis on the identity or cohesiveness of society as a whole. Such 
an organisation though well adapted to the needs of earlier times and 
making for survival is obviously not suitable in modern conditions. 

In this context it may be useful to recall Dr. Myrdal's statement 
regarding Asian States being "soft". The criticism of Dr. Myrdal is 
perfectly valid in the sense that it is true that Asian States are unable 
to take firm, resolute, disciplined action in given directions even when 
leaders are convinced that such action is 'appropriate. This pheno
menon has to be connected with characteristics which Asian States 
derive from the composition and structure of their societies. Imposi
tion of discipline and resolute action imply a degree of cohesiveness 
and readiness among different social groups and strata to identify 
themselves with the general social good, and this is lacking in these 
societies. It has been indicated by keen observers that democracy as 
it functions in India is too free. This again is related to the inability 
of anybody to enforce discipline. In a loosely organised society with 
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numerous separate groupings and divided loyalties, attempts to im
pose rigour or discipline may lead, ~t is feared, to disintegration. 

The older societies which were tolerant and hospitable and possibly 
because of the virtue of non-cohesiveness were non-aggressive today 
prove anachronistic. They have to be replaced by cohesive nation 
states which are disciplined and in which enthusiasm for working to
wards common ends can be built up. They must acquire the attributes 
of dynamism and efficiency. These are extremely important in plan
ned economic development. Planning requires common acceptance of 
distant goals and ends, considerable agreement as to methods and 
procedures, the wiII and determination to work strenuously and per
sistently for planned objectives along' pre-settled routes, efficient 
action by the state apparatus, and the ability in a poor country, to 
impose sacrifices and hardships on the people, or of the people to do 
this for themselves so as to achieve a distant end. 

The d;.fficult progress that the under-developed countries have to 
make is thus not only along the economic route but also along' the 
socio-political. They have to undertake a transformation of their 
social organisation, create new bonds of cohesion and loyalty and 
have also to accept new values in the process. It should be remembered 
that the European peoples who are in the vanguard have themselves 
made these adjushnents over centuries under favourable circum
stances. The anciently settled under-developed countries are, on the 
other hand, faced with the problem of moving from one era into an
other within a matter of decades and to do this in circumstances which 
are highly unfavourable. 

It may be doubted whether this compulsive trend towards making 
the potentially aggressive type of nation state universal, is in the real 
long-term interests of the world. While dynamism and efficiency are 
no doubt desirable and beneficial, it is equally necessary for world 
peace that states, in framing their programmes and policies, are not 
unduly influenced by considerations of short-term self-interest. How
ever, in this matter of transformation the under-developed countries 
appear to "have little choice. For progress, for sheer survival, they 
have to change many of their ways and have to follow, at least imme
diately; the trail blazed by the advanced countries. With a compact 
heavily interacting international community, the range of choice open 
to an individual people, particularly in a weak and poor country, is 
very narrow. The large desirable changes regarding fundamental 
values and the operation of national and international organisations 
can corne about only with wide acceptance, especially among the domi
nant nations. 

It is clear that progress towards the eradication of poverty 
of under-developed countries, is unlikely to be rapid. Chang'e is bound 
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to be slow, internally and externally. In the meantime, with further 
technological advance, the inequalities between the poor and rich 
countries are bound to grow and international relations will be sub
ject to greater strains. This will happen particularly so long' as compet
ing groups of states, divided by ideology or interest, perforce fish in, 
the troubled waters of the "third world". 

Many features of the existing situation are due to the recent rapid 
advance of technology. It is also in the further advance of technology 
that hope for the elimination of poverty lies. Attaining a balanced 
population and making it possible for the much larger population to 
derive adequate sustenance from exploitation of available natural 
resources can both flow only out of further advance in science and 
technology. At the same time, a number of directions in which it is 
making progress at present are such as to lead to considerable dangers 
for the world as a whole in the future. But, iIl-directed advance is 
fraught with perils for the world. Therefore, the possibility of pro
perly regulating and directing future progress of technology is ex
tremely important not only to solve the problem of poverty of nations 
but also for world peace. 

At present it cannot be said that technological progress is well
directed or, in fact, directed or regulated, in any manner externally 
and as a -whole. In the absence of such direction a number of acute 
propl!;!!lls have corne to surface. The advance of armaments and nu
clear technology is the most important of these. Here is a direction in 
which fundamental scientific discoveries were followed up intensively 
to serve the purpose of war. It then became evident that rapid advance 
of nuclear technology in the service of war would endanger the very 
existence of mankind. As a result those possessing nuclear technology 
made some attempts to limit its spread. After a number of years a 
non-proliferation treaty was produced which has yet to obtain uni
versal acceptance. The experience gained in the attempt to limit the 
spread of nuclear weapons has revealed clearly the diffi
culties of a piecemeal approach to such subjects as disarma
ment and universal peace. It is also shown how it is diffi
cult to limit spread of scientific and technological knowledge 
except on the basis ot universal consent. It has been pointed 
out, for example, that countries which are in a position to exploit 
atomic energy for peaceful purposes could, without a great deal of 
difficulty, make the transition to nuclear weapons. Therefore, unless 
the well-neigh impossible step of laying an embargo on the spread of 
atomic technology for peaceful purposes is taken, no real guarantee 
against an eventual proliferation of nuclear weapons can be main
tained. Defence and security are of prime importance to all nations 
and with competing groups of nation states it becomes difficult to 
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eliminate the armaments race. The only effective way of securing a 
peaceful future is thus obtaining the consent of all nations to pur· 
suing technological advance in peaceful directions and not further 
perfecting offensive and defensive weapons. 

Another direction in which the dangers of technological advance 
have been strikingly b,rought to surface is in the effects of techno
logical development on human environment. Economists have for long 
distinguished between individual cost and social cost. In a given 
framework of law and administration an individual may find it pos
sible to pursue certain activities which redound to his own benefit but 
which in the long run may be socially harmful. After the industrial 
revolution the blight of smoke from factory chimIiies came to be re
cognised as a social cost which was not ordinarily successfully 
brought home to the individual owner of the factory. With the rapid 
scientific and technological advance in recent years, man's ability to 
affect the environment through his activities has become so consider
able that the problems posed by it can be tackled only at the national 
or the international level. In this case again it is the ability to regu
late technological advance that appears as the crucial issue. The total 
effects flowing out of a particular set of scientific discoveries or tech
nological innovations have to be worked out in advance not only in 
the totality of the physico-social environment but also for the very 
long-term. The ability to prevent use of particular items in the tech
nological advance which do not pass the totality of the environment 
and long-term tests now assumes great importance for the future of 
mankind. 

The possibility of directing technological advance need not be view
ed only from the point of view of preventing harmful effects. The 
direction could be positive for goals specially desired. This could be 
illustrated from requirements of the under-developed countries. As 
of today the under-developed countries find that their special needs 
do not prove of relevance to applied scientific and technological work 
undertaken in the advanced countries. Where, therefore, they are 
likely to suffer from such advance, they are unable to protect them
selves. An example of this is the progress of synthetics and their effect 
on the farming communities producing natural products in the under
developed countries. Through the last hundred years, the under
developed countries suffered passively the harmful effects of the deve
lopment of synthetics on their economies. Today flome of them under
take scientific work themselves in order to protect their position. How
ever, even when this happens the position remains highly unequal. 
In producti«m of synthetic substitutes for natural products like rubber 
or jute, the capacity of large corporations interested in the develop
ment of synthetics to undertake expenditure on research and develop-
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ment is very much larger and more carefully and intensively directed 
than the capacity of the farming communities and governments inte
rested in the natural production of jute and rubber. Moreover distri
bution of research and development expenditure could make natural 
production much more efficient and less costly than before and any 
necessary transition that farmers in a region have to make 
more smooth and less harmful. 

Another example would be of the development of technology that is 
appropriate to the requirements of the under-developed countries. Many 
economists have pointed out that relative prices of capital and labour 
and their relative availabilities are very different as between ad
vanced industrial countries and the under-developed countries. How
ever, the dominant and advancing industrial tec1!nology has been 
evolved in the economic condAtions of the richer, highly industrialised 
nations and many aspects of this technology are inappropriate in the 
present situation of the developing countries. The developing count
ries could with the same resources do much better if in a number of 
directions a technology more adapted to their needs had been evolved. 
The money and talent required for such attempts are, however, not 
available. This is because the capitalist or technologists of the ad
vanced countries are not interested in the problem or, perhaps, even 
aware of it. On the other hand, the Hmited scientific and technological 
resQurces of the developing countries are all used up in borrowing 
technology from the advanced countries and establishing it in their 
own economies. Only a small part of the resources spent in research 
and development in the advanced countries give ample global returns 
if spent in this direction. However, this cannot obviously happen until 
an overall direction to technological advance can be given looking at 
the problem as of global welfare. 

Technological advance is no longer a matter of individual effort or 
accidental results. Today its ends are deliberately set out and pursued 
with elaborate equipment by teams of scientists backed by enormous 
resources. But the direction given is governed by the interests of the 
entity undertaking and financing technological development. In the 
main, research and development are undertaken either by nations or 
by large corporations conducting economic activity on a national or 
international scale. The dominant interests of nation states have been 
defence and security. The dominant interest of the corporations is 
profit gained out of the production and sale of commodities and ser
vices. The view taken by each entity is necessarily limited by its own 
narrow and relatively short-term interests. It is obvious that if the 
present sta~e of affairs continues, the adverse effects of technological 
advance are likely to become more apparent than its beneficial effects 
in the future. Not only for the elimination of poverty of the under-
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developed countries but also for securing' peace and prosperity of the 
world as a whole, it is vital to be able to regulate the direction and 
pace of future technological advance, to limit it in given directions 
and to encourage it in special ways and for special objectives. 

The gravest economic challenge facing the world today is that of 
conditions of want in which large proportions of the population of 
the majority of countries of the world live. Solution of this problem 
requires resolute internal action by these countries, generous external 
assistance given with sympathy and understanding and appropriate 
technological progress. It is clear that progress in all these directions, 
especially the latter two, woud be made only with the prevention of 
war and, with the institution of international law· and broadly based 
political, social and economic co-operation among the peoples of the 
world. All this would happen if and 'when the co-operative idea gains 
ascendancy over the competitive and when the co-operative pattern 
of behaviour is inculcated in peoples through their systems of educa
tion and through the operations of their socio-economic institutions. 



INSTITUTIONAL CHANGES FOR AGRICULTURAL 
MARKETING* 

I THINK it is necessary for all of us to realise that we are living in a 
time of institutional transition and that it is against this background 
of institutional ·transition that most problems have to be faced. 
I am not at all sure that the sort of micro-studies one d~, for which 
alone we have data, really tell you about the long run. After an, the 
decisions have always to be about the long run benefits and costs of 
institutional changes. If you are thinking in terms of going over to 
public sector undertaking"s far cerfain types of trades or if you are 
thinking in terms of encouraging co-operatives, any society has to 
take a decision which is in a sense arbfuarY. A decision has to be 
taken on certain very general estimates of possible costs and benefits. 
A good deal of it is hypothetical because iIn considering institutional 
working, a SOCIal scientist has to be aware of not only the institution
al structure, but of the actual operation of that institutional struc
ture. We can consider operation, for example, connected with the 
marketing of wheat in U.S. and Canada and the operations of food
grains marketing in India. They are both called free market opera
tions but this is not very really profitable. You really have to under
stand the working of your private marketing system as it is. It has 
a great deal of constraints. It has a great deal of rather rigid tradi
tional socw-economi.c structures that are involved in it and for judging 
actual operations all these have fully to be taken into account. I have 
not known such real studies at all. I do not know even the methodo
logy that ean be evolved! where these long run comparisons can be 
made except on a very broad type of historical data. Prof. Kogekar 
came up with a difficulty of a secular price trend being considered 
as a factor which rendered nugatory comparisons over a large span 
of time. This diffiuity, which is real, stresses the difficulties of any 
body making up his mind on the basis of studies and· data regarding 
what will be the good of adopting a policy. Policies have to be adopted 
either because of ideology or on only a reasoned expectation that they 
will prove good. 

)j do not know how many of you have known of the very different 
results that we have had during the last 20 years in India in relation 

• Special address delivered at the Seminar 011 "Emerging Problema of Mal" 
keting of Agricultural Commodities" held at N agpur on 20th Mapch, 1971, Semi. 
n~ Seriea-X, The Indian Society of Agricultural Economics, Bombay, 1972. 
M,meo •• pp. ~15. 
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to what we have called our co-operative policy. It was after the report 
of the Committee of Direction of the Rural Credit Survey of the Re
serve Bank of India that a general policy was evolved by the Gov
ernment of India and operated through the Government of India, 
Stllte Governments and the Reserve Bank, in relation to encourage
ment given to co-operatives, linking credit system with markpting, 
the adoption of the crop loan system, encouragement of proc~ssing 
and setting up the Central Warehousing and Co-operative Develop
ment Board. Thus a general all·India structure was evolved. When 
recently detailed studies were made, and the results made available, 
it was found that at least in five states in India, this experiment had 
proved so unable to get off the ground that an entirely different con
cept such as setting up of Agricultural Credit Corporation in each 
state, in order to make credit generally available, was thought of. 
When we reviewed the experience, we found that we had to think sepa
rately in terms of some states where the policy was all right and where 
it could go on, others where some kinds of policy changes were neces
sary and some intermediate institutions had to be created and still 
other states where an entirely new policy approach had to be evolved. 
Thus starting with a generalised policy you could obtain working 
realism regarding co-operative policy only through stages. This need 
for continuous adjustment is difficult to get over. 

There is another important aspect of policy making. It is that gov
ernment policy is not necessarily evolved after great deliberation over 
the long term. A great deal of it is made in the short run and quite 
a number of times it is later on, that a certain number of short run 
decisions are sought to be, so to say, pieced together as long term 
policies. You may, for example, take any illustration like our food
grains policy, procurement and distribution etc. The type of general 
policy that we have arrived at now, was suggested early in the '50s by 
a number of administrators and economists who said that without 
a durable policy structure we could not really go on. However, it was 
only after the experiment of P.L. 480, reliance on P.L. 480 as a general 
cure for our problems of food scarcity, its effects on wheat produc· 
tion through prices and the impact of two famines that we really got 
on to this policy. And possibly this policy also is not completely 
durable. 

You will thus find that general decisions regarding institutional 
changes are not going to be taken on micro-research studies at all; 
that even to the extent that states or state politicians do take policy 
decisions in the context of the findings of economists or the general 
social scientists, they are subject to so many pressures in the actual 
process of taking decisions that a number of decisions are just short 
run. I might be asked as to what relevance has this to the general 
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problems discussed by you. I am saying all this because I think it is 
relevant for the economists and administrators in determining the 
priorities of their work and the background of general structure ot 
the frame of events in which it is conducted. For example, I fitlrik if 
would be extremely useful for the general administrator, who IS think
ing in terms of the improvement of the structure or improvement ot 
the operations of the F.e.1. to have studies which look quite closelY' at 
a number of aspects of its working. As far as I can see the F.e.I., at 
least in the early years dealt with private trade and not with co
operatives; this is an extremely important phenomenon. There might 
be justifications; but whatever they are a study of facts regarding this 
and of what is at the back of these facts -. is it the structure or is 
it the type of bureaucracy that the F.e.I. created or is it due to some 
local pressures; these are things which can be brought out in the 
studies. Now I find that there is considerable mention of the F.e.I. 
in these papers and I find the co-operatives have little mention. A 
comparison between the F.C.I. operations in certain states with the 
Maharashtra State Co-operative Procurement system should also prove 
extremely important. I deliberately say the system in Maharashtra be
cause it is at present working as a system; can the system last, will it 
last, what are the circumstances, the basic conditions, which alone make 
it work -both politically and economically; politically in the support 
of _gQ.vernment and economically in the performance of the business 
that it runs and does it not show that these operations can be sustained 
only as integrated service over a long term. As a system, which can last, 
what are the possible merits of it as compared with the F.C.I. Even 
in the F.C.I. system it is contemplated that there might be State F.e.Is. 
Rere is an extremely important point. When a man like me looks at 
it, it appears obvious that the handicap of the F.C.I. is that they have 
no detailed local knowledge and they have no local staff on the ground. 
Would it be better wherever you have central agencies operating in 
a state, would it be better to combine a super-structure of a national 
organisation with an infra-structure of an essentially locally operat
ing organisation within the state, which knows the state, which knows 
the local people and which can, therefore; deal with various problems 
in appropriate ways? Is it a better kind of structure than the other? 
Quite obviously we have to continue with the F.C.I. so that you have 
really a very important set of problems like these to study. 

On the general policy you have already a decision by government 
that the basic crucial organisations and trading decisions shall, as 
far as possible, be in the public sector. We have already covered a 
great d~al of ground in this respect. For example, the minimum sup
port prlce for jute was declared. It was seen that it was operated for 
the first time through the mills organisation and the mill organisation 
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completely failed. They did not effectively support prices for what
ever reason. This is an extremely important point to investigate. Is 
it merely because it was a private mills organisation and there were 
conflicting interests or is it because of some other reason? It was only 
when the S.T.C. was asked to enter the market that there was some 
support for prices of jute. Even today you will find that, in the jute 
market, with the decision taken that the imports are to be canalised 
through a public organisation, you still have very large f1uctuation9 
in jute prices. I do not know whether any of you have had occasion 
to go through reports on jute marketing since about '30s; for, what 
they talked about the "fatka" market remains true as of today. This 
is another very 'important question that in spite of the reports and 
studies for so long a time, no action has been taken and! as yet the jute 
support prices scheme is rather chaotic. I entirely agree with what 
PrOf. KOg'ekar said that there is no justification for disturbing exist
ing arrangements because you are doing something else somewhere. 
This is a perfectly legitimate point of view. Unless you are going' to 
do something in the field and you have thought about it sufficiently in 
advance and, with a given risk, you think you are going' to improve 
conditions, you should not make large changes. 

When we again talk about the private structure of margins, of costa 
and so on, are we sure that we are talking of the costs of private trad
illg over, say, the whole year? The relative costs of private trading 
are generally measured by price returns; but anybody who has had 
anything to do at all with co-operative marketing or inducing people 
to join co.operative marketing, knows how the prices can be rigged 
from time to time and what are the number of other factors, like 
weighment, quality ,etc. that enter into the transactions. I would per
sonally not take at their face value the various statistical data com
piled. These arise out of individual transactions of particular traders. 
And unless in interpretation you have a point of view, you can get 
very wrong flilsults. I cite in this instance an example, which, I think, 
has reillvance. Take the cutting and transport of sugarcane by co
operatives in Maharashtra. Right from the beginning', we had the 
mod'el of factories which had their own plantations. With this model 
the first co-operative factory made a start right from the beginning 
for undertaking itself the whole of the cutting, harvesting and the 
transportation of cane within the factory limits. We had a list accord
ing to fields, according' to their dates of sowing, we got the maturity 
dates and we merely told the cultivator when his cane will be cut. Be
cause of that the cane was ordinarily erushed within 24 hours of its 
cutting, This is one of the important reasons for a significant diffe
rence betweelil Ml;lharashtra and U.P. In U.P. what you get is a system 
by which there is delivery either at the gate or delivery at the railway 
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station or, at a point and there is no incentive whatsoever for crush
ing cane very early. There is no incentive for the cultivator because 
the quality is judged as a whole and even the quality differentials begin 
above 9 per cent recovery and the average quality cane is less than 
9 per cent. So whatever the cultivator delivers and whenever it is 
crushed, he is going to get the same price for it. So far as the manu
facturer is concerned, there is no incentive because of the policy re
garding prices of sugar. Obviously there is considerable national loss 
here. In Maharashtra co-operatives the more rational approach is 
adopted and' justified because pricing of the cane is determined for 
the entire season and the cultivator and the factory share additional 
gains. In some period your recovery may go down to 8 per cent but 
the average may be 11 per cent and in good months such as February 
and March, it may be anything between 12 and 14 per cent. You are 
not in fact giving the maximum for each producer, but you are mak
ing your best effort to give the best average price as a whole to the 
average cultivator and an average cultivator has his production spread 
throughout the season. This way of looking at the market as a whole 
when you are talking the agricultural crops or the results of a whole 
season and not merely some particular points of comparison appears 
to me to be very important as corrective to the piecemeal approach. 

I wouid thus suggest that there are a large number of problems of 
operations and efficiency of agencies for you to consider. Take the 
problem of market regulation. Now as you know there are states in 
India where there is almost no market regulation, e.g., Assam and 
Bihar. If you take the Punjab-Haryana complex, regulated, marketing 
covers the entire area. They have taxed the regulated markets in order 
to give services, and the way storing and roads have improved during 
the last four, five years, has been really quite remarkable. The Market 
Committees have to tax the cultivators in order to provide amenities 
but there is a quid '[Y1'O quo and the cultivators themselves appreciate 
what is happening. Why does this not spread to other states? These 
are problems in relation to which a lot of thinking should be done. 

In considering the efficiency of these agencies what are the incen
tives for the operations? How can we transfer experiences from one 
part of the country to another? If we cannot transfer these experien
ces from Punjab to Maharashtra or from Maharashtra to Bihar, we 
are in a bad way. Organisations like yours, which have an all-India 
view can go into these matters. There are difficulties but really this 
should be the crux of the attempt. The economist can properly deal 
with a\1 these. The economist is not necessarily bound by the short 
term policy decisions. I would like the market administrators and 
those economists who are specially concerned with efficient improv&o 
ment of marketing to give these problems their special attention. 



DISTRICT DEVELOPMENT PLANNING· 

I 

I find myself today on this platform in an extremely unusual position. 
The founder of this Institute, my father-in-law, Rao Bahadur R. R. 
Kale of Satara, died in January 1936. We considered that an appro
priate way of paying our tribute to him would be to initiate a series 
of annual memorial lectures. The first lecture in the series was deli
vered by Prof. V. G. Kale in January 1937 and since then, with the 
exception of an unfortunate interruption in 1947, the memorial lec
ture has been regularly delivered each year. We have been singularly 
fortunate in having secured the services of a series of eminent lecturers 
who have delivered discourses on important subjects year after year. 
The lectures are ordinarily delivered during the first quarter of the 
year. When some months ago, I as Director of the Institute asked Prof. 
V. M. Dandekar, who was then the Joint Director, who should be 
invited to deliver the lecture for 1966, he suggested that I should deli
ver the memorial lecture myself after retiring from the post of Direc
tor on 1st April. After a little thought, I accepted the suggestion. My 
reasons were mainly two. In the first instance the change in roles, 
from one who welcomed and introduced the lecturer every year to 
that of the lecturer himself would help to mark definitively and pub
licly the end of my administrative responsibilities as Director of the 
Institute. Secondly and more importantly it would enable me to pay my 
own personal tribute to the Founder. 

Before doing this in the form of an academic discourse I may be 
allowed to say a few words regarding the founder personally. I do this 
because it is thirty years since he passed away and there would be 
few in this audience, as among the staff of the" Institute, who have any 
personal knowledge about him. Rao Bahadur Raoji Ramchandra Kale 
was a distinguislied and highly successful lawyer of Satara City. He 
was also keenly interested in public affairs and actively participated 
in them. He played a prominent part in the provincial legislature and 
in the University. He was a Sanskrit scholar, a deeply religious man, 
and was attracted towards the Prarthana Samaj. However, like 

• R. R. Kale Memorial Lecture, delivered on 23 April 1966, and published by 
Gokhale Institute of Politics and EconolDics, Poona, 1967. 
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Ranade whom he revered greatly, he was averse to breaking off con
nections with traditional society. In politics, he was a follower of 
Gokhale both in the insistence on a deep and careful study of problems 
and in the belief in need of moderation in the expression of opinion. 
Though living well, he was able to put together a modest fortune, 
three-quarters of which he gave away, in part during his lifetime and 
partly by donations and by creation of a charitable trust at death. 

The manner in which he founded this Institute exhibits some of his 
salient characteristics. I was serving as Principal of the College of 
the Sarvajanik Education Society at Surat since 1925. I had the option 
of leaving the college in 1930 and a year earlier made up my mind 
to do so, because as Principal I had little opportunity to engage in 
research. In the prevailing circumstances I decided to seek an opening 
in Poona where I could combine teaching with research. When Rao 
Bahadur Kale learnt of this, he made, without my knowledge, an 
offer to the Servants of India Society of an endowment which could 
give me a chance to do what I desired. He did this at a time when he 
had retired from active legal practice and though it meant giving away 
immediately .a significant part of his capital resources. 

The Institute was established in June 1930 as a result of the nego
tiations which followed this initial offer made in June 1929. The Presi
dent of _ the Servants of India Society made the suggestion initially 
that the- Institute might be named after the founder. However, he felt 
that naming it after Gokhale, the founder of the Servants of India 
Society, would be more appropriate and that the Institute might more 
readily attract wider support in this case. Therefore, he quietly substi
tuted the name of Gokhale in the final proposals and his own name 
was put into brackets as founder. The assistance and co-operation of 
many have been responsible for the growth of the Institute in sub
sequent decades. However, these could have had no _ chance to operate 
but for the imaginative, courageous and generous initial endowment 
by the Founder. As the greatest single beneficiary of that action I have 
great pleasure in paying this tribute, on this occasion, to his memory. 

It is only proper that I should take this opportunity to express my 
gratitude to the President and members of the Servants of India 
Society for their co-operation and assistance through all these years. 
In accepting the endowment the Society agreed to house the Institute 
and to give it the use of its library. Though in later years the Institute 
was able to command its own resources for these purposes, the use of 
the premises and the nucleus of the library have been vital to the 
growth of the Institute. The terms of the endowment created a Board 
of Management for the Institute in which naturally the major role 
was that of the Servants of India Society. It is a pleasure to record 
that this responsibility has been discharged by the President and con-
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nected members of that Society with such great consideration and 
understanding that the Institute has, in fact, functioned during ilB 
entire existence as an essentially autonomous academic Institute. 

II 

The subject of my address today is District Development Planning. 
In terms of the division of the main functions of government there 
are in India three tiers, 'Viz., the Union, the State and the District. 
The constitution of the third tier is not uniform in all states. In some 
states the main unit of self-government is the District, in others it is 
the Block_ In Maharashtra after adoption of the Zilla Parishad scheme 
the Zilla (District) authority has been definitely established as the 
local development planning authority. For a number of reasons this 
appears to me to be lihe most appropriate arrangement and for the 
purpose of this lecture, I shall confine attention to problems of plan
ning where the District authority is in this position. 

District development planning as I consider it is an integral part 
of national development planning. In a state in which there exists a 
constitutional division of functions between a tier of authorities the 
planning powers are likely to follow this division of functions. 
However, it is general experience that the actual operation of the divi
sion of functions may be greatly modified by the distribution among' 
various levels and authorities of the total financial resources of the 
state and by arr~gements connected with this distribution. More
over, the effective exercise of planning powers is associated with the 
existence of appropriate organs and the availability of adequate know
ledge and efficient agencies for the purpose, in case of each tier in the 
federal structure. An appreciation of the problems of planning at 
any levels, therefore, requires a detailed study of these and of actual 
operations. 

In terms of the division of powers and functions between the Union 
and the States and the actual operation of the planning process a cer
tain pattern of division of activities and responsibilities had deve
loped in India by the end of the second five year plan_ In a paper 
written in 1960 I described this pattern in the following words: "The 
fields of action of the centre and of the states are, to a large extent, 
distinct. The centre builds up and maintains the overall instrumentali
ties of national economic life such as the credit and the monetary 
system, the railways and ports. It also acts in relation to the basic re
quirements of the long-term plan of industrialization, with emphasis 
on large industry and exploitation of mineral resources. The states 
are concerned, on the other hand, with acting on the total life of all 
the -people in their charge and on all the diffused, dispersed small-
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scale units and activities. The centre is concerned with the most gene
ralized features of the national frame and with highly concentrated 
action at a few strategic points; the states must affect all areas and 
localities, all the relevant fields and all units. The centre is concerned 
with the strategy of the long-term plan and with initiating the crucial 
movements; the states have to engage themselves in transmitting the 
forces impelling' economic development to all areas and units, and 
with concretizing for the individual units the fruits of development. 
The generalized objectives of a state plan are, therefore, making pos
sible, initiating and encouraging economic development in all activities 
and sectors, and areas and localities, and protecting the standard of 
living and improving and ameliorating the situation, social and 
economic, of all individuals within their territories. The objectives 
and the constituents of plans of individual sectors and departments 
must conform to the requirements of these general objectives. In the 
light of the above, the locality and the individual are placed at the 
centre of the activities of states, and providing for the universal im
pact of the developmental process and for a diffusion of its effects be
comes their primary aim.'" 

When this was written the development of district authorities en· 
dowed with specific planning powers had yet to take place. However, 
the objectives and fields of state planning activity as described in the 
extract quoted above may be taken generally to apply to the existing 
situation in relation to district deyelopment planning. 

Before proceeding to a detailed discussion of problems of district 
development planning in India, I would oirer a few introductory re
marks on some theoretical aspects of the general problem and on 
experience with the effort in some other countries. It is interesting to 
note that most of the theoretical work has been done in relation to 
what may be termed regional planning'. 

The newly developed regional science, deals with broad aspects of 
interrelations between the various forms of organized social activity 
within the context of physical space. Its development is associated 
chiefly with the theory of location of economic activity originating in 
classical economics and greatly elaborated in recent decades. Re
gional science has progressively attempted to present a spatial frame
work for social science disciplines, especially economics, through the 
development of a general theory of location and of space economy. It 
is thus concerned with human social activities distributed over a given 
territory. It starts with the assumption that such activities are distri
buted over any region "in cerain rhythms and patterns that are neither 

, Gadgil, D. R., Planning and Economic Policy in Inclia, 3rd edition, 1965, 
pp. 237-8. 
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arbitrary, nor the workings of chance. They result rather from the 
interdependencies that give form to economic space. Spatial patterns 
will change with shifts in the structure of demand and of production, 
in the level of technology and in the social and political organization 
of the nation.'" 

With the development of the concept of stages of economic growth, 
regional science has begun to concern itself with the question as to 
whether there are spatial patterns corresponding to each stage of 
economic development, and whether there is an optimum strategy for 
spatial transformation from one stage to the next. In the context of an 
economy, which is neither directed nor regulated externally and 
appears to develop in a naturalistic manner, regional science directs 
attention to the analysis of various forces that appear to determine 
existing spatial distribution of activity; and in case of change, to the 
search for originating causes, the reactions and interactions, so as 
to help in assessing the manner in which any change is brought 
about and proceeds. All this is attempted in the same way as the 
analysis of a free market economy. Similar analysis utilizing histori
cal data, may help in putting forward a theory of economic develop
ment in relation to regions. Planning takes the process a step further. 
In this case it is unnecessary to assume a naturalistic frame and con
scious purposive human effort may be studied in relation to its possible 
impact on an environment. Regional planning, as such, may take the 
planning obj ectives and strategy at the national level for granted, 
and specially address itself to the specific spatial features emerging 
in the formulation and operation of a national plan in a particular 
region. Given any theory of economic development and of pattern of 
transformation of economy from one stage to another, certain expec· 
tations of the formation of agglomerations or of regional imbalances, 
may be formulated, as a result of such regional analysis. These ex
pectations may be looked upon either as inevitable or logical stages, 
in the process of development which have to be accepted, or alter
natively, as tendencies which could be curbed and regulated in case 
certain objectives of national plans are desired to be fulfilled. Re
gional planning, in this context, ceases to look upon the interplay of 
socio-economic forces within the space economy as working in a natu
ralistic manner and begins to consider them as capable of being direct
ed and regulated with reference to assumed objectives. Regional 
analysis then helps the planners to understand operations of forces 
generated in a given situation or through particular policies, and 
enables them to visualize the possibilities and limitations of external 
action and of the frami~g of objectives of policies. 

• Friedmann and Alonso, Regional Development Planning, 1964, p. 2. 
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While a considerable amount of abstract discussion of regional 
planning and planned development on lines described above exists 
today, detailed attention has so far been paid only to a few specific 
problems. This has been largely due to the fact that complex and 
elaborate analysis, such as is required in this context, has been 
attempt~d only in the highly developed countries. The two maj or sets 
of problems of space economy which these countries confront today 

. are those connected with the growth of large metropolitan centres and 
those connected with the existence of patches of depressed economy 
within a fast growing and affluent society. Most of the detailed work 
has been done in relation to the planning of what are called metro
politan regions. The importance of this is so overwhelming that it is 
possible for writers to say that while infra-urban space is of primary 
iinportance in city planning, regional planning "focusses attention on 
supra-urban space.". This definition of regional planning as the 
ordering of human activity in supra-urban space has to be understood 
against the background of economies in which urban population vastly 
predominates and most activity is oriented towards city centres. 

While concern with regional planning in the context of metro
politan growth has been in evidence for many decades, attention to 
the planning for development of backward regions or depressed areas 
has been relatively recent. The depression of the 30's first brought into 
prominence the problem of areas suffering in a specially acute manner 
from -the effects of economic decay or stagnation. Measures to relieve 
such conditions were widely discussed and studies were undertaken 
at universities, for example in England, specially in relation to them. 
However, it is with the post-war vogue of planning that this problem 
has corne to have special importance. In this context, the region is 
defined as territory which has relativelY homogeneous economic char
acteristics and which appears to a significant extent, to have been 
uninfluenced by forces which have brought about, growth and diversi
fication of the economy, in other parts of the country. Regional analy
sis is concerned here with a study of the factors making' for stagnancy 
and of the possibilities and means of activization. We thus note that 
advancement of regional science and, in particular, use of techniques 
of regional analysis so as to render significant assistance in the work 
of practical planning, are in evidence, chiefly in the two areas indi
cated above and that the techniques are not immediately available in 
relation to the problems that we face in district economic planning. 

It may be noted that though district economic planning is concerned 
with aspects of spatial organization, the district is not a 'region' as 
the term is usually understood. It is important to emphasize this ini-

• Friedmann and Alonso, op. cit., p. 63. 
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tial point. The district is essentially a local administrative division 
and the area divisions of governmental authority or administration 
do not necessarily or even usually coincide with regions defined as 
contiguous territory sharing I;ommon economic characteristics. 
Economic homogeneity to the extent that it is present in a district, 
would be a matter, in part, of accident, and in part, of· the fact that 
the district forms a part of a larger region which may be economically 
homogeneous. The objectives and reasons for the formation of dis
tricts are related to administrative convenience, historical traditions 
and other such factors. Obviously physical features and barriers also 

. play some part in determining district boundaries. In India districts, 
for the most part are composed of component areas of a sufficient diver
sity of conditions and interests; and the methods of regional analysis 
and planning could be appropriately applied only to the relatively 
homogeneous economic sub-areas in them. It may often happen that 
a belt of territory in a number of contiguous districts constitutes a 
homogeneous region while none of the districts are themselves homo
geneous. In such a case the development plans of all the districts will 
have to adopt the appropriate approach for regional development in 
relation to the particular part of a homogeneous region contained 
within them. Further, in some districts the predominance of large 
urban or metropolitan centres may affect plans of development. In this 
case, the lessons of metropolitan regional planning will have to be 
applied. Thus district development planning presents problems which 
are comparable with those of planning for the development of a large 
state with a heterogeneous composition. The problems of planning at 
the state level are all met in a somewhat simpler form within district 
development planning; somewhat simpler, because the degree of 
heterogeneity and complexity in a district would be necessarily less 
than that in a state. 

The above characteristic of district development planning follows 
from the identification of planning areas with administrative and local 
self-government areas. Where regional planning is undertaken for 
a specific homogeneous region, with special characteristics and to 
attain a particular obj ective, it is possible to define a region indepen
dently and to set up a planning or development authority for it. This 
could happen with a river valley region, or a metropolitan region or 
territory defined as backward or depressed and in relation to which 
special measures are undertaken. In India, we are engaged in plan
ning for the development of the entire country and though the situ~ 
tion and requirements in different areas differ radically from each 
other, the effort undertaken in each area is a part of the total national 
planning effort. Moreover, the development planning undertaken in 
each area has to be equally comprehensive. The total national plan of 
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development, of all activities and classes and all regions, is a multi
objective plan with universal coverage. It foIlows that the development 
plan of any area or district, however smaIl, has to be equally com
prehensive, in the defillition of its objectives lind tae scope of its action. 
The development IItten1pted mllst affect 1111 lI1"eas, within the district 
and must touch all activities and all classes. This characteristics 
sharply distinguillhes our district development planning from the 
regional planning undertaken, for regions, formulated in relation to 
limited objectives, in an ad hoe manner. 

Inevitably. the areas of local planning in India, have to be so. consti
tuted that, taken together, they cover the entire area of the country. As 
local planning has to be undertaken far all areas, it is obvious that 
the effort should be associated with the administrative and the self
government areas into which the country is already divided. This spe
cial aspect of district development planning also makes it desirable 
and nece~sary, that the planning authority be identified with the local 
administration or the local self-governing authority. In specific ad 
hoc regional planning, where the region is special1y constituted for a 
specific purpose, the planning or the development authority may also 
be specially created or constituted for the limited objective .. It is likely 
in such a case that neither the area nor the functions to be carried out 
coincide 'Yith the area or the functions of any existing authority or 
administration,' 

III 

Indian planning is highly centralized. Planning in the sense of 
attempting formulation of an integrated plan of development is under
taken only by the Planning Commission at the centre. Planning 
thought and information, to the extent these are in evidence, exist only 
with the Planning Commission, and this body alone is concerned with 
planning techniques. The central plan is influenced to some extent by 
a perspective plan and there is some discussion at the Planning Com
mission of desirable strategy, especially in relation to decisions re
garding allocations and priorities. However, even the central plan 
is not built up in an integrated fashioll. It results essentially from 
putting together recommendations of a series of working' groups. or 
committees concerned with specific subjects or departments. There 
is little effort at integrating, coordinating or dovetailing the separate 
schemes or programmes either at the time of their preparation or 
later. They are all more or less mechanically eombined fo form the 
plan and when, as a result of decisions regarding allocation, adjust
ments have to be made upwards or downwards they are made inde
pendently for each separate set of programmes. 
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The situation at lower levels is much worse. At the state level plan
ning is highly officialized. Non-official leaders or experts are con
sulted to some extent by the Planning Commission which has set up 
a large number of panels, committees, etc. No mechanism through 
which this may be done exists in the states, at least in most of them. 
The Maharashtra Government set up in 1960 a consultative plan com
mittee. This met twice in the first year and, among other work, set up 
two sub-committees which produced important reports. No meeting 
of the Consultative Committee was caIled after 1961. Planning at the 
state level is not only highly officialized but is essentially a secretariat 
affair. 

In all the major states, there is practically no machinery for plan
ning as such at the state level. The state plans are not made as the 
result of any wide consultation or effort at co-ordination. There is no 
specific definition of the objectives of state planning and no thinking 
out of a strategy appropriate to it. This follows from the fact that 
the state plans are prepared, basically, in the same manner as the 
annual state budget. The departmental proposals in relation to each 
section, and sub-section are formulated in the departments, are put 
together by the heads of departments and forwarded to the secretariat. 
The plan is then prepared in the sense of being pieced together in the 
secretariat. Except for the debate in the legislature, there are no 
public discussions or consultations of general or specific plan objec
tives or proposals and no information is available outside as to what 
is contemplated or proposed. In the secretariat itself there is neither 
any attempt to obtain special knowledge or information nor any per
sonnel specialized in planning techniques. 

Moreover, state plans, which are prepared entirely at the depart
mental and secretariat level represent, in essence, the reactions of 
the state government and its officers to the known wishes and propo
sals of the Planning Commission. The standard Planning Commis
sion schemes or similar departmental schemes, prepared in the states 
which have obtained the approval of the Planning Commission, are 
the basic materials from out of which the state and district plans are 
constituted. 

The Second Five Year Plan contains an entire chapter - Chapter 
Seven - on District Development Administration. This chapter is 
concerned chiefly with what 'might be attempted in the future in re
lation to District Development Administration. Considerable em
phasis is placed on the lines on which District Development Councils 
should be built in the future and on the preparation of village plans. 
A great deal is written about the establishment of viIIage panchayats 
and their functions such as of land management and the framing of 
programmes of production. The district development machinery con-



DISTIUCT DEVELoPMENT PLANNIl'iG 287 

templated, is that of an ad hoc District Development Council and of 
the development committees constituted for blocks andtalukas. At 
this stage, what are now called the Panchayati Raj institutions, had 
not been universally established at the village level; and though 
there were in most states local self-governing bodies, such as taluka 
or district boards, there was no thought of entrusting these bodies 
with any aspect of the development planning work. The share of the 
administrative officers of the district was highlighted in this Plan 
document, and the responsibility of the collectors, the sub-divisional 
officers and the block development officers as leaders was emphasized. 
In fact the district administration was described as "an agency of 
change towards a new social order.'" 

In the Third Five Year Plan, there is no separate chapter on dis
trict development administration. The matter is dealt with, in part, 
in the chapter on Community Development. This deals with the pos
sible effects of the recent establishment of the Panchayati Raj insti
tutions and raises the wider question of the re-organization of the 
district administration consequent upon the introduction of Pan
chayati Raj. The emphasis on village production plans is still conti
nued and there appears little appreciation of the existence of grave 
deficiencies in the machinery for the formulation or implementation 
of plans.at the state and the local level. In fact, as the following quo
tation will show, the planners were obviously well satisfied with things 
as -tJrey were. "Large burdens are being placed on planning organi
zations in the states. States are called upon to interpret national ob
jectives, translate them in terms of the needs, resources and possi
bilities open to them, carry the plan to the remotest points and find 
ways of mobilising local resources and enthusiasm. Within the limits 
of its tasks as conceived thus far, the machinery for planning in the 
states has served welI.'" 

The activities of the district development councils set up from the 
period of the Second Five Year Plan were entirely of an advisory 
nature. These councils were composed mostly of local political leaders 
who had little special knowledge or expertise in any direction. There 
was also no agency or arrangement for the procurement of local data 
or for identification and study of local problems. The councils put 
together a series of more or less popular demands regarding the con
struction of irrigation works, roads or the setting up of educational 
institutions, hospitals, etc, These had no relation to a strategy of long-
term planning or to any definition of priorities. The councils put to
gether a list of recommendations which was usually fairly compre
hensive and large. The preparation of plans by the heads of state 

• Secoml Five Yea,. Pia", Govt. of India, Planning Commission, 1956, p. 164. 
• Thi,.d Five Yea,. Plan, Govt. of India, Planning Commission, 1961, p. 289. 
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departments or by secretariat officials was not likely to be influenced 
in any significant manner by the recommendations of these councils 
as no significant ideas, specific constraints or compulsive recommen
dations emerged from them. 

The situation continues to be similar, at least in Mahar'ashtra, even 
after the establishment of Zilla Parishads. The preparation of the 4th 
five year plan by Zilla Parishads was undertaken in most districts on 
lines which did not differ materially from the operations of the earlier 
district development councils. There was no greater volume of infor
mation specially collected or made available to the Zilla Parishad, or 
its sub-.committees engaged in plallning. Secondly, though the work 
of planning by the Z.Ps. was more elaborate, in the sense that more 
attention was paid to preparation of plans at the block level and to 
the co-ordination of plan proposals by subjects, its essential character 
remained unchanged. This was because the district plan was not look· 
ed upon as a realistic document which was part of a long-term develop
ment plan framed by the Zilla. Parishad and to be implemented by it. 
It was, as before, a set of proposals sent up to the state government 
oJ!' more correctly to the secretaries from which the secretariat would 
put together the plan which the Z.P. ,would in due course have to im
plement, This was emphasized by the fact that no realistic financial 
limit as to the size of the plan to be prepared 'by ~lla Parish ads was 
indicated to them. In fact, they were encouraged to prepare plans of 
a size very much larger than the most optimistic estimate that could 
be made, of allocation of resources to the district. Moreover, working 
groups in the secretariat were preparing departmental plans while the 
Z.Ps. were engaged in their work IUId with the eontinuous pressure 
for early completion from the Planning Commission it was the secre
tariat work that really counted. 

The working groups whether in a state secretariat or in the Plan
ning Commission, it should further be noted, operated ad hoc, without 
'any clear guide lines and without the help of specially collected data. 
which were critically analysed. As a natural consequence, experience 
counted for little, no attention was paid even to obvious past failures, 
and schemes and programmes were carried over from plan to plan 
with little change or modificatiollo.. In such a situation it was futile to 
expect any attention being' paid to variations in a local situation or 
provision being made for a study of them. 

Planning in India at the lower levels continues to be, in the main, 
a ma.tter of putting together standard schemes for each department 
or each activity, schemes known to be acceptable to the Planning Com
mission, in such a manner as to attract the largest amount of assist
ance that the state or the department can obtain from the Centre, It 
is only fair to add that since 1962, the Planning Commission has be-
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gun to pay more attention to problems of district development plan
ning, and a good deal of what I say in this lecture is based upon ex
perience gathered in the course of an effort in this direction, which 
was sponsored by the Government of Maharashtra, and which receiv
ed valuable assistance from the Planning Commission. 

The almost entire absence of proper planning at the state and dis
trict level has imposed a grave handicap on development of Indian 
rural economy and is reflected in the relatively slow and patchy pro
gress in agriculture, rural industry and related fields. Problems of 
planning in agriculture have been discussed by a number of official 
committees and there has been general emphasis on the need for relat
ing targets and programmes to local circumstances." This, however, 
cannot be done ad hoc or piecemeal and can only follow appropriate 
organization of state and district development planning. The situation 
today is thus that where improvement is attainable through program
mes involving simple unifo;rm action over a wide area success 
is achieved; where, however, close study of particular complex pro
blems is necessary for progress, the problems are either unidentified 
or are dealt with inadequately.' 

The reasons for this are two-fold. In the first instance, the adminis
trative machinery is geared to uniform operations over a wide area 
and- not to specialized local work. Secondly, no arrangements are 
available through which complex, particular problems could be studied 
closely on the spot. The targets approach of our type of centralized 
planning accentuates these basic tendencies. 

The propositions, made earlier, may be supported by reference to 
an analysis of the relative successes and failures of the latest inten
sive district programmes in agriculture. Where, as in the districts of. 
the Punjab, the conditions of agricultural operations were fairly uni-

8 See Gadgil, D. R., "Planning for Agricultural Development", Planning and 
Economic Policy in Indio" 3rd Eel, 1966. 

• Preliminary surveys in Wardha district brought to surface a number of local 
peculiarities that had been previously ignored in all development work. Illustra
tions may be given from one seetor, that of land and water resources develop. 
ment. For example, the problem of a type of waterlogged land common in the 
district had not been noticed; the potential of utilizing water in streams for 
winter crops had been ignored; contour bunding in black cotton soils raised a 
number of problems which had not been tackled. Moreover, a detailed survey of 
wells in Wardha district revealed that a very large proportion of these were 
in disuse and that the reasons for disuse varied from area. to area. (Wardha: 
District Development Paper I: Irrigation, 1963). These facts were unknown 
and had not been taken into account in previous plans. As a general rule even 
the loaning operation of land development banks for new wells in any .listrict 
are ~ot today ac~mpanied by a survey of successes and failures in well-digging or 
of dIsused well. In any area and do not ntilize any information relating to the 
subject that might be available. 
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form and the overheads and the organizational structure were already 
available, the progress was striking; where similar conditions did 
not obtain the progress has been unimpressive. In a like manner, major 
schemes of irrigation and power are completed fairly successfully but 
schemes of minor irrigation, especially those where nature is unfav
ourable locally, make little progress. Apart from the structure of ad
ministrative arrangements and the discouragement of local initiative, 
the attitude of government towards programme of agricultural im
provement is also responsible for the phenomenon. Campaigns are 
still the most important features of these programmes. Inevitably 
programmes in a countrywide or statewide campaign can only con· 
sist of generalized prescriptions which ignore local variations. There 
is no problem-orientation and no inclination toward evolving a long
term programme based on close study of particular problems. Constant 
campaigning inhibits the attitudes and dissipates the energy needed 
for study and long-term action. It also leads to ignoring the total com
plex of conditions related to improvement of agriculture. A single 
item, e.g., fertilizer use, is pushed with no consideration of related 
technical or financial factors. In an old country with a relatively in
telligent peasantry it may be assumed that the scope for obvious im
provements capable of being brought about easily in existing circum
stances is small. Therefore, campaigns or crash programmes inevitably 
give diminishing returns and the next stage requires a changed out
look and altered administrative arrangements. 

The approach through compilation of a plan by reference to sepa
rate standardized departmental schemes has many other disadvant
ages also. For example, it leads to unnecessary proliferation of staff 
and to its non-integration on the field. This is because the staff pro
posals are attached to each scheme and are considered separately as 
for the scheme and its duration. It also results in there being no co
ordination or synchronization of action among various departments or 
different agencies in the same department. This is responsible for the 
familiar phenomenon of a number of targets, especially relating to 
expenditure, being achieved and yet there being an overall failure of 
the total programme. 

There is little difference of opinion in the country relating to.the 
desirability of changing the present system of centralized, depart
mental planning. However, relatively little thought has so far been 
given to the positive content and the administrative and organiza
tional implications of local planning or planning from the bottom. 
The lowest stratum of governmental authorities in India is, in most 
states, the District. Planning from the bottom has, therefore, to be 
associated chiefly with the district development planning effort. It is 
this which vests the subject with great importance and makes it worth 
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while to consider in some detail the requirements of district develop.. 
ment planning and the directions, the quality and stages of effort im
plied by it. 

IV 

Beginning may be made by drawing attention to two primary 
requirements. The first is the basing of the district plan on know
ledge regarding local conditions, and the second is the association of 
local people with the formulation and implementation of the plan. In 
a sense, both these aspects are implied in development planning at 
whatever stage it is undertaken. However, whereas in India, there is 
some appreciation of the need of obtaining technical and economic 
knowledge and data and consulting people, before formulating plan
ning at the national level, there is in practical terms a. com
plete absence of this, at the local level. The gap in the matter of know
ledge and information, is the most glaring at the district level. There 
are certain senes of administrative statistics available and, depending 
on the system of land tenure and the method of maintenance of village 
records, s~me data are available regarding the distribution of hold
ings and cropping patterns. Also some technical information may be 
available where, previously, surveys as that relating to minerals have 
been conducted. For the rest, technical information is inadequate and 
relevant economic information is almost totally absent. For example, 
centres of Agricultural Research are few in a state and many districts 
have no such centres with the result that its special problems of agri· 
cultural production technique cannot be dealt with, except on the basis 
of information relating to some distant area which mayor may not be 
relevant, locally. 

Planning in its technical and economic aspect, is closely related to 
relevant knowledge and information. Unless there is a minimum base 
of such knowledge and information, a plan of development for an 
area like the district cannot be built up. Moreover, the minimal base 
will suffice only for the preliminary effort at planning: as planning 
extends its coverage and intensifies in depth, the amount and quality 
of information will have to be progressively increased. An apprecia
tion of the great importance for local planning of agencies investi
gating into local condition and collecting information on all aspects 
of socio-economic life and technical production and other activity is 
urgently required for making a proper beginning with district d:ve-

. l?pment planning: and provision for continuing extension of investiga
tional and research activity in all the fields at the local level is a neces
sary concomitant of the continuance and growth of district develop
ment planning effort. As long as detailed local knowled'ge is not avail. 
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able, to test and question the applicability of standard schemes and 
to provide the base on which to build alternative proposals, there is 
no chance of replacing the present approach to planning. 

The second aspect, that of local co-operation and participation in 
formulation and implementation is equally important. This is so for 
two reasons. In the first instance, any agencies which are employed for 
the conduct of research and investigation in varying' aspects of the 
local situation will have to work in close co-operation with different 
strata in the local population. The success of investigational research 
effort is closely bound up with an understanding .by the relevant ele
ments in the local population of the nature of investigation and re
search undertaken and the objectives to which it was related. More
over, apart from the limited extent to which technical considerations 
dictated a certain pattern of the plaD and the order of priorities ill 
them, the pattern and the priorities will have to be determined in re
lation to lociil choices and opinions. It is true that in a number of direc
tions the margin of such choice would not be wide. The objectives 
determined, the allocation of funds, the choice of agencies, etc. made 
at superior levels would impose certain constraints on district plan· 
ning. Other constraints would be where technical or economic consi
derations definitely pointed in certain directions. Even though the 
margin of choice for local decisions might thus, in particular contexts, 
be small, it is important that within this margin the choice should be 
made locally and moreover, that a full understanding of the why and 
wherefore of the constraints as described above and' their relevance 
to local choice are understood by the people concerned. 

Another important reason for arousing the interest of local popu
lation is that it is only through this that motivation for appropriate 
formulation and early implementation is created. It is the experience 
of, for example, regional planning in France that where unofficial 
bodies had already worked out plans of regional development of their 
own, progress had been rapid. The case for local interest and partici
pation at the stage of implementation is obviously overwhelming. 
Whereas the formulation of a plan may be related to technical know
ledge and broader objectives, its implementation on the ground once 
formulated' would be impossible without full local understanding and 
co-operation. This necessary condition furtherreinforces the need for 
local participation at the formulation stage. There is no doubt that 
more intelligence and co-operation in the stage of implementation 
would be forthcoming, if in the process of formulation itself the local 
elements were fully associated with the effort so that there was wide
spread appreciation of what was being' planned and what the planning 
was expected to achieve. 
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Before going on to discuss the implications of the two basic require
ments indicated above, consideration has to be given to another preli
minary problem. This is that of the lowest area unit of planning. It 
has been pointed out above that ordinarily a district is unlikely to 
be economically homogeneous and that district development planning 
must face problems of planning for a mixed or heterogeneous area. 
It follows that the basic preliminary work of at least some aspects 
of the district plan must be carried out in terms of smaller, homo
geneous area units. While this unit should be small and compact, it 
should also be large enough to serve as a unit of integrated planning. 
This means that it must embrace within it the variety of economic 
activity typical of the particular rural economy and that it must be 
capable of being treated as an integrated economic unit for purposes 
of planning. The most common factor of integration at this level of 
rural economy would be sale and supply activity; and in most parts 
of India where there is some commercialization of agriculture, such 
a unit may be identified as the primary market area. There are many 
obvious difficulties of definition and demarcation involved in the con
cept of a market area. It is here put forward, however, not as a theo
retical concept but as a practical operative planning device. 

While in terms of the existing situation the area unit may be identi
fied -alnhe market area, in terms of development planning it may be 
looked upon as the lowest area-unit for the integrated provision of 
socio-economic overheads and services. It is obvious that this approach 
to the definition of the lowest area-unit does not lead to an immediate 
ready cut and dried identification. In conceptual terms the market area 
has a centre or nucleus and by reason of specially convenient means 
of communication or other reasons it serves a fairly well-defined sur
rounding area as the primary marketing, sale and supply centre. In 
planning for the future it would be convenient to start with such exist
ing centres and provide, for the surrounding areas, the overheads 
which must precede development as radiating from the centres. One 
of the most difficult problems in planning for widespread development 
is that of providing minimum socio-economic overheads everywhere. 
The efficient and economic planning of this provision is an important 
task in the initial stages. For this purpose, it becomes necessary to 
identify convenient integrated area-units." 

s In an actual exercise conducted in the Wardha DiBtrtict it was found that 
such an area.unit, called in this case for convenience 'the mandi-area unit' usually 
covered a population of 15 to 20 thousand. The population and area coverage 
will differ from region to region depending on the intensity of primary produc
tion and the density of population. Also, as was the experience in Wardha, while 
in some caBea the eentreB and the areas served by them are fairly easily and 
clearly identifiable, in other eases, a selection among centres may have to be 
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This approach clearly rejects the village as the lowest area·unit of 
planning because it looks upon planning as involving coordinated for
mulation and execution of a number of socio-economic measures and 
activities for unfolding a given pattern of development. This concept 
of integrated planning assumes at each level and in' each sector a 
strategy and a programme of economic activity in the state and public 
sectors combined with a regime of fiscal, monetary, physical, etc. 
measures of encouragement and inducement, of regulation and prohi
bition. The plan is integrated in the sense that the effect of the imple
mentation of the plan is expected, according to the implied strategy, 
to lead to the initiation and cumulation of different types of public 
and private economic activity, which will bring about development 
along the prescribed route. The National Plan is supposed to integrate 
fully the plans of all tiers and authorities in all sectors. At each lower 
level, i.e. the State and the District, the plan is formulated within the 
total frame, with given objectives and external data or constraints, 
derived from the higher level plans. The District is considered here as 
the lowest area-unit of governmental planning. However, as it is ordi
narily too large and heterogeneous it would be difficult to formulate 
an integrated plan directly for the entire area of the district. There
fore, while some, elements of activity and some integrating factors 
would operate only at the district level, for the bulk of activities in 
relation to primary production, dispersed industry, rural trading and 
transport or urban activity oriented towards serving the rural 
economy etc., the district has to be divided into convenient areas for 
formulation of an integrated plan for the lowest level area unit. And 
the concept of the mandi area is offered here as the most appropriate 
for this purpose. 

v 
It is now necessary to give attention to problems of formulation of 

a district plan and to its important component elements, the integrat· 
ing factors and the constraints and limits within which it has to be 
put together. Given the assumption that the district plan is not put to
gether as a summation of lists of departmental schemes, and that there 
is a minimal base of information and knowledge regarding local con
ditions, we have to begin with an analysis of the main features of an 
integrated district plan and the procedures or stages by which it could 
be put together. Subsequently, as long as administration is organized 
in terms of activities of certain departments, any proposal or plan will 

made and careful demarcation of areas undertaken. This has then to be done 
on the basis not only of the existing situation but also of projected future 
development. 
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have to be translated into terms of departmental schemes for imple
mentation. However, it is one thing to prepare an integrated plan in 
the first instance, and then transform it into a series of properly 
coordinated departmental schemes and quite another to start with 
the preparation of schemes for individual activity and sub-activity of 
each department and then to put them together as a plan. For the pur
pose of the formulation of an integrated plan of a district, the stages 
or aspects that appear appropriate on the basis of some experience are 
as follows. 

The first stage, and an essential one, appears to be that of the pre
paration of the physico-geographic plan of socio-economic overheads. 
The preparation of the physico-geographic frame is specially impor
tant at the district level. The main business of a district plan is to 
influence and direct the activities of thousands of small producers. 
Action in this regard has two aspects. Firstly, the provision of those 
basic services and amenities without which growth and diversification 
of economic activity will not come about. Secondly, the provision of 
such incentives as well as disincentives as will lead to development 
of economic activity in the desired directions. The first requires, very 
largely, public action in relation to planned provision of utilities and 
social services. This, in the context of our country, has to be planned 
in teens of a physico-geographic frame. It includes the provision of 
communications which inevitably takes precedence in the 'initial 
stages. Most backward regions are characterized by lack of means of 
communication. In the ultimate analysis, no area or territory can hope 
to profit from the economic development of other parts of the country 
which is not closely integrated with the economic life of the rest. The 
establishment of a system of communications reaching out to all areas 
and all locations is thus the first requirement for a plan of develop
ment. Other connected essential requirements are those of water and 
power and the development of economic organizations such as those 
of marketing and credit, storage and processing, on the basis of which, 
economic activity in each region grows to full capacity and becomes 
diversified. Social services such as those relating to education and 
health are also a vital part of the provision of the socio-economic over
heads. 

In view of the need to economize and obtain the best results from 
a given investment, it is necessary to plan carefully, the provision of 
all these socio-economic overheads. Two requirements of this provi-, 
sion are obvious. In the first instance, the spread must be such as to 
benefit all areas within the district and secondly, that the provision of 
the costlier utilities and services must be arranged from a hierarchy 
of convenient centres. A third condition may be added to the two. This 
is that it is highly desirable to follow, in the determination of these 
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centres and the areas served by them, to a large extent, existing pat· 
terns of marketing and other economic areas. A physico-geographic 
plan is thus a plan of communications and of the development of a 
series of centres at and from which certain services ahd amenities 
are provided. All of this is obviously closely connected with the con
cept of the "mandi-area" unit discussed above. 

Attention may also be drawn at this stage to the possibility of look
ing at location of these centres of services and utilities from two diffe
rent points of view. In the first instance, the centre would essentially 
be the main centre of marketing and exchange in terms of a small or 
large area. Exchange activities and the provision of the services 
which have to be most widely spread would be the normal function of 
such centres. In terms of planning development it would be neces
sary to add to these functions, those of furnishing technical assistance 
or the more modern institutionalized economic services such as of 
credit, storage and processing and of social services such as those reo 
lating to education and health. However, from the point of view of 
a development plan, especially, in relation to the growth of non-farm 
activity, a centre may be thought of as a centre of growth of industrial 
or other activity which helps to transform the economy of a surround
ing region. It is obvious that the concept and the location of a centre 
of this type would be different from that'of the traditional centre. A 
district plan must provide for the development of well distribu ted 
centres of the traditional type for the entire district. The industrial 
development plan of the district may select some of these centres for 
intensive development of some types of non-farm activity or find it 
ncc.essary, for whatever reason, to develop other centres for particular 
purposes. However, as the two types of centres will have diffErent 
functions, the utilities and services located in them and the demarca
tion of their areas will follow different principles. Where&d the former 
will adopt a generalized common approach, the latter will be related 
to certain specific aims. 

The second aspect of an integrated district plan appears to be that 
concerned with the conservation and development of natural resources. 
Initially, in a country in which rural economy is so predominant and 
agriculture employs such a large proportion of the working force, the 
district plan has to be based on natural resources and concerned with 
their conservation, exploitation and development. The conservation 
and broadening of the base of natural resources is thus an essential 
preliminary step in development planning. Special attention requires 
to be given to it as large parts of these resources have greatly suf
fered from neglect in recent decades. Conservation and development 
of resources of soil, water and vegetation are extremely important 
for our agricultural economy. As in the case of agriculture, problems 
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relating to conservation of natural resources arise all over the country 
but are at the same time highly local; local in the sense firstly, that 
there is a great variation in the characteristic of resources and the 
problems of conservation and development presented by them from 
area to area and secondly, that full conservation and development l)f 
all resources, necessarily requires the most detailed local action. A 
preliminary division of the district into homogeneous economic areas 
will have to be'made for this plan of conservation and development 
of natural resources and the mandi-area unit may be found convenient 
for this purpose also. 

It is as against the background of the physico-geographic frame of 
the distribution and placement of socio-economic overheads and ser
vices and of the plan for the conservation and development of natural 
resources that the next aspect of the plan of development comes up for 
consideration. This aspect deals with production activity. The plan 
of development of production, agricultural and non-agricultural, is at 
the centre of tne planning process. This aspect of the plan differs in 
one material aspect from the earlier two. Action in relation to the pro
vision of socio-economic overheads is largely action taken by govern
mental authority or by co-operating groups of persons. The conser
vation~and development of natural resources is also to a large extent 
either governmental or joint activity of a series of establishments or 
persons. It is only in an exceptional case like that of construction of 
wells that an individual on his own might take action in regard to the 
development of natural resources. In relation to the produc
tion plan, however, the operations are essentially those of indi
vidual agriculturists, artisans, etc. Planning action in this connection 
is, to a large extent, a matter of providing assistance and incentives 
to individual producers. Because of this it becoines important in this 
context to think out carefully, what may be called the objectives and 
strategy of development. 

What is meant by defining objectives is to spell out the particular 
immediate goals in each field in relation to the previous development 
and future requirements of the district. For example, at a given level 
of progress of co-operative activity it may be much more important to 
look to the functioning of the co-operatives in relation to particular 
categories, such as tenants or artisans rather than to pursue the target 
of universal membership. The concept of strategy may be illustrated 
by reference to rural industrialization. For example, one may decide 
to concentrate initial effort on the development of processing in the 
co·operative sector and on the rehabilitation of traditional artisan 
industry, because these may not only be immediately important but 
also because they afford-ed convenient bases for future progress. Or 
in another context, a programme of providing improved latrines in 
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schools may be adopted for long-term improvement of rural health 
habits. Choosing a particular set from among alternative groups of 
incentives and disincentives may also be determined by estimates of 
response and the chain reactions that might be set up; this in a sense 
is strategy. . 

Such problems of analysis and estimation will be encountered in 
each programme in this field. The agricultural production programmes 
today, give very uneven results, because they do not analyse and take 
into account the local situation. A threefold classification in relation 
to programmes of agricultural improvement appears basic. (1) Im
provements which are locally accepted but not yet widespread. 
(2) Improvements proved to be useful locally but not yet accepted and 
(3) improvements which have to be tried out and estabished in the 
local environment. In relation only to (1) is a programme of propa
ganda and appropriate incentives indicated; in relation to (2) em
phasis must be placed initially' on demonstration; and regarding 
(3), which is a large class, because of the limited extent of local adap· 
tation effort so far, it is systematic work in local adaptation and 
adjustment that must precede everything else. Programmes for the 
development of agricultural and non-agricultural productive activity 
have to be framed not only to suit local circumstances and conditions 
but also to suit the requirements of the different classes of producers. 
The universal present complaint regarding benefits of programmes 
accruing to the more substantial cultivators flows from lack of diffe
rentiation in this regard. Existing programmes have to be specially 
adapted to or special programmes framed for the small holders and 
part·time farmers if these are to profit from the planning effort. 

While the emphasis on agricultural production is important, activi
zation of the rural economy requires much greater expansion of the 
subsidiary primary production and of industrial activity. Intensifica
tion of agricultural production activity will meet the employment and 
development needs of only the middling and substantial cultivators, 
forming everywhere less than half of the rural families. For the small, 
effectively part time cultivators, the landless labourers, rural artisans 
and others supplementary and new activities must be found. In part, 
these would arise from planned programmes of the provision of socio
economic overheads and of the conservation and development of 
natural resources. In part, they must be found in expansion of the 
field of non-agricultural primary production e.g. animal husbandry, 
fishery, etc. The importance of this has been recently recognized, but 
no appropriate developments are yet being planned. In this matter. 
as in plans of industrialization the technical view dominates the field 
without reference to the needs of the economic situation. There 
appears very little awareness that the situation demands the develop-
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ment, for example, of dairy and poultry activities in units and at levels 
which will be within the competence of at least the average small 
farmer, if not the landless labourer; and, if necessary, the individual 
small units must be supported by the requisite net-work of services 
and supplies. Finally, the rural economy will begin to move only if 
industrialization of the countryside is no longer regarded as only a 
supplementary or side issue but as the main result aimed at by the 
programme of industrial development. 

This naturally leads to a consideration of the immediate problems 
of non-producers. The provision of soCio-economic overheads, the 
conservation and development of natural resources and steps to im
prove and e~CilUrage productive activity all benefit those who have 
a minimum viable base of productive resources. All those who com
mand very inadequate or no productive resources cannot hope to 
benefit directly from any of these programmes of development plan
ning; and as there is little likelihood of the vast maj ority belonging 
to this class -obtaining productive resources through measures, say, 
of redistribution of land, the programme required by them and for 
them is essentially that of provision of adequate employment. At the 
same time, the programme of providing employment for non-pro
ducers cannot be an additional programme not included in the three 
aspects of development planning indicated above. The concept of the 
additional rural works of the Planning Commission is illogical and 
merely shows up the failure to plan adequately. The contents of a 
rural works programme cannot be of a type different from those in· 
cluded in the programme of providing socio-economic overheads or 
of conservation and development of resources 'or the maintenance of 
these or of existing works. It is obvious that a rural works programme 
which is conceived of as additive will not be properly integrated with 
planned programmes and will to that extent be wasteful of resources. 

The need to provide for adequate local employment through all 
aspects of development programming thus imposes an additional re
quirement on the process of plan formulation. This will operate mainly 
in two directions. Firstly in relation to the choice and volume of works 
included in the plan and secondly as regards their spatial and tem
poral distribution. The entire programme of additional economic 
activity directly undertak'en by public authorities together with any 
expected increase in employment offered by private operators must 
generate the total employment required. The size and the degree of 
labour intensity of planned public activity must be related to this ob
jective; also, as the aggregate employment has to be properly distri
buted over space and time the distribution, over the area of the district, 
of planned activity and its initiation and closure in time have to be 
regulated in relation to specific local requirements. Moreover, the 
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generation of additional employment has to be looked at as not being 
related to a particular year, but as a continuing long-term require
ment. The employment requirement should thus not only affect the 
size and shape of the annual plan but also deeply influence the pers
pective and strategy of all planning_ The employment aspect of plan
ning thus colours and orients the whole process. It has also an inte
grating effect, because it gives a direction and a measure to large 
numbers of planning decisions. 

In the dovetailing of the plans, there arises also the problem of 
priorities. Broadly, these have to be determined by scales of valuation 
and by accepted ideas regarding the route which planned development 
is likely to take. Conservation might be objectively given high priority, 
because logically conservation of resources has to precede develop
ment. Also if high value is placed on simultaneous development of all 
areas, a communication and services programme must be given high 
priority. The problem becomes more complicated in connection with 
what are called social welfare activities. One may consider a minimum 
provision of educational and health service for each citizen as an input 
required for a minimum performance by labour units. From such a 
point of view a considerable amount of educational and health expendi
ture would be treated not as welfare expenditure but as investment 
expenditure. It is obvious that in this field a great deal depends on 
subjective valuations and judgement. However, limit has to be placed 
on independent judgement in each local area in such matters. There 
has to be an accepted framework of overall national objectives and a 
certain broad valuation must inform all district plans. 

The other important integrating factor and constraint is that of 
financial resources available for the district plan. This is an overall 
constraint which limits the extent of effort that can be put forward 
within a period. In a sense it is this constraint that makes planning 
meaningful. It provides the frame within which given local, natural 
and human, resources and the local interpretation of national objec
tives the optimum effort that can be made for the best utilization of 
the available financial resources has to be defined and determined. 
The strategy of the plan as a whole or for the public sector and the 
determination of priorities and allocations are made fully with refe
rence to this constraint. In its absence, the district development plan
ning is no more than a compilation of desired schemes and projects 
which are not necessarily connected together and in which no indica
tion of logical relation or chronological order need be given. With 
the constraint imposed by the overall financial limit, the interpreta
tion of a district plan means essentially the spelling out of the logical 
relations between various sectoral and departmental plans and the 
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chronological order in .which within all of them together particular 
schemes will be initiated and completed. 

Reference has to be made in addition to a number of calculations of 
availabilities and balances. A road programme of given size would 
require certain equipment and trained personnel; the seed multiplica
tion programmes have to be based on a given complement of farms 
and farmers. In education and health programmes, buildings, equip
ment, teachers, nurses have to be made available in a given measure 
for any level of desired performance. In the same way the total build
ings and construction programmes in all sectors together would be 
subject to the overall limitation of availability of building materials, 
e.g., the total output of bricks or the possible allotment of cement. The 
entire plan, in particular, the socio-economic overheads and the con
servation plans, requires labour as an essential input on a large scale. 
Therefore, the availability of labour would place a limitation on the 
size of these plans that could be accomplished within any given time. 
Such calculations in physical terms could serve two purposes; they 
would indicate limits to possible performance but they could also be 
taken to present a challenge, so that through, chiefly, better organ~
zation the limits could be stretched. 

I!etter organization is the additional input that could be most readily 
made-available in early stages of planned development. Also most 
new programmes of development require for their success that atten· 
tion is paid to problems of setting up and operating appropriate 
organizations. In district development planning two types of organi
zations, viz., the Panchayati Raj institutions and the cooperatives, 
would be chiefly utilized. This general approach still leaves unsolved 
a number of problexns. For example, it is general experience that mere 
provision of a works programme does not, without a special organi
zational effort, benefit the categories for whom it is intended. The 
organization suggested for this purpose usually takes the form of a 
labour contract cooperative society. However, the organizational pat
tern and the functioning of this type in a variety of contexts have yet 
to be experimentally determined. This is also the situation regarding 
the major problem of the organization of small holders for agricul
tural production, for which cooperative farming appears to be the 
logical solution. 

A large variety of other organizational problexns are en~untered 
in local planning'. Some of these arise out of some aspects of land re
forms as for example, the management of forests formerly owned by 
landlords; some because of a mixture of public and! private interest, 
such as that of the management of a public utility such as a tank which 
benefits only a limited numbers within the community. There are 
some fields in which new experimental effort requires mainly organi-
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zational improvisation. This happens with problems relating to what 
are called the weaker sections or with problems of conservation or 
development of non-arable land in which a number of departments 
such as forest, revenue, animal husbandry may be interested and 
where without arousing local interest and cooperation no effective 
programme could be carried out. Inevitably, problem's of organization 
loom specially large where a departure from the traditional pattern 
becomes necessary or where the disadvantaged are sought to be bene
fited. It is thus clear that in the formulation of plans and more parti
cularly in the plan of implementation, attention has to be paid to indi
cating carefully the organizations entrusted with operation and co
ordination and, in many fields also to designing and experimenting 
with new types of organizations for the purpose. 

Two aspects of the integration of plans need to be specially stress
ed. These are co-ordination and synchronization. Any given objective 
such as that of increasing agricultural production would be related to 
a large number of schemes and projects and activities of different 
departments. It would be related to the conservation of land, develop
ment of water resources, construction of connecting communications, 
availability of power, supply of credit both long-term and short-term, 
institutionalization of marketing, guaranteeing of prices, setting up 
of co-operative processing units; this is apart from the specific agri
cultural departmental activities, such as those of supply of seeds, ferti
lizers, pesticides, introduction of improved practices and implements, 
the provision of technical assistance and advice, the operation of de
monstration and research farms, etc. This small illustrative list would 
make clear what is meant by establishing logical relations within the 
activities of different departments and agencies which are intended in 
part or in whole to subserve one common objective. Given the size of 
the plan and the framing of objectives, the extent and nature of each 
activity and its chronological order would have to be determined in 
close relation to all the other activities which it supports or by which 
it is supported. If this aspect of mutual relation is not properly taken 
into account in the formulation of the plan, there would be obviously 
disproportionate expenditure of energy and financial resources in 
particular directions, which would be wasteful in so far as for want 
of necessary support and effort it would not bear fruit. By an inte
gration of district plan is meant paying close attention to all these 
aspects of other relations and emphasizing the need to maintain a 
proper degree of proportionality. Coordirtation and synchronization 
become specially important for implementation to be effective. The 
mutually supporting action of different programmes and activities can 
bear fruit if the activities provided for are not only appropriate and 
in proportion, but also if in each context, they are in fact undertaken 
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and completed at the appropriate times. Synchronization of imple
mentation of various aspects of programmes is of supreme importance 
especially in relation to such objectives as annual agricultural pro
duction plans. 

It is obvious that to construct such a plan requires much more 
effort than a plan which merely puts together standard departmental 
schemes and that if adjustments are required to be made in such a 
plan, they necessitate much greater thought and labour than wo?ld 
be required in relation to a collection of departmental schemes whIch 
can be cut down or pared at will. 

VI 

The preparation of a district development plan has a number of 
aspects. As indictaed above the work has to be undertaken chiefly at 
two levels, the district and the mandi area. While the· overall frames, 
the strategies .and the comprehensive works and schemes have to be 
planned at the district level, the details of the conservation, produc
tion, etc. plans have to be worked for the mandi area. Financial allo
cations, areawise and sectoral, have to be finali:red at the district 
level and distribution of schemes and programmes in the light of the 
emploYment criterion has also to be carried out here. Organizational 
problems will be most probably common to the entire district, though 
in some specialized aspects such as forest and wastelands or animal 
husbandry they may be found to have local peculiarities. The work of 
integration, coordination and synchronization will have to be under
taken appropriately at both levels, though the overall integrative 
effort will be in relation to the district plan. 

The task at all levels is twofold. Firstly, there is the work of mar
shalling all available information, qualitative and quantitative, and 
judging of requirements, feasibilities, logical priorities and chrono
logical orders from a technical point of view and, subsequently, given 
the final judgement regarding programmes and priorities, the work of 
formulation of an integrated plan taking into consideration all the 
limitations and constraints. Secondly, there is work of taking account 
of differing levels of local competence and knowledge, local attitudes 
and preferences and possible local reactions and responses. While the 
first will be mainly the work of official administrative agencies and 
official and non-official experts, the second can be achieved only 
through association of local leadership with the total enterprise. How
ever, while making this formal distinction it has to be noted that the 
ease and the efficiency with which administrators and experts carry 
out the first will itself be influenced greatly by the extent of interest 
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they arouse in the local population in relation to it and the co-opera· 
tion and assistance that they obtain. 

Local participation in plan. formulation and implementation is 
secured essentially through entrusting a considerable part of district 
development planning to local authority, i.e. the Zilla Parishad ill 
Maharashtra, and in many other states. An initial difference in the 
operations regarding the two aspects and agencies may be noticed. 
While the work of the administrator and the expert can be made to 
cover the entire area of planning with more or less equal efficiency, 
the interest and commitment of local leaders and population may 
differ widely from field to field. 

This is obviously a function of the education of local leadership and 
of its consciousness of the real meaning of national socio-economic 
objectives. From the point of view of possible variations in coverage 
and depth of local interests, it is necessary to recognize the importance 
of the national frame. Given national objectives and the total scope 
of the national plan of development, all aspects of it would necessarily 
be reflected in district planning, even though the local leadership may 
not" be equally interested in all of them. Thus, for example, develop
ment of the more backward areas or special relief measures in rela
tion to the weaker sections, may not evoke as much interest in local 
leadership as, say, the programme of agricultural production or irri
gation development. The general compulsions of the national frame 
would then be useful in relation to continuance of minimum effort in 
those directions which do not evoke full local interest. However, in 
the ultimate analysis, it is necessary to ensure that national objec
tives are, in fact, fully accepted by local leadership everywhere. This 
is because no real social transformation can come about through deve
lopment unless there is full understanding and co-operation from 
local elements in this regard. Therefore, while in the initial stages, the 
national frame may serve a useful purpose, the full and meaningful 
pursuit of national objectives requires an educational effort in rela
tion to local leadership which must be considered as extremely im· 
portant and essential. In part, therefore, the process of district deve
lopment planning must be understood as that of communicating, to 
local leadership and population, aspirations and ideologies with which 
the national plan is informed. On the other hand, the realism and the 
effectiveness of the national plan depend essentially on an understand
ing at the national level of the possibilities and difficulties of local 
planning. 

Most of the discussion has been conducted, so far, in terms of plan 
formulation. Problems of implementation have been dealt with im
pliedly. This has happened in two ways. In the first instance, the 
agencies of plan formulation and plan implementation are in this 
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eontext, identical. The various authorities and committees and non
official associates of the Zilla Parishad and its administrative set up 
will be equaIly involved in both formulation and implementation 01 
plan. It is only the outside experts, official and non-official, consulted 
in plan formulation who may not be involved in implementation. 
Secondly, the procedures indicated for formulation of details of the 
plan and for putting it together in an integrated fashion have rele
vance also to implementation. If the operating organizational 
agencies in each context are carefuIly thought out and indicat
ed and proper attention paid to co-ordination and synchroni
zation in formulating the plan and its various component 
schemes and programmes, analysis for implementation will become 
easy. Effective implementation requires a clear appreciation by each 
operator of responsibility in relation to every relevant item and the re
lationship of that item to others. Clear indication of these responsibili
ties and inter-relationships should be available from the detailed work 
of plan formulation. Extracting this information and putting it in 
appropriate form for communication to the relevant agencies and 
personnel is the first step in implementation. When this is done not 
only actual operations but also constant cross-checking and super
vision 01 their progress would be greatly facilitated. Moreover, the 
preliminary analysis will lielp in concurrent evaluation of the effec
tiveness of the plan, wiIl bring to surface any difficulties encountered, 
any assumption or expectations proved incorrect and will make pos
sible continuous adaptation and adjustment. It is the great demerit 
of the existing approach, through standard departmental schemes, that 
it does not provide for or necessitate this preliminary exercise before 
implementation. 

VII 

The exposition of the problem of district development planning 
attempted above has general application especially in those states in 
which the district is the main unit of the Panchayat Raj organization. 
However, there arise in district development planning a number of 
problems out of the special legal and administrative arrangements of 
each state. I do not intend to deal with these in any detail. However, 
the nature and characteristics of these may be briefly indicated by 
reference to conditions in Maharashtra of which I have the greatest 
knowledge. 

Zilla Parishads in Maharashtra are endowed by legislation with 
specific planning powers. However, the proper exercise of these 
powers has been hampered by a number of factors. The first is finance. 
The financial resources available to the Z.P.s are chiefly in relation 



306 WRITINGS ON ECONOMIC AND POLITICAL PROBLEMS 

to their specific administrative responsibilities and to individual 
development programmes or schemes which have been transferred to 
them. They have almost no 'free' resources which they could spend 
on their own. Moreover, all new programmes undertaken by them or 
any significant variations in the old are subject to detailed scrutiny 
and approval by the heads of relevant departments. It has, in fact, 
been alleged that the budgetary and administrative control of the 
secretariat and the departments over the Z.P.s is more stringent and 
harassing than over .the district administration. Therefore, while Z.P.8 
in Maharashtra have been able to spend more money in a few specific 
directions they have not been in a position to, and have not been en· 
couraged to apply their mind to local problems of long-term develop
ment planning. 

While a number of subjects have been transferred to Zilla Parishads 
some important aspects of district development planning remain 
under direct control of state government. These are looked after by 
the residual district administration or by regional or state depart. 
mental officers. No arrangements exist at present for effective co
ordination of these aspects with those transferred to the Zilla Pari
shad at the stage of plan formulation or after. The non-transferred 
subjects in Maharashtra include forests, which are in most districts 
intimately connected with development of local resources and whose 
protection and exploitation require close co-operation of the local 
popUlation. 

In considering how the planning apparatus works, attention has 
to be paid, on the official side, to the secretariat, the state and regional 
officers of departments, the collector and the residual administration 
of the district, the chief officer of the Zilla Parishad and the staff 
under him. Even after the recent exercise at devolution, the secretariat 
continues to be dominant in planning. Its financial and administrative 
powers seem to have diminished in no measure and the scrutiny of 
detail continues as before. Though the Zilla Parishads have been given 
planning officers and were asked to prepare elaborate documents in 
relation to the 4th Five Year Plan, the state and district plans were, 
in fact, complied in the secretariat and this work was little affected 
by the Z.P. documents. The role played by the secretariat in finance 
and overall planning is duplicated by heads of state departments and 
their regional officers in relation to details of departmental schemes. 
The departmental officers - state and regional- have usually consi
derable expertise and have, in many cases, detailed knowledge of 
particular localities. This expertise and knowledge are, however, not 
utilized for local development planning because of, at least, two fac
tors. Firstly, the standard departmental schemes themselves are to a 
large extent derived from .above i.e. from the Planning Commission 
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and the Central Ministries and the state technical officers have rarely 
subjected them to rigorous scrutiny in relation to particular regional 
conditions. Therefore, they are not disposed to favour such scrutiny 
at a lower level and to sanction adjustments. This attitude is reinforc
ed by the feeling of estrangement from the district staff created by the 
establishment of Z.P.s and the transfer of the district staff to them. 
As the district staff is no longer directly controlled by the state de
partment, the higher echelons of officers appear to have lost interest 
in the work of this staff. This has created a number of problems in 
the formulation and implementation of district development plans. 

It was expected that with the establishment of the Z.P.s the collector 
of the district will Io..oe his importance. This has not happened to any 
large extent, chiefly because the secretariat and the ministers continue 
to look upon the collector and his administrative staff as their own 
special agency. A number of local programmes such as of famine re
lief are still routed chiefly through the collector and this complicates 
plan formulation and co-ordination. 

Within the official hierarchy itself one vestige of colonial adminis
tration, viz., I.A.S. the successor service of the I.C.S., exerts great in
fluence. The collector of the district and the Chief Officer of the Zilla 
Parisbad both belong to the I.A.S. In colonial times, British personnel 
of the highest non-specialized service were naturally put in control of 
the entire district administration, which in those days was concerned 
chiefly with collecting revenue and keeping law and order. The central 
dominant position of members of the non-specialized service in district 
administration, continues to this day and has been carried forward to 
the Z.P.s which are patterned on the earlier district administration. 
Consequently, the functioning of the Z.P. has come to depend greatly 
on a single LA.S. officer, the Chief Officer of the Z.P. The relationship 
with the non-official part of the Z.P. organization, on the one hand, 
and the effective operation and co-ordination of experts and of depart
mental offices on the other depend to a large extent on the efficiency 
and disposition of this non-expert officer. 

The departmental officers whose services have been transferred to the 
Z.P.s are of fair average quality and are, in many cases, sincere and 
knowledgeable, specially in relation to local circumstances and prob
lems. However, they suffer from two strong handicaps. In the first 
instance, they feel cut off from their parent departments and are yet 
uncertain of the shape the Z.P. service will take. Secondly, and more 
importantly, from the point of view of planning, they still operate 
within the older tradition which prevents the knowledge and initiative 
of lower ranks from being meaningfully used. They have been trained 
and are expected. to carry out plans to the letter and not to examine 
them carefully or to express criticism of them, and they have learnt 
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by experience that it is better to follow instructions blindly rather 
.than to adapt or to make suggestions regarding adjustment to local 
drcumstances. 

Finally, the establishment of the Z.P.s has not yet led to expected 
rationalization of arrangements of the field staff of the district. There 
are two sources of c9nfusion. Firstly, the d·ifferent backgrounds and 
assignments of the staff as derived from district local board, revenue 
and other departments, etc., and secondly the allotment of particular 
staff to each new set of schemes. The extent of staffing in the field in 
most districts of Maharashtra appears liberal. However, the failure 
to rationalize prevents effective use. Adoption of the integrative 
approach to district development planning should hasten the process 
of rationalization in this regard. 

The non-official apparatus of the Zilla Parishads cannot be divided 
into well-marked groups for similar consideration. In one part, the 
problell1ll are organizational such as that of co-ordinating the work 
of the subject and the area committees. The adoption of the mandi 
area, as the lowest area unit of planning, would require some modi
fications in existing arrangements regarding area committees and 
delegation of powers to them. In another part, the problems relate 
to the socio-economic composition of local leadership· and to the ope
ration of the political party system. Further complication of the latter 
may result from different parties being in control of different Zilla 
Parishads and the government of the State. Most of these problems 
have no direct bearing on district development planning and need 
not be discussed here. 

The relationship of the non-officials with the official hierarchy is 
also an important factor in the working of Z.P.s. In this case also 
vestiges of the older order remain in the undue importance attached 
to official position. However, the situation in this regard is under
going rapid change. 

It should be noted that the Zilla Parish ad experiment is new and 
that the present is essentially a period of transition. There is nothing 
in the basic situation which would militatll against district develop
ment planning of the type discussed in this lecture being undertaken. 
Today's problems are chiefly those of the changeover from a highly 
centralized administration to one in which large powers are vested 
in local self-government authorities. There exists at present a wide
spread distrust of lower authorities and a fear of giving large 
powers to them among those at all higher levels. Therefore, even 
when legislative arrangements are changed administrative practice 

• For a discussion of some of these in another context, see D. R. Gadgil: 
"Socio-Economic Factors underlying pattern of leadership" in International Co
operative Alliance. Co-operative Leadership in South-East Asia, 1963. 
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continues to block real devolution. This is not expected to be a per
manent feature. Pressure of circumstances and changing ideas are 
bound to bring about greater comformity between intention and ope
ration. It is hoped that a proper appreciation of the existing situation 
wiIl lead to voluntary deliberate adjustments rather than to ad hoc 
reluctant steps taken under pressure. 

VIII 

Before concluding, a few observations appear in order regarding 
the feasibility of the approach suggested above. On a first examina
tion it may appear that the approach requires resources to an extent 
which could not be expected to be made available and that it also asks 
for too detailed an operation. A close scrutiny will show that this is 
not so. In fact, it is experience everywhere that effective rural work 
is not possible without descending to details and the agricultural 
production programme envisaged above is, in principle, no different 
from what is attempted in agricultural extension in any county in 
U.S.A. J.l{oreover, as of today the personnel resources required for 
the field work sketched above are for the most part ava~lable on the 
grollnd in most districts in India. 

There are chiefly two directions in which new inputs w:iIl be re
quired. Firstly, local survey and research in aU fields. This is a com
pletely ne{l'lected area today. In part, the gap can be filled by draWing 
on the resources of existing academic and training institutions in the 
district. There are three phases to this work. Firstly, collecting syste
matic information in relation to each field and identifying problems; 
secondly, conducting research locally, chiefly in relation to proving, 
adapting and adjusting standard prescriptions and solutions in rela
tion to local conditions; thirdly, training local personnel engaged in 
plan formulation and implementation in specialized aspects of the 
work in each field. It is true that the existing academic and training 
institutions are not equipped for this work. However, no insuperable 
difficulty should arise in making good this deficiency. For example, 
the staff of the department of economics or commerce in a local col
lege could easily be trained to undertake the preliminary and the later 
continuous economic surveys; it could also be trained to impart in
struction to district staff in appropriate planning' techniques. Staffs of 
local,agricultural institutes, polytechnics, public health or medical 
schools could be utilized in a similar manner. Obviously, existing re
sources will prove insufficient; more institutions will have to be estab
lished and they would have to be properly oriented. However, not only 
could local institutions play this important role in planning but also 
their efficiency and competence should greatly increase by this parti-
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cipation. A minimum programme of new institutions is unavoidable. 
For example, each district must have at least one agricultural research
cum-demonstration centre; but such action is an inevitable concomi
tant of development itself. As indicated above, the initial survey etc. 
is no more than a preliminary step. As local planning becomes more 
detailed and more effective it will have to be supported by systematic 
collection of a greater amount of data and by greater research in 
depth in all fields. And with the progress of development planning 
the resources and, competence of local academic and training institu
tions must also increase. 

The second important input required is that of entirely new me· 
thods of work and new attitudes towards it. The new attitudes are 
required chiefly in two ddrections. Firstly, the adoption of the problem
solving attitude towards all aspects of development planning' by all 
participants in the process; secondly willingness to trust the judge
ment and competence of and delegate authority to personnel on the 
lower level on the part of all on each of the higher levelS. The new 
methods are those required particularly by the adoption of the prob
lem-solving approach. Even if one begins operations, as a matter 
of convenience, with a standard departmental scheme this approach 
requires scrutiny of each of its details in relation to local resources 
and local circumstances. Defining objectives, translating objectives 
into programmes of work and putting programmes in the form of a 
set of schemes will all require new methods of detailed work even 
when one works on the base of the old. Also the putting together of 
plans, especially what has been termed above eo-ordination and syn
chronization will necessitate evolution of new methods as also a tho
rough analysis of the plan for implementation. 

Effective ddstrict development planning will thus not require new 
financial or physical resources in any considerable measure. It will 
call for a better utilization of old resources, for a reorientation of 
the existing set-up and, above all, for new attitudes and a readiness 
both to trust more and to delve deeper. 



ORIGINS OF THE MODERN INDIAN BUSINESS CLASS. 

Forewordt 
THE idea of undertaking a study of modern Indian business which 
I had vaguely carried in my mind for some time, crystallised as a 
result of discussions with Mr. William L. Holland, Secretary-General 
of the Institute of Pacific Relations, at and after the Lucknow Con
ference of the Institute in 195~. Subsequently I wrote out a memo
randum on a study of Indian business communities, giving an outline 
of a project which might jointly be sponsored by the Institute of Paci
fic Relations and the Gokhale Institute of Politics and Economics and 
conducted by the Gokhale Institute. Before my talks with Mr. Holland, 
I had suggested a part of this study as subject for the thesis of a stu
dent (Shri M. V. Namjoshi) who had enrolled with me for the Ph.D. 
degree. He had already done some work and, at my request, produced 
a shorF memorandum on the type of material that would be available 
for the projected study, illustrating' some uses to which it could be 
put. This memorandum together with the outline and a short intro
duction by me, was mimeographed and issued by the Institute of Paci
fic Relations early in 1951. 

Soon after this, a programme of investigations based on the outline 
prepared by me was set in motion. We began with bright hopes re
garding the results of enquiry, as the authorities of the Royal Insti
tute of International Affairs in London had also indicated that they 
might be interested in a parallel study of European business in India. 
The two studies could obviously be conducted together and the research 
student who prepared the memorandum and two others (Shri G. P. 
Bhave and Shri S. S. Ahluwalia) were therefore commissioned. with 
investigational work which was in full swing' before the end of 195!. 

The initial expectations proved to have been too optimistic. The 
first setback was due to the reaction of the European business com
munity in Calcutta. As a result of this, the Royal Institute lost in
terest in the parallel study which was quietly allowed to drop. But 
the study of Indian business was pushed on, and before the end of 
1952 an interesting body of material had been collected. It became 

. • An Interi.m Report, ~repared with the assistance of M. V. Namjoshi, pub
lished by Institute of PacIfic Relations, New York, 1959, pp. 1-46. 

t Dated March 31, 1959. 
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clear, however, as we proceeded that detailed contemporary material 
would be difficult to obtain and that, in particular, material which 
shed useful light on the working results or operative policies of indi
vidual business or small groups of them would not become available. 

A careful analysis of the situation made me realise that over large 
fields, such as that of small-scale industry and most of trade and trans
port, published data were almost non-existent, and brief, systematic 
investigations were difficult to plan and conduct. In the field of factory 
production, the published data were available to a significant extent. 
However, in order to attempt, in that field, any special studies of 
production structure, labour policies or financial relations would re
quire much more information than was available in published form or 
could get gathered from private business organisations. There were 
some aspects (such as that of trade associations) on which sufficient 
data could be gathered but there were others (such as that of combi
nation, interlocking and influence with Government) concerning 
which it appeared impracticable to obtain adequate data. 

Within two years of the launching of the project, therefore, consi
derable rethinking appeared to be necessary. Collection of data as 
planned originally had gone as far as it could; but the material col· 
lected was not sufficient to cover the maj or part of the field sketched 
by me in the memorandum published in 1951. It also appeared that 
considerable new legislation relating to Public Companies, managing 
agencies, etc. was on the anvil and that this would have to be taken 
into account in the presentation of any modern picture. Because of all 
this, systematic work on the project inevitably was suspended. In the 
meanwhile, the research student who had been first put on part of the 
subject and who had prepared the memorandum continued individual 
work in the field and, in subsequent years, presented a thesis for which 
he was awarded the doctorate. 

My own thinking' about a fruitful approach to the stud¥ took a 
larger and larger historical turn. The original outline had presented the 
study as essentially confined to modern times. It had indicated that the 
main work would be that of assessing and explaining the growth of 
a variety of activities, of adopted techniques and of the economic and 
political influence of the modern business class between 1914-1949. The 
reference in the outline to historical material was couched in the 
following terms: "Going further back in historical times certain 
rough notes may, with profit, be made regarding the characteristics 
and the relative importance of dominant business classes and castes 
as noted by early British administrators and non-officials. It will be 
the aim of the survey to'show, in a rough manner, how the traditional 
business classes and castes accommodated themselves to the new 
set8' of circumstances during the 19th century and to what extent 
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their methods and behaviour patterns had already been modified by 
1914. This review of the earlier period would also take note of any 
new forces or groups from outside the range of the traditional com
mercial classes that had arisen in the intervening period. This part of 
the survey will not, however, be pursued in any detail. It is likely to 
prove a fascinating study, but may distract attention too much from 
the main work unless kept within very strict limits." 

The 1951 memorandum was called Notes on the Rise of Business 
Communities in India. This title was justified by reference to the 
"importance, in the Indian context of social divisions and stratifica
tion." Though businessmen belonging to different communities were 
seen to act together or operate as a single pressure group it was felt 
that the members of the different communities did not "show a simi
larity of behaviour patterns or a degree of social cohesion which 
would justify their btiing called members of one business class." 

While the above judgement was just and continues to remain largely 
true, a study of the historical material seemed to me to emphasize 
another aspeci Any attempt to understand the present position and 
activity of any business community led inevitably into the history not 
only of that community but also of all others forming an integrated 
economic pattern. The more I looked into the historical material, the 
more -was I struck by the element of continuity in the evolution of 
modern Indian business and the extent of integration which appeared 
through the ebb and flow in the fortunes of individual communities. 

In the last paragraph of the outline I had written as follows: "The 
projected study could not cover all the ground fully as it is intended 
to be no more than a preliminary sketch. An authoritative and fully 
documented study of the subject could be undertaken only after detail
ed investigation of each particular aspect and region had been com
pleted leading, in the first instance, to the preparation of a series of 
monographs. This, however, is work more of the strictly academic 
type which would have to be pursued later, if at all, independently of 
the project under consideration: This project would be directed chiefly 
to evaluating the importance and judging the main characteristics of 
the business class so that its role in current events may be better 
appreciated and possible future trends better estimated." 

This short-term approach foundered on two types of obstacles. The 
first, as indicated above, was the lack of adequate recent data and the 
rapidly changing contemporary situation. The other was the felt need 
for at least a brief historical study to provide a frame for 
an assessment of the present situation. It became clear as one 
looked into the historical material that, though a number of mono
graphs on particular periods or aspects had appeared during recent 
decades, a comprehensive view of modern Indian economic history, 
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especially in relation to growth of modern business had not been 
taken. This part of the task appeared, therefore to be that 
of writing serious economic history even though based on se
condary sources. As the field was almost uncharted, it became 
necessary to organize bit by bit the total data in some sort of 
meaningful sequence. The basic geographical characteristics of diffe
rent regions, the changing political situation and policies of various 
regimes, the qualities and the degree of adaptability displayed by 
particular business communities, the pervasive influence of British 
power and British business interests operating against the background 
of a technological and industrial revolution - all these had to be taken 
into account for an understanding of the situation. I hesitated greatly 
before launching on this study because it meant working in fields with 
which I had been unfamiliar for a long time and also because this 
required intensity of attention and thought which other duties and 
responsibilities seemed to preclude. However, a commitment had been 
made and therefore by fits and starts, with many checks and dis
appointments the work continued, and the penultimate draft of the 
opening chapter, at Mr. Holland's suggestion, is now being circulated 
for preliminary reactions and comments. It is hoped to send the entire 
work to the press within a few months' time. 

The results of changing over to a broader canvass would appear 
even on an examination of this draft first chapter. The introduction 
to the 1951 Notes was devoted mainly to short descriptions of the main 
Indian business communities. Considerable space is devoted to a des· 
cription of these in the present draft chapter. However, the present 
sketch is, I believe, better balanced and more informative because of 
its being presented against a much wider background. 

While in this manner the historical study goes farther back and is 
made much fuller than had been contemplateiJ. earlier, a detailed study 
of the present situation remains a major concern of the study. How
ever, the organisation of the material regarding modem developments 
is likely to be substantially different than that presented in the original' 
outline. The rapid growth of modern business during the last decade, 
the introduction of the concept of planning and the comprehensive 
legislative and regulatory systems that have recently come into exis· 
tence give the study of the present a turn which could not have been 
foreseen in 1951. Furthermore, through official enquiries and returns 
a mass of data are available, particularly during the last three or four 
years, which remove to some extent the difficulties on account of which 
we were bogged down in 1953. Though in some respects much more 
data are available today than before, in others, (especially in regard 
to production economics) the data continue to be somewhat limited. 
The categories themselves in which thinking has to be presented have 
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been changed because of recent developments. Control may be more 
important than ownership in the present context. 

This first draft chapter of the revised form of the study is presented 
tentatively and with great hesitation. In many aspects the data are 
scanty and the filling in of gaps and the reconstructions have had to 
be large. However, such work is essential as a precursor for more 
thorough study and if only as a frame which focuses criticism. 

The more I study the .economic, political and social situation in 
India, the more I am impressed with the need to be fully aware of 
the continuing forces which have shaped the situation through the 
past. Because perhaps Indian society through recent centuries has suf
fered no cataclysmic or revolutionary changes, in our socio-economic 
structure and in all motivations, in procedures, habits of thought and 
patterns of conduct, influences from the past appear still to playa very 
large part. Hence, for an understanding of the past, for a projection 
of the future, or even for preparing deliberately for a radical pro
g'ramme of change, a careful study of these continuities seems unavoid
able. It is this feeling mainly which has turned the original project 
into a much more historical and, perhaps, more academic study. It is 
hoped that- it will also make it at least a little richer and more mean
ingful~_ 

Introduction 

We are concerned in this study with "Modern Indian Business". In 
this phrase, the word "business" covers all kinds of economic activity 
but has more particular reference to industrial and trading activity. 
In the rise and growth of all modern business in India a very large 
part was played by non-Indians. Therefore, in tracing the rise and 
growth of modern Indian business, very considerable attention has 
to be paid to non-Indian businessmen and their activities in India. 
This has been done throughout this work. 

The term "modern" is more difficult to define. It could be used in 
a purely chronological sense. Modern business is business during, say, 
the last two hundred years. The chronological implication is not alto· 
gether absent from our treatment, but an additional element has been 
introduced. "Modern" in this context relates more specifically to those 
features and forms of economic activity which have arisen in modern 
times, particularly to those associated with developments following 
upon the Industrial Revolution in England. Organisation of economic 
activity after the Industrial Revolution itself gradually evolved from 
institutions and patterns which existed previously. In India, non
Indian and Indian business existed side by side long before the Indus
trial Revolution and non-Indian business had already affected, in many 
ways, the conditions in which Indian businessmen operated. In the 
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circumstances, the transfer of the organisational and other features 
associated with the Industrial Revolution to India could be observed 
only through a general study of all Indian and non-Indian business in 
the period. And the best way to study the rise of modern business in 
Ind~a is to start from a point of time immediately prior to the Indus
trial Revolution and to trace the subsequent changes in the total 
situation. 

This has been attempted in the following pages and this is one of 
the reasons for placing' the date of the opening picture at about 1750. 
Another reason for choosing the year 1750 as the starting point is that 
it is round this time that changes came about in the role played by 
Europeans in the Indian political scene. The possibility of assuming 
a changed role and of directly intervening in Indian political affairs 
with large potential economic advantage to oneself was perhaps first 
seen by Frenchmen, in particular by Dupleix. This happened within 
a decade or two prior to 1750. However, the acts of intervention, 
which became successful in the long period and were followed by 
continuously expanding spheres of political and economic influence, 
were taken by the British; and the beginning of this movement can 
be squarely placed within the first decade after 1750. 

1. The Political Situation about 1750 

The political scene in India towards the middle of the 18th century 
was one which showed continuous shifts and uncertainties. In 1750 
the Mogul Emperor's rule effectively and directly covered only a smalI 
extent of territory in the North. For the larger part of the country the 
Mogul Empire's place had been taken by a number of successor 
states. Some of these had been created by former Governors or re
presentatives of Mogul authorities in particular regions (for example, 
in Oudh, Bengal and Guj arat). Others had been established by suc
cessful opponents of Mogul authority; these were represented notably 
by Marathas over a large part of Western, Central and Eastern India 
and later by Sikhs in the Punjab. The type of authority exercised by 
the Marathas over the different parts under their control varied. For 
part of the territory occupied by them (especially in their homeland 
in Western India) they constituted direct rulers. For other large parts 
(especially in Central India) they claimed merely the right to a part 
of the revenue collection. In effect, however, this claim led to efforts 
at establishing political authority, for the only effective way in prac
tice of obtaining the part of revenue collection was to establish political 
authority and collect the revenue oneself. The area and the effective
ness of Maratha rule over large territories varied because of differing 
concepts relating to the justification of their occupation. In the South 
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the situation was essentially fluid and the country was occupied by 
a number of units representing former Mogul Governors, dynasties 
of older Hindu Kings, local chiefs or merely military adventurers 
(Muslim or Hindu). By the second quarter of the 18th century an im
portant additional disturbing element had been introduced in the 
political situation - the activity of the European powers. 

The situation at the middle of the 18th century was thus fluid in 
the sense that there was considerable possibility, in most areas, of 
changes of regimes, of expansion of one power at the expense of an
other or of the rise of entirely new elements. It should be noted that 
this was not peculiar to the middle of the 18th century. Considering 
India as a whole it may indeed be described as the normal situation 
for most times. Ever since the invasion of the Muslims, changes had 
been continuously taking place in dynasties at Delhi and in the extent 
of the sway of the Delhi dynasty over its ,Governors in the Provinces. 
The Deccan and the South had been till the middle of the 17th century 
almost entirely out of the sphere of influence of the regime at Delhi 
and its governments exhibited a changing pattern of a number of 
Muslim Sultanates and Hindu Kingdoms. Parts of the regions under 
Ihe rule of Akbar and his immediate successors presented a period 
of cQm.J)arative stability for some decades. But even so, looking at India 
as a whole, we find. that the picture in, say, 1650 is not strikingly diffe
rent from that in 1750. In South India the pressure of Mogul in
vasions had, in 1650, completely upset the comparatively stabilised 
pattern of the previous century and had ushered in a period of great 
disturbance and rapid change. Contemporaneously upheavals were 
taking place all over the rest of the country and even after the end of 
the fratricidal wars, out of which Aurangzeb emerged successful, 
large parts of the country in North and East India remained in a dis
turbed state. No doubt in about 1650 a fairly large area around Delhi 
had enjoyed a long period of comparative peace. It may, however, 
be said that in 1750 not the total picture but its balance had altered. 
Only in the 18th century, it was chiefly territory in Western India 
(say, around Poona) which enjoyed a comparatively long period of 
peace, instead of the region around Delhi. 

One curious feature of the situation in 1750 which was distinctly 
the legacy of the Mogul Empire should be noticed. Though the actual 
rule of the Mogul Emperor had mostly passed, the notion of its legiti
macy still persisted; this fact afforded an important avenue through 
which the representatives of European powers in India could make 
effective their schemes of aggrandisement. 

The impact of Europeans on Indian economic activity ante-dated 
the industrial revolution by centuries. However, for the purpose in
hand, the importance of this earlier period is small. For more than 
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two centuries before 1750 Europeans had dominated the seas around 
India and had largely controlled India's external trade by sea. The 
Portuguese, who had arrived in the country at the end of the 15th 
century, had within a few decades, by their campaigns·from the Red 
Sea to Malacca, substantially wrested from the Arabs control of the 
trade in the Indian Seas. However, the Portuguese indulged largely 
in political and missionary activities and behaved more as conquerors 
than as merchants. All these roles they were unable to sustain; so that 
when, in the 17th century, the Dutch and the English emerged as 
potential contestants, the Portuguese were no longer in a strong pOBi
tion to defend! their trading monopoly. The Dutch, the English and 
the French successively entered the field, but all of them limited their 
activities to trade in India and made no significant attempts at gain
ing political power till the first half of the 18th century. 

The operations of the Portuguese also were oonfined to the West 
Coast of Peninsular India and, the largest contiguous land territory 
over which they exercised jurisdiction was the territory round Goa. 
Whatever the permanent effects of this impact on the territories occu
pied by the Portuguese and their immediate neighbours, they had 
little influence for the most part on political happenings in the rest of 
India. 

The technical superiority of the Europeans at this time lay chiefly 
in the building and. performance of their ships and in the manufacture 
of fire-arms. This was, of course, important in securing for the Euro
peans their foothold in India and their ability to maintain and defend 
their trading posts, sometimes against the opposition of the neigh
bouring Indian States. It gave them also a great advantage over the 
Indian traders and navigators and enabled them to fight piracy on the 
sea. Throughout these centuries the prevalence of piracy over large 
areas must be considered a normal feature. The ability of the better 
constructed and swifter European sailing vessels to fight pirates was 
increased by the practice of their being armed. The need for European. 
ships being fitted for warlike purposes derived not only from the 
existence of piracy on sea but also from frequent wars between the 
European nations themselves and. their constant attempts to dislodge 
one another from favourable positions held by rivals all over the Afri
can and the Asiatic countries. 

2. The Condition of Agriculture about 1750 

We may now turn to a brief description of economic conditions 
within the country in 1750. The predominant characteristic of Indian 
agriculture may be defined as self-sufficiency. Self-sufficiency, in this 
context, is to be interpreted as that of the village or of the region 
and not as that of the individual household. Self-sufficiency was mani-
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fested in the extent to which agricultural production was for local 
needs and the extent to which consumption habits in any region 
were determined by what was produced by the agriculture of the 
region. The cereal foodgrains and pulses that formed the staple food 
of the people, the type of vegetable oils that they used and the extent 
and type of sugar or sweetening material consumed were very largely 
determined by local and regional agricultural production. As a natu
ral corollary of this, the greatest possible diversity was attempted 
in local agricultural production. The extent of this diversity was, 
however, limited by physical conditions. . 

The relative self-sufficiency was the result of the narrow range of 
the market for agricultural products. The most important limiting 
factor, here, was transport. Ordinarily transport was costly and time
consuming. It was overland by means of pack animals; in the special 
circumstances of the coastal areas and of regions where, at least for 
part of the year, inland water transport was possible, there was a 
greater range of transportability. However, inland water transport 
was, in the main, limited to the major river systems, such as those of 
the Indus, the Ganges, the Brahmaputra, the Godavari and the Krishna 
and for l:he most part, the range of transportability across country 
from~he river systems was limited. It remained true that where com
paratively cheap water -transport was available there could arise some 
fairly long distance trade even in grain. Otherwise, bulk and perish
ability limited greatly the range of transport and trade in all kinds 
of agricultural products. 

At the same time, within limited regions, transport and trade were 
carried on in a variety of agricultural products. Many parts of India 
were, as compared with other countries at the same period, compara
tively urbanised. The most urbanised parts were normally either those 
which were well served by sea or by internal water transport; this 
was the case, for example, with the comparatively well developed 
regions of Gujarat and Saurashtra and also of the region of Bengal 
and Bihar. However, even elsewhere in India city and town centres 
were fairly well developed. The existence of numerous towns postu. 
lated the emergence of a surplus in agricultural production which was 
available to sustain the needs of the urban population and the feeding 
of towns and cities required a certain level of transport facilities. 

The establishment and operation of organised governments holding 
sway over large areas and with fairly well developed administrative 
systems also pointed to the existence of surplus agricultural produce. 
These governments involved the existence of a court, of military and 
administrative personnel and urban centres which served as foci for 
the residence and operations of this personnel. The main sources of 
revenue of all governments was taxation of land. By the middle of 
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the 18th century, in most parts of India, land revenue payments had 
been commuted from their original form of a share of the produce 
(paid in kind at harvest) to that of a money equivalent. The ability of 
the peasant to pay the money equivalent of a substantial part of his 
production in taxation involved the possibility of transporting agri
cultural produce and selling it for money within distances that were 
practicable. 

To the revenue demand of the State may be added the payment of 
rent to the landlord. No generalisation can be made regarding the 
size of the class of rentiers, the volume of rental payments or the 
extent to which the rentiers lived in urban centres. However, in cer
tain circumstances this may have been substantia].l It should be noted 
that the revenue (or rental) payments induced export of agricultural 
produce but did not usually lead to a corresponding' increase in the 
purchasing power of peasants or in the rural demand for non-agri
cultural produce. The export or sale of produce helped in paying the 
dues owed to the state or landlord by the agriculturist but did not 
usually give him resources in exchange with which he could buy 
significant quantities of the products of urban industry. It has to be 
remembered in this connection that the revenue demands of the State 
on the peasant were always comparatively high. The absconding of 
peasants, which had become a serious matter for the administration 
even in the early part of the reign of Aurang"zeb (1665-1670), is a 
sign of the extent to which the burden of revenue payment pressed 
on the peasant. 2 

Thus the consumption pattern of the agriculturist was chiefly deter
mined by local production and any surpluses he may be supposed to 
have were absorbed largely by the demands of State authorities and 
of rent. The trading in agricultural produce was, in the main; local 
or regional and operated largely as the means through which the 
revenue was collected and the supplies of agricultural commodities 
needed to sustain urban centres were obtained. 

For the larger part of the North India for many centuries before 
1750, not only the intensity of the revenue demand but all other fea
tures connected with the operation of the system discouraged both 
individual personal effort and general agricultural development. This 

1 An entry. relating to the year 1797-98 in the Selection from the Peshwa'. 
Diaries gives names of nearly 175 persons (all apparently Brahmin. from Kon
kan) employed in the administrative offices of the Peshwa who were exempted 
from payment of transit excise through the passes of the Ghat., ete. on the im
ports made by them of rice and other product. from the Konkan. The imports 
would mostly represent bulk purchases made in the Konkan but might also partly 
represent receipts of rent They point to streams of internal trade set up by im
portant internal migration movement •. Selections. V. lIajirao II, pp. 201-207. 

2 W. H. Moreland, AgTaTian Sy.t .... 01 Mo.lem India, 1929, p. 144. 
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is best expressed in the following extracts from Sir W. H. Moreland's 
book. 

"Finally, a few words may be said regarding the economic signi
ficance of the fact which have been brought together. The idea of agri
cultural development, progressing slowly but continuously, was 
already present in the fourteenth century, and probably was never 
entirely lost; but the political and social environment was usually un
favourable to its fruition. The high pitch of the revenue demand, 
approximating fa the fuU economic rent, could be justified from 
Islamic texts by anyone who might care to take the trouble, but its 
actual motive was to be found in the needs. of successive administra
tions and their officers; and its influence was necessarily increased 
by the miscellaneous exactions, prohibited from time to time, but re
curring regularly after each prohibition. The direct result was to 
take from the peasant whatever he could be made to pay, and thus to 
stereotype a low standard of living~ but in addition there was the 
further effect of requiring the peasant who was making money to 
conceal his good fortune from everyone outside the village, and per
haps even from his neighbours. Thus the normal position was a eon
test between the administration and the peasants, the former endea
vouring to discover and appropriate what the latter endeavoured to 
retain ::-and conceal- an environment in which agricultural deve ... 
lopment could not be expected to make much headway." 

''If the land had been fully occupied, such a position could not have 
continued for long, because competition among peasants would have 
resulted in an increase of their payments to a point where either life 
ceased to be worth living, or the administration was forced to change 
its attitude, as in fact was to happen in the nineteenth century over 
the greater part of India. Throughout the Moslem period, however, 
there was usually land to spare, and the risk of losing peasants set 
some limit to administrative exactions. It is, I think, probable that the 
risk frequently became a reality in one part of the country or other, 
and that local depopulation occurred from time to time, though not 
on a scale to attract the' chroniclers' attention; but two instances 
stand out in history, the desolation of the River Country under 
Muhammad Tughlaq, and the general economic collapse after the 
middle of the seventeenth century. In both cases, the administration 
strained the existing system to the breaking-point, and the system in 
fact broke down; but during the longer periods when the system work
ed., its worst incidents were the repression of individual energy, and 
the concentration on a barren strnggle to divide, rather than a can· 
certed effort to increase, the annual produce of the country. This was 
the damnosa haereditas, the legacy of loss, which Moslem adminis-
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ttlltioiul, Mt 1110, tlileirr,sDcceSSOl'8;' and, ,w.hich, ,U! sijll, iso~fall" <from tinal 
liquidations.u8 . ,(ood 

-; llI'his 'Jdet!Cl'iptioni ,did"llotnecessarily! apply -1:0 the ,South, ~specia.lly 
geIfore ,the ,l,6tb!lilmtury.However" lhe fall.of' the, ;Vijaya~agar, Empire 
and,' the: beginnings (i);Ii Ithe,Southern.campa.ignS'Cilj,t1),e' Mogulempe-. 
rol''s,JWhich fC)Uow~ within;-8, feWl decadelluof that ,event ledl to i great 
\I,phel!>val& ,in,lthe; ,South, ami, to, 'very! "unsettled ",onditions 'within-, the, 
J;sgionAuring,·the 17thlcenturlr. Ii'~,,[ ,.:1'1' "",ilil1ll >Ii "I ,.;""",,,,,,1 
H' ['he Iprevaiencel d:fl, generaL self-sufficiency, 1in, rjlroduct91 i of ' agricul" 
!airel drid,,JIdb ,meamlltha:t: tthere'lweN! no' specialised' 'prnducts 'and" thai 
soonetirilel!J.these--were'" riot -traded <0vel.' long'dlstallces·.'-Even:· the "eli!:'); 
lIiage,'o;li, grainlifor' large'distances' iovei-Ilttld in' ooitsiderabl~""ioluti1e: 
was Jal)sahltely' essential' for I aUhlllitliry 'bptlrafions' 'of' th~{ tilrte:) 'As 'a' 
result/wei seelgrowi'Il.g 'hi limpoththdellle 'special' btisitie's~ 'bf 'oig liac'/l'~) 
a;tliniall c'att'iers' lWlio'i.\atlsfled Ith!! 'neei:l.s'bf' I'h~ 'militarY-loril thliriiarcKI 

A~h.rtJ'ftoiti the ~arrl!ige 'Of prbdue'tlftlr -lfhJ%jlitaJ:oy.'thbr'~ w~~~ 'iso 
speciali'seHpl'od'Ucts 'iii' wlilch lohg"d'i'staIibe"Wadetdo~' 'place: 'TTIIl~ly,' 
th<ese WEireprJ~rlctl!1 ",l'i6s~' ~u1tl\Tat16 'vhi!('fQt"6rt~: 't(jasort . orrr;~Olher' 
liiilHe8 '1:til[p~l'flc'lah\.rea~. ctthe,JJ!:hs( 'jill" pl;t~n.Y 91: '~p~h ,'~r,'odl1~t~! 
e-!lt~r\!a il.l'so'iiJto,1bt:~@i~traH';'~' iriCligOfl~~l" ~r!'j.;-:ifiJ") p.is" 8:1 

l'1hv\"e'ii~'r;' 86111'11' h~ailig 'tiljghT'\;{k~ " 'la¢e "I' rJlf' ~'~~ 'is" t,. II ~r~1 -oti",J "j,IIU'''T,!: lll"'iJ 'II )1f"~"",,p,Y,,\t.>,l>[Q .qfi",VIflH~ ;Jf .. " 
m Id.e ! grC?'~~l ,,;' "I ~p., d, "u~tr,~!!0Rr I?fdtp,elg~~~rl\1. ,s~)b!qfti,"lI!!lli)\ I 
c~ja~~cJt?,~lf~ff,Jt~~, fif~ ,,"jV~ Wi!~. ~Q~ntutl>J<th!l1 fiC?rnpal1a,t,i¥fll\r"Widespr~ad 
cP1 ~!xat,Wl;';· 9~" ~?~~?~" di.~f1!lI\'!!oH,~i tP'lq F.\l\lPtr",.,;)cP~t91\,:W~il the,ataple, 
flPr'ir -f?,fl ~,f(Sl~~~llll\"", II-[l~ ):pe, Ilpjm;i,ng .p~, ~al=n anQ, W~lINingi elf, cloth, 
'~;t~~ ~~~~ff~~,,?I),PWPI\li\'hHll~1 ~~, fi~llP,;tr)'!oj Qxd!l!aJ;Uy~ Jpcal prOdruCtiOIlJ 
o_J~<;~ t,9!1lIJW,e,t, tk~,p'~qrl,p:t;,~!l' ~ll~p,~\!=y,,anq, ,th~.~loth produced ,wasi 
II)P~ ~. r, I~?f~~mf~ 1 i~lJtP.!l, • lleill'I/-P<1w, }jI,oqp,p'rI wi,tllb! I thE! J;~gion .. ln these I 
.clj~~uffil~!1n~Tf''J~~~~n~llil;;9~Q.,C;110i9J, ~ ,I;qtt~n "'nQ, regional ~emaJld, foi I 
c,~tp I ~ftu~~d~~t,~r ,~jm~tinll"),~~to~,,9,Ji1 ,~~~ gr~W~h, pf, ,the weavingdn.e 
d~~trl" II?:. t~e, ~,~lH,9l].;,i'!PY' fi~iI-~O;r;q)~ tl!~!<1~I,elJ;eumst.ances! the ,demand" 
fO,~r,t~~.!Br9,~u,c;~t!W Rf ~~9,t:tl t!l~'ll~tPl~lk"P3' ,l1egioDljin!lJ!elised.,i it.wo~idI; 
+JI?,~,l~~~ i \~c~\ Ilmpuc;~o", ,p;£: C(l~OIl,il\ll~f ~VE!1l1 gillie, :rise, to' ,heed ,for" 
Imnorhnl!" of cotto,n -'rmn "'her r ... .,.;nnll~,)I. I.dl 'I'f,,):c;,f, lJi "',, 1i,1I;1" -d9'JJlu 7'{f!!lJu J 1'-::1fl/1 Jrr~ ,0 !j'orl"f •. '" . '. ". 
"~~ 'Y(m1~ a,I!I1~' J t¥-~ ,p.ux.iIlglltben 1~th. .century, IIUOO:, imp&rtationl 01:, 

c?HA¥'.~f,lI-m" ,p'e~!l~s~y,jJi1 WIIPi8.JTeaMI Bengal! and thl!! coasMl'districtif' 
o~ ~qJ1.,r~ the 1~_a!Hl"fot, rlIQtt9JlI im!ports- in; these> 'regions haSt!;;bE!:' 
rIlJti\~~ f,1;Ii~ft~ till t1!1l: /A-rgtt "Plll''1hIUll!S' of, Bluth ifot, export' by' agetltll !of I 
fY,WA~Jf\I;Wi~I,;rAEl~e ill !i~~1e,lWjdelllll!, 'at,thiB"timoj'o1! anY' lIirge' 
lo~~,jd~til-l!fI~ ,P;iffi~l ~J.W1!J tlle')~Ulltry ,i'll!'!lIl"llinary "types" of ielotW,I! 
All:-1,np1,~rt~l!:~fl, ~IL c.1¢h1 ,wss" the:q r.o.ntined> :to, liighlY" superior '~atii!lJ: 

.J,ilt;,id'"I':PP.lf207-40B.lhirb, ,;",;""Jf 'tl) ·~·.I!~~t',f 'Jdt .· ... \\\,\\\·,n\\\ \l"',I,I,.,'\')11 'II.. 



ties!' This' 'WAs' I'llXiii!:!, j ttlidllj 'Jbf' perhAps '1.bIgh"'VaJu~,Ubutl Idf!' Umifed 
pllysKlaI Wlumej IStlchJ tr~eW0uld 'DollgreQtlY' ii\tl~asei thij 'Jdettla'tld' fo't 
cot>ten".i1rom' the' tndustry <lJf lallltJJrllgion:)'llil waiJ lUll!' 'gt~aN!tJ Jinetease'd 
bulk fdemandtior' exPorl!Sfrjn"the'l!iuI&'llft t'he 1BEitigat tiM'tllilrl.A!hlJliri 
industries which made the' 100csllmppl,; fO:f!ft:Otti:Jrl' iri.l!ul!i.ctl!t1t ~ipmeil' 
easen;wdlled ~~'theHneedli fOl"'IMllOliil'tiOl'l.k'l!"l ,)(0 '10 InIJ""')/! eidT 

rl')Another'importat/t <iegwn:lwhere:there'llli>pm+lid'id>t!quar!pres~ 
bV Idemand.,fOP'Il\o\:h:J frbmi-iforeigtietS! :wai! "Gdj I!.til.t! I 'IIbiwliVe¥, 'iWJ ~lI:li! 
castlf ~he 'possibility ''Gfi' t~e) in~~lliri ,.~: pr6d\ictfon1,lo~('~ottb~;-:a'Rl 
pears; 'to- ;have-beenl 'COIlSlderable'IlTid), th~fore'i Mle 'il\.butihngl 'd'bManli 
for' ekith' expOrts did' IrotereSul~ <in' II "demand ;-fbr'}thenfin'i>\>t~' O'(lc~ffi,~ 
in.to-Gqjarat?J1Hl !J;Tgim ·.liH'J;":-J~.f1J;I k'.J:.llfH!%ffJU')"!i') Ihll:'-. III .:.:1"joqmi "I,d 

j, ,CottOl1,appearli'itO be ithe "jonWIUrtilortatiiPexaftii?'Ie'O'l'!1i ,'StlipjEi'la~fiill 
llultural'lproduotuenterifuli"im!Tint@ttallift'lIoo')ovi!r110'iig 'ilistiiii&s 'tIl 
the middle of the 18th century. However, w~f1JiiiVe'3Jlttte~illi\iwr~d'g'J 
of.eiI:her the'whnnenoHhisJ;tradl!l~r¥tsellijiiset'iUeiiceW\f 'iJ.W, 'On lthe 
e!lwiOmt: oii tholie,;tilgiotiSi'{l'otnClWhioh 1!Oft61t1'Was 'eltPortE!d! he''t¥al!~ 
m.(lottolll, 'inA4is.casejl(Plonldt 'l'e'Preiientl ~'t'fpe"'bf 'lhris~cii8n" ~ld1Jf': 
i~ ~sstlfOtially',iiniin the< expOl'~ ''0f'Jagtlk1ltttira'llpttid\ic~oiil:lIleHa.k~W 
f'll1')iJthe 'I.S&tisfactitm>'IGf>etI1e> :t'e~i!i\u\nietnai1a!. gaH1?fYi1\,&,nthelJllJC~(Wf 
dem!1~~' £01"1 ,cottomrwould>>involVg> ~oJjje~ ,gueJi'!I;1~ lo~' 'e:k))ii~s!~d: 61 
lUrea.'!' ,11lnder, criil'lIilel'eial11crbPIIII 6fH ti'il.ding rill ~fiI1 f!nat\cIW~ </;\ ilill~ 
el1o'p~ ,and, llhefim~Q,uctjoh' tbr<IUtII 'thel!li ~of'ffie Ittac;ler 'linq' tli'~ m\J'rt~y.? 
~ndeli.m1D; cthecltUl7III 1 ecoll0m\Vr'lii' '!ihel.'t;l'h'ifif\ytfurd' 'lgil(ft~ I rl!6rrin'tef~ 
ciaJisation of agriculture whic11lWlmll'f ~ ale"~~~€t/rsilt' o~' t'iiJ'hibW'h' 
pnMej, ,InfoarlnatioJr OK' ~r8de "itt' cotirorit 'dlirlW>ilils' 'lI~fto~:' ~ ""silan'X,. 
U:~]IV~!leJ:.".in I;euitiom ito ilnrllgli;l wherl!; 'tlI\!' 'ti¥cilil~mlf ~6'Uiit fit $\'niilar q 
ql1~are;BomeWhaba1nple'r aM'ID\ow ithilfJffle'l'ntr'dd'Ue"fiSn ~hd Iii 'l:!i\ ~ 
llsllmellt oli &1 COll'ltttili'{!\Bl"~rdtfIJJiKJ ilffiaii'& 1 in'" i~ II ~~~~l 'J~tioffu.~Jw 
trading and,ftnanclat'praeti~{ls \vlllcfij~~re'S'fi!jlfiri"i(h~i "1~ "l "~1' .. 1I, I 
ini theJJOgem!ra:1 1 cO'mn1i!relaJisai:lim "ofl r~'J.\i!~ftl(Jf~ fiBI~~ 7~1' ~e"l\~I1~ 
century.- ,'c1lJ1Il'l') rll>sr 9i1'i'J" ,;I"'>lfll ',d~ ~)~, 17~" -

The main points emphasized 80', l€ar',are:.iieIf>SidticietleY' 'Of 'lli8'rhraP 
e~3no~fr rf~, ~~~~,:8~ IF~~!ilJli.jI~p~1M 1~lIne""f&)JdlpWl MusutpJlus 
atq':~ I~f~t'fR~?WmH'ffl ~fl, ,~!1'Y~l!lltrlllill and,Ithe, ~(leptiOlla:1 Ibliliral!tek" °t rWe'l";a ,~) ~~! ~Ij~~ 1P'J;!l4W;~ ~,.illdi~ aIwi cottl.mli w~ Diay al!!& '1iIlHP 
t l'~ ,~RlPq~riill,yft ~~VRr.~ m; ll;lje',"r~n,jinancingoandl '!lie'J t¥adfiilfsY~!: 

.. ';0- 'h.l m' d'- ~~~ "t,P7 "'U"'i"'\ r11~ [ ~111 "nj'wll >,o"j"",", "ll'[.Jlfll ell 
-11'", • "''' ."u ... ",,6''8 "ayana: m die eaI'jy l'7tli' centu~¥! wi~h th~ DPAoH 

o~ CIMkil'. '.''''''ll''''''~S aglUI1. 'st 1i1~ ItI.'illJ.slhn:hrioiitiis 'iI~'ro't. 'M,','d f~l;;di,;"'1~·. '.?'~e'?~1'r, 
t." ~~:I,~ IIWrf~'i 'iIM,ffA~1\ ~ff !P~sall1J;~ll':d"t'tlif"'cI''11idlllr'w.r'l~~'tl) U'CIi~~~~~~ 
d"~~~lb'f.g; ':"H?ltl?I!S ,'fI" ~/ll1'!>'1f, iII,,~I\OAI ",,*,8')die,.ldi/sJtetl'~'cIf"lh~' alii~"~~l! I 
bee, tll, thj,!. gr~l\t ,a~v~,~t~Wi ~~((t\'" 1"~I~iN~1l't 'il!i¥t, h.,\,; jio; ,take f.tI!\I aiI .. .ilieeJ iii [ 
thO '~~etli/k' o't ~~t~ coconut and pepper. D, H. Buchanan, De 10 .n~ of 
Ca~,t~'f.I,!nf,~r~""'(1Jdfi<,.~4;"Pp."'OI,,anli 4i5:'~ ,1"".r"f,lcYf1Jl"·, .. ' 
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tern from the rural economy. To the extent that urban influences were 
important in the countryside these were through the state and the 
revenue authorities; therefore, contacts with the rural economy were 
established with trading or financing communities chiefly when any 
of these undertook the "farming" of revenue. . 

This account of the rural economy has to be completed by reference 
to the risk and incidence of crop failures. To the extent to which 
regions were landlocked and export of agricultural products was not 
possible for them the cost and difficulty of import was also great. 
Therefore, for the larger part of the country a serious crop failure 
could result in physical shortages of supplies which could not be met 
by imports. In such circumstances large-scale migrations of persons 
and cattle followed any serious failure of rains and a succession of 
bad harvests could have a crippling effect on the economy of a tract 
for a whole generation." 

It is true that from times immemorial the maintenance and ex
tension of irrigation works was a responsibility attached to the King 
and the administration. and in times of comparative peace this was 
always attended to. In fact,. the usual good acts attributed to a King 
included, among other things, extension of sources of water supply 
and irrigation. However, such extension could be undertaken only 
fitfully and by a few. On the other hand, the periodic unsettlement 
caused by wars, pestilence and famines led to frequent non-repair, 
disuse and disrepair of means of irrigation, so that the net advanee 
in any period was not likely to be great. 

The countryside, and In particular agriculture, were thus not in a 
position to. make any substantial contribution, in 1750, towards the 
growth of modern business in India. All the elements which 
had the opportunities, the ahility and the resources to do this be
longed to the urban sector. It is thus necessary to present at this 
stage some salient facts relating to cities, trade and trade routes in 
India towards the middle of the 18th century. 

3. Urbanisation and the Size of Cities 
It would appear probable that the extent of urbanisation in India 

about 1750 was comparable to that of England, France and Italy. It is, 
however, not possible to adduce firm statistical evidence for this 
statement. We have no estimates of the population of India or any of 
its major regions during the 18th century. We do not even have reli
able figures relating to the size of individual cities. Detailed exami· 
nation of contemporary records regarding the number of houses, etc. 
in Poona led to estimating the population of that city at about 40,000 
in 1760; it had reached over 100,000 before the end of the century. 

• See W. H. Moreland, From Akbar to Aurangzeb, Chap. VII, pp. 205-220. 
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At the beginning of the 18th century, Poona probably could not have 
contained more than 10,000 persons. These figures indicate the growth 
of a city which during the 18th century rose very rapidly to great 
political importance, but was not originally, and did not become in 
the process of growth, an important industrial or commereial centre.· 

Figures relating to most other cities are based on reported estimates 
of contemporaries, and wherever there is more than one estimate, 
they usually seem to differ widely! It is, however, clear that Euro
pean travellers were greatly impressed by the populousness of Indian 
cities at this time. It is well known that Clive considered Murshidabad 
of his time as comparable with London. Great changes would take 
place in the fortunes and consequently of populations of individual 
rities within a matter of few years. Delhi ,for example, suffered rapid 
decline during the first half of the 18th century and the Punjab towns 
passed through very troublous times. The changes in the fortunes of 
Indian cities in many parts of the country were also rapid during the 
latter half of the 18th century. We have almost no data for population 
of Indian cities during the 18th century and relatively little reliable 
information for even the first half of the 19th. 

Some idea of the size of the towns in early 19th century may be 
gathered. from the data collected and set down presumably from the 
mos't authentic and contemporary records in a publication like Thorn
ton's Gazetteer." This gives the most reliable available estimates, 
usually for some years between 1800-1840. We may first cite the data 
for cities which may be presumed to have suffered decline in popu
lation since 1750. l'hey are Dacca, 100,000 (round about 1814), Mur
shidabad 152,000 (1830), Agra 75,000 (1840), Palna 300,000 (early 
19th century), Nagpur 110,000 (1840), Tanjore 80,000 (1840). In 
the case of all these cities, there had been some decline in political and 
economic importance during the preceding' half century or more. The 

• D. R. Gadgil, Poona: A Socio-eeonomic Survel/, 1952, Chap. III. 
T The careful account of early population estimates contained in the Gazetteer 

of Bombay City (1909) illustrated the nature of the data for a city for which 
they are unusually plentiful. For the century before 1760, we have the following 
important estimate.: 60,000 (1670); 16,000 (1715) and 70,000 (1744). For 1764, 
we have two widely differing estimates (140,000 and 60,000) which are both held 
unreliable. For the first quarter of the 19th century, general censuses put the 
popu'ation at about 200,000. Rough counts in 1846 and 1864 give figures of 666,000 
and 784.000 .... pectively, while the censuses of 1872 and 1881 put the population 
at 644.000 and 773.000 respectively. In common with many other places, the counto 
in the decades. preceding the regular census, appear, as compared with its results, 
to be over-estImates. 

SA gazetteer of the territories under the government of the East India Com
pany and of the native states on the continent of India, compiled by the authority 
of the Hon. Court of Directors and chiefly from documents in their possession 
by Edward Thornton in four volumes, 1854. 



.fim1I:es.,hp~e\je~j,d!PIPt ~oo.bl~ lUI' to.llS!ima1l!hoWI .lal."g'lI .the ,citieS. had 
~n-,i,tI·Jlii5O'.,;4lr, J!l.ven,tq,.elStim!\tj! their ,r~at1w 'ra.nkiD~. (For! ,example, 
Jlae9.K~) iMurQhida~,alld .l'atD#' ,had: /1111 bell]l 1l!l~ibed, .a~! very; large 
#1~,jn,;.th4a ,fir$~jhIlJIi iP~,l;hefJl~th, cllntury., All. ihad"declil\ecl co~idel1-
'iW1)1, g..ft~iJrTJ)Oi,,blJt·,it ilii 'Ukll!:V" that. Mllrlil!i!l~b~d~d~ l?acqa,.d~/ined 
;IDijllh,m9I!iM'IIPi4I~,~,fllf:;I!~'?',i , i" '(',n 1'.le.'m ,,' """ 11;1,'0'1 ", 'I' ,,',: 
,'J1M; JlIlJimaterm,j1;he,populatio/l,I>! $uril:t~!tlJ~.latte~ paJ!, ,of .tb,\l,~8tJ;1 
4enhtrY"P\lt~,,itJ'Jl~p,bCJ\I); ,ij09"PQ9· ,It :lI1l'-Y· ~e"H~,t~1\ t1!!lt}~arI1IlElrs; ;J;"~
lJIOittll ]Of·, thelWil '~1/twM,lJllI1qrj\l~.b.qtll i~ufflt :!I:n,d:fobl,nedaba~~ ,Xery 
large, ilitiesJ~tb,ppPlllatiql,l~ljsijl1!lat!l4, M,pil ~illW"l ;ea<;1I1IFtY"n '\! P\es~ 
<figUres ,are hea,:vjJYfdi!!MWJbi4..llilflP~,qq 9;f.p"~cl,il:l\l, ~ne~, a Pflak j;~ th~ 
Ill7l1hio:I'J,eailly i1.Stblllle~Uryj .11alll ;to ,Ji¥! .. po,s~I!!t~d,~ffi'1 ,bq~ Ahmedabad 
IandSlm.tJlThe·figUWI,cjtIlQ ~~ould ~plY. t,hat,,!4e, ~f;1in~ ~.;th~ 
'POliulafilim ,JibO r!1Irllde of lJAhm~pad! IhllP j ta¥en. place ,clji~~y. ,~lor~ 
11780rlUln! Ihati the .pOllitill~ ~IIP ,~ipqlll ll~~: !\tjlhiljllt1d. ,;rhe, ,dec/fne . of 
iIfl~boru the othell,handl'all~I\l'II,tP; h.:/,'Vei takllP, pla~~ ~i~;Y.llftet: ,17~q. 
l111ielfo~mantsj, oli, ~flP~pul!\ijoJII,o;f/·,~lw" ,<;i#\III1 Kl~ .~ variety .. of 
fubtdm. -Mirtzapuril $hiCbnill'i1SA!bij! Jil.~rj~ct~, ,the,gr~testi /rQtt\>p 
market in India, had at.,ther time'J 41JlP'PUJa,ljO!H p~, ~I\4',,~O,OOO.'n'Ulere 
llPPlW' two Iimportant',old·,citieli[(w..iwlw/l~J~IIjI~ tb,1! Ilec/,im~, Pllc<wse 
'Ilf1 aontJi!n~cL:;polit;iCllIJland, qthellnimPlIl",tlm,CI! '~~i)thll! c,iije~, may I not 
.rurveTaken pbitlllJllrfIml)1 ~QUllWe ;1leelUDl\r)£IIIl,;, ,!lI1l, illitjes. Q.f ;Uydera.
;had;J8nlbLuIlkrtQw./;a~lcrMitElQ"witl\fll popull¥jp", in, 18~O ,~ aool.lt 
.20.11)0.00 and BOo.O.ollrJl"l!$pe!lth:~)OH[ [I')'m",,1 ",·":'I·f"r;'.~ 'I"! """" , 
-Ul\l':qiftlaooouro!-ofJ:lnQialJ qiliell JJlI~,,~, ,sllJPplemel\~, iby;, ~peci,al ,fllil!
.rente.tQ dtiesl.tb.a.t a,l/ose,direlrt!/{: qs .the ~ql.t ,of ~ aetiyitiel!,of ;Eur~ 
1l~. <Mn$t Ipf"tbMll .4acil~~()pJ;igil1s·i~:.grantl! [Of ,landI!, PI! .~l1ages 
obtain~ IfrotnJa.iP.J"i~pej,P!ll1 \oeql;~l1ie£ ,v,:h!!fe ,thA! ;Elll'opl!Q ,Company 
fifatibu.!l!;some Kasldene#II,and·;warebolllles,j whieh, it. US\lally. pro~l!ed 
!l:d1'o"ti£)fl ThecIiCtivipEl$lj/f tlle!,Ell.FPpe.lIll 1',rad!lrs ,wefEl,initially, ~tl!d 
in existing r¥PI1~.'1tnt.!qnV~~, 9' tra~~ .~)nCalicut, ~'1r~t, Tl\tt~, Agra, 
~l!,t,1l!k+'4i¥!i4iIW.H''!lr;et<;.,.',t;'~!l ~!llilll,fp'~ ,fI~ ip.dependent !!s~bj.isl;1ment of 
jf.1\.i()W,\}l w~IQ ari~ @il!lIy"jn)·~!!as"whe,rIM!itbel! tberewas no large 
~eentration tOf 'aetivJ;tyilll"panicular .places gr. iWbe,re . for any 'reason 
·fheseJIiad 'l!ecomel·\'insuitalile} Th~'southerir part of tb~ CorOltlandel 
lcb~sfJllita' the ilieltli"Il'f' 'the ' 'G'inges 'appear 1:b -have invited settlements 
~l1,~!if~~ilr:9~,s"U.c,P;:*IlM~Wi,:ts>;watd$ thee~4o~"the 17th ~entury. In 
J'A'M',r.Xrallg~l\~ [~agapataJII,.,l'ondic~rry, ~nd , .Madras, had .been 
;(ll"/ilateQ, respell/:iw,e,ly 1J:vthe; Danes,. Dl1tch;French and English on the 
OllromJlliuielucOastl land- ,Calcl1tta,"Serampore and "Chandranagore by 
the English, Danes and French in the Hoog'hly area. The 'estabIishn;Jent 
'of :an-fuM·J' hit full btlier'll;;.,,t' 'P,p" pears )DOre IilI the'result of Ii.. rustori" '!~,;)rrli:'" ,.,.r"·I'-~·J,," iI''ri.','1 .I::r r~;,!", ,- " , .. ", / ",,:,., " '. 
1i.'M,If~-IfI,!Ie,l\t, p~, ~J~,\Jl:'Plm~,roy,~l ma,rrjagE\ sElttjement, than, that; of 
geographical situation or need . .lG~I _;cJ:rFI''1'/ '1)','1 III {! ':,""',IT ~'-JWflV'1 '<,I 
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In ~I aJlIIeJ)C~qQt ,,~g!l !IlIltllpli,'lh~j ClllntJ:e.s"'ll1-diJ1nseW,~d,j:p~diJ;io", 
,mlc/bli Jleigb.bqurlng ,.cOllntJiIf I ,bo!h.(f~isted, b/.i I t.qel,SQ\l!:JIr tGp.rQWWII). 
.-iII: 'JI.r&jlrl'o ~he.sell\l'aJl)<a.ls!l[M<l!l\'l, tbei Aml19X~~p~taI!~qr cA~ }tw ~"it
;a~ilitf bf .thisi iioaSli,fol1rtJradlt :f,wrthe.l'lltlllYa!'d~, ~h" ~~ti: J,Jil:;th" !CIl11qury 
'PNceedilig d1760;;tnt. )gr!l~tbt iilf9!1etj~~i1(~J; ,~wope"n, )~pp1p!\lli,~ "JI.,I¥.l 
IImdecs h:tr theSoJttheasl! 1AIlill/ ~lld ,Gltil1l1, pja!fe !~lI-dPR\!l/, ,ve~fi~pl).~~~~~i 
IabI.e ,aruhll lladrblien tbl!,.~oJlolthJ Qf, ,thei);, r~'Va)ry ,in! ~I,le, ,ifl!-41l. ~ l~t!tti,07). 
'f,)Il' tthe> COl'J:)mandelt )~j('WIIS,), i.n,Ipor~t W. 'It~e,s7 ; f!ompap.i~I~, [ ~, 
mase Joff alltiWtie& )ill> tb.iII i)ljaf. 'lffiduSqU!4 Mill ifll!p'91!" 'fPe, ~!llilli lqr-ra 
'lientre,mit~HpogbiIYJJ"Elgw~ IlJiqstllllh.ie:\llfJo~~~J~~ :r;!lpj~; i~~r,~I~~ 
'Yolume,!&D.hvalu~,pf)!the;Jradl!;;o4iJ~~tefill-J",di .... " '''C! Ir"" ''''U'' "iC II 
'J rf IWhile1 the ,-oIliig:bmlotlsta.Ql~t§ 9~ ']'\:l).!!; ;S~~\!W,f1I).Jsr! l% Ew\lP~iW' 
JtllrtlI-f:{niktS i Qn-J thel:Sollt/:l(rO<lr,9lP~AAI ,~Ij.I!~,js,)tp;,~; ,~ib,a~~,d,-!!RI J~ 
meeds'I!tf, ;thain; tr~jhlj';I'h~ Igr.~,wtht, I>~ r ij).~e ,~l'\t"b~isl!tnllntli\ dmpell:!l~ ,til 
.have" been nille, IIhilll\y>tl! Jli!! .gr~t~y; 1MlSe~~ ic~nd~tillll' i,l)., ~ill [p~~ 
.0/l ,~!! [1\QU$tr~. b'JjbelJal!$~ej ,qf"Q.,§trong [;rJ.Jie~ ~nll:p)eRl ljh!!rlEJlI~P~" 
/0(jIJIJn~nif/j! t ta' Illlmhli&}i .I.u,lly ,fo,fl;ililld:! town,sJ ~~t ~<Il1,ti.nJlOWlI ,'ms!!~I~ 
·~nt,b" .. eighbolll1ingr/lll!g'jQl\lIl ~.trll:ct~d J t~ ,tl!e~ ~llt;r!!§ ~lI'~ tW1!p,~rjl 
1):11, ,IlIilial\ ,~r!j.d~l\;olWlisan~1 J~ql G'!'!ljl/, tl1f:;1l1 )Qff.II!1Ii, -9::f, tJ!.i!li: <joI\ilPiWlti!1' 
1)~~l!liJ!dUl!ll!tI1DC(¥IIt:W3S1 ,I!~llb )'t~TiIl,,'11~O'1 iP.p,p.<liyJwrl!}f, ,flIII.Q i ¥lI,qfll~ 
IWInlIJll,;aPPilafl )il!omllllJ:l ~<lO\lntq, ,tpnl1l1,'!'!e I~~ ;~mol1g) the"IaJ;gellJ:.;pf 
~,tpdian"riJ:ieJl.tl AwUhis ,WIIIIl i9.J/spit,e,~ t!lll$/!.C/i, I;ha~ itltey )Jail 
;PAt rl:lfo!l1Pmill ~mp~f~nklll~Jl~ffli \}IN-nY rfll-j:'tj~al1 ~~ JO~h~ l,i;qll~Wl ~P.4 
~lJ!\t AA,cwll!lj~~f!;~ ~!lq,;;iljlf!\~i!1l!ltura.J, 19rT o~er ,pro,~u~ 9.r.iJgi~W!I 
~'t~he.ifj lJintfrl&rd,t Pl~ '1l\'rima~ (l,fl i~'r~<,JPf.I)at:io~',flI ,M/lw.:a~,-Mjl 
il.Qm~w.lvft C)w,fiif~t ;tPf.YI~P~ej:, ,;fh..E\ ,t;~mI"o{J I~~'n g/l:V~ ~e !F.~ty I.t 
~pl?,\W1lj.m ';;PIfl~lY-lmf, ~~S\\ ,t~lJr,4,~%qoq 9'1'11~ 'I~~t,¥ JJl~~l itMttll1,,~y,~r 
-W!t~1ffi4rll't"e1\~I!~r Wi JPt-~~t,~: 1~!lrtu,P:' I fie l~n1:llip1e,~l!t,~WI-" ,W 'l.~~~, :~,'~ 
turned . .10.000 and In 186/, 46v,OOO, For 1t6iS, t \ll-'e.i~,'J'+,?~tlWBr~~f>J 
,~~etm!\I10r" ftll~ ~9;rp~)~~~r)s ~,~t~~ },fl.7~Q'~~,0'J 171~e J~~4 f111~¥q"lf'h
!!Jt"le~d~l>h~t;~~ j~~e,~~tyeji,f1vo'~o'~ol ~~ It¥lE50Po'~I~a~~J i Ill! ~j}~I~ IlC!%;~f~Th'rPf' 
liKe y to ave ""en auout'3 ,vv In 1'/ an mlS wou Q p ace It In e 
'clasS ofd(:he' ~argest 'of"lhdian,cities' ",' " ,,,,,,',,,',,,'/,,,,,,,,fl ,I. '" 

"'Ca!cutfar, \Vas'! ret~kolIed! 'td" nave a/' populatioli "of! aoouf' 10,oo~ to 
:'i:l;~~,o~ 1~':' 1?lQ.' f(IP'~,1t:rap'i~lr 'in t~e 'l~t}i:: ci~w.'rY.'1 ~~S'~ef~I~~,:aft,{r 
;$,If,x!,~t~r~, 1/.~,l?!a~SIlY;,1P,;t;7,61·o! Th!l ,numbel-', ~f Its, Inhabitants)!)., ~82~, 
,was",It<nV!llVe,\',;'!;J,pt !lSt.lmated /l.t, m\ll!h ,higher ,\fuln 200,000. ,!tis, ,there
,fore~:likeIYi.that ,its,)IloptilatioD' was', aboutilOO,()OO, ,in,':1 750~ , The esti
lmatesl'rE!garding" Bombay IClty"ha'lie'beert set Oiit 'MloJiElr!;' " I ,,1;" "'"I''' 
f«"lql{JUdlln h'l':J;')';'IJfJ 'l,'lH 'j!!', 'l(~,,:t "ij. ",,", "I.!".:",., 't ')~!I "'f "J",~ ,d "/,I<:r;"1 

,4."",T..,llile,ilDuteB ;lI,nd"TmQding<Regi01lliI; "\ / , I, ",;1 '", 

"f I r JWe')mayl"~~~t re"fe~r'bti~~y to ~ad~' !~o'bt"e~J irul\~e "t~a:~g";,;~gtp~ 
',01 .... 1!"r€violJ.'I tb tIi.¥ wa~':bt;1 ~7&6; "poil.dleheh-Y '~as 'peHlapli: the 'llnest' ,i';;ty' in 
India." Rennel, Memoir 0' a Map 0' HindooBtan, 1788,'lIp. 198-9. ",10 '"r"I, 102 
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It is necessary to emphasize in this context the comparative lack of 
stability in the total politico-economic situation which makes it impos. 
sible to give a description that would hold good for any length of time. 

The possibilities of large changes in fortunes of cities and trades 
may be illustrated by reference to the situation of Sind' in the middle 
of the 18th century. Right up to the end of the 17th century we find 
all European travellers writing about the great volume of trade and 
shipping of the city of Tatta and it is obvious that in the 17th century 
Tatta was a centre not only of considerable entreport trade but also 
of a large artisan industry. It is true that even at this time Sind trade 
was important not only for itself but also as one of the channels for 
the trade with central Asia. The agencies and connecting links on the 
Indian side of this trade were in West Punjab and North Sind. Multan 
in the Punjab and the three towns of Bukkur, Sukkur and Rohree (in 
Sind) were the most important of such centres in the 17th century. 
The first half of the 18th century, because of disturbed political condi. 
tions and other reasons, brought about a large change. Tatta declined 
fairly rapidly and the connecting links in North Sind were no longer 
the ·three cities mentioned above. Shikarpur rises into prominence 
after 1750 and takes their place. The political changes also brought 
about a great diminution in the importance of Sind trade in itself and 
this diminution lasted for a long time. For we find Burnes emphati. 
cally recording in 1885 that what was important was not trade on the 
Indus but trade by the Indus.10 Through all the unsettled times and 
through the period of declining economic activity in Sind the part 
played by Sind Hindu merchants in Central Asian trade remained 
important and Shikarpur after 1750 was an important centre not so 
much of commerce as of finance connected with trade "from Astra. 
khan to Calcutta."u 

The main trade artery of Sind was of course the Indus, used for 
the trade not only with Kabul and Kandhar but also for the trade with 

10 J. Burnes, Narrative of a visit t. cou .. t 0' Shi,.,u" 1839. (With a sketch 
of the History of Cutch and an appendix.) Appendix No. II, pp. 18-19 (Practical 
Notes on the trade to the Indus and the navigation of that river, by Sir Alexander 
Burnes). flIt appears that there is much error abroad regarding the trade on 
the Indus. Enterprise will doubtless do much to create and improve commerce; 
but, for the present, it is a trade by the Indus and not on the Indus. It is, in fact, 
a transit trade to western and central Asia; a line, however, which ought to 
supersede that by Sonmeeanee to Candahar, and by Bownugger to Pallee and 
Upper India. If the mercantile community hope for any increased consumption 
of British goods in Sixde itself, they will be disappointed; the time may come, 
but at present, the bulk of the people are miserably poor, and there are reaUy 
no purchasers." 

11 Ibid. Appendix IlIon the Commerce of Shikarpoor and Upper Sinde, by 
Sir Alexander Burne., p. 23. 
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the Punjab and North India. However, there were also important 
land routes through which a certain amount of trade always flowed. 
There was the route from Hyderabad to Agra via Pallee and Ajmer 
and also that connecting Agra and Ajmer with cities of Sind via 
J aisalmer. 

The first half of the 18th century was a greatly disturbed period 
for most of the Punjab. The invasioIlB from across the border, the 
rise of Sikhs, their attempted persecution and their ultimate triumph 
were important happenings which kept the Punjab in a highly un
settled state for many decades. The result for trade, especially through 
trade, was very bad. Because of frequent interruptions and the dangers 
involved, traders tried to avoid the established Punjab routes and 
trade was said to be diverted by routes either farther north through 
mountainous country or further south through Rajasthan. In the un· 
disturbed times Lahore had been recognised always as an important 
focus of international trade from which, through Sirhind, trade routes 
carne down to De~i or Agra or were led through Sahranpur to Luck-
now and Ouae. . 

The political disturbances in which Lahore was involved during 
the first half of the 18th century were also more or less largely ex
perienced by Delhi itself. Agra was relatively free of these distur
bances and continued to enjoy the advantage of its geographical posi
tion. Agra was the converging point of routes from the West (Sind 
and Rajaputana), the North (Delhi and the Punjab), the East (Oude, 
Bihar and Bengal) and the South (Central India and Malwa). Agra 
was also a point up to which there was possibility of transporting 
goods by water from the East during at least some months in the year. 
It thus constituted an important terminal point of internal water 
transport in the valleys of the Ganges and Jamna. 

Bengal, Bihar and Oude may be considered as forming together at 
this time essentially one trading area, the main connecting link of this 
area being the vital internal water transportation of the Ganges and 
its tributaries. This formed a very large trading area and by far the 
most active region at this time. Because of the facility of water trans
port the volume of internal trade was large and on account of the 
same factor seaborne trade or foreign trade could affect substantial 
sections of the internal economy also. It was supposed th~t 
this inland navigation gave constant employment to 30,000 boatmen" 
during the latter half of the 18th century. 

We have no detailed information relating to internal trade such as 
could give us an idea of the volume of trade or its growth. However, 
date regarding external trade may furnish some indicatioIlB in this 

,. J. Rennel, Memoirs 0/ A Map of Hindoostan, p. 255. 



regarm;.llt has Ibeen,estiIHfed, that during .the JfillSthalf kif ,the ~ighteentla 
aentutw ,il;lJpO~ts" lintj) Greall, Britain: Ifrom: Indiar illqN~edc.llll~e I:han 
twof0ldHn ,bOth'lvaluenalld Cil;uanti.'~",lI'h1{ ratelof, ~wlh was ,paIfi~ 
culaNyi :raPid m Itherbpeningr IlIlecades ; J1I,fter 1735"illlllillwed idown a.n<l, 
in particular years, even suffered a setback on account of, 'lIli!\tI\r~4 
politiqal ,collditibns, lin Il~rts of .the. 'coUJItryJ.1 :.A:m5lng"lth~ rlI!dian ;i~pprts 
'into ,Glint iBvitain;,raw s1lk,lsilk,goods iandJlaltp~tJre l\V~e ~ai;:nl.v, ifl'PIll 
iElist IIndiaJand :IIiIlOO:npol:1tant~al1t-:.of :thll elotllreJlPOl\tlM'Ie,l'el alsP'~awu 
1irOlI\' 1iIhis, !region.llAllr theserl!hol'le:d rlarge aJlQ ;sustained: lI1lowth, during 
lIltel 'halJ.f.dentury,·j 'l'he:Tate· loti ancreasl! ,of i ;(orlligljllimpol:ts, !mtq,I~dil1. 
'Was' Illbbl8rgell .than" that; pf lellPflJ;1i!I 'P\lJj"pt,)lndi!l!",aI)d,,~Iw,.,j.~llq~~!l 
om ,bullion'dnto i,Ludialior,finaneingl PllrchlloStllll oJli ;\qqal,pl(Qliucti91lr ~j!,1l1;1J 
~G ilI.!I\W irttteasedr~ar.f PM8u.)withlthe'incl;~lIse,i:n the ,vPluw!! Af,~l1.~!!'11r 
These ,developments \trull!tl.ha~ Jiad" iJill,p()f~nt, ,effeG~\\ I pp" tp,~ ,i!lffimw 
eoonomyu Andlbotboh: licoou!lt)~ its,larg!!{ shlll.'''lInd",jt, ~Q~llar .. -
'tivlll:9' 'gl'eateigfl mterrr!lilli ~ntilgr~on, rrJ:hlll .J'!l~I/.lt!l!" Ms ! J!;\lllltiqnl "t()II,th~ 
~dnGmy 'of ahe' iBei'lghlland IBih'atrll1egij)n,m~t 'Ju!Vi~,P~e.tIJ plI):',QCula,r).f 
notable. Contemporary records of the striking devEllOPJl¥l~tlJpf"f;r:E!
l:lOialCes lof'tlldian-lnml!iersi:id B[har,'and Bengal',anll'rtlfelj\lI/.CEls ,tll'[ris
itlgpricasi af 'commoditieeemight! ~E\I!"haps) be I Je!7idenQell w~ rlthe,,'llrP!!r 
1iel'itY) andritM,jncreasihw !teinpo-.ofl econilrniU .aetiv~J!'1 tfoll~Vf~ng,,~'r(!Jl 
the'larget' :commodity 'lexportslaIid; bllillioni,limpQIltsHJI ;1,,, "J 1>" n "I"f! "" 
1>., Bengal' tiaddat 'th~Sl time '81 1M-get lIl~bel!:1)f!lllllal1,towll.lt Uke Ildllldll, 
.ItaIfgpurr,,('losslmbQzaM l».lithl a fnuIIiei!OUl3I body. :of 4n'tjsans.,' padh:liIlar,ly 
M'ffi>n a1id! silk Iwen ~S.r ThislL wa!! il111additlort lito I{he" ~arge I cities, aike 
Diieeil.\1 'MurisllidabiM' f iand'i the/growing! polrt t6W:1J;J olli, iClllouttalllRefe
i'ffic'e"hhs' ;~II"madl!"abbVl!,ltb: th'~ '!beglnnVnga' alldl linoteas6' ,bf' ,raw 
'cb~ton liriiport~ ltitd ':Bengal' 'fi'ortl clthei' 'partsJlof IIrldiBJ/'whieh' '\Vere 
obviously a consequl!hbe !Jllf the! ''Pressdre1, ot'irieteast!d 16eDlilttdlf for 
'C\<iti'J.1ln' '1'75(1,' 'fh'e'ln'ipdt'til 'llrird' Beti~ar wer4l 'ttfaiiny: 6!.': Gal ara'! 'cbfton 
'I:H.!ou~bt!fbjr'se~ttroifl')Stitat'. "or .W;'£I; ~lrlihl:·!t 'I!jfl ·~rl:;i~i!";":;'f) '1rnl1 ;odd' 

b rr The"eXjidrfSl ~t'hiil' ithliiifl fl'om f1Tt!'Hehga1-'BihAl' I ~real rwerl!'~hielly 
1I1gJi' itrade'l!b'ttOiFa:naJ rslik"elbth',4aw' 'silk lind '!ili1!:' 'Raw' silk IW~ sent 
ilaftW'D)rsehi)j Slil'it "ftJ." Gujlltat; ,'aM t'a~tlt thtoul\'lf'I'iIiriapilr 
'ahd 'IBenlirM'ifo nit'u*!{et~)>ritrltner/t6;!thej Niiflli! al:u1' Wes~) 'Bengal l S'a1t 
LW~fif ltd ''Biharl1 snli' ''Assiltlf:1Tlie i cO'ish"ilg' JlTii'de;)fchi~lIf iii' IEuro'tiean 
bilirtdJrwli/;' 1ft( gilliff, pJlse~"~iigar:r\i'liee~)spiees;'l!t~. irl' additidii'~o' the 
'D\.affjlftein~lJjhliica:teIfJabO*~:llfI') Ind>,f,") 'rr';~ '!I); '1",:;',·,:11 1.,,,,[,,; eir!l 

Gujarat has been since ani!i~'fJti!ifes 'P~thlipl! 't111i"hitist')~rbiiniii~d 
'I'eglow. of ri[/idi&l' 'Wltli Illrlt\!t: 'ill'ld 'ffitlte"clliiti'nuolls 'ebrltacts' 'With' {the 
(jl1fsflle' lirm'ld"tJil1Jf 'ilrl~ ahler. 'tn: 'Wil.1i 'Vet'i I chtl'VeIneiiHi :sita~teli' 'for 
;.:iril Hi 2.[loi1E"){IJf!i "ffllJ~ rf-.:iwlul "!J;rrr ,)III:.,-t I!:d'f':J!Z'-) "!JJiii'lI;""'n ,,:;;!, 

13 Balkrishna, Commercial Relations between Indi4 and England (1601-1757), 
Chapters VII and VIII,:(:~ .IJ .IUlh.tJ\\\'.tl·.\' \\- ',y\t L "I·, ~:I\"\\!"\i. ,hl1rl";}l .L -' 

,,' 
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Except for the rise of Indore as a new centre, no special feature of 
the trading situation appears noteworthy in Malwa and Central India. 
Rajasthan as a whole seems to have been less affected by disturbed 
conditions than Malwa and Central India. The older !Fading centres 
of Rajasthan (such as Pali, Jaisalmer, Jodhpur and Ajmer) seem to 
have retained all their early importance and rise and prosperity of 
Jaipur under Jai Singh in the first half of the 18th century seems 
indicative of comparatively settled conditions. This might have been 
in part the result of diversion of some through trade to the Rajaputana 
route because of the disturbance in the Punjab. 

Maharashtra, during the 18th century experienced some respite 
from the extremely troubled times of the 17th century. This was a 
period of comparative peace and prosperity for this region of India. 
Within the region two comparatively new cities (Poona and Nagpur) 
rose to considerable importance in the decades immediately after 
1750. N agpur, in the East of Maharashtra, developed because of its 
central position into an important trading' centre, being connected 
with routes in all directions except the Southeast which was largely 
tribal country. Nagpur became the centre of trade in raw cotton and 
also rosE.' npidly to importance as a ~eaving centre. Poona in the West 
grew in size and activity chiefly as a very influential political 
capital. Poona through its political relations became for some time 
an important centre of financial transactions, though not of trade 
or industry. 

The Maharashtra region had comparatively little share in external 
commerce. Its coastal strip (the Konkan) was cut off from the rest 
by a mountain barrier and the main region was thus landlocked. The 
coastal strip was narrow and infertile and was not noted for any 
special agricultural or industrial products. The Konkan contained a 
number of important but small ports, such as Chaul, Dabhol and 
Rajapur, but they were important only for the coasting trade and were 
chiefly ports of call and not important originating' centres of trade 
such as Surat or Goa, which lay respectively at the northern and 

'southern end of the Konkan. 
Hyderabad was at this time an important centrally situated place 

which was also the capital of a powerful and comparatively stable 
kingdom. Its trade was largely oriented towards Madras and Masali
patam. The Godavari River was an important channel of trade for a 
part of this Hyderabad territory and important supplies such as of 
timber came down to the Godavari from the region surrounding its 
banks. The region (called by Europeans at this time the northern Cir· 
cars) comprising in the main the deltas of the Godavari and Krishna, 
had a long coast line and a comparatively well developed system of 
internal water transport. Coastal trade and the operations of Euro-
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pean traders were, therefore, active in this region. It vied with Ben
gal and Gujarat in the reputation of the products of its looms and 
supplied a large share of the increasing volume of exports of cloth. 
This, as in Bengal, necessitated imports of raw cotton into the region 
which are much noticed in the British records towards the end of the 
century. 

The operations of modern Europeans in India began at the extreme 
South of the Indian Peninsula and thus the southernmost portions on 
both coasts had nUmerous points at which Europeans had stationed 
themselves. This was also an area in which (during the 17th and early 
18th centuries) the Europeans were not confronted with strong Indian 
powers. The most important European settlements were Pondicherry 
and Madras. Political conditions in the region were also unsettled 
and just before 1750 large parts of it had been involved in wars in 
which both the English and the French participated. The unsettled 
conditions in the South persisted almost tiIl1800, leading to agenerai 
decline in traping and other economic activities. Madras because of 
its protected position was an important centre in the coasting trade. 
It was also important centre of external commerce, especiaIly in rela
tion to the countries further to the east. The chief articles entering 
into_ t® trade on the Coromandel coast, in which Madras held a cen
tral position, were grains, cloth, cotton, indigo and pepper. 

Bangalore was the largest and most active centre of internal trade 
south of Hyderabad and in the region south of Madras, Tanjore was 
important. The Malabar coast containing such important portll as 
Cochin, CaIicut and Mangalore had been extremely active in foreign 
commerce since the advent of the Portuguese and the Dutch. However, 
unsettled conditions affected this coast also, and in the latter half of 
the 18th century economic activity was at a low ebb. There was con
siderable coastal trade between Surat, the Konkan ports and the Mala
bar coast, the imports into Malabar being chiefly grains, pulses and 
sugar, and the exports teak wood and coconut. 

5. The Business ComriluniJies and their Regional Distrihution 

In describing business activity in India in 1750 it is necessary to 
pay attention to the castes and communities engaged in it. The need 
arises out of characteristics of the traditional social structure of India. 
Indian society was divided into a number of sections each of which 
highly stratified. The society was divided, in the first instance, into 
regions and into religious groups such as Hindus, Muslims, etc. There 
was little mohility between these and no easy passage from one to 
anot~er, except in some eases by conversion. Within each section, 
particularly among the Hindus, there were further stratified divisions 
into caste and sub-caste groups which were fairly rigidly separated 
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fiIToltJ. eaoh other.i As'il',resuitJ the"ordinal'Y'lfraeHce lof; following ,the 
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q~b[ i:n,l."J,J.Jiljil~ ~uta\so,iD:JAfgh8nistan\,{fel1ti'aiI Asia.!,' etc:' Th~ XhMtis 
took a prominent part Bilsol'iJV IiberM"l>rofessi6haIlac!tivJiti~&'~ndto 
the extent that the Musli~ rulers \emplo,Ye<l,~mr)~iJ1.dus~,\a4111inisf; 
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operated. To the southwest (in Gujarat and Saurashtra) also there 
already existed highly organised expert business communities. 

Among the Indian business communities noticed by European 
travellers in the 17th century, there is little specific, reference to 
Banias from Rajasthan. Maharashtra, after Bihar and Central India, 
may have received these emigrants earliest, but in this region also 
there is little evidence of their presence before the 18th century. 
The dominance of the Gujarati Banias in Peshwa times in Poona and 
the evidence of the occupational and loeational distribution in 
the Poona city ward-list of 1820 suggest that the arrival of Mara
wadis (Rajasthan Banias) in any appreciable numbers in Poona city 
would have taken place only in the last quarter of the 18th century. 
The Bania communities from Rajasthan (later generally designated 
under the term Marwaris) may be said to have been the important 
business elements chiefly in U.P. and Bihar and Central India in 1750. 

Sikhs do not form a single community in the sense in which Hindu 
castes are separate communities. Sikhs have to be treated for most 
purposes as a separate section of the society having a structure some
what similar to that of the Hindus. Moreover, an important fea
ture that distinguished the Sikhs from Hindus was that the Sikhs 
were continuously receiving new converts into their ranks. In the con
text of our discussion the important point would thus be not whether 
a person was a Hindu or Sikh but whether he belonged to a trading 
community. In the earlier period of Sikhism, for example, the Khatris 
played a very important part and before Sikhism became a militant 
religion, Sikhs were reported to be important in trade, both internal 
and external. It is natural to assume that this was due to elements 
such as the Khatris among the Sikhs. The presence of Oomichand, 
described as a Sikh, in Calcutta has to be interpreted in the light of 
this. 

The position in Bengal is somewhat peculiar. There were in Bengal 
communities like the Subarna haniks, who traditionally specialised in 
trade and business and who eorresponded to the Banias in other re
gions. They do not, however, appear to have been important in Bengal 
banking or trade in 1750. In Bengal, in 1750, the situation appears 
already influenced in part by the advent of the British and other Euro
peans. An important indicator of this was the rise to importance of 
some elements in Indian society through association with Europeans. 
Here it is necessary to distinguish between relations of foreigners with 
Indians on the basis of businessmen to businessmen and relations of 
foreigners with Indians who acted agents of the foreigners. There is 
no reason, Qf course, why both these types of activities might not be 
undertaken by the same set of people. Indian businessmen, in a small 
way, could offer to act as agents of foreign business and thus secure 
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their own advance. This seems to have happened, for example, in 
Gujarat cities. While it would be possible for Indian communities 
already engaged in business to enter into transaction with foreigners, 
both on the basis of businessman to businessman and as agents, those 
Indian communities who had no entry to business could only aetas 
agents of the foreigners, at least in the first instance. The entry 'of 
elements who might be called professional and administrative into 
business activity may thus have come through their acting as agents 
of the foreigners. In Bengal, from the foundation of Calcutta onwards, 
the Englishmen sought chiefly administrative assistants and business 
agents. As a 'result, communities such as Brahmins and Kayasthas 
from Bengal who had no previOus footing in businesss make their 
entry into it as the assistants and agents of British businessmen. 

In South India, the Komatis of Andhra Pradesh and Chettis i()f the 
Tamil country were the mast important trading communities. They 
pervaded the whale of their native regions and were also found ope
rating in the, Ileighbouring areas. In Karnatak the most pr.ominent 
trading community (noted for example, by Buchanan) is that of the 
Pancham Bunjigars. On the Kerala coast there were no important 
elements among indigenous Hindu castes who were engaged in trade. 
Mop!as ...... who were Muslims of mixed Arab and local pescent, were 
important in trading especially in internal trade. To some extent, the 
local Syrian Christians, who had been encouraged by the Portuguese, 
engaged in trading activities also. There was, moreover, the localised 
but highly important community .of the Cochin Jews. 

In the north of the Peninsula, Maharashtra provides an interesting 
example of a commercially retarded region. There was no important 
community, Hindu or other, which was indigenous to this region, 
specialising in commerce and trade. To some extent, particullirly in 
the east, the Yajurvedi Brahmins to.ok c.onsiderable part in money
lending and indigenous banking. It is also recorded that in the early 
part of the 18th century, with the increasing migration of Chitpavan 
Brahmins to the Desh tract, a number ot these were als.o engaged in 
money-lending and indigenous banking. Trading activities in South 
Konkan, were associated with Saraswat Brahmins. This fact itself 
(that Brahmin subcastes should. appear prominently in some activities 
in the trading and banking field) is indicative of the lack of the Bania 
element in the indigenous caste structure. Whatever the reas.ons f.or 
this might be, the results were clear. In Bombay, the trading elements 
were all drawn not from K.onkan itself, but from Surat and South 
Gujarat and from Saurashtra and Kutch. The same thing happened 
with the growth of Poona and Nagpur during the course of the 18th 
century. In Poona, the earliest migrant elements appear to have been 
Gujarati Banias and Bohras, and it is likely that both .of these came 
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to Poona through Burhanpur and Aurangabad. In Nagpur, on the 
other hand, the trading immigrants were the Bania castes from Rajas' 
than, which had spread into central and north India. With the rise 
of cotton exports from the Berar-Nagpur tract, it was these elements 
that came to control this trade. 

Gujarat and Saurashtra formed perhaps the most urbanised and 
developed tract in the whole of India with a continuous record lasting 
over centuries of foreign trade. This region had a highly developed 
Bania community, both Hindu and Jain. It had also large Muslim 
trading communities. It is important to distinguish these Gujarat 
Muslim trading communities from Muslims, traders and others, from 
other areas. It must be noted that the Muslim trading communHies 
hailing from Saurashtra and Kutch (like Khojas and Kacchi Memons) 
were mostly converts from the important Lohana community and 
Bohras who were converts chiefly from the Gujarat trading and 
artisan communities. These Muslim communities continued to have 
special organisational peculiarities of their own and were sharply 
marked off from the rest of the Muslims. They also continued their 
traditional commercial activities. 

In Gujarat, apart from Hindu and Jain Banias and the Muslim trad
ing communities, it is necessary to note the emergence of the Pars is. 
This seems to have taken place chiefly in connection with the activities 
of the European traders at Surat and Bombay. From early times, 
Parsis established connections as brokers with European traders. A 
remarkable feature to be noted about the Parsis is that their tradi
tional occupations were not connected with trading or finance. In the 
accounts of the 17th century travellers, they are noticed chiefly as 
artisans, carpenters, weavers, etc. Their prominence in Bombay was 
also established, in the first instance, through their ship-building acti
vity. Though they later became a dominant trading and financing com
munity like other Gujarat communities, their original artisan back
ground is an important feature that deserves notice. 

Excepting the Europeans; the only important non-Indian trading 
element to be noted is that of the Armenians. They, seem to have been 
important already in the 17th century. Pelasert notices them in the 
indigo trade at Bayana and Ovington records that they are great mer
chants at Sural. In the 18th century, they seem to have been important 
everywhere. Manucci mentions them as trading at Sironj and Burhan
pur. They were among the first settlers at Calcutta and at Madras 
(because. of the special situation in the Philippine) held almost a 
monopoly of the trade with Manila in the first half of the 18th century. 
They are reported as active along the Malabar coast and at Bombay. 

We may summarise this account with an indication of the regional 
spread of the activities of the particular communities. For this pur-
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pose, the northwest (i.e. Sind, Rajasthan), the Delhi and Agra area, 
and the Punjab, constituted one region. The Khatris and the Lohanas 
were dominant in these internally and also took a very important part 
in the trading activities in regions beyond the frontiers of India, such 
as Afghanistan and Central Asia. The Khatris appear to have been 
more or less confined to this region. A small number of them would, 
however, as a natural extension of the trade in their region, operate 
eastward at, say Patna, Murshidabad and Calcutta. The Lohanas, 
apart from participating in the trans-frontier trade, would also, to 
some extent, go beyond the sea following their connections in South 
Sind and Kutch. Their banking houses and correspondents are noticed 
as far east as Calcutta, but they are not noted as important in any 
special sections of maritime trade. 

The Gujarat and Saurashtra trading communities, Hindu and Mus
lim, apart from trading in their own regions, participated very 
actively in all maritime trade, both to the west with the Persian Gulf, 
Arabia and Africa and to the south and southeast along the coast of 
India to Malaya, Indonesia, etc. They were important in the trade with 
Malabar and before the advent of the Europeans had played a very 
important-part in the trade with SoutlJ.east Asia. The conversion of 
Indonesia to Islam is attributed to Muslim traders from Gujarat. 
Though the Gujarat communities do not appear to have been important 
in trading on the Coromandel coast, they are noticed prominently in 
the trade in relation to raw cotton, raw silk and cotton and silk piece 
goods of Bengal and Bihar. 

The trading communities of Malabar participated with those of 
Gujarat in Southeast Asia·s trading, including the trade with Burma. 
The Chettis of the Tamil country and Andhra Komatis apparently 
took some share in the Burma and Malaya trade. 

The trade of Bengal and Bihar, as has been already pointed out, 
attracted trading communities from all regions. Barring trading com
munities of the South, all ether indigenous and foreign communities 
are mentioned in travellers' accounts relating to this region. By 1750 
Banias from Rajasthan were present in important trading centres in 
Bengal. However, they were not reported at this stage, as being promi
nent in maritime or foreign trade. Gujaratis (both Hindus and Mus
lims), Punjabis, Armenians are also all prominent. Bengali names in 
business are relatively unimportant and where they occur are mostly 
of the rising professional agent class and not those from indigenous 
trading elements. 

6. Social Position of Businessmen 

For a proper appreciation of the evolution of modern business in 
India, it is necessary to understand the position held in Indian Society 
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by merchants and craftsmen. In, the theoretic conceptual framewol'k 
of Hindu Society, traders and artisans (together with cultivators) 
were included in the third category of caste Hindus, .the Vaishyas. 
However, this category had long been broken up in a series of castes 
and sub-castes and the term Vaishya (or any of its derivatives) was 
not applied in the 16th century and after to any caste following agri
culture. The terms, when used, came to be restricted to urban castes, 
particularly those engaged in trade and commerce.' In the urban com
plex itself castes following trading and allied activities tended to be 
sharply distinguished from artisans and handicraftsmen. The desig
Ration of individual castes among artisans, etc. usually adopted the 
basis of industrial activity, so that weavers, dyers, goldsmiths formed 
separate castes with the occupational names. The mel'\chant-trader 
group on the other hand was denoted by a generic term such as Bania. 
The formation of sub-castes among these tended to be on the basis of 
place of origin or other non-occupationai characteristic rather than 
on that of type of economic activity or the particular commodity traded 
in. 

The general trader-merchant class held a high socio-economic posi
tion in Indian urban life. In thl! easte hierarchy, there were theoretic
ally two caste groups which were higher (the Brahmins and Kshatri
yas) , but neither of these formed fully integral parts of urban society. 
The Brahmins and the Kshatriyas were directly, so to say, neither 
urbalil nor rural. This was because their traditional caste occupations 
were not integrated with either the rural or the urban economy. They 
were the generalised priestly, militarY, ruling and administrative 
classes, being found in both town and country, but having no integrat
ed connection with the day-to-day economic life of either town or 
country. In the socio-economic life of towns the trader-financiers hold, 
in every way, a commanding position. 

A remarkable testimony to the respect given and value attached to 
the wealthier merchant is contained in an early 18th century Marathi 
treatise on Statecraft, which devotes a special section to traders and 
bankers, including foreign traders. It lays down that the'prosperity of 
a kingdom depends on the trader-bankers. 'They make available non-' 
indigenous commodities and are the source of finance in different 
times. The state profits from protecting them and, therefore, they 
should be honourably treated.17 Thus even though, because of the caste 

17 The following is a free translation of the extract from the 'AdnYflpa.wa' 
(p. 27). an o' d Marathi treatise on statecraft: "The Savkars are ornaments of 
royalty and· of the kingdom. They make the realm prosperous. Unobtainable 
commodities enter the territory. The kingdom becomes wealthy. When contin
gencies arise they provide loa-ns. By their aid ea!amities are averted. There is 
much profit in extending protection to them. For this they should be accorded 
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structure, the merchant-trader could not ordinarily move into posi
tions of military or administration power, his ranking and influence 
in Indian society as a whole was far from lowly and in urban society 
he usually held a' dominant position. 

This does not apply to the artisan classes. Artisans however skilled 
were devoted to a single specialised productive activity which 
always involved some element of manual work. Because of this or 
other reasons they held a position distinctly lower than that of traders 
in caste hierarchy.'· Handicraft units were limited by a variety of 
considerations in relation to growth in size of units and, therefore, in 
total economic strength; the handicraftsman, however, skilled and 
well-to-do, was confined to his occupation and could not rise to be a 
general merchant or trader. On the contrary, almost as a result of the 
same immobility, the handicraftsman was inevitably dependent on 
the merchant for finance and merchandising. This resulted in a posi
tion of permanent economic subordination for the artisan classes. 

In Hindu society there was no mobility between the merchant-trader 
classes and the military, priestly and ruling-administrative classes. 
This immobility, induced and maintained by the caste structure of 
societyy-had very important consequences. Not only was there immobi
lily in the sense that members of and priestly or'military castes did 
nol I !ntermarry with those of the trader castes, but also it was only 
veq rarely that appointees to ministerial or high administrative posi
tions were drawn from the trading classes. Posts like those of pro
vincial Governor were not held by lhem; nor had they any access to 
military or priestly ranks. Even under Muslim rule, Hindus holding 
high positioins in these professions" were usually not drawn from the 
trading and the financier castes. Under Muslim rule most high ad
ministrative and military positions, except those held hereditarily by 
descendants of Hindu rulers or nobles, were confined to Muslims,'" All 
this had the effect, on the one hand, of leaving trader-financier castes 

status, They should be pTotected from arbitrary acts and insults. Shops and 
markets should be estab:ished in various localities of the city for elephants, 
horses, silk clothes, cloth of gold, woo!, jewellery, weapons, etc. 80 that they can 
conduet trade. Leading merchants should be encouraged to reside in the ari.to
cratie quarter." 

18 Pe1asert writing at the beginning of the 17th century, inc!udes goldsmiths, 
dyers, embroiderer8~ carpet-mal(ers~ cotton or silk-weavers, blacksmiths, copper 
smiths~ tailors, masons., builders, stone-cutters, ua hundred crafts in all," among 
workmen. These he describes as being very poor. He adds, "The shopkeeper is, 
held in greater respect than the workman and some of them are even well-to-do". 
Pelasert, op. cit., pp. 60 and 63. 
, '" The Khatri. of the Punjab constitute a partial exception to this. It would 
a~so appear that Rajasthan banias were to some extent employed as ministel'S 
in the courts in Rajasthan. ' 
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completely devoted to their occupational activities and, on the other 
hand, of making them always dependent to a greater or lesser extent 
on the continued favour of the court and the big administrators. 

The merchant was held in high regard in Islamic society and was 
not inferior to any other class. Neither was there any barrier, such 
as that raised by Hindu caste society, between merchandising and 
the military and administrative pursuits in Islam. There was, there. 
fore, more likelihood of mobility between the ranks of merchants, 
military men and administrators in Islamic society. However, it would 
appear that in India in the 17th and 18th centuries this theoretical 
possibility led to no important practical results and no important cases 
were recorded of Muslim traders rising to military or administrative 
positions. 

Also, among Muslims the caste barrier between artisans and traders 
would not operate. Therefore, amongst them there might be cases of 
persons rising from artisan elements into merchandising and trading. 
However, it has to be remembered that in very few parts of India was 
there established a complete and homogeneous Islamic society. In a 
number of regions (for example, Sind) the bulk of the peasants, 
artisans, etc. as weU as of rulers were Muslims while the traders and 
merchants were aU Hindus. On the other hand, in other regions where 
Muslim trading classes operated, the artisan classes might be Hindus. 
Therefore, even in this case the dominant pattern in society was that 
flowing out of the Hindu structure. This is apart from the considera
tion that in a number of instances converts to Islam kept up in prac· 
tice the restrictions on marriage arising out of their original caste 
membership. 

7. Trade and Handicraft Organizations 

There is little contemporary information on the early constitution 
of Indian trade and handicraft organisations. The main sources reo 
garding the organisation of guilds and trade associations are the 
Gazetteers and other publications describing conditions of industry 
and trade during, for the most part, the latter half of the. 19th century. 
Two points have to be noted relating to this material: first, that ordi· 
narily it does little more than note the existence currently or in the 
recent Pllst of guilds, etc.; second that the detailed descriptions which 
are available refer almost entirely to conditions in Gujarat cities. A 
number of hypotheses may be put forward to explain this pheno
menon. In the first instance, there might be some regions in which 
such organisations did not evolve. This might have happened espe
ciaUy in areas where there was a Muslim majority and Muslim Kings 
ruled but in which trade was in the hands of Hindus. This might also 
be the case in commercially retarded regions like Maharashtra. In 
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some regions destruction of cities or their rapid decay may have led 
to collapse of the older organizations; this might happen in cities like 
Delhi or Agra or even in Murshidabad and Dacca. There might again 
be regions in which, either because of the overwhelming strength of 
caste organizations or because business was highly confined to some 
communities, there might be little distinction between caste and busi
ness organizations. This might have been the case largely in the South. 
Buchanan's careful descriptions of the organizations of castes like 
Banigars, Panchalas and Komatigas at Bangalore give no indication 
of trade or industry organisations transcending the caste organiza
tions.'. In Gujarat alone all factors appear to have been favourable for 
elaboration of forms and for their survival. The Gujarat Gazeteers 
contain some description of the guilds of artisans also. The generally 
inferior economic position of the artisan caste.s is made clear by these 
accounts. 

In view of _this partial availability of material, we begin with a 
description of the position as it appeared in Gujarat in the latter half 
of the 19th century. The essentials are presented in the following 
quotations: "In every town not only among' the merchants but among 
the .goldsmiths, the carpenters, the metal workers, the masons, the 
dyers; the potters, the oil-pressers, and almost alI other craftsmen 
there is a guild prescribing trade rules and settling trade disputes 
under the guidance of its aldermen. The growth of these associations 
was made alI the easier if all persons following the same pursuit 
belonged to the same caste. Even without this bond the faculty for 
combination so strong in the Natives of India would enable them to 
unite without difficulty for the promotion of their real or supposed 
interests. The corporate authority was further strengthened under 
native rule by the policy of the officers of Government to whom the 
system supplied a convenient agency for distributing' and enforcing 
their irregular exactions. 'In former days,' says an old Viramgam 
dyer, 'if a Government officer wanted cloth dyed, he sent it to our 
aldermen who got the work done and either paid alI expenses out of 
the common fund, or levied a special contribution for the purpose 
from the whole craft. In return the Government was always ready to 
give ear to a complaint against anyone, who, while carrying on our 
trade refused to share in the joint burdens or obey the head-man's 
order. Anyone who misbehaved in this way would probably have 
found himself called into ~ourt and, until he yielded or left the town, 
saddled with the whole weight of the next and every further requisi
tion.' Even under British rule trade organizations were for a time 
utilized in collecting kasab veras or trade cesses. These imposed in 

20 F. Buchanan, Vol. I. p. 236. 
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lump sums on each craft or calling were realized by the aJ.dermen 
whose authority it was, in consequence, to the interest of Govern. 
ment."u Theoretically the trade council is distinct from the caste coun· 
cil; for example, in Ahmedabad there are four castes of carpenters 
and therefore four assemblies for caste purposes, but only one car· 
penters' mahajan. So the silk, mashru, weavers mahajan in the same 
city contains both Kanabis and Vanias. Many more instances might 
be Cited. It is important to note this because, especially in the smaller 
towns, a particular trade and the rules and penalties of both are en
acted and enforced indiscriminately by the same body. Even in the 
mahajans of mixed castes the line between the secular and the religi
ous is, as might be expected, not scrupulously observed. For example; 
not long ago a Visashrimali Vania of Ahmedabad, who offended his 
caste by marrying a widow was expelled from the cloth dealers' 
mahajan to whom he belonged and was in consequence obliged to close 
his shop and leave the town." "An association among the higher 
classes is termed in the vernacular a mahajan. Among the lower 
classes, more especially if it happens to be coextensive with caste, it is 
called a panchayat. Both words are in this account translated 'trade 
guild' not because the expression accurately conveys their meaning 
but because it is on the whole the most convenient that could 
be chosen."'8 

In applying these statements to other parts of India some reserva
. tions may be made. In the first instance the word mahajan is not of 
common occurrence elsewhere and the word Panchayat is generally 
used for organizations of all castes, high or low, and the distinction 
between a caste or social organization and a trade or eeonomic organi
zation appears even less marked elsewhere than in Gujarat. The pre
valence of organizations prescribing trade rules and settling trade dis· 
putes also appeared much less universal among artisan and traders 
in other parts of India than in G'ujarat. In most other parts of India, 
trade organizations embracing more than one caste appear to have 
been uncommon in the 18th century and the social and economic func· 
tions were merged in and managed by the caste unit. For example, 
in Poona during the latter half of the 18th century, there was consider
able immigration of artisans like cobblers, potters, carpenters, etc. 
from regions outside Maharashtra. The local artisans in these occu
pations continued also to ply their crafts. The immigrants came and 
established themselves chiefly because they either specialised in cer
tain products which members of indigenous castes did not ordinarily 
produce or because they brought in greater skill. There is no evidence, 

21 Akmedaba.d Gazette ... , 1879, Vol. IV, p. 107 • 
• 2 Jbid., p. 107, footnote 2 • 
•• Ibid., p. 106, footnote 2. 
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contemporary or later, to indicate that the two caste groups engaged 
in the same craft were brought under one craft or trade association. 
Description of the elaborate organization of the Benares Silk Weavers' 
Guild as it existed in the first decade of the 20th century also empha
sizes the practice of restricting the organization to a single caste or 
community. The description gathers special significance from the fact 
that these Benaras weavers were Muslims." 

The situation regarding the organization among merchants and 
financiers should be different from those of artisans. Those plying a 
craft in a centre would ordinarily belong to one caste or community 
and there might be little need or occasion for craftsmen of different 
places and belonging to different castes to form an economic organi
zation among themselves. The position of the trader-merchant would 
always be different from that of the craftsman. As indicated above, 
the castes among the trader-merchant group were not based on parti
cular Rpecialised economic activity. Hence at all times the trader mer
chant group iii the larger centres would include members of more than 
one caste or community. The long distances over which trader mer
chants often travelled and the existence of correspondents or branches 
of big indigenous financial houses in all main trading centres made 
for -a--somewhat mixed caste composition of the merchant group in 
central locations. Thus in the case of merchant traders congregated 
in large centres of trade the problem of a group organisation for 
economic purposes would necessarily arise. 

In the circumstances, it is remarkable that we should not have for 
the 18th or 19th centuries any descriptions of traders' associations, 
excepting th68e from the cities of Gujarat. This may be explained, in 
part, by what appears to have been the progress of disorganisation. 
Evidence from aceounts, inscriptions etc. has been interpreted to indi
cate that in the greater part of South Indlia there continued to exist in 
the 15th century a traders' association with a jurisdiction over large 
areas and with membership spread over not only different castes but 
also different religions." Nothing in the evidence of contemporary 
or later writers, however, suggests such organizations, embracing 
many castes in one, in the South India of the 18th century. This would 
indicate that in the course of the 16th and the 17th centuries common 
trade organizations tended to disappear leaving the field entirely 
to exclusive caste organizations. All later evidence points to the exis
tence of organizations of the federal type among caste organizations 
and their wide coverage especially among the trading castes. It is 
likely that the political unsettlement of the South following on the 

24 "Trade Guilds in India," lrfodern Review, March 1911. 
.. Appadorai A., Ecot!()mic Conditwns in Southent India. 1000-1500 A.D .• 

Chapter III. 
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break-up of the Vijayanagar Empire and the coming of the Portu
guese had something to do with this setback to the organisation of 
traders. Attention may also be drawn to the chronic disputes between 
the Right·hand and the Left-hand castes, to which frequent references 
are made in Madras Records of the 18th century and in Buchanan's 
accounts. Sharp differences of this type would obstruct the operation 
of an all-embracing organization. 

It is not necessary for our purpose to summarise the descriptions 
in the Gazetteer of the working of the Gujarat Trade and Craft Guilds. 
Attention may, however, be drawn to two points of interest. The 
accounts emphasize the generally inferior socio-economic position of 
the artisans. This is made most clear in the detailed description of 
the panchayats in the agate industry and trade in Cambay. In this 
industry the Karkhanas in each separate process such as polishing and 
drilling were organised in separate panchayats, but at the head of the 
whole organization stood the panchayat of the agate dealers. It was 
the dealer who bought the rough stones, had them sawn and chiselled 
in his own Karkhana and then had them appropriately processed by 
others." 

Apart from noticing traders' guilds embracing many castes the 
Gujarat gazetteers also record the existence of what might be called 
civic organizations. "In the smaller towns the Sahukars, that is all 
bankers and respectable merchants being comparatively few in num
ber, combine together for most purposes, into a single guild, which is 
by far the most influential body in the place and is generally able to 
carry with it all others. It is this aggregate of all the more respect. 
able bodies which is commonly known to the outside world as the town 
mahajan." "On the other hand the phrase the Ahmedabad mahajan 
is a misnomer, there being no permanent aggregation of guilds which 
can claim to represent the whole of the city in the sense that the 
Dholera mahajan represents Dholera. The influence of the Nagar 
Seth combined with that of the alderman of the cloth dealers can gene
rally command the adherence of all, but in such a case the various 
merchant guilds merely unite for a temporary purpose. They do not 
amalgamate into one guild as in the towns." 

Though in the largest cities there was formally no city Mahajan, 
it often had an acknowledged, hereditary Nagar Seth who often 
played an important part in public affairs. For example, in 1725 the 
then Nagar Seth of Ahmedabad saved the city from plunder by the 
Marathas and, in recognition of this, the combined guilds of the city 
assigned to him the perpetual right to levy a quarter per cent on all 
goods stamped in the municipal weighing yard . 

•• Gazetteer of the Bombay P,·esidency. Statistical Account of Carobay. 1877. 
pp. 30-32. 
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It will be noted that the organisation of the Panchayats and guilds 
was almost entirely autonomous. The Government recognised them 
in relation to their sphere of authority and lent the support of its 
power for its proper exercise; it also used them for the purposes of 
the"prince, the state officials or general public occasions or emergency. 
There appears to have been no interference by the State in their or
ganisation or its internal working. This autonomous origin and ope
ration may be brought out by observing the working at new centres. 

The extent and type of developments in Poona city in the latter 
half of the 18th century provide a good illustration of the operation 
of the forces at work. TiII about the middle of the 18th century Poona 
was a relatively small place. Its size and political importance grew 
rapidly in the latter half of the century and this led to an increase 
in trade and finance. In the absence of any developed indigenous com
mercial communities in West Maharashtra, there was an immigration 
of trading an!! banking elements from outside, chiefly from Gujarat. 
The Hindu immigrants from Gujarat were all Banias, but belonged 
to different places and different sub-castes. As none of the sub-caste 
groups were numerous enough, members of the various sub-castes 
fonn!l9 a common social organization or mahajan. This mahajan dif
fered-essentially in many respects from the Gujarat mahajans. In the 
first place its basis was not any particular branch of trading or indus
trial activity; secondly it performed - could perform - no economic 
functions. It would appear that at no time did any trade organizations 
embracing all castes and "communities come into existence in Poona. 
At the same time, when the Gujarat Wania group, in the last quarter 
of the century, rose to great importance in Poona and became organiz
ed, the chief of the group, Dullabh Das Govindji, assumed the title of 
Nagar Seth of Poona evidently with general acquiescense. The social 
character of the headship of Dullabhdas is clear from the belief tradi
tionally held" by members of the (Bar Nat) mahajan that in the early 
days of the mahajan permission for holding social functions 
like caste dinners had to be obtained from Dullabhdas.27 While thus 
on the one hand an important immigrant trading community called 
its social head the Nagar Seth and was allowed to do so, the title did 
not lead to influence or position comparable in any way to that of the 
Nagar Seths of Gujarat cities. This is made elear by a letter from 
Dullabhdas to the Peshwa's chief minister, Nana Fadnavis. The occa
sion of this letter was the fear entertained by Dullabhsheth that an 
intrigue was going on to take away from him the conduct of certain 
minting operations which had been entrusted to him. Dullabhsheth in 
this leiter avows that it was the patronage of the Minister that had 

.7 See G. G. S'hah, Barnat Mahajanno ltiha., 1957. 
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brought DulIabhsheth to his present high reputation. It was on that 
account that bankers from Rameshwar to Lahore recognized that 
DulIabhsheth was the Nagar Seth of Poona. In order to keep up this 
reputation, it was necessary to provide that, when Sahukars from 
other parts arrived in Poona or stayed there, they were treated with 
due respect according to their rank and that all transactions and dis
putes were settled so as to give general satisfaction. The minister hav
ing observed that this taslt was being performed disinterestedly had 
been pleased to eonfer on him the mint privileges to provide some in
come. This income was just sufficient to meet the expenses of the 
honorific office. 

Mahajans on the lines of Gujarat cities never seem to have emerg
ed in Paona and the title of Nagar Seth, stripped later of any mean
ing, quietly dropped out of existence. The Poona Gazetteer dealing 
with conditions in 1880 says 

"There are no trade-unions or Mahajans in the district nor is 
there any Nagar Sheth or recognized head in matters of trade. 
Dayaram Atmaram, a Vani who died fifteen years ago and was 
the recognised head of the banking business, was .the last Nagar 
Sheth of Poona." . ~. 

In the circumstances, it would be correct to hold that the condi
tions of organization of trades in Gujarat cities sketched in the Gazet
teer of the latter haIf of the 19th century were the most highly evolved 
in the country. There is also no reason to believe that the structure 
and organization of trades in Gujarat cities in 1750 were significantly 
different from those sketched in the Gazetteer. In most other parts 
such elaborate organization of craftsmen and traders did not either 
exist at all or were indistinguishable from particular caste or com
munity organizations. 

8. Types of Traders and Businessmen 

J. C. Van Leur in describing the trade of Southeast Asia in the 16th 
and 17th centuries draws a sharp distinction between two classes en
gaged in it: "Pedlars" and "Merchant Gentlemen,"'· Ill· Indian con
ditions, there seems little justification for postulating a sharp dis
tinction between any two such classes. There was no doubt very con
siderable difference in the scale of operations of a few of the largest 
merchants and the large bulk of the smaller men; but this did not 
lead to any marked difference in types or methods of business. Indi
vidual merchants rose to great wealth but even these indulged in a 
large variety of businesses. This is fully brought out by the follow
ing description by Moreland of the scale and diversity of operations 

2. J. C. Van Leur, 1nelonelrian Trade and Societ1l, 1955, Chapter II. 
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of two outstanding merchants of the 17th century about whom the 
English records testify. 

"Virji Vora was eminently a merchant, that is to say, a buyer 
and seller of commodi'iies, and his business extended to any class 
of goods in which there might be hopes of profit; but at the same 
time he freighted ships, he acted as a banker, he received 
deposits and he arranged remittances by means of bills or letters 
of credit on his branch houses. The activities of the firm of 
Malaya were equally multifarious, and I have not noticed any re
cord of a banker as distinct from a merchant, or of a prominent 
merchant confining his transactions to a particular line of 
goodS."29 

Numerous referelaces are contained in account of contemporary Eur!).. 
pean travellers to the wealth and large operations of individual Indian 
merchants or merchant families. Of this class the outstanding repre
sentative in 1'/'50 was the premier hanking houses of Jagat Seth of 
Murshidahad and Patna. But even the Jagat l3ethll were engaged in 
the retail trade business of the four main kinds of spices outside Euro
pean establishments.3• 

IB ~~dia, in 1750, there existed little difference in kind in the types 
or methods of business between the large and the small businessmen. 
In particular, there was no difference in social stll.tus or origin such 
as might be ~onveyed by Van Leur by the term "Gentlemen" affixed to 
"merchant." Both the small and the large traders belonged to the 
trading castes of Hindu and ordinarily to the dominant trading com· 
munities even if Muslim. In the same way, homogeneous immigrant 
groups such as Armenians included both the large and the small among 
them. Moreland's description of an earlier period would appear to 
apply equally to the situation in 1750. He writes, "We may thus re
gard an Indian commercial centre of our period as comprising an 
indefinite number of men of bnsiness, not subdivided into nurnerous 
branches, but 2"raded in a~col"dance with their ability and command 
over capital."S1 

At the same time, the contention of Van Leur that trade was car
ried on, in the main, by a large number of small traders who together 
with their small stock undertook, in person, the risk of long distance 
travel appears to hold good of Indian conditions also. This applies to 
long distance trade both by sea and by land. The pack-animal caravans 
of companies of numerous traders engaged on long distance trade by 

.. Moreland, From Akbar to Aurangzeb, 1923, p. 158. 
80 Sinha, p. 140. 
81 Moreland, 01'. cit., p. 158. 
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land had been traditional in India and to these references are to be 
found from the time of the Jatakas. 

The emergence of the Vanjaras or the Lamans in the 17th and 18th 
centuries may be considered a special type of such trade caravan. 
Instead', however, of being chance collections of large number of indi
vidual traders, formed separately for each journey at each important 
point on the routes, the Vanj ara caravans represented large bodies 
of persons bound together permanently in a kind of tribal organi
zation, always on the move and continuously engaged in itinerant 
trading' activity. Their origin is usually credited to the times of the 
Mogul Emperor's invasion of the Deccan and especially of Aurang
zeb's campaign in Maharashtra.·2 Their chief characteristics were the 
large number of pack bullocks which moved in one impressive forma
tion and the vast area which their operations covered. They seem to 
have covered the larger portion of Central and Southern India. They 
traded chiefly in grain and salt, but also carried other important com
modities. They were particularly useful in making supplies to large 
armies on the march, but also provided normal supplies to settled 
populations. They appear to have been accorded, for the most part and 
by general understanding and convention, a position of special pro
tection and privilege, so that princes over whose territory they paRsed 
or armies whom they met would not molest them and they would ordi
narily be accorded special transit duty privileges. 

Van Leur refer to Lords of the Land as taking a part in the large
scale trade or adventure. The ruler or his representatives would, of 
course, in ordinary course, impose levies, regular and irregular or 
occasional, on trading' and other transactions. This process could be
come vexatious. Even in spite of some influence at the Imperial Court, 
European traders found it difficult to meet these levies and found it 
preferable sometimes to close their activity completely in particular 
centres.'· Apart from this, the prince, the governors, courtiers or 
nobles might themselves wish to participate in trading ventures. More
land mentions Virjee Vora's apprehension of the Surat Governor's 

32 "Our Governour having most unjustly and unconscionably forced some bun
jarras (banjara. an itinerant dealer) to sell him a parcel of suggar and thereby 
made an unlawful gaine of a 1000 rupees. is soe well incouraged thereby that he 
is now intended to become the sole merchant of this p~aee, being in hand to 
engross al\ the indico that the citty and contrey wil\ afford ...... Wi\!iam Foster, 
English. Factori •• in India (1646-1650), p_ 130. 

'tAs for our buying saltpeeter of the Bunjaries. either now or in the futu~ 
there is no hope of it; for since they have bin soe plagued by the Dewan and 
this Prince (i.e. Murad Bakhsh) his officers, they have quite left the trade and 
bring no more of that commodity." William Foster, op. cit., p. 75. 

33 For an account of the vicissitudes of the English factory at Patna, see 
M. N. Raye, The Annal. of the Earlll Englillh. Settlement in Bihar. 
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intention to join him in a partnership in particular transactions and 
among instances given by Van Leur is that of a pilot of Prince 
Khurram accompanying merchandise for trading sent by the Prince 
in an English ship.s. Most of this business would, however, be no more 
than taking advantage of one's position to share part of the gains 
of activity which had been initiated and conducted by the profes
sional traders. There are hardly any instances in India of persons 
from among the ranks of rulers, nobles, administrators, military men, 
etc. using their positions to promote trading ventures actively or to 
establish their relatives, etc. in business. The one important recorded 
exception seems to be that of the career of Mir Jumla as a minister of 
Golconda. It may be noted that even Mir Jumla, who was a self-made 
immigrant merchant from Persia, does not appear to have been able 
to operate in the trading field after he joined the services of the 
Mogul Emperor. There are no instances of Maratha or Brahmin 
nobles in any part of the Maratha federation entering into trading 
ventures, though a number, especially Brahmins, did take to trading 
and financing activities under Maratha rule.s, 

The main reason for this phenomenon appears to have been firstly 
the speCIalisation of trading castes and communities, to engage 
actively in trading. There were special reasons preventing this in the 
Mogul Empire. Firstly, there was the practice of frequent transfers 
of the provincial dignitaries and secondly the rule that the property 
of all Mansabdars reverted to the Emperor at death. The latter fact 
effectively prevented the building up of a familY fortune and the 
possibility of continuing in particular activity generation after gene
ration. 

It is natural to refer in this connection to the influence wielded by 
the trading classes or by individual rich traders on government or 
administration. This does not appear to have been large.·· In the con
duct of their own affairs, the traders would be largely self-regulated. 
This autonomy wa..q a general feature of Indian social arrange
ments.·T However, the traders do not seem to have wielded much poli
tical influence. The position of Hindu trading communities under 

s. Van Leur, op. cit., pp. 206·207 . 
• 0 The case of the Moplay viley of Cannanore who had several vessels and 

traded with, Arabia, Bengal and Sumatra cited by Buchanan must be explained 
by reference to the fact that Moplays were a notable trading community. 
F. Buchanan, op. cit., Vol. II, pp. 555. 

s. It is not clear on what authority Van Leur states that in Surat "the wealthy 
merchant c~ass held political power themselves", op. cit., p. 204. 

81 A document describing judicial arrangements in Poona City during the time 
of Nana Fadnavis (1777·1795) indicates that in suits in which bankers, money
lenders and clothiers were concerned members of these classes were caned in as 
assessors. Serections from the p •• hwa Daftar No. 45, Document No. 48. 
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Muslim rule would obviously not be strong, but even Muslim traders 
or trading interests, wherever they existed, do not seem to have exer
cised influence on administration. Under most Muslim dynasties in 
all parts of India, power was exercised chiefly by immigrant elements 
of Persian, Arabic, Turkish, etc. origin. They rose to power not on 
the basis of fortunes made in trade, but through service of the State. 
Among the Marathas also, though the Peshwa and all the big chiefs 
were chronically in debt, there is no evidence of political power or 
participation in political intrigue by members of the older trading 
communities or even of the new Brahmin entrants in trade and 
finance. Neither can any influence emerging from local trading and 
financial interests in the Deccan and the Karnatak be traced in the 
intrigues and wars of the French and the English in that area around 
the middle of the 18th century. All concerned were beset with financial 
difficulties in these wars. Dodwell refers to Bussy's obtaining loans, 
during their course, from Bukanji, "the great banker of South 
India."'· However, among the large number of persons and bodies 
influencing the course of events at this time no mention is made of 
traders or trading interests. 

The part played by the J agat Seths in the affairs of Bengal must, 
therefore, be considered as exceptional. The house was intimately 
connected with the Government as receiver and treasurer of State 
revenues; it had gradually become security for most of the renters of 
revenue and it found itself in a position of having to finance each 
successor to the Nawabship as the process always involved some 
trouble and outlay. The house was also a frequent lender to the Euro
pean companies and private traders. Its unique position in the country 
and its connections with government, administration, finance and trade 
in all directions carried it naturally into the midst of political affairs. 
It should be noticed, in this connection, that the share of Hindus in the 
higher administrative ranks in the decades before 1750 in Bengal 
was much higher than was usual under Muslim rule anywhere in the 
country. 

9. Indian Bankers 

While it is true that there was comparatively little specialisation 
among the trader classes as a whole, there are two groups deserving 
some special attention. The first is the class of bankers and banking 
houses described below and the second that of brokers which is noticed 
in connection with European trade. 

Among the trader financier classes, special attention must be paid 
to the somewhat' specialised, small but overwhelmingly important, 

•• H. DodweU, Duple;" and Cli"e, 1920, p. 92. 
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class of bankers. There were essentially three functions that Indian 
bankers or banking houses (Pedhis) perfofmed at this time. The first 
was money changing. The Ilumber of governments in the country was 
very large and they were 1lJlstable. Coining was not highly ~entralised 
and there were large lIlumbers of local mints. 'The variety of coins put 
into ,rIrculatioD was thus large. Moreover, coins were liable te deterio
rate and new issues of eVeD the Bame mint were usually at a premium. 
Large transactions, therefore, involved operations with a variety of 
coins 1Uld the liKing of their mutual \Values in exchange. This led to 
creation of .agencies .ready to .accept ll&yment lin a variety ,(If coins or 
ready t& exclJange ,one type of ,coinage into another. Sometimes the 
money-ehangers were lIpecialised as such, 'but usually money-changing 
was combined with other fiuancial or banking business. 

The second function was that of providing bills of exchange. These 
usually arose out of commodity trade and were the means by which 
trade was fimmced or money !remitted for purposes of trading. These 
8per~ns depended on the existence of a system of banking houses 
with -either ,branches or correspondents all over the trading area. Such 
a system was in fully developed operation in India before the begin
ning of the 18th century. The system obviated the need for carriage 
of large amounts ,of lloi:lilS 'ClIver long clistauces; which in view of con
temporary ,transport and !political 'conditions would have been both 
rjsky and ,eostIy. Highly developed forms of bills <of -exchange had 
been ewolved with elaborate security practices and a number of bank
ing houses in important centres of trade in I[ndia were in a position 
to provide bills drawn on branches or correspondeutsthroughout the 
country. The resources of the largest among these banking houses 
were wery lal1ge38 ,and 'BOrne of them maintained independent courier 
services of their own." 

The third function was connected with government finance. This had 
various aspects of which the chief were revenue receipt and remit
tance, l1evenue collection and loans. to governments. Banking houses 
might .be authorised to receive revenue payments made either by 
local officials or functionaries and remit them to' headquarters. Even 
where they were not i80directly authorised, exchange business 
would arise ,out of needs of lremittsnce.~l Where revenue farming was 

aD The '-agat·Seth. 'were reputed to be able to draw bill. amounting to a cro,.e 
(ten million) of rupees at a time. See Ii. Sinha, IEarlll E..,.opean Banking in 
india, 1927, p. 2, quoting Seir Mutaqherin: Cambray's <edition, Vol. II, pp. 457.8. 
See a!so N. K. Sinha: Economic History of B .... gal, 1956, p. 140. 

4. See Chaphekar, PeBh1lJaichlla Savlit, p. 41, for information relating to royal 
and private poStal arrangements. 

n "Under the Maratha Rule .owing to the irregular manner in which their 
revenue Was collected and the constant transfer of money to the Deccan, there 
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practised, the banking houses might act as financiers of the tax
farmers. 

Lastly, as a natural corollary banking houses, large and influential 
enough to undertake any revenue functions, would be expected to make 
loans to governments. These loans would be either "ways-and-means" 
accommodation or long-term financing of military expeditions or other 
ventures. In the latter contingency, the banking house would expect 
to be compensated by special privileges or to obtain the security of 
revenue collections of specific regions, etc. These remarks apply to 
finance of government in a large way. However, even those banking 
houses, as well as traders and other substantial parties, who were not 
connected with any aspect of government finance might be expected 
to and be called upon to make term loans of reasonable amounts to 
governments. Such loans carried interest usually at a substantial 
rate." 

Apart from these functions, banking houses also provided trade 
and other finance to private parties. European factors at most c~tres 
in India found it possible and necessary from the earliest time to 
borrow from time to time funds from Indian banking houses to finance 
their purchases. 

The large banking houses would devote themselves chiefly to finan
cial operations. However, all of them were in origin combined traders 
and financiers. The largest of them at all times seized opportunities 
of lucrative trading" and most large traders performed some of the 
functions of banking houses. 

10. Units of Business and Formation of Capital 

The unit of establishment was ordinarily everywhere the family. 
It was also usually the traditional Hindu joint family operating in the 
economic sphere on a more less uniform pattern, though the accepted 
legal concepts regarding the joint family were not necessarily the 
same all over the country. There was also the Hindu device of per
petuating the family by adoption when there were no male heirs and 
this was widely practiced. No forms like that of a continuous joint 
stock venture appear to have emerged, though ad hoc or short-period 
partnerships for business purposes was common. At the same time the 
large joint family embracing many collaterals, together with the 

was a considerable traffic in bills, hundis, whieh was shared by the Viramgam 
merchants, with those of Ahmedabad." Ahm<ldabad Gaz.tte .... p. 66 • 

• 2 A list giving details of the numerous loans taken by the Peohwa from 1740-
41 to 1760-61 shows rates of interest varying from about twelve anna. per month 
per cent to Ro. 2-8-0 per month per cent. The moot common rate fdr the period 
after 1766 appears to be Rs. 1-2-0 per month per eent. Sel.cti1mtr from P.,hwas· 
Diarie.: Balaj; Bajirao. Vol. II, pp. 170-180. 
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practice of adoption, secured uninterrupted operation of the individual 
family house or firm over generations. And such continued successful 
operation over genera tionscould lead to accumulation of large re
sources in the hands of some individual families. Thus the fact that 
the unit was ordinarily that of the family does not appear to have 
acted as a bar against the accumulation of large resources in the hands 
of a single family. 

This leads naturally to the question of forms of capital formation. 
As indicated above, the atmosphere was not favourable for continuous 
investment in agricultural development and there was also little con
nection between the agricultural economy and the urban mercantile 
classes. In the economy of the town the rational economic calculus 
held' sway and for long periods of time it was possible to save consi
derable resources. In part these resources would be required to operate 
the financial, the banking and the trading system itself. The financial 
system specialised chiefly in money-changing and remittances of funds 
through Hun!1iB, or bills of exchange. With a wide network of 
branches and correspondents for the remittances of funds, resources 
utilised in operating the system would be quite large. With delays in 
transportation the funds at different centres would be comparatively 
iml!l<!!!ilised; therefore, there would be need of very large cash re
sources in the system.. Money-changing was also a lucrative business 
but one that required large and varied resources of stocks of metallic 
coins. The trading ventures would also require relatively large 
amounts of .capital in the holding of stocks and carrying them over 
time. 

What would be the type of capital formation apart from these essen
tially working capital resources? It has been indicated above that the 
merchant traders had little connection with industry. They would 
undoubtedly finance artisans engaged in production of goods which 
the traders handled, but ordinarily they would provide loan capital 
and not risk capital. Therefore, accumulation of capital in hands of 
trader·merchants did not augment in any way resources invested in 
capital equipment for industrial production. The unit of industrial 
artisan production was the small individual workshop. It was only 
when the prince or powerful noble organized production chiefly for 
personal or official use that larger units came into! being. The most 
important examples were the Karkhanas for the production of a 
variety of useful or luxury goods maintained by the Mogul Em
perors.·· These were maintained at Delhi as well as at centres like 
Lahore, Agra, Ahmedabad and Burhanpur. However, by 1750 such 
royal Karkhanas seem to have passed largely out of existence in North 

.3 See J. Sarkar, Moghal Administration, 1924, Chap. X. 
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and South India. The Maratha Karkhanas wereconcerneci chiefly with 
supplying' military equipment such as ammunition ,and saddlery.'· 

Apart from ,commercial and financial capital, investment by the 
merchant-traders would be chiefly in houses and gardens etc. and 
other real estate or property round the city. Thus mercantile accumu
lation did not affect productive activity either in agriculture or in 
handicraft ind'ustry. The growing fortunes of merchants of cities 
would be exhibited outwardly, where such outward exhibition was not 
considered unsafe, in such features as the rich carved frontages of 
merchants' houses as in ,Gujarat cities; or they would :be ~xhibited in 
acts of religion or charity by way of building temples, tanks, Dharma
shalall, ,etc. 

On the part ·of the State capital formation in the public sphere 
during the times of certain rulers also took the form of building roads, 
canals, ~anks and setting up, say, the postalllYstem. However, it would 
appear that capital expenditure in the public sector mainly took the 
form in the 16th and 17th centuries of construc~on at very great 
cost of public edifices which served no real economic or social func
tion. The masques, mausoleums, palaces and pleasure gardens are all 
examples of this and the expenditure on these was 'averwhelmingly 
the most nnportant type of capital expenditure undertaken by the 
State. Inevitably this t~nded to be concentrated at the main centres of 
political government or the locations or seats of powerful nobles. 

It is not surprising that bullion and jewellery should play a very 
important part in the economic life of tbese centuries. They had ad
vantages of easy concealment (which was important in times of poli
tical insecurity), of comparatively little risk of depreciation of value. 
ami of being <easy to transport. In the absence of avenues of capital 
investment for pNductive or developmenll actiwties accumulation 
of resources iIi these times lagicaTIy became tantamount to hoards of 
bullion and jewellery. 

11. British and European Business 

In a review of foreign modern business in India we are concerned 
chiefly with the activities of the British. The methods ana procedures 
- political and economic - of the British in India were themselves 
shaped, in part, by the activities and experience in Asia of other 

' •• See S. Sen, Administrative SYBtem of the Marath". 1925. pp. 12-75. pp. 494-
90. 659.664 and -668. On p. 668 Sen discussed the di1f erent sens.s of th. word 
Karthana. "Prof. Sarkar tlranBlates, KaTkhana .s a factory in hiB MOf/hal Ad
ministrati.... but the Marath .... "l ..... d """n the Zenana .s a Karkhana (See 
Ramachandra Pant Amatya's Rajaniti) and therefore Prof. D0WBOl18 transla
tion viz. "a royal establishment" is quite appropriate." In the remark made in 
the text we note only those establishm.nts that engaged in production. 
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Europeans through the previous two centuries or more, particularly 
those of the Portuguese, the Dutch and the French. The activities of 
Europeans in Asia were guided and controlled for the most part, by 
strong organisations which had close connections with the government 
of the home country. The Portuguese kings did not obtain sufficient 
response to their attempts a.t formation of companies of private 
traders to exploit the new opportunities of foreign trade.. Hence this 
trade always remained a Royal Portuguese monopoly. However, from 
very early times officers and members of the crew were allowed some 
space- iD the ships for trading Olll their own account and also given 
a small percentage of the profits of the voyage. These privileges were 
later extended to port-to-port trade in Asiatic waters also.. In this 
manner there arose a sharp conflict of interest which presented a seri
ous ch;onic problem to Portuguese Kings. A counterpart of this 
problem also troubled British administrators in the decades follow
ing 1750. 

The Portuguese sought to establish for themselves a monopoly of 
trade with the East. The Muslims, chiefly Arabs, controlled Asiatic 
trade be:(ore the advent of the Portuguese. The Portuguese were in
tent on driving them out and keeping them out. This they succeeded 
in domg, but not content with driving out the Arabs, they insisted on 
maintaining' the monopoly complete, not tolerating even private Portu
guese traders and/or other Europeans. The desire to establish a mono
poly may be taken to have arisen out of the high cost of a voyage and 
the great risks attendant on it. These could not be und'ertaken with
out the prospects of gains of monopoly profits; and once these were 
realised, their size led to efforts at making the monopoly permanent. 
The Portuguese, and the Dutch who came after them, both attempted 
to establish national monopolies of Asiatic trade. The Dutch and the 
English together effectively broke down the Portuguese monopoly; 
so that after the end of the 16th century the Portuguese no longer 
held even the dominant position in the trade of the Indian Ocean. The 
Dutch attempts at establishing a monopoly met with partial success 
in the area of Indonesia but could not succeed in any part of India. 
The English coming into the area after the Portuguese and the Dutch 
and having to counter the opposition, never pursued the idea of a 
national monopoly over all area, but even they operated with the then 
universally accepted idea of restricting, among' the nationals of a 
country, the privileges of trading to a limited number of licensees. 

By the 17th century the form of the main organization conduct
ing overseas trade of European nations had become established as 
that of a national, chartered or privileged company. To the extent 
that the company was successful and its business proved' profitable 
its monopoly might excite envy and create internal organised group 
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opposition. The history of the opposition to the British East India Com
pany during the seventeenth century has been summarised as follows: 

"Under the first Stuarts the conflict was waged between the Com
pany and individuals or associations licensed, in infringement of 
the Company's charter, by the king. Under the Commonwealth it 
widened into a struggle between the conservative section of the 
Company and a forward party within itself, but allied to the out
side capitalists who claimed an open trade to India. Under the 
Restoration it became a war of law-suits between the Company 
and the independent mercantile community at large; a war only 
ended by the great Parliamentary amalgamation after the Re
volution ..... 

Where the collaboration of the Government of the State with the 
national company was closer (as in France), the opposition might not 
appear as openly as in England. However, even here an element of 
court opposition was often present and the companies very closely 
associated with, or dependent on, national governments suffered the 
additional disadvantage of being affected by the weakness and troubles 
of that government. 

The form of the organization was that of the Joint Stock Company. 
It is interesting to watch the evolution of the joint stock principles 
through the history of the East India Company. The changes in the 
formulation and operation of the joint stock principles were, in many 
instances, connected with the process of incorporating opponents and 
broadening the base of the organization noticed in the above para
graph. Hunter divides the early period into two. The first, from 1600 
to 1612, was the period of so-called separate voyages each of which 
was theoretically complete in itself and was to be wound up on the 
return of the ships by a division of the profits. The second period, 
from 1612 to 1661, was known as the period of joint stocks. Each sub
scription was raised not for a single voyage, but for several, or to 
carryon the trade during a certain number of years. The idea was 
still present, however, that each joint stock would be wound up after 
a time and its profits finally divided. Operationally, the concurrent 
separate voyages or periodic joint voyages were made possible only 
through the unifying effect of the higher permanent officials of the 
company and by the fact that the governing bodies of the successive 
joint stocks and particular and general voyages consisted to a large 
extent of the same men and that the capital for the d'ifl'erent ven
tures was in part found by the same subscribers." 

•• W. W. Hunter: A HiBt01'll of British India, 1900, Vol. II, pp. 120-121 • 
•• Ibid., Vol. P. p. 181. 
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The early period was brought to an end by the settlement made by 
Cromwell and ratified by Charles II. Two basic changes were effected 
at this time. In the first instance, there emerged the idea of a united 
and continuous joint stock. Instead of the stock being always dissolved, 
after a few years a periodic appraisement of the property of the com.
pany was provided for, so that any shareholder who wished to retire 
might do so and receive the current value of his original subscription. 
But the joint stock was to continue as the common capital of the 
company and the money drawn out by retiring members was to be 
made good by any other persons who chose to join the Company. At 
the same time the new settlement threw open investment in the Com
pany to the public. As a result, there were admitted not only mem
bers of the various groups who made up the old companies, their ser· 
vants and apprentices, but also merchant! adventurers and private 
traders in India who might be willing to join. While thus amalgamat
ing the various confticting interests into one permanent joint stock, 
the new company provided ample safeguards for its own monopoly 
and there was to be no mercy for the private trader whether inside the 
company or outside if. 

The clOsing decades of the seventeenth century proved very pros_ 
perol1!l- for the company and after the Restoration there were renewed 
complaints of the Company passing into a smaller number of hands. 
Opposition of outside capitalists and interloper trader interests be
came strong enough to obtain parliamentary support for a new Com
pany. There was a short period of bitter struggle between the two 
companies. This was closed by an act of amalgamation of the two 
brought about by Government intervention and involving a substan
tial loan to Government. This episode helped to widen further the 
basis of the Company and to strengthen its capital resources. It did 
not, however, change in any essentials the nature of the Company as 
formulated in 1661 or abridge its privileges or monopoly. One of the 
effects of the struggle and the amalgamation appears to have been 
the great diminution in importance of the interloper elements in the 
18th century as compared with the 17th. 

The Ea.~t India Company's organisation and' methods of operation 
around 1750 may briefly be descr~bed as follows." The Company's 
business was directly supervised by. the Directors, organised "in cum
bersome overlapping committees." The Court of Directors was the 
executive body and regarding both this body and the court of pro
prietors we have to note the presence of a strong "shipowners 
interest," so that the company had become committed to a policy of 
hiring rather than owning the specialised ships needed for the East 

47 See Holden Furber, John Company at Work, 1948, pp. 11.15. 
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India. trade. 11'1 spite of this conflict. of interest, and the conflict of inte
rest witk company servants in India, the company made profits. Its 
dividends were well maintained at'Z or 8 per cent per annum and its 
debts at home and abroad were not unduly large." . 

Coming to organisation in India, we find, that in the settlements 
the merchant was also the administrator, but before 1750, the latter 
function hardly had much importance. A system of seniority (the 
recruitment to lower ranks was, however, governed by patronage) 
had become established. Individuals who came out to India served' as 
writer for five years passed through the stsges of being- factors and 
junior merchants, each of which lasted three years, till they became 
senior merchants from which all top appointments were made. Sala
ries were very low and private trading opportunities were the main 
incentive to eome out to India. 

There were present in most important settlements a certain num
ber of free merchants who had been allowed by the Company to come 
out to India and engage in private trade and .. certain number of 
persons wh0< had come out without permission. or had come out as 
servants of the company and had later left the servwe to make their 
fortunes· hI trade. Added to these, there were· the Portuguese, the 
Armenians, ete. who played an important part especially in the first 
half of the 18th· eentury. In each area nationals of some other Euro
pean countries were also active. The trade of British subjects with 
Europe was closely guarded by the company and only the company's 
ships were engaged in it. III the coastal trade ill India and Asian 
waters also, each European company, sought to control the activities 
of its. Ii>WJl nationalS' so- that they did not conflict with the interests of 
the company_ But the diffieulties of doing this effectively were very 
great. In certain areas some European nations themselves operated 
under disabilities and handicaps; the special position of the Arme
nians, in relation to Philippine trade based on Madras was, for ex
ample, the result of discrimination against the British in that area. 

In 1750, the number of private merchants and even of unlicensed 
European traders was comparatively small and in the coasting and 
country trade the British, though predominant, shared business with 
the French, the Dutch, the Danes, etc. 

The trade of India with Europe grew rapidly during the first half 
of the 18th cet1.!rury. However. its character did not change in its 
essentials during' this period. At this time as earlier, European goods 
were not much in demand in India. The goods imported in the 
largest bulk, particularly by the British, were woollen clothes for 
which there was at the best only a limited demand in the country • 

•• Ibid .• p. 16. 
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The other European goods imported were chiefly metals -lead, iron, 
tin, G:opper and quicksilver. The difference between the values of com
modity exportR and of commodity imports was cllnsiderable and had 
to be made good by importing bullion, ehiefiy silver, During the first 
half of the 18th century, the import into India of bullion by the British 
rGSe more or less in proportion to the rise in the value of foreigJII. trade. 
The imported bullion and the monies obtained by sale of goeds were 
invested' in the purchase of Indian commodities for export. The chief 
export from an parts of India was of handloomed cloth and next in 
importance were raw silk and silk piece goods. Among Ilt:her comma. 
dities the most important was saltpetre, the product of Bihar and 
Patna, Indigo exports from India, which had been of importance in 
fhe 17th century, had slumped greatly in the opening years of the 
18th century. 

The main profits, of the companies accrued from the enormous 
protit-margi'll that existed in the Indian and Asian exports to' Europe. 
This margin -existed in an commodities, cotton and silk piecegoods, 
raw silk and saltpetre. The margin of profit on the imports into India 
was not large; the demand for woonen cloth in India was small and 
the market was chronically glutted by considerable British imports. 
In thi!- market for metals, there was keen competition offered by Glther 
Europeans, especially the Dutch. The Dutch exploited alternative 
sources of supply of metals, such as copper from Japan, tin and spelter 
from Malayan Peninsula. The Dutch in this had a distinct advantage 
over the British in the first half of the 18th century. They controlled 
exclusively some areas in the Southeast Asia region and also held 
privileged p0sition in other areas. This enabled the Dutch to maintain 
a mUltilateral international trade and lessened the need to import 
bulliml.. ... The need to reduce, if possible. the imports of bullion into 
India led all Europeans into expiDring possibilities of inter-Asia trade. 
It was hoped that the profits of such inter·Asian trade, including 
coastal trade (or, as it was comprehensively called at this time, the 
"country trade") might finance in part the investment required for 
purchase of Indian goods. It was this country trade that was the chief 
sphere of operation for the European private merchants and inter
lopers and also for the private activities of the servants of the 
company. 

The country trade of India as it existed just before 1750 has been 
classified into three main divisions - Coastal, Western and Eastern. 
Surst and Bombay were the great commercial marts of Western India. 
They and the other west coast ports not only maintained a lucrative 
trade with the Persian and Arabian gulfs which poured large amounts 

•• See K. GIamann, Dutch-A.iati.e T,ade (1620-1740), 1968. 
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of specie into India, but they also drew raw silk, piecegoods and sugar 
direct from ports of the Bay of Bengal. The trade with China, and the 
Malaya Archipelago lagged relatively behind. The East Coast of India 
traded, at this time, chietly with the West Coast. Bengal had almost 
no contacts with ports in the China seas and the trade between the 
Malabar coast and China, which was chietly in the Portuguese hands, 
was comparatively slight. The strong link between India and ports to 
the eastward was the trade between the Coromandel coast and Malaya, 
most of which was controlled by the Dutch, and the trade of Madras 
with the Philippines which was also in non-British hands. 

The country trade had been growing throughout the 18th century 
and afforded great opportunities for the adventurous European sea. 
men and others to gain a fortune and become owners ultimately of a 
"country ship" themselves. These might be interlopers or deserters 
from the company's ships or service. In the comparatively easygoing 
times before 1750, their activities were not severely frowned upon 
and they were not usually interfered with by the Company. This was 
particularly so because captains of these country ships had very im
portant links with the servants of the East India Company in relation 
to their own private business deals. The position of the servants of 
the company vis-a-vis private trade and business is crucial to the 
understanding of the evolution of events and of business organization 
in the latter part of the 18th century. 

The Company's servant was tied to his station and could contribute 
only in terms of finance and any privilege or prestige tlowing from 
his position. For participating in country trade he had to enter into 
partnership with a private trader or a captain of a ship. In view of 
the long distance, the length of time taken by voyages and the con· 
stantly changing political and economic situation, the captains of 
ships had to be treated as partners or agents endowed with consider. 
able discretion. The ventures were mostly in the nature of ad hoc joint. 
stock partnership. The contlict of the private interests of company 
servants with Company interests arose out of such situations as ex· 
ceeding privileged cargo space and overloading Company's ships, 
diverting available financial resources in a centre to finance private 
ventures rather than the company's investment, tolerating activities 
of unlicensed or interloping personnel, preferring services of other 
European nationals, etc. 

Before 1750 the servants of the company in India, were essen· 
tially merchants. They enjoyed some diplomatic status and had some 
occasions to have transactions with the Indian rulers and nobles. Also 
in the main settlements, they had begun to have a number of adminis
trative duties. However, they were, mainly merchants concentrating 
chietly on disposing of goods received from England on the best terms 
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to Indian merchants, utilising resources available to procure the need
ed supplies of Indian goods, especially those of the staple commodity 
in all centres (i.e. cloth).'" 

From the beginning, private business had been allowed to the com
pany's servants and they had even been given some privileges as that 
of reservation of cargo space in outgoing vessels. All of them were, 
in relation to the responsibilities and hardships, paid very poorly 
and it was understood that they could gain a competence, let alone 
reap a fortune, only if they engaged in private business of their own. 
This private business would be, in the main, only of two kinds: busi
ness connected with the privileges such as ship space that they ob
tained from the company, and business in which they engaged on their 
own in any venture in the coastal or country trade. Lucrative oppor
tunities of profit, as through civil or military supplies or through finan
cial or business deals with the Indian potentates, which opened after 
1750, were almost never in evidence earlier. 

Licensed private merchants, as well as unlicensed but tolerated, 
captains and owners of country trade ships, were, because .of this 
feature of the situation, closely connected with all the senior servants 
of th~ company in a series of joint trade ventures. In a sense the 
total trade of the European nations, especially of the British, was 
thus indirectly connected with the growth of the coastal and country 
trade in which the main companies did not engage to any material 
extent. Even though the direct benefit to the company of this trade 
was not considerable and though it created many situations in which 
the interest of the company and the private interest of its servants 
conflicted (and the company's interest almost inevitably suffered), the 
total effect of the marked expansion of country trade was a greater 
strengthening of the economic and political position of the European 
nation and its nationals, and this indirectly contributed to the 
strength and profit of the company. 

From the earliest times Europeans employed Indian brokers for 
business in India.·' Moreland notes that in the European factory 
records brokers are more prominent than ordinary merchants and 
their employment was a universal custom; and he takes it that the line 

50 The work of sorting the calico brought in by the Company's merchants was 
sh&red by members of Council with other civil servants, as in Langhorn's time. 
It was so dull and unpopular that Macrae issued special orders for its due per
formance ..... Soe Vestige. 0/ Old Madras, Ed. Love, Vol. II, p. 248. 

61 "For the buying and more adv&ntageoll5 disposing of the Company's goods, 
there are Brokers appointed, who are of the Bannian caste, skmed in the Rates 
and Values of all the Commodities in India. To the.e is allowed three per cent 
for their Care and Trouble." J. Ovington, A VQyage to Burnt in the Year 1689 
(Ed. Raw!inson), 1929, p. 233. ' 
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dividing merchants from brokers was the possession of capitaLG2 There 
are frequent references in the Surat records to the Company's brokers 
but it does not appear that this was necessarily a fixed or permanently 
closed body or group. The Europeans at Surat had dealings directly 
also with large merchants and for the financial accommodation they 
had to resort to the large Indian banking houses. The pattern evolved 
early at Surat was appropriate to the conditions of Europeans operat
ing under the protection of Indian Princes in large trading centres 
which had a substantial Indian trading community. 

The position appears to have ehanged with the formation of their 
own settlements by Europeans, especially when during the course of 
years Indian traders found it profitable to settle in the English settle
ments and began to be treated as subjects of the British kings. In these 
settlements (such as Madras, Calcutta and Bombay) the company 
dealt With merchants who were residents in the settlements under 
them. The mode of transactions appears to be not brokerage but fixed 
contracts for transactions completed over a period. 

The Madras records indicate the existence from almost the founda
tion of Fort St. George of a body of Indians called the "compaRY's 
merchants." This b{)dy was a killd of continuous joint partnership 
with fractional shares held by individual members. The composition 
of the body, of eourse, changed from time to time but with one or 
two short interruptions it maintained its essential character until 
the abolition of the iHstitution l:y Hastings in 1771.G3 The Company's 
transactions with this body of mel'chants cO!Vered both the sale of goods 
imported into India and the procurement of goods reqUITed for ex
port from India. The. "company's ID.e);'caants" agreed in each separate 
contract, to take over (say, woollen cloth) imported into Madras dur
ing a period, at a given price and to supply bales of cloth of a given 
quality at stated rates. As against the contract, they appear to have 
obtained some advances but by and large the finance for the trans
actions was initially found by the Company's Indian merchants.G' The 
Company's Indian merchants do not appear to have been in a posi
tion to lend large amounts to the Company for its investment or other 
needs. Such records as exist regarding loans to the company at Madras 
refer to loans by British, Portuguese or Annenian merchants and not 
by Indians. 

At Calcutta, the system appears to have been somewhat different; 
the Company here entered into specific contracts for supply or sale 
of a given quantity of particular commodities with particular mer-

G2 Moreland, op. cit .• pp. 157-158. 6. Vestige. of Old Madras, Ed. Love. Vol. III, pp. 10.11. 
G4 .See the copy of a contract in Madra,. in the Olden Ti7M (Ed. Wheerer), 

Vol II, pp. 428-430. 
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charits over a given period. The merchants were collectively 
caI'led Dadni merchants but the 1lOntracts were not entered 
into with these collectively but with each separate independent 
merchant.·. These 'CMI'I:r!lets ~overed the sale 'Of imported cloth 
as well as the l>rocuremeBt of supplies required by the Company 
such as h'andloom iCloth, saltpetre, 'etc. The Dadni merchants were not 
only a set of 10co1 'me'l'cbants liS in Madras but included' some of the 
richest merchants 'in Bihar and Bengal. They were thus in a position 
to make loans to tihe CO'I!Ipany in addition to the banking houses like 
that of iTagat Seth which were the chief souree uf finance of European 
companies. 

Madras records before 1750 already show the growing power of 
the Indian ~rvants ,employed by the senior officials of the Company. 
This is brought out, for example, in the reported exactions of the 
Dubashes of Presidents of Madras." However, the Company's terri
t-ories were at the time limited; their hold on the Indian merchants 
was DOt absolute. In the circumstances, abuses such as these could not 
go far. Also, there was no overwhelming dominance in terms of re
sources, etc. an the side of the -company. In Bengal and Western India 
in parlicu1al' the Company, through the size of its operations and 1'e
sou~, did not occupy a position much superior to that of the lal'ge 
Indian merchants. 

Until about the middle of the 18th ,century, the range of contact 
that the Europeans had with the Indian rulers was limited. The initial 
purpose 'of 'such contact on the part of the Europeans was of course 
file obtaining -of -privIleges, relating to ~ttlement and to the favour
able treatment on taxation, particularly customs and excise. The Eur0-
pean factors did not usually find it VeJl'Y ,difficult to obtain reasonable 
treatment regarding such pri~leges. When the Europeans desired to 
make 'Ilettlements of their own, Ithey also obtained grants of land from 
Indian 'Princes and a status 'Of autonomous, if not independent, poli
tieal governance ,of their settlements. Even this did not bring them 
directly into close contact with the current administrative or poli
tical life of 'the country. However, in troubled times, they could not 

55 "Contracts were entered into with the merchants of the country who receiv .. 
ed a part of them.ney (usua~ly 70 to 75 p.c. of it) in advance which was called 
Dadney. The.e merchants who were known, by the name Dadnell-merckant. con
tracted under venalti •• to deliver the 'goods at .tated time. and prices at the 
Company's principal settlements and were, of course, amenable to the 
law. of the country when they or their agents were guilty of irregular 
practice .... Quoted in Raye, op, cit., pp. 144-45, Sometimes when the company. had 
not enough to make these advances, they had to allow interest upon them. See 
al.o N. K. Sinha, Economic History 0' Bengal, 1956, especially pp. 30-31 • 

•• See Madra. in the Olden Times (Ed. Wheeler), Chapter. XXXII, XXXVIII 
and XXXIX. 
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entirely ignore what was happening around. The city in which their 
factories lay might be attacked from outside and they would find it 
necessary, if possible, to defend the factories. The need would arise 
even more strongly in the case of independent settlements. If there 
was disturbance or war in the country around the settlements, they 
might find it difficult to keep out of it. Here again, they would 
attempt to defend themselves where possible and would have to under
take previous necessary precautions such as fortifying the place or 
digging a ditch round it and they might have to do this without formal 
permission from the local prince. It was at this level that their con
tacts with Indian rulers and Indian political life necessarily became 
close. 

They were specially involved from the beginning with another 
aspect: seafaring and the protection of commerce and communications 
at sea. The superiority of European seagoing vessels had been estab
lished for centuries. The actions of the Portuguese against the Arabs 
and the fights of the English and the Dutch against the Portuguese 
in order to establish the rights of their ships to voyage to India and 
to trade had fully established this position and had, in the process, 
created difficulties for Indian shipping. Indian shipping being the 
weaker was always apprehensive of the Europeans and of attacks by 
pirates whom the Indian authorities were themselves unable to check. 
Thus when Europeans had asked for privileges from the Mogul Em
peror, they had been made to undertake certain responsibilities. The 
English, the French and the Dutch settlers in Surat had, for example, 
been compelled to sign a security bond for payment of the losses that 
might be sustained through piratical depredations in the western seas 
by subjects of the Mogul empire." 

The abortive attempt to wage a war on the Mogul Emperor made by 
the British in the last quarter of the 17th century was based on sea 
power. And the special responsibilities of Europeans in relation to 
sea commerce and sea power even before the beginning of 
the 18th century had obvious political overtones. The naval campaign 
undertaken by the British at Bombay against the Angria came earlier 
than the beginning of the French and British interference in the wars 
of the Karnatak. However, it was really this latter episode that com
pletely changed the political relation of Europeans with Indian powers 
and consequently the whole pattern of the Indo-European relations . 

•• See Hunter, op. cit., Vol. II, p. 355. 



ORIGINS OF THE MODERN INDIAN BUSINESS CLASS 367 

BIBLIOGRAPHY 

Administrative Sl/stem of the Marathas. University of Calcutta. 1925. 

Adnyapatra. With an introduction by Principal Pandharipande and Prof. Kolte. 
N agpur, Baburao Chimote, 1939. 

Appadorai. A .• Economic Cond:tions in Southern India. 1000-1500 A.D. Madras 
University' of Madras. 1936. 

Bhattacharya, J. N., Hindu CaBtes and Sects, Calcutta, 1896. 

Buchanan. D. Ho, Development 0/ Capitalist EnterpJ'iBe in India., New York, 
Macmillan Co .• 1934. 

Buchanan. Francis, A Jou"'''11 from Madras through the Countries of MlIsor •• 
Canora and Malaba,·. London. T. Cadell & W. Daves and Black. Parry & King.
bury. 1807. 

Burnes. J .• Narrative of a Visit to Court of Sind •• with a .ketch of the history of 
Cutch and an appendix. Appendix No. II. Practical Notes on the trade to the 
Indus and the navigation of that river by Sir Alexander Burnes. Appendix 
III on the Commerce of Shikarpur and Upper Sinde by Sir Alexander Burne •• 
Edinburgh. John Stork. 1839. 

Chapekar. N. G .• PeBhwaichya Savlit. Poona. L. N. Chapekar. 1937. 

DodweIl, H., Dupleix and Clive, The Beginning 0/ Empire, London, Methuen & 
Co .• 1920. 

Foster; William •• English FactorieB in India (161,6-1650). London. Clarendon 
Press. 1914. 

Furber, Holden, John Company at Work, Cambridge, Mass"J Harvard University 
Pr .... 1948. 

Gadgil, D. R" Poona: A Sacia-Economic Survey, Poona, Gokhale Institute of 
Politics and Economics,. 1952. 

Gazetteer of Bombay Citll. Government of Bombay. 1909. 

Gazetteer of the Bomball Pre.idency. Statistical Account of Cam bay. Govern
ment of Bombay. 1877. 

Gazetteer of the Bombay PreBidency. Vol. IV (Ahmedabad Gazetteer). Goverll
ment of Bombay. 1879. 

Glamann. K .• Dutch-Asiatic Trade (16110-171,0). The Hague. Martinu. Nijhoff. 
1958. 

Hunter. W. W .• History of British India. Vol. II. London. Longman. Green and 
Co .• 1899. 

Krishna. Bal. Commercial Rel4tions betwe ... India and England (1601-1757). 

Love. H. D. (editor). Vestige of Old Madras. 3 volumes. London. John-Murray, 
1905. 

Moreland. W. H .• The Agrarian System of MOBlem India. Cambridge. H. Heffer. 
1925. 

Moreland, W. R •• From Akbar to Aurangzeb. London, Macmillan & Co .• 1928. 
(e.pecially Chapter VII). 



368 WRITINGS -ON ECONOMIC AND POLITICAL PROBLEMS 

Ovington, J., A Voyage 00 Surat i .. the rear 1869, Edited by H. G. Rawlin
son, London, Oxford University Press, 1929. 

Pelsaert, F., Jehangir's India, Translated by W. H. Moreland, Cambridge, 
W. Heffer, 1926. 

Raye, M. N., Annals 0' tile Early Engluh Settle.,..",t. in Bihar, Calcutta, 
Kamala Book Depot, 1927. 

Rennel, James, Memoir of a Map 0' Hindoo.tan or the Mogul Empire, Printed 
for the author and sold by George Nicol, London, 1788. 

Russel, R. V. and Hiralal, Tribes and Caste. 0' Central Provin",,', Vo!. II. 
London, Macmillan Co., 1916. -

Sarkar, J., Moghal Adminutration, Calcutta, M. C. Sarkar '" Son., 1924. Second 
Edition. 

Seleetiono from the Peshwa8 Daphtar (No. 46), Government of Bombay, 1934 
(Document No. 48). 

Sel-cctions from the Peshw4B Diaries, Balaji Bajirao 11, Government of Bombay, 
1930. 

Shah, G. G., Barnat Maho-ianno Itihao, Poona, Barnat Mahajan Panch, 1967. 

Sinha, H., Early European Banking in India, London, Macmillan Co., 1926 (quot
ing Seir Mutaqherin, Cambray's Edition, Vol. II). 

Sinha, N. K., Economic History 0/ Bengal, Calcutta, Dasgupta and Co., 1966. 

Thornton, E., A Gazetteer of the Territarie. under Government 0/ the East India 
Company and 0/ the Nati". Stat •• on the Continent 0/ India, Compiled by the 
authority of the Hon. Court of Directors and Chiefly from documents in their 
possession by Edwa-rd Thornton in four volumes, London, W. H. Allen'" Co., 
1854. 

Trade Guilds in India. Modern Review, March 1911. 

Van Leur, J. C., Indonesian Trade and Society, The Hague, W. Van Boeve, 1965. 

Wheeler, J. T. (editor), Madras in the Olde .. Tim •• , Madras, J. Higginbotham. 
1861. Three volumee. 



PART II 

EDUCATIONAL POLICY AND POLITICAL QUESTIONS 





PRESIDENTIAL ADDR.ESS· 

J.flAVE,~~ thank yon sincerely for the honour done to me in asking me to) 
preside over the deliberations of this - the 13th Session of the Conferena; 
of Secondary Teachers of this Province. My thanks are not the less· sincer~ 
for the misgivings that I.have felt in accepting the office. I have never yet 
taught.in a secondary school and my knowledge of the working ~f secon, 
dary schools has been obtained entirely from th~ ,outside. My misgivings 
a,;.e increased. by the reflection that the ,Conference will be called upon 
this year to. consider .an unusually large number of important issues and 
it adds to my e"1lbarrassment to find myself in this position in this. City, 
For, though it is now so~e years since I left Surat ,I cannot yet imagine; 
myself here in any position other than that of a membe.r of the Reception 
Commit~e. , . 

The last twelve months have been a period of unusual activity in'. tht! 
~dticational sphere throughout India. There have heel! many committee. 
and conferences .and 'tD.any discussions and many ·pron~uncements. In· this 
Province. four ~ommittees on education have been at work and have pre;. 
sented their reports. A number of p.anges in administrative arrangements 
have alre~dy taken place '!fid more of eve.n more fundamental importance 
may be expected. The results of all this activity must be .passed unde~ 
review by yoP and you must begin to formulate your, opinions on the issues 
raIsed by the reports of committees and by recent trends in Government 
policy. I am acutely aware of the inadequacy of my qualifications' to give 
you a lead in this matter. I must, however. by virtue of my position, ex.
press my opinions on some of the questions under consideration. I shall; 
in-yhat follows, deal mainly ~ith the important issues raised in the Report 
of the Committee on Vocational Training in Primaa;}' and .Secondary 
schools.' " , . . 

The field cove~ed by Joshi Committee.- as I shall henceforth call it fo~ 
short - is m;"ch wider than its designation implies. Virtually it has covered 
the whole' field of primary and secondary education and the measures of 
" .,' 'l' . 
reorgaI}isatlon it has !ecommended are of a very radical nature. In the 
sphere of secondary ~ducation the work of the Joshi Committee runs 
parallel to ,the work done by the Consultative Committee in England. The 
HadOl~ rep~rt on, the Education of the Adolescent (1926), on which the' 

I !*Bombay" _ PreSidency Secondary' Te~chersJ' Conferencel 13th' Session, S~r~t,; 
o.c~ober.17,; 1988, . 
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subsequent reorganisation of secondary education in England has been 
based, deals specifically with most of the points on which the Joshi Com
mittee has framed its recommendations. I, therefore, took the occasion to 
re.read the Hadow Report and found the comparison most .instructive. It 
is obviously grossly unfair to judge the Joshi Committee in the light of a 
comparison of its report with the Hadow Report. The conditions under 
which the Joshi Committee worked were highly unsatisfactory. Its terms of 
reference were drawn up in a peculiar manner and the Committee was 
asked to report within two months of its first meeting; subsequently, no 
doubt, the period was extended but even so it must all the time have 
worked against time. To ask a large committee of a m.ixed character to 
present a scheme for the entire reorganisation of the educational system 
within a: short period is a demand which should never have been made. 
We all sympathise with the motives which impel the new governments to 
embark upon large programmes of immediate action. But however natural 
such anxiety on their part it should not result in schemes of fundamental 
reconstruction being hastily framed and undertaken. Such schemes, if they 
are to stand the test of the time, can only be the result of prolonged enquiry 
and calm deliberation. 

While it would be thus unfair to the personnel of the Joshi Committee 
to judge it by the report, the report itself and the recommendations 
contained therein must be put to the most searching tests. For, they may 
determine the future of our educational system. It is difficult to appraise 
justly the various tecommendations. The difficulty arises chiefly from the 
compressed manner in which the report and its conclusions are presented. 
Rarely, except in the numerous minutes of dissent, is the case for or against 
a specific proposal argued out. So that a number of important conclusions 
which appear to the outsider incomprehensible may have been, for all one 
knows, arrived at by perfectly sound reasoning. 

The initial and the outstanding difference that strikes one on comparing 
the Hadow and the Joshi reports is that, while the Hadow Report bases 
its proposals for further progress squarely on the experience obtained 
up-t<HIate, the Joshi report almost never refers to such experience in 
malcing its iFecommendations. This divorce of proposals for reform from 
the experience available, indeed, strikes one as the most notable feature 
of .our educational thought, particularly during the last year. It is a feature 
to which we need must pay careful attention. During the last 'year a large 
number of ideas have been discussed and have obtained currency without 
it being thought necessary to correlate them to concrete series of expe
riences or experiments. I take it to be a commonplace of educational his
tory that most progress has been achieved by the method of conscious . 
experiment. The process of advance has meant at each stage the setting 
up of new aims and objectives and new methods of attaining them. Con
tinuous experimentation is carried on in the educational world by persons 
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variously equipped and actuated by widely different motives and objeo
tives. All these, by their successes and their failures, contribute somewhat 
to the stock of our knowledge and the development of our technique. No 
ideas are, however, accepted unless they pass through the stage of careful 
experimentation. Consider by contrast the procedure of the Joshi Com. 
mittee. The first conclusion it states'is that the principle of educating chil
dren through purposeful creative activities leading on to productive work 
is sound. The form in which the principle is stated does not very clearly 
convey its implication, But letting that pass, we may enquire what the 
Committee means by saying that the principle is sound, It may mean that 
the prindple embodies an ideal educational method which should, if poll
sible, be followed, If this were all, it would be no more than a declaration 
of faith into which we need not too closely enquire. The Committee, how
ever, goes much furdler and recommends the adoption of this principle 
as the comer stone of our new educational system. When the Committee 
uses the word "sound" it, therefore, means that the principle embodies 
not only an iaeal but also an eminently practical way of attaining the ends 
of educational activity. At this stage we are surely entitled to enquire what 
evidence js being adduced to support this large claim, The Joshi Com
mittee gives no such evidence, You have merely its word for it. And so far 
as I liave been able to ascertain there' exists no single institution where 
the ideas sponsored by the Joshi Committee have been tried for any length 
of time. This is the amazing fact to which I would call your attention, We 
have here a large body of educationists vouching for the soundness of a 
principle which has never been put to a proper experimental test and 
recommending that the state should immediately spend considerable: re
sources in setting up schools based on this principle. Most of you will recall 
to mind, by contrast, the history of many an important educational idea, 
the struggles it had in gaining a footing and the adaptations and changes 
that it suffered in the process, ' 

I have no desire to disCuss the idea of "basic education" itself. This is 
not the place for such a discussion, and even if I were so inclined I conld 
add nothing to the able and concise minute of dissent of Miss Reuben, I 
am obviously also not against innovations. Indeed I believe that in con
stant and intelligent experimentation lies the only way to progress. But 
the uncritical acceptance of new ideas is, as harmful to progress as a hide
bound conservatism, In the field of education, as in all fields of social 
endeavour, the experimental test i. after all the only valid one and even 
our enthusiasm for reform or reconstruction ought not to lead us to turn 
a bli nd eye to this fact. 

It may be urged as against this insistence on the basis of experience that 
experimentation in the educational sphere has hitherto been difficult in 
India and has been confined to a narrow field. A two-fold reply may be 
made to such a contention. In the first instance, the lack of experimental 
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data would justify not a rash acceptance of a new idea but conscious ex
perimental effort in a variety of directions. Secondly. it would still be 
necessary to examine the basis of such experience as we have and try to 
learn what it has to teach us even through its failures. It is true that in 
the state and grant·in-aid system of education in India there has been 
little scope for conscious experimentation. But luckily for us there has 
been a rair amount of activity outside this system. There has been active 
in this country for thirty years past the movement of "National Educa
tion." Apart 'from this there have been the activities of missionary institu
tio;'s and special efforts like those of the Gurulr.ul or the Shantiniketan. 

, , , 
All these have something to teach. The experience of "National" institu-
iio;'s is of special significance. By the very condition of their .being, 
"National;' institutions had to set before themselves objectives of the type 
that are coming to be very generally accepted today. Their funds were 
limited, their certificates or diplomas were unrecognized and their students 
had for obvious reasons no' prospects of the ordinary service type. Under 
such circumstances 'these institutions had perforce to give their courses of 
studies a definitely practical turn. The difficulties encountered by the 
"National" institutions were no doubt not ,all educational. They were 
usually in difficulties for money and men. and the enrolment of students 
in them unfortunately depended too much on the strength of political 
sentiment. Granting the 'enormity of these difficulties. it must still be ad
mitted by all that these institutions found the reform of the educational 
system in the practical direction a task of very great magnitude. The 
nature of their very successes is significant. The one branch of the Tilak 
Vidyapith that could be really counted as successful was the Ayurveda 
branch. In Gujarat in recent times in places when men. money and enrol
ment 'have not been so precarious progress has been achieved in other 
direction· also. Reference may. for example. be made to the work accom
plished at Bhavnagar. But this has been chiefly in the direction of the: 
adaptation of well-established Western methods to Indian conditions., The 
thief successes of missionary effort have been in rural and primary school, 
or in ·educational efforts within closed communities such as the aboriginal 
tribes. "In recent times even within the grant-in-aid system a fair ntll1lber 
of private schools have tried· development in the vocational or the prac
tical bias directions. This is not the place to attempt a detailed list. What 
I desire to indicate is that 'the results of most of these experiments prove 
that our educational problem is far from being simple. and that no scheme 
of reorganization which' ignores the difficulties made evident by these 
experiments can be considered as having been soundly conceived. 

To return to the report of the Joshi Committee. We may begin a con
sideration of some of its specific proposals with noticing the new dividing 
line proposed by the Coromi ttee between the primary and the secondary 
stages. The COmmittee proposes that the primary stage should consist of 
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5lmldards I to VII instead of standards'l to'IV':asl<aI'!preseni:; As ,usmilit 
is alfficult to understand'the reasons at the 'bad.: ,of this ·proposal.1 Onel can 
only' hazard"a guess· that this, is perhaps.p.' coro1larJI bfthel seven years' 
Srneme for' basic educallion. U, basic: education ,has been, alreadlll planne:d 
as a seven years' course the Iirie iIlidivision betweeD,tIle!prim~,t2I)(!,sec!,.n. 
dary stage cannot be allowed to disturb its integrity; heru;e-, th!hliI)e . .!nus~ 
move fOrward. 'Or perhapS the'CominUtee '1'(3II,idraid thatjtlll'id,c:al,;qf a 
seven 'yean' compuisory' course· wouldJ nOll. be, a.a:epted .I.mless d»s .course 
was called primary: On any other· reasoning it wmild be Ali(licul~/lOi justi~y 
the propoSed thange. On 'the: other hand,the:case :for-dteisfatll4 quo coul4-
~. !Urged 'almost in the' words of the Hadowrepom;'lwhicbl also: ~e~che~, /!he 
cOnclusion 'tftat' die tine 'of division between ,the primU}' andlscoondary 
Stages should be plated at the' age-of n,+:It can,oo'mBintaine<il that .tb.~ 
present· division is in accordance with the resultS 'of psychological research 
and the' Jlractice'of! h!gislatotsand 'adniinistratoJ"S>"UI iti,is. 'admitte:dthat 
educational organization' is' likely to' be effettive" in , .proporuonnu,k.il 
based on the actual facts of the development 'of children. and i)'olmg! pe!l

s;,ns, the psychological argument' attains overwhelming> importut<te.. ,ifhjll 

argutbentis'reinforced by'lhe'natUre of -oul':eXisting stItoo1lorsahlsatlen.. 
A 'very 'large: number' bf our runil'primary'scltoohi,teadt obi}': upso . stand
IIrdc I¥ and' even the' Joshi 'Committee realises fhat" fot financiall reasons 
tompulsion dmnot at present be enforred'beyonil ,ther age,j)f.U,or.,stand
ard IV. When·we are yet Dot ,sure of reaching .tIUt:!>tagc, of:com~I&iQn even 
upto <standarli IV within a· reasonable ·time" j\. ~ms, at, ;!east ,prema~e to 
think oLa sevel) years', primaryC.()~se. As,,!llngj'as ,a,v~ry,large u.umber oJ 
pupils continuCj IiO, qllQ ~eir. s~oolillg at, t!li~~t;ll\9ard tqat fac~ ,sholjl,d, py 
itself suffice, ti> tpake ;u~ prganire e(\ugtion. uPJo,~u.w;l.,ar4 ~y ~J\ ,~~arat~ 
stage. It is no, Qoubt ,possible to exaggera~ the, iplpqrtanFe ~f~e, diyidin~ 
liJ;le; ~nd it i~. trl1e that ,wbatever the line of dixisioPI> proper Iin}~ageand 
conti~uity ~ust ,~~: JIlahltaine,d,betw!"en,we tw,? ~u.ges, J~ut ~,,1~ng: as the 
con~eptof t~e t~'1 st~es Jl6!'5i,sts the,?~lylogic:i! ,d},visi,<!n,~~, a~i swnd~d ~ 
,or the age 11'IT~i~ ,~0'le is appr0i>riatf, fo~thc;,~rR.",I~~f~on, o,~ ?ur SeC?Il;
~ry schools and 11 will, al~? help ~~tem'l]y ~~,reorga~lf~ti?n ?~ ~~andar~~ 
IV to VII of the rU1'al schools. I need not' reiterat«f that !h'ts issue ha. no
t!>ing to do with the question of lengthebing 'the' ~omp~jsory cotirse'. 'Pie 
'trend' towards taising tilC~schoor leaving' age'lS! so' ultiversal 'tnadts' ci~sir
IJbility no' longer needS' to be arghed."Ih !the; 'caSe"bf"rrtdi;i' ,th'e ne~d' tor 
raising the 'age is specially' urgent, as th~ fiatt'6&' cbimriittee lpoin'ted' Olit, 
·fot 'preyeD lion' of 'it wastageimd; relapse.' :We' ih6uld raise 1 the agE!,' \ipto 
IWhith ''Compulsory lIUendance'is req uirect)' to' the' fuP]' limit of out I financial 
resources; 'but· thao age in' nowise' deterniiriesnthe': man net' 'in 'whiCh' 'we 
<itganise ,the Qiffermtstagenm our 'tdacarion'al system: 
. 'The dispute regarding the ,1ii1«; of division Is notpurelyatadelilk It has 
considerable practical importance for the :elCisiingi 'fecc!mda.:r'scl'loois. A 
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majority,<lf these schools, are organised so as to cover the stage - standards 
IV, to XI. With the acceptance of the proposed line of division all these 
schools will be held to cover a part of the primary as well as the secondary 
stage. They would iii that case, as the Joshi Committee recommends, be 
expected' "to provide for the teaching of the remaining portion of the 
primary'tourse also. 

The main question which presumably engaged the attention of the Joshi 
Committlie was that of vocational training and vocational institutions. I 
have,' however, found it difficult to under.tand clearly the Committee'. 
proposals in this behalf. To the straight question whether the central 
schools under "Basic Education" should be treated as vocational or pro
vocatiooalthe Committee returns the oracular answer that they should be 
lahelleCl as neither the one nor the other. Of course, the oracular method 
was the only one 'appropriate in this case. For, when we have yet no know
ledge of how Basic Education works; the nature of its product could hardly 
be determined in advance. But the Committee'S recommendations are not 
much clearer even in more familiar fields, Regarding special vocational 
insiitutioDll the Committee makes the simple recommendation that "it is 
essential to'provide an adequate number of specialised vocational. indus· 
trial. trade and mechanical institutions" in view of the fact that the Com· 
mittee, has "put forward a scheme of primary and secondary education 
with a substantial practical instruction." This may be fairly interpreted 
to mean.: that the Committee's scheme of secondary education does not 
'provide for vocational training. The Committee thus seems' to have no 
suggestions to offer on' the specific question of vocational training. It 
presehts; on the other hand. an elaborate classification of types of courses 
to !>e' taught hi secondary schools. Among these courses are to be found 
,courses ,called a Agricultu~al", ·Commercial-, MIndustrial and technologi· 
caI."Theprimary division of courses suggested by the Committee is that 
into '''Cener~I''and' '~Science" and each of these divisions is further sub
divided. Ii, is not made' clear 'whether the division of the general course 
from scie~ce' means that no K;entific subjects will be studied by those who 
follow ~e general, course and vwt: vers(J. We are told vaguely that these 
,courses will enable students, to proceed to vocational institutions, higher 
university, courses' and for practical walks of life, without any indication as 
to what adaptations to each of, these particular needs are necessary and 
are provided for in the courses. ,Is the course of instruction suitable to a 
stu~ent who has to seek, practical employment immediately after leaving 
6cltooL the same as the course prescribed to a student who goes on to a 
higher vocational institution? Would it not have been better if the Com
mittee had considered for how many of these different types of schools 
there exists a real demand at present and how many of them could suita
bly. be !:stablished and where? 
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The difficulty of comprehending the significance of this elaborate division 
of courses is increased by the following recommendation of the Committee : 
"For standards VIII and IX the course should be common to all, with the 
exception of practical work." As it stands, the sentence can only mean 
that, while what the Committee calls "formal instruction in the class-room" 
will be common to all, the practical work alone fo~ each course will be 
different. This is however difficult to reconcile with the Committee's dictwn 
that "to every school subject there is a practical side and it is this that we 
want to see emphasised in our schools." There appear two alternative 
interpretations of the Committee's recommendations: one that for some 
of the courses there would be no formal instruction corresponding to the 
practical work, or the other that some of the subjects in each -;'f the courses 
would have no counterpart of practical. work. Neither of these alternatives 
seem, however, to be satisfactory. 

It is curious that in discussing the arrangements for vocational education 
and the various courses of studies the Joshi Committee makes no reference 
to our economic or social structure. A consideration of these is, however, very 
important for the subject in hand. Educational planning and social planning 
are very closely interrelated as Dr. Kotsching makes clear in his recent study 
of unemployment ill the learned professions throughout the world. It is after 
all- tiie facts of economic life that mainly determine the ages at which 
pupils finish their school education and seek entrance to occupations. We 
shall, therefore, do well to consider those salient features of our economic 
life which inftuence our educational system. Even the peculiar character 
of our present secondary education will be understood if we realise that 
heretofore this education was and could be availed of only by what may be 
called the "clerkly" classes and castes. As long as literacy is not universal 
and the art of writing remains a "mystery" those who have mastered it can 
gain a living merely on account of that fact. And while bookish education 
opens opportunities for freedom from manual toil, gives a higher social 
status and also perhaps a larger income it is no wonder that this education 
is eagerly sought. Anybody who studies the facts will tell you that even to
day the rewards in clerkly occupations in our country are proportionately 
higher than the earnings in the skilled manual occupations, than in other 
countries where education is more widespread. Consider from the other 
side the demand for the services of those who have received practical or 
vocational training. Agricultural lore of the traditional type passes from 
father to son without the need for the mediation of an extraneous edu
cational agency; This is also the case with the majority of Indian .crafts; 
though in many countries an elaborate system of apprenticeship has arisen 
in this stage of the economic evolution. Modern ,vocational education is 
after all a post Industrial Revolution affair and it naturally originated in 
England. The beginnings of modern vocational and technical education 
in England are found characteristically in the Mechanics' Institutes of the 
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eaiJy decades of the 19th century. The full development. of th~' ,t:edmical 
education system, however. took place in the latter half of th~ 19th .centurY 
in ,the countries of the European continent, ,wpil<;England laid .~ompar.a
tively greater stress on training in the workshop on ",modified (orm o! the 
apprenticeship system . .It Is noteworthy that as a resplt, ,of this,. dose and 
continuous connection of technical training with industry ,tIle ,unemploy
mentamong the technically educated is much less in England t\tan. in any 
other coun try of the world.' , 

It may .help to put our educational problem in the PrOper, pers~ctive if 
we' 'realise' this fact, that' the more elaborate forms of tec\micaland com
irIercial training have' been' called into being only, by the increasing' com
plexity or: tbe'ftechnique ,of industry and commerC(. WIlen! ,for e"i'!IIple, 
we 'Complain that' our grad""'tes ilL, agriculture do, not, take;, t~" practical 
farming or do not find employment on farms we do not pay "ufficien~ 
attention to' the organization of agricultUre in India."Agriculture i" India 
iS"conducted on'such a smau' sealeaJnd at such a !low level of remuneration 
that extremely few agricultural enterptises could bear even the minin)um 
overhead charges of a trained graduate iii agri~ulture. In, planning our ,voca
tional education we must. therefore. pay constant attention to the volume 
of' 'the effective demand 'for the products of such, education from our, ;tgr~
cultute, industry and commerce. Thus the effective demand, for agricultural 
'graduates could come only m-om very large encerprises - s).lCil 08 'mostly, ~ 
,not • exist 'in' this province...;.. or from government and"semillovernment 
agelicies'working for'the general improvement of agricultural practice and 
the disseminatiori of agricultural knowledge. The low gains in agriculture 
make it 'at presenUmpossible for this vocation to retain the 5el'Vice& of the 
educated. I make bold to differ from the generally accepted statement that 
the village child looks' down on manual work because he is, brought up 
on books in our existing schools. Such experience as I have of this matter 
leads me' to 'believe that the village child whlil attains a certain, degree of 
educational competence ,leaves the 'pursuit, of agriculture chiefl)l' because 
his educationa;l qualifications open for him Ii new avenue of employment. 
"Scl'far at least as the Deccan district •• of whose economy I have some know. 
"Iedge,lire cOncerned theN! is no tendency for people to deser~agriculture 
llnlessthere 'are prospects of Petter paid and 'more secure employment 
elsewhere. rAnd this does not mean any starving of the land for want' of 
labour;" In most 'Cases it is only one member of an agriculwral' family who 
thus takes his superfluous labour away from the fields and augments at' the 
same ,time!the meagre family income. So that eVen if we" succeed iri giving 
a "much greater practical turn to our schools - and we are all agreed tha;! 
this,shouldbe ,done-the educated vinager wiUnot he" retained in"agri
culture ~o long' as there is: a market for his educatiollal qualifications else
where, The problem. therefore. of the: connection of ,agricultiIre' to edu
'Cation resolves· itself into that of a universal spread' of educationhl facilities. 
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And I am not one of those .. who would scorn' even mere literacy at this 
stage. Having been engaged during the last year in the collection of data 
relating to the business of farming it has been forcibly brought home to 
me how even just literacy may help the farmer to avoid many mistake$ 
and many deceptions. This takes for granted, of course, that the problem 
of relapse into illiteracy can be dealt with adequately. It is on,ly when tp.e 
system of primary education covers the entire field that we, ~an expect tq 
have' a majority of farmers who are literate and to whom, therefore, the 
fruits of the progress of scientific knowledge can be communicated with ease. 

The problem of urban vocational schools is no less difficult. Numerically 
the artisan industries are the most important even in our towns. What is 
the type of education that the ·artisan industry requires or the educate4 
product that it will attract? Traditional Indian artisan industry requires 
little advanced technical training; acquisition of skill in it is largely a 
matter of heredity and long practice. At the same time, as in agriculture; 
the level of earnings in the handicrafts is' deplorably low; there is. nothing 
in their present condition to attract anybody who has received training 
whiCh commands a price in the market. All handicrafts are, Qf ~urse, not 
in an equally depressed condition everywhere. This City, for example, has 
a notable tradition of skill, enterprise and adaptability which has enabled 
its hahdicrafts to maintain a somewhat superior position. The. experience 
of the Drawin; and Design classes which the Sarvajanik Education Society 
conducted in a part of the artisan locality fully exemplifies, however, the 
difficulties of vocational schooling even in this City. 

There remains the demand from large organised industry and from the 
miscellaneous mechanical, partly mechanised and repair .industries. This 
is being partially met by already existing institutions; but there i~ still 
open here a field where cooperative effort between educational authorities 
and those in control of industry will open new avenues of employment to 
the technically educated. This demand can at best be,. however. of a strictly 
limited character. 

I present these observations not to imply that it is impossible to do allY; 
thing but rather to indicate the definite limitations under whicl\, we must 
plan. Though educationists when thinking in terms of ,their p~ofessiql\a). 
problems and technique may not pay attention to these considerations, the 
state must take account .of them in planning the educational, system. 

The main stages at which students leave. the school system in. India are 
three: at the end of standard IV, at the end of standard VII and at the 
end of standard XI. Little in the way of vocational training can 'bedone 
before the first of these stages, as most educationists are agreed about .the 
unsuitability of vocational training or bias so early in the child's life. But 
a! each of tile successive stages there arise the problems of preparing 
students for vocational ,training after the stage or giving a bias during .its 
last year .. A variety of courses and types of ,institutions may thus Pecome 
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necessary. The Abbot·Wood Committee has already considered some of the 
issues thus raised. What I would emphasize is the need for careful enquiry 
before adopting any particular type and before establishing an institution 
in any locality. The lessons on the comparative failure of our vocational 
and technical education so far must be borne in mind in determining the 
types. It is not also enough to think in terms of types alone and determine 
that they should be established in all localities of a certain size or char
acter. The adaptation to regional or local conditions has to be much more 
close. The Hadow Committee while suggesting the adoptions of "practical 
bias" in senior classes hedged the recommendation with the following 
qualification. "This bias should be introduced only after careful considera· 
tion of local economic conditions and upon the advice of persons con· 
cerned with local industries. It should not be of .50 marked a character as 
to prejudice the general education of pupils." This cautious attitude is at 
least as necessary in India tooay. as it was in England a decade ago. 

One of the most radical proposals of the Joshi Committee is the recom· 
mendation to abolish all public examinations. The evils resulting from 
the examination system have of late been much under discussion. The 
tyranny that examinations exercise over schools is immense and it leads 
to the deadening of all initiative. Still worse perhaps are the effects on 
academic standards of what may be called the "cult of the examination 
rank." And in this respect we of the teaching profession are'most to blame. 
since we have constituted ourselves the high priests of this culL It is today 
generally agreed that steps must be taken to mitigate the evils resulting 
from the examination system. At the same time it would not do to forget 
that the public examina tion came into being to serve a definite social need 
and that it still continues to possess considerable social utility. It is 
less than a century ago that the public examination was hailed as a great 
invention for securing non-partisan and competent recruitment to public 
services; and as the measure of impersonal recruitment in both commerce 
and industry increased standardised certificates. diplomas, etc.. testifying 
to training received by candidates became naturally popular with em· 
ployers. In neither of these important respects can it be said that the needs 
which called the public examination into being have ceased to exist. Thus 
in all countries examinations continue to flourish while the evils of the 
system· are universally deplored. No modification of the present arrange· 
ments will prove satisfactory which does not bear in mind these funda
mental considerations; it does not appear that they were taken into account 
when the Committee made its simple proposal to abolish all public 
examinations. 

A number of the suggestions of the Joshi Committee are so vague as to 
make comment impossible. The recommendations. for example. that "the 
aim of teaching English should be essentially practical" or that the Matri
culation Examination should be "modernised" are almost meaningless 
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without an indicat:on as to what they may mean in practice. Or agaill 
what is one to make 01 ,the bare assertion of the Committee that, "the stand· 
ard of instruction reached at the end pf pur llecondary course is intended 
to be that of the present Intermediate of the University." The possibility of 
reaching this' goal in ,the manner indicated is not only ,not ba~!J 
by evidence of any experience but even the predisposing conditions which. 
led the Committee ~o arrive at this highly optimistic conclusion are not 
indicated. I shall, however, not pursue further ,the examination of this 
report which I have found useful for stringing together some disconnected 
thoughts on the subject of secondary education. 

It will not be thought surprising if a student of economics refers to the 
financial side of the subject of educational reorganization. Finance after 
all is the limiting factor in all programmes of reform. I shall not deal with 
the question o£primary education. Mr. R. V. Parulekar indicated in a 
brochure published some years ago a reasonable approach to the financial 
side of primary education. Mr. Parulekar's approach was based on a care· 
ful study of the experience of other countries. One of his suggestions
that regarding the shift system - has been accepted by the Joshi Committee. 
Hi, basic suggestion regarding the adoption of a simplified curriculum has 
been virtu"ally accepted in ,the recent circular of government providing for 
gran~.aid to primary schools which do not attain the usual standard 
laid down by the department. Mr. Parulekar's approach is, of course, 
fundamentally different from the approach of "basic education." But 
obviously it is the only approach financially possible under the present 
circumstances. 

Financial considerations carry considerable weight in the domain of 
secondary education also. The bulk of our secondary educational activity 
is carried on by private schools in receipt of a grant·in-aid. Some of these 
schools are definitely conducted for profit, ohters controlled by registered 
societies are still dependent to ~ very large extent on their income from 
fees. The t~pe of school that will continue to be conducted by private 
persons and 'organisations will, therefore, be the type that can attract a 
certain minimum number of students. It is clear that at least in the near 
future the organisation of private schools will not deviate from the type 
dominant today. Vocational schools, bias schools or schools of any other 
than the standard ,t}Ope will in_ the large majority of cases have to be con· 
ducted at government ell'pense ,or 'will have to be developed by means of 
substantialgovetnment grants. This financial consideration does not apply 
merely to deviations £rom the standard type of school; it applies also to 
reform in the standard ,type itself. Most suggestions for ,reform, let us con. 
stantly remind purselves, mean increased financial responsibility! They in· 
volve increase in either accommodation, equipment or staff; usually in all 
these ,respects. It is, therefore, highly unlikely that a considerable number 
of private $chools l=Ould under the presen~ circumstances march quickly 
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along the path of reform. All those who have had anything to do with the 
management of private schools know the continuous strain to which their 
finances: are subject. And though in ~ecent years there has been a' distinct 
trend towards somewhat better equipment and somewhat larger staffs the 
pace of such improvement. without extraneous financial aid. can only be 
slow. ' There are no doubt, outstanding exceptions of a few schools in big 
cities to which the rich send their sons. I do not refer to these.' I do not. 
on the other hand, also take 'count of the small mushroom proprietary 
Schools of whom the less said the better. What I have said above applies 
to the big secondary schools conducted by well established societies which 
are representative of the better side of private school organization. These 
considerations lead to the conclusion that any radical improvement in the 
equipment and methods of secondary schools of the standard type must 'also 
be first attempted in government schools. The cause of educational reform 
in' all directions thus depends chiefly on the resources of government; and 
the, answer to the question whether the numerous ambitious ideas put for
ward at present can be given a fair trial depends on whether government 
finances can stand the €ombined strain. 
, I may confess that I do not believe that government finances can stand 

such a strain; nor do'I think it desirable that our slender resources should 
be,exhausted in attempting any ambitious untried schemes at this juncture. 
The problems ,we face 'aronumerous and complex. our resources 
are appallingly small and the basis. of our experience is highly circum· 
scribed. The one relieving feature of the whole situation is that we are 
now for the first time in a position to think and work outfot ourselves 
the solution to our problems. We are emerging from the Age of Bureau
cracy into. what we hope will be. the Age of Democracy. Hitherto our edu
cational system has been narrowly planned. highly centralised and minutely 
regulated. It' has,also been artificially divorced from many vital aspects of 
our national life. The possibility of changing all this is both our hope and 
o,ur inspiration. Uncritical reforming, 2eal leading to wastage of resources 
and ultima,le disillusionment will give us a set-back from which we may 
find .it difficult tAl recover. ,We niust. therefore. move forward with caution 
in, the initial stages. 
, The immediate and"urgent need. at 'least so far as the secondary edu

cation system is concerned. is 'to enlar~' the basis of our experience' by 
carefully planned experiments in a large variety of directions. The experi
ments must be adapted to every type of need. every type of institution and 
every . type of local condition. Such work can be performed only if' aU our 
resQurces. and energies are harnessed for the purpose. In a programme of 
ac~ion of thilJ character your Federation caR play a very important part. 
It may carry out preliminary surveys and may even take the initiative in 
planning. ,The programme. however. requires for its conception and exe
cuti~n t~t many conditions, be previously satisfied. In the first instance; 
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the attitude <If govef/ll1!ept amJ ,t\le <jepartment must, be Iiberalis~d. The 
administration of the inspecting system must become much more elastic 
and a certain amount of money must also be provided (or the purpose. The 
managers and heads of schools must also become genuinely interested in 
the educational activities they are conducting. They must further inspire 
a similar feeling in the large body of teachers. This can happen only if a 
democratic spirit is infused in the academic side of the administration of 
"tir schools, both government' and private. Bureaucratic: methods' ate' no 
monopolyofgoYetnrrient departmentS. Theyare'alsoto be found in many 
ot our 'large 'private edticaional organiiation~. The success of educational 
~perimentation 'how~ef,' depends,' iIi a'great measure on the genuine 
inte~est and co-operatio~ of' the individual,' teacher; and all that makes a 
teacher feel secure ana contented in his pOst' and 'interested' in' his: work 
makes also for the' cause of educational 'progress: Lastly, duplication and 
waste of 'resourees' must"' be' avoided by ~o.operation' and ':\ constant! inter
change of ideas.' Th~Federation and 'itsafliliated associtions cm"'ph':y " 
specially important part in the last particular. We are all, I am' 'afraid; 
always more ready to talkof'firlt principles in the abstract than 'to discuss 
concrete problems' in a' practical marmet. It will help the cause 'ilf experi
mentation a great deal >if in the periodic meetings of local assOciation! 
and ilr this Conference sbme'time is set apart specifically forgiving achmnts 
of concrete experiments 'completed or in progress and'a discussion of their 
implications' and their' results. , ,.' 
. 'I have"doIie. The concept of the teacher as an unpractical dreamer 'i9 
tapidly gMng way 'to the concept of the teacher as' a dynamic social force. 
The ne>w eoncepr,' as it is more honorable,' carries' with it greater responsi· 
bilities, It'l'equlres on oUr part greater knowledge of our surroundings 'and 
greatet'~ym'patht; It also'requires a'more rigorous,'and a ',more' continuous 
use of out iritelIlgence 'in ,the 5OIution of the problems' that' face OUT prllJ 
lession' and Our isoGiely. f£hereqUi'temerlts' are exacting;; bUt'it is onlY'in the 
measure- that we 'fulfii; them' that we shall participate in 'the realisation of' 
Dhe New Age that' 'we all' hope is about to dawn 'in' our country,' ,:, 
,I ~ I ..:," , , ' "", , 
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NO time could, perhaps, have been more inappropriate for the appoint
ment of a Commission for an enquiry into the general condition of the 
Indian universities than the present. The aims of university education and 
the structure and working of universities are, or have to be, intimately 
rela.ted to the general political, economic and social environment and are 
conditioned by it. Conscious reconstruction of the system of higher edu
cation projected or undertaken by a State must reflect the social objectives 
that the.State sets before itself . .consequently a consideration of the general 
problem of university reconstruction cannot be profitably undertaken while 
these .objectives are undetermined and social, economic and political con
ditions are in such a stilte of flux as Ihat in India of the present. 

The ahove may be elucidated by reference to two major outstanding 
issues, one political and the other economic. The political question is whe
ther the Indian. polity is to be considered as completely federal or as, in 
the main, unitary. On the reply to this question depend the answers of a 
great many questions in all fields, including ,the educaLional field. The 
Indian Union comprises many regions and people with divergent circum
stances and traditions and speaking many languages, of which about twelve 
major languages have a long history and considerable literature and whiclt 
are more or ,less on a Par with eaclt other in most respects. On one view of 
these ,facts the appropriate political structure for the Indian Union is a 
completely f~eral organisation. The federalists would maintain that given 
an appropriate division of subjects hetweenthe Union and the States ·the 
div~rsity of language is no $Puree of weakness to the centre; th~ would 
argue that by giving fu1l8cope to the natural development of these different 
streams you could greatly enrich the common heritage of culture on whiclt 
they all draw and strengthen its binding force. The Unionists deplore the 
fact of diversity, would endeavour to replace as far as possible the major 
Indian languages by one nationalt language and would bring under centra
lised direction and control even educational and cultural activities. All 
talk of development of State language and areas they would dub 
"fissiparous". 

University reconstruction can begin confidently only after a decision on 
this major issue has, in fact, been reaclted. It is likely that the resolution of 

• Submitted in December 1948. 
t The federalists would prefer the term "federal language" to the term 

"national language". 
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this highly controversial issue will take some time and today it is an open 
question which side will prevail. 

The economic question is that of planned reconstruction. Will planning 
will, a definitely socialistic bias be the prevailing economic policy of the 
State in India or will the prevalent quasi-monopoli;tic capitalist system 
persist for any length of time? Existing conditions of university constitu
tion and operation reflect existing economic conditions and the question
naire of the University Commission is concerned chieay with problems 
arising out of them. Any planned economic reconstruction with a socialistic 
bias will change conditions of admissions to the universities and of univer
sity finance. development. etc. radically. and must affect. fundamentally. 
all thinking relating to the reconstruction of the system of higher educa
tion in the country. In this connection. again. the future is highly 
indeterminate. 

Reference may also be made to a third speculative element in the situa
tion. There is considerable talk (and has been ever since the beginning of 
nationalist aw'!kening) in India of the specific Indian contribution to the 
stream of world civilization. The universities of the future ought to be 
greatly concerned with this potential Indian contribution. Today. there 
is little sign of any such contribution being made. The Indian intellectual 
soci~tLis, at present. a member on a secondary level of the general West
European system. more particularly of the English-speaking. The pre
condition for a change in this state of affairs and for the possibility of the 
specific Indian contribution beginning to emerge is the conscious investing 
of the term Indian with significant content. Much confused thinking pre
,'ails on this issue. The term Indian is made synonymous with the term 
"non-descript" by many; and the evident need £elt of avoiding the main 
Indian stream that of Hindu tradition. is evidenced by the recent exclusive 
emphasis on Buddhist symbols, This attitude, would lead either to a per
petuation of the present condition of Indian intellectual activity having 
no moorings or to a meaningless revivalism. This issue does not touch as 
directly the organizational problem of Indian universities as the political 
and economic is.ues menitoned above. Nevertheless it will greatIyinfluence 
the spirit in which Indian universities will be worked in the future. 

It is difficult. in the circumstances. to give detailed replies to the ques
tionnaire of the University Commission. The Maharashtra University Com
mittee. 'of which I was a 'member. examined most problems of university 
education in the context of conditions prevailing before 1947. On the 
assun,'ption that these persist to a large extent. a not untenable assumption. 
my vIews on most matters would be those incorporated in the report of the 
Maharashtra University Committee. 

However. the impact of new political and social conditions cannot alto
gether be avoided and I set out below some observation on how these are 
likely to affect the working and development of university education in the 
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future. The initial problem is related to the scope and nature of the system 
of higher education of the future. Certain trends regarding this have been 
marked in recent decades. These are the inclusion within the universities 
of communities and classes which were hitherto outside their sphere and 
the establishment of collegiate institutions at the smaller and remoter cen· 
tres of popUlation. Both these reveal a wide and increasing demand for 
university education and this continues to grow. The tendency is empha
sized by the demand for the institution of external degrees which will 
enable persons to obtain university degrees without entering collegiate insti
tutions. 'This increasing demand for university education is not, of course, 
peculiar to India. However, it has special results in India owing to the 
poverty of the people and the limited financial resources of Indian gov
ernments. In recent times, a substantial part of the finance of higher edu
cation in West Europe used to be contributed by private endowment. This 
part has steadily diminished and today the emphasis everywhere is more 
and more on State support. In India private endowment has not played 
as large a part in the past and may be considered to be of small account 
in the future. This is both because the needs of higher education will 
rapidly expand and because any socialistic bias to fiscal policy should 
diminish concentration of wealth. Today universities and higher collegiate 
institutions depend, for the most part, on government grants and their own 
income £tom fees. The almost exclusive dependence on these two sources is 
likely to increase rather than diminish. At the same time the demand for 
increased salaries by teachers and the higher standards and costs of equip
ment are rapidly increasing the cost of higher education per pupil. 

The increasing gap between income and expenditure of collegiate in
stitutions can be bridged only by increasing the rates of fees charged by 
them or through receipt of more liberal grants £tom government. A con
tinuous increase of tuition and other fees means an effective bar to spread 
of education among the backward communities which are also usually the 
poorer communities. In the post-war period, the increase in fees that has 
already . taken place, is having the effect of narrowing the range of 
educational opportunities of everi the lower middle, especially salaried, 
classes who, particularly, have been adversely affected by war condition •. 
Government grants as a rapidly expanding source may also be ruled out. 
Provincial governments who are directly responsible for the finance of 
higher education have many claims on their limited resources.,The claims 
of compulsory primary education and technical secondary education are 
specially urgent and these require such large funds that the educational 
budget of every provincial government is bound to work under a strain 
for many years to come. Central revenues may contribute towards attain
ing special objectives particularly in the field of higher research. They 
cannot, howe~er, be. depended upon as a source of current income for 
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the normal activities or tile normal' expansion of activities of the, provin
cial universities. 

Any inteIligent planning of the field and work of Indian universities 
must take account of these basic conditions. For each region" estimates of 
the funds likely to be available for the maintenance, of universities and 
collegiate institutions must be made, and the plan of future development 
must be' framed within the limit laid by these estimates, The moment, it 
is -realised that financial considerations narrowly limit future' possibilities 
of increasing the number, size and variety of collegiate institutions and 
university departments, a definition of priorities will become necessary; 
and obviously these priorities will be deterntined by reference to the plans 
of development, especially economic development, of the State. Considera
tion of the pace and direction of the progress of university education could, 
in this manner, proceed only on the basis of given data in relation to not 
only finances of government but also their development plans.· And b~ 
cause of the limited financial possibilities no large programmes should get 
under way ill" the absence of development plans of government or without 
,definition of ,the relation of educational development, to these plans. 

The same general considerations raise another important issue ~f policy. 
At present the opportunities of higher education open to any student in 
India- are determined entirely by, his economic resources. In a few pro
vinces, like Bombay, a special system of governmental scholarships to 
students of the intermediate and backward communities has!fjelped a 
small number of students of these classes to obtain higher education. How
ever, the scope of the operation of this system is limited and, for the 
larger part, education is rationed even in this province chiefly in relation 
to the purse and not to, proved ability to profit fr~m the' training. Before 
',the Indian, educational, system can begin to fulfil' social objectives' now 
generally avowed, two requirements will have to be fulfilled. Ilf'the first 
.instance, it, must provide for all with innate ability to receive"grades of 
education, suited to them. This can only be done by a widespread system 
of school, and higher scholarships and maintenance grants' suill as was 
developed, in modern times, in the. 'U.K. The special handicaps imposed 
on certain communi ties by the special social and economic conditions In 
India cannot, however, be removed under the U. K. system' of freely, com
petitive scholarships. Therefore, a wide 'system of Scholarships' on the 
pattern of the U.K. will have" to ,be modified in India, by some' special 
\reatment for members of the backward communities. This alone can mee't 
o~r needs. A really effective system of scholarships and maintenance' grants 
will be extremely costly in Indian conditions; and this will impose another 
limita\io,\ on the pace of educational development in India.' , ' 
, The report of the Central Advisory Board of post-war d~elop~enis 

contains a, suggestion that the admission even to high schools,in' th~ future, 
should be made, after a selective test, This is, however, a stage' that 'can 
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come after and not before an extensive system of scholarships and main
tenance grants has been in operation. A completely planned and controlled 
system of education will direct all educands. after the initial compuisory 
stage, into various institutions and for various periods according to their 
tested. proved OI1'supposed ability. But such a plan can work only if the 
State assumes fuil responsibility for the costs of education and maintenance 
during .the period of ,education of ail pupils to the extent that their own 
resources ,are inadequate for this purpose. In a poor country like India. the 
'operation of such a full plan is at present far beyond the range of what 
is practicable. A widespread system of scholarships and maintenance grants 
does not do away with the present system of rationing by the purse; it 
mitigates to the extent of its scope the evil effects of the present system; 
and.it is wi th this that a beginning has to be made. 

The considerations set out above clearly indicate that the system of 
collegiate. education in India must be both widespread and cheap. It has 
to be cheap because the country is poor. and it has to be widespread in 
order to bring, educational facilities within the reach of as large a propor
tion of the mass of the people as possible and to keep down the cost of the 
systempf scholarships and maintenance grants. Our circumstances also 
make it necessary to introduce within the institutions of higher learning 
in India as large ,an element as possible of "earning while learning" which 
is said to play so large a part in the educational system of the U.S.A. To 
my knowledge the only systematic 'attempt to introduce this element in 
a :way, suited to Indian conditions is that made by the Rayat Shikshan 
Sanstha. Satara.,;, 

A system . of . cheap and widespread higher education could function 
satisfactorily only.if it is fed and supplemented by intensive work of the 
highest rypes of post-graduate training and research at a limited number 
of centres., It, is clear that these centres of research and post-graduate train
ing will have, to depend to substantial extent on central subventions; some 
of theDl, .willbe directly conducted and maintained by the centre. 
Th~ Indiall system of, collegiate education seems to be developing into 

a three-tiered system: (1) Indian Union institutes of research; (2) Centres 
,of post-gradua~e training. and research at headquarters of state univer
sities;"llIl?: '3) Collegiate institutions imparting instruction chiefly up to 
the first-degr~ stage. widespread ail over the country_ The change since 
the days of the Saddler Commission must be \aIlen to be the need for 
degree colleges in localities where intermediate colleges might have been 
formerly ~onsidered sufficient. How' fast conditions in this regard can 
change will appear from the difference between the situation in 1942 and 
that in 1948 in Maharashtra. In the former year the Maharashtra Univer. 
sity Committee commented on the concentration of educational effort in , , 
Poona ,~d felt, ,that the organization of the University of Poona could 
,pro(~;e~ on ,\he assumption of the continuance of such concentration. By 
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1948 the number of centres of collegiate institutions outside Poona, with,.. 
in the area of the Poona University. had increased from 3 to 8 .. There is 
little doubt that the scheme of the working of the Poona University as 
outlined by the Jayakar Committee would be materially affected by this 
change of circumstance. It would appear that the facilities for higher edu
cation in India must be spread in relation to population in the ratio of 
one degree-college centre to every 10 to 20 Iakhs population and a univer
sity centre for every 60 to 100 lakhs population. The centres could be 
fewer in the more densely populated as compared with areas more sparsely 
populated. '.' ' I 

The number of central all·India institutes of research shoWd be kept 
at a minimum. (there is no need to establish them except for fundamental 
natural science research) and as large a proportion of the central fund as 
possible should be made available for the development of state ulliversity 
centres. It is now clear that the division of revenue resources and adminis
trative responsibilities in the Indian Union will be such that state govern
ments will hi continuously short of money and any surplus funds needed 
for plans of development etc. will be all concentrated in the hands of the 
Union Government. In the circumstances. it is possible to take tWo views 
regardirig possible future arrangements. It may be thought, desirable to 
concentrate control of expenditure of central funds on· education in ,the 
centre and to conduct activities financed by them almost entirely under 
direct central control. The other view is that direct central conduct of such 
activities should be kept to a minimum and that surplus funds available 
for education at the centre should be distributed on the basis of certain 
criteria related to needs and opportunities of the various states. The' use 
of funds made available to state governmenis should be subject to general 
central supervision and schemes financed through them should be brought 
within the central effort at clHlrdination of activities. There should. how· 
ever. be no further detailed control by the centre on the expenditure of 
these funds by the state governments or universities. The .latter· view. 
which I hold strongly. is based on the conviction that India has suffered 
greatly from complete administrative centralization under' ithe British. 
Regional and local effort. in which resides a large creative eIelnent, has 
been almost completely suppressed. except where it has: been able to, dis· 
pense with the need for official patronage. The prevailing tendency is to 
insist on centralization and to perpetuate the British system. If this is done 
the stilling effect of centralization will continue to be felt; there is also 
great likelihood. in this event. of an extremely uneven distribution of ,the 
advantages of central expenditure in India. 

Two important aspects of universiry reorganization 'are intimately con
nected with the political. economic and social structure of the future. They 
are (i) the language of instruction and examination at the universities. 
and (ii) scales of salaries of university staff. No language can suwive in 
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the future as a live instrument of thinking and the communication of 
thought which is not employed as the language of instruction at the 
highest educational stage. Also. no society in which the language of the 
lower stages of the educational system is also not the language of the 
highest; can function along democratic lines. Therefore. the only .choice 
in -India ,today is that between (i) basing the whole of the educational 
system in any state completely on the language of that state and (ii) mak· 
inga'iVigorou~ effort to root out all languages other than one "national" 
language. The choice is between having one "national" language and 
having a numher of state languages and one "federal" language. If it is 
decided to .have only one national language. the working of the political 
and social system in areas where. and so long as, the national language is 
not the language of the people. will be as undemocratic as under the Bri· 
tish. The decision to maintain and develop the state language will. on the 
other hand. imply an effort to canalise the trend of their development so 
that ,they remain close to each other and have all an integral relation with 
the "federal" language. The chief way in which universities can help this 
effo(t· iSI I~. co-operate in the creation and use in common of the termino
logies that· will .beneeded by all the languages introduced newly as media 
of instniction of university teaching. 

The question of the salaries of university teachers may he examined in 
two contexts. Firstly. it is' a part of the general structure of salaries and 
standards of payment for all the salaried and professional classes. In India 
of today this structure has been determined by the administrative system 
of the British. The opportunity of beginning a radical revision of these 
scales was open to the Central Pay Commission but was completely missed 
ihy that body. In relation to the Indian national income and the current 
~tandards of living of the peasants and labourers. the salary scales in India 
have been pitched too high and the disparity is marked especially in rela· 
tion 'to the higher classes. among which university teachers fall. This had 
had a ~eries of conseqiIences. One of these has been the perpetuation and 
intensification of the cleavage which the caste system had always. main· 
tained in Hindu society. Secondly. undesirable encouragement for seeking 
higher education because of the specially attractive opportunities open to 
its recipients. Thirdly. it has resulted in narrowing the range of effort at 
social reconstruction. including educational. open to the state in India by 
maintaining its cost at an unduly high level. It has in every way inten· 
sified the problems of social and economic inequality and their proper 
'SOlution will be found impossible so long as the present scales are main. 
tained. ' • 

The general problem cannot, however, be considered by a Universities 
Commission, whicll can only examine the relative position of university 
teachers in the background of the general levels of earnings of the salariat 
GIlld the professional •. However, in this relative examination it should be 
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informed by the awareness of the impropriety of the higher ranges of 
salaries in India. For the larger part, the problem of the salaries of Wliver
oity teachers is a problem of employees of government or of semi-official 
institutions. Universities, because they are overwhelmingly dependent on 
government assistance, are considered only semi-official institutions, and 
the problem of the salaries of even university teachers is ordinarily con
sidered in the same way as that of the salaries of the employees of the edu
cational department, i.e. as of relative positions in an official structure. 
This has two consequences. Firstly, the necessarily lower salaries of readers 
and professors as compared 'With comparable ranks in administrative ser
vices tend to create an inferiority complex among them. Secondly, the 
comparatively high educational. salaries deprive the teacher of the moral 
influence which the traditions and scales of, say, the British universities 
may give him. 

The position of the Poona collegiate institutions is unique in this con
nection and it might be worth the while of the Universities Commission 
to pay some attention to it. Poona payments are, as compared to other 
Indian colleges and universities, very low; but Poona is, perhaps, also the 
one centr~ in India where the academician completely holds his own in 
society. Poona facts prove that the salary is a comparatively minor factor 
in 'tIle recruitment of teachers when appropriate traditions have been 
built up and the right opportunities are offered. The building up of these 
traditions have helped not only the working of collegiate institutions in 
Poona but also. the spread of education 'at all stages throughout Maha
rashtra. It is hoped that the establishment of the University of Poona does 
not lead to any break in this tradition. At the time of the revival of the 
Deccan College as a Post-graduate Research Institute it was recognized that 
Poona conditions called for a special treatment of the scales of salaries 
fixed at the new Institute. The progress of the Institute during the last 
ten years has demonstrated the practicability and desirability of this step. 
There is no reason why the University of Poona should now adopt a dif
ferent approach. Indeed, it is even more necessary than in the case of the 
Deccan College Post-graduate Institute, that the salary scales of the Poona 
University .hould not be far above the salary scales of the Poona colleges 
and institutions. Unless this condition is satisfied, harmonious working of 
the scheme of co-ordinated teaching at the Univerity will be found' diffi
cult. In case salaries at the Poona University conform to general Poona 
concepts, their level will be substantially lower than that at the other In
dian universities. 

The peculiarity of the Poona system, which is now the Maharashtra 
system, is that educational institutions' originate in the efforts of a band 
of teachers who look upon their work as a life vocation. These institutions 
also continue to be largely under the control of the body of teachers who 
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thus do not look upon the institutions merely as their employers. It is these 
factors which diminish the importance of the salary incentive. The condi
tions obtaining in collegiate institutions cannot be easily reproduced in 
a university. In the Poona University it is hoped to maintain the original 
spirit by integrating the working of the University with that of its con
stituent insitutions and by being able to draw largely upon the teachers 
in the colleges for recruitment of the staff of the University. Also. in the 
constitution of the University the academic side has been made autonom· 
ous to a large extent and its control left almost completely in the hands of 
teachers. thus securing a continuance of the traditions of Poona educational 
societies. 

It is difficult to believe that the Poona example will affect existing uni
versities or official' educational institutions which it has not affected in the 
past. Their development and expansion depend almost completely on 
official action and state finance. Their employees are not directly and con
tinuously interested in their development plans. These university em
ployees are not also cut off altogether from the general official hierarchy 
as the body of teachers in Poona is. Therefore. the problem of the salaries 
of these university teachers cannot be isolated - as it has been partially 
isolated in Poona - from the problem of the general structure of official 
salaries. However. there is no reason why the Poona experience should not 
prove to be of value in planning for the future. Even though Poona con
ditions cannot immediately be reproduced elsewhere it is clear that the 
main features of the Poona system - the autonomy of educational effort. 
the comparatively low salaries of teachers and the social prestige enjoyed 
by them - may with advantage be incorporated in any plan of university 
reconstruction in India. They are not only all desirable and necessary in 
themselves but also they fit in completely with the Indian academic 
tradition. 

Today the situation in relation to the future of higher education in 
India is somewhat uncertain. While many plans have been made. im
mediate action appears assured chiefly in two directions. Considerable 
expenditure will have to be incurred in the attempt to make primary edu
cation compulsory and free; also considerable sums will be spent in build
ing up a national institute of research and other activities such as those 
of the archaeological etc. departments. which are under central control. 
The commitments of governments and of the Constitution in relation to 
primary education are so wide that even a modi Gum of them could be 
fulfilled only with the severest economy. The staffing and conduct of cen
tral departments may. on the other hand. be expected to be as liberal and 
wasteful as at any time during the past. Secondary education and atate 
universities will most probably be chronically starved of funda. There 
appears little 'chance of a rational. balanced plan. covering all educational 
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stages. emerging. In the same way there are no signs that the revolution in 
political and social ideas necessary to bring into being a really democratic 
society is impending in India. The provision of an educational ladder for 
the poor or a proper approach to the language question thus appear un
likely. In consequence. the situation is not favourable for thinking con
cretely of the reconstruction of the universities of India. 



OUR EDUCATIONAL POLICY· 

OUR nation has set to itself the task of rapid economic development. The 
Constitution prescribes certain goals of social policy in which considerable 
stress is laid on equality; and apart from the directives contained in the 
Constitution greater economic equality and diffusion of well·being are 
necessary pre-conditions of social and political stability without which 
rapid economic development cannot take place. Education is relevant to 
economic development directly in its role of building up human resources. 

The importance of a high level of general education is obvious for eco
nomic development. The pace of assimilation of modern technology 
depends on the level of education of workers in fields and factories. For 
example, the maintenance of efficiency and progressive improvement 
depend closely on the ability of workers to follow written instructions. 
Moreover, on the assumption that there is fairly even distribution of 
ability in the population - and all evidence appears to support this 
assumption - diffusion of general education is essential for proper use of 
human resources. Unless there is a minimal diffusion of education and a 
minimal equality of opportunity, great waste of natural human talent is 
bound to occur; and without attaining these conditions, power in society 
will continue to rest in the hands of small closed groups. 

The primary aim of educational policy, especially in a backward society, 
has to be the attainment of a minimal level of general education for the 
entire population and provision of equality of opportunity for further edu
cation. All future progress, especially economic, also depends on continued 
advancement of knowledge and technology. Therefore, provision for and 
encouragement of research activity assumes special importance. 

Investment in education embodied in members of society can be looked 
at from two points of view: the social and the individual. The training 
and education obtained by an individual is a factor in determining his 
level of earnings, and from this point of view investment in education could 
be treated as any other particular act of investment. However, there is. an 
important part of educational activity which may not be reflected in diffe
rentiated earnings of individuals. There are at least two types of such 
activity. The first is the building up of a basic level of knowledge, under
standing and skills in the generality of the population, which, because it 

• Memorandum submitted to the Education Commission, published in Opi .. ;"", 
Vol_ V, Nos. 51-52, April 1965, pp .. 7-18. 
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is a common level. is not reflected in earnings of any particular individual; 
secondly. investment in .advancement of knowledge results of which cannot 
be appropriated for the advantage .of any particular individual. 

The Indian educational system. like many others. has two broad divi
sions. the public and the private. The public covers chiefly primary .edu
cation. technical and vocational education and the universities; the private 
covers the fields chiefly of secondary and non-professional collegiate activity. 
This distribution of activities is connected with the difference between the 
individual and the social benefits of education. suhject to one important 
exception. This is that where investment in education which benefits indi
viduals requires high initial capital investment. private effort has been un
able to enter the field in India. (An exception, however, is th'e recent 
development of medical tollegesdependent on 'donations' from students.) 
Also. most constituents of the private sector of educational activity depend 
on help from public funds. 

The highest priority must be accorded to the objective of free; and COlU

pulsory educaaon up to the age of 14 embodied in the Constitution. The 
next priority is obviously research activity in all fields . .Both these activities 
have to be parts of the 'public' system.· For reasons connected with heavy 
initial costs and with importance attaching to manpower planning in the 
teclmieal field, technical education as well as most of vocational education 
has also to be included in the public sector of education. Secondary edu
cation above the compulsory age and first degree college education (arts. 
commerce and science) have to be largely left to private effort; in this cate
gory would also fall the less costly vocational education. What has been 
called a 'selective' approach is impossible to adopt in education. In fields 
where promotional activity and support at selected or strategic points 
activate the whole area, Ihe. selective approach would be appropriate. In 
education not only are very large areas completely dependent on public 
support but private activity in other areas also requires support and seeks 
guidance from public autllorities. Moreover, the total educational effort is. 
or has to be. so highly integrated that public policy has to take a compre
hensive view and to plan action, direct and indirect, in relation to all 
aspects and activtities. 

It is unfortunate that the directive' contained in the Constitution has 
not been followed in full measure. Apart from constitutional propriety. 
all considerations' relating to economic development and social' justice 
demand that the most strenuous efforts be made immediately to fulfil the 
constitutional requirement as early as possible. To the extent that the 
availability of teachers and buildings compel the adoption of shifts, part
time education between, the ages of, Il and 14 may have justification. It 
should not, however. be related to the possible employment of juveniles. 
There is little evidence available in economic surveys. of any large-scale 
employment of juveniles either in the cities or in the countryside. The 
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extent of urban unemployment and under-employment in the country do 
not point to considerable possibility of juvenile employment. There are 
some special features of the situation, such as the very general neglect of 
the schooling of older girls because of the requirement of. looking after 
younger children when the mother is away at work. Solutions to such prob
lems must be thought out. There is, however, no need to think generally 
of part·time education for the age-group II-H. Free and compulsory edu. 
cation of 'boys and girls up to 14 is an objective which must be put in the 
foreground and attained at the earliest date. 

Fulfilling the constitutional directive is a sufficient short-term target 
for the public system in general primary education. Beyond this the field 
of general education is largely left to private effort. Vocational and techni· 
cal education may also begin at 14. Attention has to be paid in this context 
to the pattern of employment. All data point to relatively little employ
ment in the urban areas before 16. Rural employment before 16 usually 
takes the form of help in agricultural operations, especially at peak periods, 
which calls for little vocational or technical training. What is the best form 
which vocational or. technical training between 14 and 16 can take? What 
is the most suitable form of training for those who enter the labour force 
at 16? Should this be in the form of a bias given in the general secondary 
education course or should it be full-time vocational training? Moreover, 
should the fact that large numbers may enter the labour force at 16 be 
allowed to shape the general form and content of secondary education? The 
relevant conside~ation, in this context, appears to be the degree of voca
tional skill or technical knowledge expected or required of persons enter
ing the labour force at 16 in the types of employment that they are likely to 
obtain .. In general the employments obtained are, for the most part, either 
unskilled or those which require little previously acquired skill or techni
cal training. Therefore, it does not appear reasonable to allow the require. 
ments of this group to influence the form and content of secondary educa· 
ion. Also, the relatively small and rudimentary special training required 
by this group for entering employment does not seem to indicate the need 
for incorporating on its account any specialized course in the general 
secondary course. Instead of trying to shape secondary education in relation 
to the requirement of this group, it is best to provide for them by short 
11 or 6 months' specialized courses, whol&time or part-time, at the end of, 
or even during, the course of general secondary education. 

The approach adopted above can be generalized. The extent of special 
skill or technical tll3ining provided for, has to be related to the require
ments at the time of enrty into the occupation. The lower the age of this 
entry the lower the importance of specialized technical knowledge and the 
greater the importance of such forms of training as apprenticeship or in
service training. This has special relevance to secondary education. The 

.... 
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complaint that specialization begins, too early in secondary education in 
India is very well founded. The presen~ practice is related to two sets of 
considerations. Firstly, the Reed for providing for those who .enter into 
the labour force at the end of secondary education. Secondly, preparing 
specialization at higher stages. I have reasoned above that the first gJlound 
is not substantial. Regarding the second a number of observations may be 
made. It is doubtful whetller early training in owecial subjects has any 
considerable value in future studies in those subjects. Opinion is now vee>"' 
iug round to the view that insistence on requirement of previous training 
in particular subjects may be inappropriate even at the post-graduate 
stage. ,Forcing students to make a choice which will determine their life 
career some years before the secondary school leaving examination increases 
the possibility of maladjustment to a very large, unnecessarily large, extent. 
Everything, therefore, has to be said in favour of a general system of second
ary education which covers humanities, social studies and natural sciences 
with options to vary emphasis within them but not to eliminate anyone 
altogether. Further, whatever the options exercised at the secondary stage 
they should not be considered to restrict or delimit choices at the later 
stages. 

All or.-this means t1lat the system of vocational or technical education 
should begin at the end flf general secondary education, except for the ele
ment -of sllOrt·term courses. General secondary education, though operated 
largely through private effort, would, in, fact, provide. together with' the , 
public system up to 14, the base on which all the later educational system 
i. built and this must ~e taken as the necessary base. 

Looking at secondary education from this point Ilf view, one has to face 
the problem of numbers and has, to elucidate the connection between the 
primary and secondary stages and the public and private systems. Financial 
considerations naturally come in. Private effort in secondary education is 
necessarily limited by the extent 'of help given by the State. The other part 
is, of course, the support to private effort given by society. The relevant 
concept in relation to public policy relating to secondary education is that 
of equalisation of educational opportunity. Equalisation of opportunity is 
relevant even to fields other than secondary education. However, if secon
dary education is considered, as above, to be the base, special importance 
h:tS to be, attached to giving everybody the chance to acquire secondary 
education. ' . 

Measures taken to equalise educational opportunity may help the spread 
of secondary education; and measures supporting the spread of secondary 
education. would extend education at that time, and. therefore, in part, 
equalise educational opportunity. Reference may be made, in this context, 
to the policy of some state governments to cover tuition fees of students 01 
a given category (e.g. children of parents with an income below a certain 
level), at all levels pf education. It has been found that in M~harashtra 
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this policy has given a very strong impetus to the spread of secondary edu.
cation. Such an approach may, therefore, be considered as superior to a 
policy which benefits only a particular stage of education such as the 
secondary. 

Consideration of this matter brings in the question of tuition fees. Is 
there any justification, in a society like ours with very high inequality of 
incomes, for keeping tuition fees artificially low? It was indicated above that 
private effort acts chiefly in fields in which individual investments in edu
cation are likely to be reflected in increased earnings attributable to in
creased educational attainments. Logically, in such fields the total cost of 
the imparting of education should be borne by those who stand to benefit 
from receiving it; and this would be done by charging an adequately high 
level of tuition fees. As it is, the costs of secondary and collegiate education 
in India are, to a considerable extent, met through income from fees; the 
contribution from endowments ,is usually negligible and the State contri
bution is in many cases small. Theoretically the application of the principle 
could be extended even further than it is today and tuition fees raised to 
very high levels; This is what happens in special schools catering for the 
thildren of the wealthy. What is the objection to such an extension of the 
principle more generally? The first, of course, is that a further increase in 
the level of tuition fees would push it beyond tl:Ie reach of parents in the 
lower·income brackets; a second is that if private effort is to be financed 
entirely through income from fees it will be confined only to places in 
which there is a sufficiently large body of students able to pay the fees; and 
a third is that in types of education where the initial and current costs are 
both high' the benefits of education will be available only to children of the 
rich. These objections indicate generally the kind of situation and the kind 
of purpose fot which public support should be available for fields of edu
cation in which private effort predominates. 

The above analysis would indicate that the major help given by the State 
should be through covering the tuition fees, in whole or in patt, of the 
classes who need such help. This' could apply to all or selected fields of 
private effort. Reference has been made above to the measure adopted in 
Maharashtra. The particular measure can be criticised as having no provi
sion for partial relief, so that a parent whose income is just above the ex
emption limit gets no relief whatsoever. However, with a greater element 
of discrimination and ,with a graded system of relief this particular 
approach may be commended. The other two types of exceptional cases 
indicated above ,would suggest that the State should bear some portion of 
the cost of establishment of educational institutions in areas where ade
quate private effort cannot emerge and for types of activities such as those 
types of vocational education where the costs are heavy. In most such cases 
the State h~lp would better be given chiefly towards capital expenditure. 
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It should be noted that in the absence of State help the entire burden 
does not necessarily fall on the individual. Local society may bear part of 
the cost of establishment of school or college in its midst. To sum up this 
discussion it is recognised that g;v~n' the proper demands of (i) universal 
primary education up to 14, (ii) post-graduate and research activity, and 
(iii) technical education, direct public action in other fields is not feasible. 
In the fields left to private effort, it is necessary to impose an appropriate 
contribution thro;'gh tuition fees on all parents who are able to make it 
and to encourage the participation in costs of local societies. Assistance by 
the State is best given by a system of graded and discriminating coverage 
of tuition fees and by capital grants to institutions in special areas and of 
special types. This does not, of course, mean that education in the public 
system other than primary will be free. A high level of fees in these, espe
dally the vocational, would, in fact, be justifiable provided that it is tem
peredby a system of graded relief in them. 

The above does not exhaust the types of assistance that should be offered 
by the State to students. There would be categories to whom assistance 
beyond even ihe tuition fees should be given. In the higher stages, merit 
scholarships have importance. In the post-graduate and research stages, 
where the cost of earnings foregone begins to attain great importance, a 
wider system of fellowships and scholarships is necessary in order to attract 
and retain sufficient numbers. In this context emphasis has to be placed 
on the importance of a system of loan scholarships. Special help to the 
moSt disadvantaged classeS looks after one category and merit scholarships 
help the ablest. There remains a large body of students at intermediate 
levels of eompetence and income who need timely help. And this is best 
given by a wide system of loan scholarships,. which while not imposing a 
heavy permanent burden on public funds g:ves timely help and can be an 
important instrument of equalisation of educational opportunities. This 
system is best fot:JDulated anq, administered by state and local ,~uthorities 
but may require national loan fioance backing. " 

It must be recognised that the scope, in a country with considerable un
employment, for the earn-and-learn approach i~ limited. Its institutional 
systl>matisation requires that the educational institution should itself 
afford the opportunities of employment and earning. This is the expe
rience of the large efforts in this behalf made by the Rayat Shikshan 
Samstha, Sa tara, through acquisition of farm lands with irrigation faci~ 
lities, and to a more limited extent; of the Anath Vidyarthi Griha, Poona. 
Such schemes where feasible have many merits. It should be noted, how
ever, that the activities of the Rayat Shikshan Samstha in this behalf were 
greatly reduced when the Maharashtra Government introduced its scheme 
of paying tuition fees of low-income groups. 

This discussion of financial aspects has to be related to the question of 
numbers. This has attracted much attention and the plea for restricting 
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numbers has received considerable support. It is difficult to sustain this 
plea. In our country and society education is the only means by which 
persons in all strata can hope to move upwards. We have little social mobi. 
lity, and entry to many occupations is barred by social and economic con· 
siderations. In the circumstances, if a very wide diffusion of educational 
opportunities is not brought about, stagnancy in general and almost per· 
manent suppression of the backward and poorer section would be in· 
evitable. This would retard economic development and have very undesir. 
able socio-political consequences. Instead of complaining against the 
pressure of numbers. therefore. the general keenness exhibited for edu. 
cation and the readiness of local communities to support it in their midst 
must be considered as one of the favourable features of our present 
situation. This does. of course, create many problems in terms of equip
ment and more especially personnel for educational authorities. The 
proper atti tude in this case is to make the largest effort to meet these 
needs with even transitional make-shift arrangements and not to throw 
cold water on the enthusiasm or to discourage the numbers. 

The general approach here is built on the experience, at the school 
level. chiefly of conditions in Maharashtra. In this state private effort in 
education has always been active and all classes evince great keenness for 
educational opportunity. This may not hold good for all states. Moreover, 
relative backwardness in education is often associated with lack of ade· 
quate private effort. In these circumstances, the spread of educational 
opportunity becomes more directly the responsibility of the state. This is 
a problem, as in other fields like (()-operation, which has to be tackled by 
continued efforts of the state and the centre. It is in helping with solution 
of problems of backward states or areas that the special field of work of 
the Central Ministry of Education lies. 

The problem of educational unemployment essentially reflects the 
relation between numbers in the work·force and employment oppor. 
tunities afforded by the economy. Diffusion of educational opportunity 
leads to two consequences. in this regard. Firstly, as a larger proportion of 
the work-force has received previous schooling, the proportion of the edu
cated among the unemployed increases. Further, attainment of a given 
standard of education makes persons more mobile. The son· of a peasant 
or artisan with some education need not be confined to his father's business 
(in any case there are always other uneducated members of the family to 

look after it) but can think of alternative jobs or openings. One aspect of 
the diffusion of educational opportunity could. therefore, be thought of 
as converting underemployment in agriculture or traditional industry 
into, chiefly. urban unemployment. This conversion is to be welcomed as 
contributing to pressures requisite for or inevitable in the effort of eco
nomic development. 
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The other aspect of educated unemployment to which attention is 
drawn is that it is concentrated among those who have received general 
education. This is logical and inevitable. General education must precede 
specialised education and must be most widely diffused as the base. The 
extent of specialised technical or vocational education is limited by the 
provision made for it. It is al90 limited by the extent of employment 
opportunities in particular directions. Where the supply of trained people 
in a particular type of technical emloyment exceeds demand, their position 
becomes even worse than that of persons with only general education. Un· 
employment among the technically trained imposes a double loss on 
society. Moreover, in a country in which economic development has just 
started to move at a rapid pace, the demand for technically trained per
sonnel is bound to move ahead of the supply coming forth from existing 
institutions. 

TIle immediate sphere of manpower·planning in India is the planning 
of technical and vocational education of all kinds. There is great lack of 
a unified perspective and of co-ordination in this field. There is a proli
feration of independent authorities and institutions .with overlapping 
programmes and a meaningless and wasteful competition for trained 
personnel among them. Bringing order into this is a highly necessary bit 
of preliminary planning. 

The previous discussion inevitably raises the problem of quality. This 
is a field in which impressionism predominates and I make bold to put· 
down some personal impressions. Comparing like and like I have no hesi
tation in saying that the standard of education imparted by the big schools 
run by private education societies in Poona is certainly no lower than it 
was 50 or 30 years ago. Analysing the situation further, school text-books. 
today in Marathi are infinitely better than the Marathi and English text
books that I had at school. Text-books in Marathi could, in my opinion,. 
also keep on continuously improving provided there is intelligent state 
policy in this regard. The average academic competence and training of 
teachers in Poona is also certainly not worse than before and school equip
ment is now better and the interests of school authorities wider. At the 
other end, i.e. post·graduate and research level, in my own subject Econo
mics, it is clear that the facilities and the guidance available today in India 
are very much better than at any other previous time. Individual institu
tions may have their ups and downs but as a whole the total situation is. 
progressing upwards. This does not imply that it is highly satisfactory or 
adequate to ol!r growing needs; but it is not deteriorating. What then are 
the main sources of the general complaint about quality? I would identify 
three. In the first instance, because of the rapid growth of numbers there 
is a change, if you make the comparison in averages, in the background 
and receptivity of the average student. Secondly, with the wider openings 
now available and the larger numbers required, the standing and expe-
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rience. and perhaps the average quality. of the teacher is also lower. Both 
these are inevitable concommitants of the transitional stage. The only way 
of keeping the situation in some sort of control is to lay down standards 
of equipment and staff for institutions and of performance for students 
and enforce them as strictly as practicable. The emphasis here has also to 
be not on achieving smaller numbers but on achieving widespread and 
general compliance. The third factor is language. of which more later. 

Complaints about quality could arise from more special reasons. For 
example. during the last fifteen years the quality of students offering 
Economics at the post·graduate level has distinctly deteriorated in Poona. 
This is entirely due to the strong trend. which set in many years ago. for 
almost all those who did well at the School Leaving Certificate to opt for 
science and to think o( ·an engineering or medical career. The rigid separa
tion o( Faculties in our universities effectively prevents any recovery (or 
other subjects from among those who choose science at their entrance into 
college. 

A digression into the subject of student indiscipline may be put in here. 
The generalisations on this subject are also very wide and wild. In Poona. 
for example. I have detected no signs of increasing student indiscipline 
during the last 35 years. I have heard similar statements from many tea
chers in the south and the west. Barring situations of temporary emotional 
disturbance. I would report student discipline as good at least in Maha
rashtra and Gujarat. To the extent that educational institutions have any
thing to do with student indiscipline I suspect it is the lack of minimum 
physical equipment and amenities and the minimum intellectual climate 
and sustenance that leads to it. Adequate class-rooms. reading-rooms. library 
facilities. playgrounds are perhaps most important_ Almost equally impor
tant is the direction to the studies of the student. I may indicate what 
appears to me the most important possibility of improving the quality 
of our teaching and the performance of our students with relatively little 
additional investment of resources_ 

The inadequacy of the performance of our colleges in Poona is apparent 
not through indiscipline of students but through the proliferation of high· 
ly successful private coaching classes. This points to an important defi
ciency in the working. especially of the Arts Colleges. The teaching in these 
is confined almost entirely to formal lecturing_ There is little attempt at 
guiding the reading and work of students and less at making them work 
regularly. In the circumstances. idling by students for the major part of 
the year becomes inevitable and equally the year-end recourse to the coach
ing class. The college has to look on itself as the institution which keeps 
the student busy for a reasonable part of the day and assists or. if necessary. 
compels them to work regularly. It has also to consider that one of its aims 
is t1lat of helping the student in a practical manner to do what he and his 
parents are highly interested in. i.I1 •. passing his examinations. It may appear 
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to be a lowering of our sights to place emphasis on the role of the college 
in preparing students for examinations. However, if this is done a mini
mum standard against which the performance of the new colleges that 
are. being established in great numbers can be assessed will become 
available. 

The additional inputs required to achieve these aims should not be 
considerable. Practical approaches to this matter have been blocked by 
certain old notions rigidly held. For example, there seems little justifica
tion for the insistence on small colleges and small lecture classes. A college 
well equipped and with extensive grounds, like say the Fergusson at Poona, 
should not be put under unnecessary restrictions. In every other sphere 
we are advocating as full use of the physical plant as possible and so long 
as proper standards are maintained this should apply also to educational 
institutions. Similarly it is meaningless to limit the numbers for classes of 
formal lectures. With modern equipment even a class of 250 in a good 
auditorium can listen' with equal profit to a formal lecture as a class of 50. 
In fact it would be better to combine as large a class as possible for formal 
lectures. This will, at the reduced load, make the best talent available for 
the purpose and avoid repetitive lecturing. It is for guidance, written work 
and discuSsions that smaller classes and the appropriate staff for them are 
required; This additional input for instructional work in shape of addi
tiona( instructional staff is absolutely essential and all efforts should be 
made to put it in. It is important for the University Grants Commission 
to look after such minimum basic requirements before thinking in terms 
of swimming-pools. 

A large, almost entirely unexplored means of equalising educational 
opportunity is that of part-time instruction. The institution of external 
degrees as in the University of Poona has indicated a direction of effort. 
This must be followed up by using the building and library facilities and, 
to the extent possible, the members of staff of the colleges for purposes of 
part-time education. Special departments of colleges and of universities 
may ·interest themselves, in, such activities. The work of the Extramural 
Board of the University of Poona has spread widely and is much appreciat
ed. This could be linked with or supplemented by activity more directly 
connected with specialised diplomas and university examinations. One 
could go on to think in terms also of broadcasting programmes at suitable 
times. But this reorientation will come about only if the widest diffusion 
of educational opportunity and the provision of an effective ladder of edu
cational facilities for all, are recognised as national aims. 

I have ,~xpressed myself in favour of strictly limited public support, in 
a direct manner,to secondary schools and first-degree colleges. I would, 
however, urge exceptions being made in two directions. Financial assi
stance should be made available to established institutions for experi
mentation in (i) improvement of standards of class teaching, especially, 
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guidance of work of students, and (ii) extension of activity in the direction 
of helping part-time students, preparing .instructional material for 
students in out-of-way places, etc_ It does not appear to me necessary to 
differentiate in any way between the rural areas and the tOWnB_ In case 
the present courses of studies in schools and colleges are found to be too 
narrow or having an urban bias, this should, by all means, be corrected. 
There is. however, no case for creating rural educational institutions as 
such. They are likely to be given an inferior status or to tolerate inferior 
standards. 

If there has been deterioration of quality in recent years I would attri
bute the largest share to what may be called the language muddle. The in
ability of politicians, administrators and educationists to make up their 
minds on this question and to act has cost US very dear. The developing 
situation may be described as follows. The use of the regional language 
as the medium in secondary schools and the much larger proportions of 
the rural population taking to schooling has resulted in the overwhelming 
proportion of these seeking admission to colleges being not equipped to be 
instructed through English. Very little has been done, on the other hand, 
by the teachers either to equip themselves to teach through the regional 
languages or to prepare the material needed by students to pursue their 
studies through them. The result is enormous waste of time and effort at 
the collegiate stage and deteriorating performance especially in the huma
nities and social studies in which the language medium plays a vital role. 
The two major factors in this matter are the official class which has ob
structed the use of Indian languages in administration and the central 
Ministry of Education which has played an equivocal role. Educationists 
must also bear their full share of the blame. as also the entire educated 
middle class. 

I should like to recall how hopeful the situation looked in the early 
fifties by drawing attention to a neglected episode viz .• the Indian Languages 
Conference held at the invitation of the ,University of Poona in: 1953. 
This was presided over by Mr. P_ V_ Kane and the sectional presidents 
were Dr. Sunili Kumar Chatterjee. Dr. Raghu Vira and Shri Masti Venka
tesh Iyengar. It was attended. among others. by the Education Minister 
of Madras. With this range, the Conference yet reached unanimous con
clusions of practical import. That the effort was not followed up by 
other similar meetings convened by. say, the Central Ministry is sufficient 
commentary on our situation_ 

The crucial step is use of language for administration and in courts. 
Once this step is taken change-over in the language of education will be 
treated as a matter of urgency and will gain momentum; until this is done 
efforts to promote the use of language and to produce books in it will 
appear· unreal. The issue as I see it is related to the working of our 
society and our cultural traditions. The educational system had two 
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distinct divisions during British times - the vernacular and the English. 
Without acknowledging the fact. there is perpetuation of the older order 
today. I would not consider any society as democratic in which the langu
age of the mass of the people was not used for all purposes and at the 
highest ranges. Also. no language which is not so used could continue to 
live and grow in modern times. So long as English continues to be used. 
as today. whatever the arrangement is called. we shall continue to be what 
we are today. second-rate inhabitants of the English.speaking intellectual 
world. 

I am opposed to the entire approach embodied in concepts such as 
development of selected institutions. special schools for talented children 
and development of central institutions in each state. I am opposed to 
this entire approach. I have emphasised the responsibility of the public 
system to provide for post-graduate teaching and research. i.e. for univer
sity departments or specialised research institutes. These should be deve
loped as open institutions to as large an extent as circumstances require 
and resources_permit. It is. however. entirely wrong to have a hierarchi. 
cal gradation in these institutions. Institutions are not made by pouring 
in money but by devoted men who can easily get over the handicap of 
limited resources. To postulate a hierarchy at any stage of education. 
especially at the highest. is to sap the foundation of all worth-while edu
cational effort. Furthermore. this approach always serves as another de
cree for giving the children of the privileged perpetuation of the privileg· 
ed position. 

It is difficult to see how the authoritarian and bureaucratic outlook in 
education can be eliminated so long as the present administrative struc
ture lasts. The two salient features of British administration. which had 
meaning then. were a highly select and privileged group of administra
tors who virtually ran the country and the insistence of a single line of 
command with little discretion for the lower officials. These features which 
continue in tact are meaningless today and are in fact highly harmful. 
The discouragement of initiative amongst lower officials remains as great 
as ever. Within this framework every structure takes on a hierarchical 
character and is operated in that manner. A Reserve Bank official inspec
ting banks, a University official inspecting colleges. or a U.G.C. official 
visiting universities all act as superiors and are treated as such. There is 
little open and equal discussion. Therefore. at no level in our structures 
is there available adequate information or sufficiently central outlook. As 
to motivation. the covetousness and corruption at the highest levels of our 
society are not such as to instil faith in honesty and hard work. 

I am entirely against the institution of an Indian Educational Service. 
or giving larger powers to the Central Ministry of Education. or placing 
Education in the concurrent list. The bane of our institutions of higher 
education especially governmental. has been the service complex. Member. 
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ship of a privileged and secure service has ever discouraged effort, and the 
high prestige of administration has turned our values topsy turvy. The 
experience of research scientists in dealing with secretaries and joint·secre· 
taries has to my knowledge been uniformly unhappy. Arrogant ignorance 
is not likely to encourage educational advancement and larger powers to 
the Central Ministry will enthrone it. As it is, because of the power 01 the 
purse, the Ministry and the V.G.C. play too large a part in our educational 
system. There is nothing in the record 01 either body to warrant extension 
of their powers. The Ministry's record is dismal. The record of the V.G.C. 
is not too bright. Basically it works as a big administrative machine with 
no arrangements lor a two-way dialogue. The manner in which the three· 
year course at the universities was ushered in also showed operation on the 
basis of very limited experience. Even the concept of the 'advanced centre' 
was worked out mechanically and is being handled in a routine manner. 
With this experience with a body in which high.level educationists playa 
part, one shudders to think of what would happen if the Ministry were 
vested with greater power. The only certain results would be insistence on 
uniformity and the introduction of a still larger hierarchical element. Indian 
education is not suffering today from a plethora of experimentation or 
great diversity of approaches. It is not uniformity or correct procedure but 
independent thinking, working out a variety of approaches ~nd schemes 
and bold experimentation that we need most. 



CONVOCATION ADDRESS· 

I AM glad to have this opportunity of delivering the Convocation address 
this year. 1 readily and sincerely give expression to the felicitations and 
good wishes with which such an address should obviously begin. I wish 
all the best in their future work. whether in academic studies or in practi
cal life. to all the recipients of the various degrees conferred at the Con
vocation. I. however. find it difficult to follow the convention of giving 
guidance or advice. I feel that a convocation address may profitably initiate 
public discussion on matters of national. and particularly educational. 
importance. And in view of the very recent publication of the report of the 
Education Commission. I decided to examine critically in this address. some 
of the recommendations contained in that report. For the purpose. I choose 
firstly the place given in the Commission's structure of recommendations 
to estimafes of man-power requirements. i.e. estimates of the employment 
likely_lObe offered to persons with all types of educational qualifications 
by the economy over a series of years and secondly the recommendation 
regarding establishment of major universities. 

The basic statement of the Commission regarding the first runs as 
follows :-

"In order to restrict unplanned and uncontrolled expansion in secondary 
and higher education. it is necessary to restrict the provision for places in 
accordance with the man-power estimates. and wherever the applicants for 
admission exceed the places to make .admissions on a selective basis." This 
approach is obviously suited only to those completely planned economies 
where planning is highly centralised. So that only those who the state 
system says are qualified will gain admission to given types of educational 
courses and all employment placement is made strictly according to edu
cational qualifications prescribed for the places and posts. The Indian edu
cational system and economy operate in a vastly different manner. The sons 
of the privileged. rich and the influential can gain admission fairly easily 
to all general courses and a large number of professional ones. Moreover. 
though we have little exact knowledge as to the correspondence maintained 
between placement and qualification in the overwhelmingly large field of 
private sector employment. this at least is well-known tbat the recruit
ment to majority of high posts is confined to relatively narrow groups. vari
ously defined. Therefore. in India the adoption of the approach of the 

• University of Poona. September 25. 1966. 
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Commission can only result in further discrimination against the poor and 
the weak. However, as the Education Commission raises a large part of its 
structure of recommendations on this approach I shaIl not content myself 
with stating this fundamental objection but examine it in further detail. 

I proceed to set out my reasons for doubting both the reliability and the 
validity of the approach of the Commission. To regulate admission to all 
types of educational institutions at the secondary and higher level in accor
dance with estimates of man-power argues a high degree of confidence in 
their reliability. In this context it is good to remember that the estimates 
of growth of population and of employment opportunities by the Planning 
Commission in the draft outline of the 2nd Five Year Plan only ten years 
ago have proved to be highly incorrect. Estimates of man·power are deri
vatives of overaIl population and employment estimates and are based on 
a number of assumptions and on detailed division by sector and area. It is 
not necessary to argue at length that these estimates are, therefore, sub
ject to a high margin of error. It is, however, relevant to state that man
power estimates can be related meaningfully to educational planning only 
if they are available in fairly elaborate detail. Educational planning, if 
undertaken, has to be mainly at the state and to some extent at the dis
trict level and must be related to each specialised type of educational acti
vity. At least at present, it would be disastrous to take seriously as the basis 
of educational planning any series of detailed estimates of this sort prepared 
by any authority. 

Further, in an economy in which a substantial proportion of the work 
force is in the category of the self-employed the concept of man·power reo 
quirement loses significance. In this context it is instructive to note the 
treatment by the Education Commission of the problem of education for 
agriculture. In the chapter devoted to this subject, the Commission has 
relatively little to say about the education of the farmer. In fact, on the 
basis of recent experience, the Commission considers it unrealistic to expect 
that persons with higher secondary education in agriculture wiIl, in the 
present socio-economic set-up, remain on the land. Therefore, for the Com
mission man· power needs of agriculture are needs of the technical and other 
services required for agricultural development. And in this large, essentiaIly 
service area, the first recommendation of the Commission is that "steps 
should be taken to form more accurate estimates of man-power needed for 
agricultural development - separately for graduates and diploma holders 
and to revise them from time to time."1 

If the statistics available to the Commission to project the requirements 
of graduates and diploma holders in agriculture are inaccurate, one won
ders how the Commission h~ proceeded to make estimates (set out to the 
thousand in tables - Table 5.2) relating to the requirements of matri
culates in agriculture. Is the estimate made by the Commission related to 
the presumed inability of agriculture to retain the services of matriculates 
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or does it reflect a belief that farmers' sons need not have the benefit of 
higher secondary education? Because the Commissi9n's estimates show that 
while the requirements of all matriculates will move from the actuals of 
3,262 thousands in 1960-61 to an estimated 10,874 thousands in 1975·76 the 
corresponding figures for matriculates in agriculture are 381 thousands and 
681 thousands. In the former case the increase is much more than threefold, 
in the latter it is less than 80%. If the approach of the Commission is 
adopted these estimates assume paramount importance. The logic is pecu· 
liar. You first assume that agriculture does not require matriculates and 
then argue that it is necessary to restrict opportunities for higher secondary 
education, if not also for the lower, for the rural population. 

This leads me to the crux of the question, the validity of the approach 
of the Commission. In my opinion it is utterly invalid. Equipping a person 
for his vocation or his job is certainly an extremely important objective of 
educational activity. However, it is neither the sole nor the supreme objec· 
tive. There are others at least equally, if not more, important. For example, 
it is universally agreed that the creation of a polity of responsible citizens 
and a society of cultured persons are among the most important functions 
of education. How do you assess the requirements in these regards and 
how put -limitations on them? Against this background, I would like to 
repea.t_ the question, how do you define the requirements of matriculates 
in agficulture? Is the answer related only to how useful the knowledge of 
the matriculate would be in agriculture or to the fear that the bright boys 
could not stay on land? Would not a large number of boys, not so bright 
at examinations, who matriculated and stayed on, prove a source of strength 
in the working of rural institutions and in the intended transformation 
of rural society? 

I would go further and ask what valid criteria there are for determining 
man·power requirements, in any sector, for the large numbers who have 
only general educational qualifications. The large majority of clerical and 
lower administrative personnel in both public and private sectors get most 
of their real training on the job. At recruitment the employer looks mostly 
to the general educational qualifications, and other things being equal, 
prefers persons with the higher qualifications. ,Thus, the requirement in 
terms of the employers' preference are in this area extremely indeterminate. 
They depend essentially on supply and it is well known that in recent 
years, the educational 'requirenient' at recruitment has progressively risen. 
Therefore, an estimate in this respect must either project an existing 
situation or make an arbitrary attribution of 'requirement' in relation to 
defined categories. But this is either circular reasoning or arbitrary deci. 
sion. Logically, the Commission's position is tenable only on the assump
.tion that at the end of the lower secondary, all general education ends and 
that you are afterwards training people only for specific professions or jobs. 
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The Commission is. however. not prepared to follow its approach to a 
natural conclusion and. does not endorse the suggestion of Shri Gopala
swamy that all recruitment by government should be at the end of the 
higher secondary stage. 

I shall now tum to some of the more alarming aspects of the recommen. 
dations of the Commission which follow the man·power estimates approach. 
The basic conclusion of the Commission is that everywhere in secondary. 
especially higher secondary. and collegiate general education admissions 
must be selective; selective not in the sense of a universally required mini. 
mum qualification but in the sense of admitting limited numbers fixed by 
the plan from among those who qualify. Virtually, this will tum all our 
public examinations into competitive examinations. and the Commission 
seems to be unaware of the disastrous effects on education that this 
can have. 

The Commission is aware that existing methods of selection tend to be 
based on a rather rigid acceptance of examination marks and that exami· 
nation marks are "an undependable measure". It refers to suggestions for 
reform of present methods but even on the optimistic view that the Com· 
mission takes of the progress of the "new concept of evaluation" it recog
nises that the task of reform is stupendous and will take considerable time 
for new measures to make their impact. Moreover. the Commission is aware 
that efforts in the direction have been confined to secondary education 'and 
almost no attention has been paid to problems of examination at the uni
versity stage. Even so, the Commission emphatically recommends for imme· 
diate adoption universal selective admissions inevitably linked to ranking 

by marks at public examinations. 
It is a general complaint that the studies of a large number of our students 

are today completely examinations oriented. However. when the aim of 
the majority is to be merely successful at the examination such orientation 
is not so disastrous as it is when the attainment of a competitive rank be· 
comes the goal. The notable change in attitudes is obvious at all levels. 
I remember vividly tbe different attitudes towards their trij>os studies and 
their civil service examination subjects among my contemporaries at Cam
bridge attempting to get placed in the I.C.S. The direct importation of the 
competitive element through the idea of selective admissions in our secon· 
dary and higher education system will spell the end of all such real edu
cational activity as might be carried on today. 

A second a1anning feature is the prescription of advance or regression in 
education in areas according to man-power estimates. The following is a 
truly amazing recommendation. "In all areas where the level of expansion 
reached is about equal to the national average expected in 1986, a restrictive 
policy should be' adopted unless there are special reasons to the contrary". 
The modern partiality for approaches that can be quantified and for pred· 
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sion. however. spurious. is fully exhibited in this recommendation. on 
which I shall make no comments. 

Finally. there is the recommendation regarding the location of new 
schools and colleges. nle problem meets with the most summary treatment 
at the hands of the Commission. The only factor that need evidently be 
considered is what the economists call "economy of scale". The Commission 
lays down that ltigh schools below a certain size cannot be well equipped 
and efficient and that. therefore proliferation of "small and uneconomic 
institutions" be slowed down. Having laid down tlle law in average quanti' 
tative terms for the whole country the Commission finds that the posi. 
tion from its point of view is the most satisfactory in Kerala because of 
"continuous habitation and density of population". Even in Kerala, how
ever. more than 25 per cent of the schools are of a size lower than the mini
mum that the Commission is prepared to tolerate. At the other extreme 
in Rajasthan only 15.6 are above this size. The Commission does not di .. 
cuss the implications for policy of the obvious difference made by geogra· 
phical conditi~ns. And the problem of distance the Commission solves by 
making the following highly practical suggestions: "to adopt tlle practice 
of providing transport in the form of a bicycle to students who live at 
comparatwely long distances and hostel facilities. where necessary". 
Th~yroblem of restricting the number of new schools and colleges and 

regulating their location is undoubtedly serious and has to be tackled imme
diately: However. the blanket restrictive recommendations of the Com
mission in this regard are unhelpful and are likely to be widely resented. 
One general recommendation of the Commission may assist partly in the 
solution of the problem and should be immediately adopted. Tltis is the 
long delayed transfer of the pre-university courses from the university and 
colleges to the schools. The transfer will benefit secondary schools by 
strengthening the resources and improving the quality of the mo~e im
portant among them. It will also put a check on the wasteful proliferation 
of first degree colleges as it will remove from the base. the pre~egree 
classes wltich provide tlle main finances. 

, As man-power estimates are inappropriate. uncertain and misleading in 
relation to planning educational development. we have necessarily to fall 
back on the level of available resources. In planning there is always an 
element of arbitrariness involved in sectoral allocations. especially in rela
tion to social services. the direct economic return to wltich is difficult to 
calculate. Educationists have to argue for a larger proportionate allocation 
to education but once the overall division has been made the internal di .. 
tribution by stages and areas presents many difficult problems. The prior 
claim of primary education is obvious and in the sphere of professional. 
vocational and technical education short-term man-power estimates should 
prove useful in planning. The really difficult problem is that of the general 
secondary and collegiate education where the demand is large and the effort 
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mainly private. This problem has to be tackled by each state in its parti
cular context. 

It will need detailed analysis and action and this can only be done at 
the local level. In this respect the recommendations of the Commission for 
thinking in terms of district planning and looking to needs' of local areas 
may, if adopted, prove valuable. However, for planning the location and 
number of schools I consIder the taluka and not the district as the proper 
unit. The district average can be misleading; for. with it the advance of 
Haveli may impede progress in Maval. What is required is a two-pronged 
attack. A strict policy must be followed regarding new. schools in developed 
areas and locations and there has to be insistence on raising standards. At 
the same time detailed attention has to be paid to areas and classes not 
adequately provided for, and suitable programmes of extensions of schools 
and hostels must be devised for them. And it has to be remembered that 
neglected areas and classes are not necessarily fully covered by the scheduled 
castes and tribes category. 

It is only fair to record that the Education Commission devotes a whole 
chapter to a consideration of the problem of equalisation of educational 
opportunity. Unfortunately few specific and concrete suggestions emerge 
as a result of the discussion in the chapter. The section on scheduled castes 
and scheduled tribes suffers, for example, from defects which are widely 
evident throughout the report. There is an absence of critical examination 
of recent experience, failure to identify the immediate and the basic prob
lems and vague and insufficiently argued out recommendations. The sum
mary findings of the Commission on the problem of scheduled castes are 
a good illustration. 

"In so far as the Scheduled Castes are concerned, the problem has be
come a little easier because of the diminution in the rigour of untouch
ability. For its early solution, however. we recommend that the existing 
programmes for the education of the Scheduled Castes should continue 
and be expanded." 

The discussion on regional imbalance is almost equally vague. Data 
relating to districts in various parts of the country are adduced to indicate 
the large variations in enrolment and expenditure between district and dis
trict. However. the recommendations do not go beyond stating that "the 
necessary administrative and financial measures should be taken" to reduce 
inequalities. During the last fifteen years we have not suffered from a lack 
of solemn declaration of objectives or of exhortations to act vigorously in 
given directions. However, in spite of a plethora of these, we have failed 
to register significant progress in many important fields. 

The recommendations of the Commission in relation to the general 
question of equalisation of opportunity between the rich and the poor in 
any particular environment contain one concrete and in some respects 
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novel suggestion. This is the suggestion to award the scholarships on the 
basis of a cluster of schools. The Commission recommends that it would 
be desirable to group schools in small clusten on the basis of their enrol
ments and socio-economic backgrounds and to select the top "few" students 
in each cluster for the award of scholarships, the actual number of students 
to be selected depending upon "the funds available". This approach the 
Commission terms an egalitarian approach. It would have been better if 
the Commission had explained its recommendation more fully and more 
particularly had illustrated its possible results through some selective case 
studies. At least on a fint cunory examination it seems to me that the recom
mendation may not prove effective. Even though the Commission is fervent 
in the expression of the hope that the public examination should not be the 
sole criterion of judgement, it is inevitable that all its recommendations 
regarding selective admissions etc. will increase the importance to the 
student of the individual rank he obtains in public examinations. By merely 
confining the collective ranking to a particular group the basic discrimi
nation resulting from the examination test will not disappear. A duster, 
unless it is very small or is geographically discontiguous, will contain some 
favoured schools and schools in most areas will contain some students from 
privileged -communities. Therefore if as the Commission states there is 
urge!1t_!.'eed that due allowance is made for the widely varying levels of pre
paration among students, which reflect not so much the variation in native 
capacity, as variations in socio-economic backgrounds and in the standards 
of secondary schools which they attended, this will have to be done in a 
much more direct and effective manner than through the device of 'cluster 
scholarships.' 

I have felt it necessary to devote the major part of my address to a con
sideration of this. aspect of the recommendations of the Education 
Commission because these raise certain basic issues for our future. I feel 
that the Commission has entirely failed to appreciate the dynamic part 
that expansion of education has played and is playing in the transforma
tion of our society. Ours is an essentially unequal society, where those 
with wealth and rank enjoy many privileges and the handicaps on the 
underprivileged are numerous, where occupational mobility is small and 
employment opportunities neither ample nor diversified. In such a society 
it is only educational· opportunity that can be relatively equalised by 
public policy. Through the past decades class after class, area after area 
in Maharashtra have striven, with or without official support, for expand
ing educational opportunities open to them. The movement has thrown 
up notable leadership and an army of workers; it has also received solid 
and enthusiastic popular support. The entire process has been on the 
whole beneficial, making for a more evenly balanced economy and society. 
The process is far from complete and nothing should be done now to 
check its progress. U:ndoubtedly, any major waste resulting from un-
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checked expansion must be carefully eliminated. But this must be done 
as part of a positive policy of spreading and equalising educational oppor
tunity and not through adopting a restrictive and regressive one. 

I have time to discuss only one other recommendation of the Education 
Commission. This is the important recommendation regaruing the crea
tion of five or six major Universities. The discussion must begin with the 
description that the Commission gives regarding the present situation in 
our Universities. I give below some extracts from this description: 

"The existing situation in higher education during the academic year 
broadly alternates between slackness and strain -slackness during the' 
session, strain at the time of examinations. In many of the weaker col
leges and universities, a majority of the teachers teach mechanically and 
listlessly. The subjects in which they lecture do not often involve their 
intellectual passion." 

"A large proportion of teachers suffer from financial worries - parti
cularly in colleges where grades are low - and are often unable to buy 
any books or journals. Even the physical conditions of work discourage 
serious, undistracted study or intellectual dialogue with their colleagues. 
Usually, there is one staff common room which is not large enough 
even to accommodate all the members of the faculty. In some of the 
institutions, there are additional factors which are uncongenial for the 
development of intellectual vitality. The hierarchical concentration of 
authority within the departments and colleges, the atmosphere of dis
trust between senior and junior teachers, the cynicism about adminis
trative authorities, the unseemly conllicts about offices and positions and 
the attitude of envy towards persons of superior attainments - all have 
contributed to the deadening of the spirit of intellectual curiosity and 
adventure. Some of the members are diverted from intellectual con
cerns into intrigue and conflict over the small administrative or financial 
prizes afforded by Indian academic life." 
"The situation with regard to the studentS is no better. Many now 

come from comparatively or entirely uneducated homes and are iII
prepared at the secondary level to undertake genuine university work; 
they have little experience of independent study; their curiosity is un
quickened and learning for them is mainly a matter of mechanical 
memorization. There is, as a rule, little discussion of intellectual matters 
with their teachers or fellow students; their main duty is considered to 
be to attend uninteresting lectures usually given in a language which 
they understand inadequately. When the medium is an Indian language_ 
there is a dearth of suitable text-books and supplementary literature 
necessary to achieve competence in their subjects. Many of them cannot 
be expected to read text-books in English because it has not become for 
them the language of the library. The capacities of the better students 
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are not fully stretched by curricular offerings or the sti~~lus which 
inspiring teachers could provide. In addition, a: large maJoTlty .of stu
dents are beset with finalKial worries which make concentratIOn on 
academic work diffi~lt.r " . . 

I agree with the Education Commission that the picture drawn by it is 
'not exaggerated and that these, among others, are the problems that we 
have to face. However. in presenting the picture. the Commission lays 
special stress on the position in India as compared with that in edu
cationally advanced, countries and also considers that the magnitude of 
the problem today has become specially large. As the Commission's obser
vations in these respects are a prelude to its recommendation regarding 
major universities some comment on them is necessary. That our situation 
and performance compare un favourably with those in advanced countries 
and that the gap is continuously widening, in recent decades. is true of 
every aspect of our economy and society in relation to which availability 
of material resources is a governing factor. It is a problem not confined 
to education; nor ca'; it be solved for education by itself. It is only when 
our resources and income per capita are at a much higher level and begin 
to increas!; rapidly year after year that the comparative situation in any 
regard can improve. Till then any manipulation in any sector can lead 
only teT change. say. in internal composition, but not to any overall better
ment. Secondly. the Commission does not take sufficient account of the 
progress that has been made in the las,t two decades. The progress in this 
city. for example. in the facilities available for research in a large number 
of subjects and the personnel engaged in research in them. has been very 
considerable. I admit that the situation is yet unsatisfactory and larger 
effort on the part of all of us is called for. However. what has happened 
proves that careful use of ,even modest resources can lead to ~ubstantial 
results. , 

I now turn to the proposai of the Commission. This is to create five or 
six "major" universities by concentrating resources, and scarce personnel 
in them. so that they become comparable to the best institutions of their 
type in any part of the world. I propose to examine this proposal in rela
tion to (i) its practicability. (ii) its effectiveness in solving our present 
problems as presented by the Commission and (iii). its effects on other 
universities. 

The Commis!ion evidently believes that in academics. excellence is 
achieved by massing resources;, it also seems to think that these "major" 
universities will suffer from no problems of administration. of personal 
relations or of hierarchical ordering. While it may be true that an isolated 
scholar with a heavy load of other work cannot develop his potentialities. 
a high concentration of a body of scholars is not absolutely essential for 
the best type of wprk. The newer departments in a large number of Indian 
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universities are gradually establishing conditions in which a steady stream 
of good work should become possible. How large the concentration can 
be at any number of points depends on the sit.e of tl,e country and the 
availability of scholars. In our situation, high concentration at a few 
points can only be brought about by denuding others and it is a matter 
for judgement as to what type of distribution will give the best results. 
Personally, in this matter, as in others, I am for relative dispersal. How
ever, this need not be judged purely subjectively. We have today a high 
concentration of research personnel in the national laboratories; these are 
well equipped and have adequate resources. Further, there are many other 
large institutions of research and training run by government, by indi
vidual ministries or as autonomous corporations. There is a sufficient 
number of these in Delhi alone for the Commission to have carried out 
individual case studies with which to support its novel and revolutionary 
recommendation. I may be misinformed; but what I have heard regarding 
the functioning of a number of the laboratories and insti tutions does not 
support the assumption that a concentration of resources and research 
personnel will automatically lead to a large volume of high quality re
search or that the higher the concentration the more is the institution free 
from administrative, hierarchical or personal problems. 

How will the major universities contribute to the solution of the prob
lems highlighted by the Commission? Let us recapitulate that these 
problems are of a lack of interest among teachers, of financial worries, of 
unsatisfactory physical conditions, of hierarchical concentration of autho
rity and of intrigues, specially present in the weaker colleges and univer
sities; among the student! they relate to unsatisfactory home conditions 
and earlier training, to intellectual apathy, to the medium of instruction, 
to financial worries, etc. There is nothing in the report of the Commis
sion to indicate how the establishment of "major" universities will help in 
the solution of these problems. The only suggestion which indicates a 
connection between the "major" universities and others is that the major 
universities would supply "a goodly portion of the outstanding personnel 
needed for the staffs of universities, colleges" etc. It would easily take ten 
years for these- universities to get established and to rise from their present 
low standards into towering excellence. After that some of their products 
may flow out but if experience elsewhere is any guide the outstanding 
among them would soon flow back into the "major" universities. 

The "major" universi ty concept has thus no relevance to an improve
ment of existing conditions in our universities and colleges. However, it 
is possible to state with some confidence that the establishment of "major" 
universities will, on the other hand, surely worsen these conditions. At 
least three important effects of this step on the other Indian Universities 
can be identified. Firstly, they will all suffer a dimunition in the finan
cial resources that will be available to them in future plan periods. In 
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view (>f the grandiose writing of the Commission. I would put the dimu
nition at the minimum of an average ten per cent. More seriously they will, 
have to put up with the loss, now and continuously afterwards. of a large 
number of their best men in all subjects. Thirdly. they will suffer degrada-· 
tion. It is one of the merits of the present Indian situation that in our 
various systems of ranking and privilege there is as yet no established rank
ing among universities. We do not suffer from the psychological strain 
resulting from the classification of "oxbridge" and "redbrick". I can. think 
of no greater disservice to Indian eduC3tioJ:l than the deliberate. artificial 
creation of this new division. I am sceptical of the heaping of resources 
and of official patronage having the ability to create high standards of 
academic excellence. but I have no doubt that immediately after their 
establishment teachers and students at the major universities will behave 
like snobs and that the others will be permanently alIIicted with an in
feriority complex. 

I realize that the Vice·Chancellor of a University which has no obvious 
claims to be up-graded into a major University treads delicate ground in 
commenting on - this subject. However. I feel it so important to protest 
against this monstrous idea that I am prepared to risk the misunderstand
ing. Also. I have hopes that Poona can stand even this strain. This city 
has been the centre of activities of scholars like Shankar Balkrishna Dixit. 
Vishwan.ath Kashinath Rajwade. Dr. Ketkar and Dr. Sukthankar and knows 
that high standards of scholarship are compatible with limited resources. 
I hope I shall not be considered presumptuous if I claim that the tradi
lion of these scholars has in recent decades been maintained. to the best 
of their ability. by their successors. Therefore. 1 feel confident that this 
University will continue to retain the services of at least a small number 
of devoted scholars and maintain high standards of work. whatever its 
external ranking. 

I should like to make it clear that the Education Commission is not 
particularly to blame. It was doing no more than following the current 
fashion. This favours "elitism" and concentration of resources. all in the 
name of ultimate peace and plenty. I realize that I am the dissenter in this 
consensus. I dissent because I believe that socia-economic progress is indi
visible in a real sense and because nobody has yet explained to me the 
magic through which the addition of sky~crapers at Nariman Point can 
help to transform the hovels. say. under Bandra bridge. 

In conclusion. we must return to face the problems of poverty. of lazi
ness and apathy. of personal and institutional jealousy and vanity to which 
the Education Commission has drawn our attention. During the last six 
months enough has happened in the University to make me believe that 
there is awareness of their existence in many quarters. A Committee is at 
present considering the question of improvement of standards of post
graduate teaching in Poona and building up better relationship between 
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college teachers and university departments; another committee is consider
ing the problem of provision of a sufficient number of work-days in the year_ 
The Academic Council after a heart-searching debate has appointed a 
Committee to formulate policies which are indicated by the success of 
coaching classes. The Executive Council has recently sanctioned creation 
of a temporary post of academic assistant to me and I hope with the help of 
this officer to probe continuously and at some depth, the problems we con
front. I may, therefore, end this address with an appeal to teachers, students 
and all interested in education to assist and advise us, so that within a 
short time we are able to lay down the lines of policy along which, in due 
course, we shall satisfactorily transcend our present difficulties. 



RESEARCH IN SOCIAL SCIENCES· 

I SHALL make a few preliminary observations regarding the nature of 
studies in the field of social sciences which, I believe, have relevance;, to the 
work of this newly created Council. It is usual to draw attention to notable 
success of the natural scientists in obtaining control over phenomena in 
the external world and to contrast this with the inability of social scientists 
to predict events or to fashion efficient human institutions or control ade
quately human behavior. While ;lccepting the basic difference it is permis
sible to reflect that on the assumption that broadly the same input of effort 
and intelligence has been made to human societies in the past in both the 
directions, it rpust be a reflection of the greater intractability of the mate
rial and of other differences in the condi tions of operations in the jield of 
social sciences. It may also ,be suggested that this fundamental differen«i 
in basic material and operating conditions makes it inappropriate to apply 
the _ st.a.ndards and the objectives of the one to the other. It also sharply 
differentiates what may be called fundamental research in one field from 
that 'in other. Whereas in the natural sciences it is possible to make wide 
generalisation about .the properties, inter-relations, groupings and. opera
tions of constituent elements which could hold over a very wide range of 
time and space, this cannot be done in our field. In relation to individual 
human psychology and much more in relation to individual's behaviour. in 
society and in the context of institutions as also in relation to the structure 
and operations of human institutions and their inter-relations all our know
ledge and propositions are necessarily confined essentially to parllicular 
situations. The behaviour. of .the individual human is shaped overwhelm
ingly by conventions, practices, values and beliefs which are the result of , . . 

evolution of a given material and moral, literary and artistic ·culture.' At 
the same time conflict, contact and intermingling of cultures is constantly 
going on and behaviour patterns in particular context or particular indivi-' 
duals or groups show greater or less- flexibility. The structure and opera.' 
tions of institutions, of institutional life and their actions and readions 
on individuals in society are subjects of obviously even greater complexity, 
all o( which emphasises the space-time context of alI propositions, state
ments and knowledge in our field . 

• Addre •• in the capacity of the Chairman of the ICSSR at the inaugural 
Funetion of the Indian Council of Social Science Research, New Delhi, May 12 
]969. '.. ' 
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Inevitably these characteristics of our material shape our objectives. as 
also the level at which we conduct' our operations. Our material appears 
almost to preclude duties that are fundamental in the sense that all our 
studies have necessarily to be related to and bounded by particular con
texts and situations. When one uses terms like the family. government. 
market or revolution. one realises what diverse orders of phenomena have 
been historically covered by them and how even contemporaneously the 
concept or the phenomenon is undergoing change. This inability to say 
anything of lasting relevance, in relation to concepts. institution or be
haviour patterns necessarily limits the range of possibilities and objectives 
of the social scientist and orient him to the specific and the particular. The 
compulsion to treat his environment and the material available to him as 
one which on the one halld is of special interest to him and in relation to 
which he has special 'advantage for study and on the other hand that it is 
in flux and liable to change colours greatly the attitudes and methods of 
the scholar in our field. To understand the organisation and working of 
SociaIinstitutions and the actions and reactions of individuals in and to
wards them: to identify origins and drives of what may be termed social 
forces. 'the mechanics or the etiology of social change and to appreciate the 
possibilities and limitations of' deliberately defining goals or directing 
change. 'become in the context. the obvious objectives of social studies. 
And the inescapable intermingling with them. through the personalities 
of the scientist and his material. of current values. beliefs and ideologies 
also drcumscribe methods and procedures and define the limitations on 
their operations. This might seem to explain why the social sciences are 
often called the policy sciences and why social studies are overwhelmingly 
oriented. directly or indirectly. towards an understanding of our environ
ment and towards some operational goal of change or otherwise. specific or 
general. within it. Our necessary confinement to the immediate on the near 
in time and space and the scientists' involvement in the environment are 
responsible for this situation. , 

I realise, that currently we divide ourselves in certain disciplines into 
tool-maIr.ers,and tool-users; the one are the theoreticians and the other 
operators in the applied field. However, our material imposes limitations' 
even on the toot-makera awl they are constantly facing such dilemmas as 
the extent of~ealism needed in a model. As useful transition to appHca
ti,on is dosely related to this realism we are driven back to the particular 
to ,3 large extenL, On the (lther hand, there is also ihe interesting develop
m'!nt oj' ~e introduction of a great deal of psychological refinement in 
theorisinlf :wi\hou,t perhaps adequately realising that such refin~ment necet
sarily assumes a complex cultural and institutional eRvimnment. 

From the above description of the conditions of our operations, I, would 
like to draw for consideration of members of this Council for framing its 
future programme a few corollaries. Our programmes of study, whether 
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theoretical or applied, would be largely concentrated on the ton temporary 
Indiari scene and the problems exhibited by it. One of the most iRlportant 
·contributions our Council could make would be to devise a comprehensive 
scheme and map out the contemporary social context so that in the ·first 
instance, at least ~nceptually the various aspectS, inter-relations 3'Ad pro
blems may be. identified and the way· prepared for defining programmes 
and priorities for our initial survey. 'rhis in itself is a highly (omplex and 
laborious task in which the Coundl should, as in e'Verythibg else, act 
chiefly as the initiator and coordinator arid invite and obtain the coopera
tion of the entire body of Soclalscientists and their organisations. 

Secondly, 1 would emphasise the great importance of what has been 
termed the inter-disciplinary aspect of our operations.· Even more than in 
"alUral sciences social phenomena:· not only are incapable of being su\). 
divided in neat separate fields, they cannot even be studied ot observed in 
less complex forms through devices such as that of controlled experiment. 
Therefore, all field studies involve some admixture of related disciplines 
and even theoretical models cannot do without them. Informally, through 
evolution of rule of thumb practices, a certain amount of inter-disciplinary 
collaboration is being arranged for in India at present. But this is neither 
fully thought out nor efficient. Thi~ Council is obviously well·fitted to fill 
the gap successfully.· , 

It follows that research activity has to be organised at various levels in all 
parts of the .country and that this has to be coordinated initiallr at an 
appropriate regional level. ScOuting for an encouragement of talent with' 
in as well as without the academic community and the organisation of 
nuclei particularly in relation to storage of data and alfording facilities 
for guidance in inter-disciplinary work are some of the erganisational 
tasks that the Council will have to tackle. My main emphasis today is that 
our task has to be visualised as having manifold aspects and as operating 
at a number of levels. 

Thirdly, while a certain amount of progress has been made in· some 
fields in India mn field studies and in descriptive material, I believe, that 
in terms of concepts, abstractions and theorising appropriate to 6ur situ
ation little has been attempted. In this field we appear yet content to bor
row. I have nothing against intelligent borrowing. However, in my 'View 
because of the great peculiarities of our situation the results of such borrow
ing cannot prove, have not proved, very satisfactory. Even iIi the recently 
much culllivated field of economic growth and development we dO' not 
appear to have sufficiently rigorous abstract frames to support our practi
cal judgements or hunches. 

Fourthly and lastly, I shall venture on a proposition which may prove 
somewhat controversial. This is that in view of the materials in our field 
it is, to say the least, of great advantage to the student to have some ac
quaintance with and some experience of active operations in the field. 
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Because the material is varied and in constant flux and because theconjun
cture and with them operational conditions and responses are also being 
continuously modified. all data and historical descriptions - and all descrip
tions become necessarily historical - have to be interpreted and allowances 
made for modifications. Moreover. because of the complexity of social and 
institutional operations and relationships descriptions are often inade
quate. For these and other reasons it would be a great advantage to. the 
academic students . and researchers to have some background of actual 
.experience. This can at best. be limited and its effective use in interpreta
tive judgement would depend a great deal on the intelJigence and circum
spection of the student. However. at least for the more competent such 
experience should prove a valuable .asset. Unfortunately in our country 
transfers from one field of activity to another are not easy and when they 
occur they are usually one-way. The Council would have made a great 
contribution both to academic and to practical affairs if it would make it 
easier for academicians to take part. temporarily. in active affairs and re
turn to their studies enriched by the experience_ 

Another reason for pleading for some acquaintance of the student with 
practical operations is the necessary dependence of theoretical progress and 
innovative generalisations in our field on innovations and experiments 
in actual public an<i institutions' life. A very large part of the work of 
those who build general systems .in our field is concerned .with framing 
a consistent explanation of seeming actual operations. For the most part 
theory follows practice with us and even the path-breakers and in
novators among us have built on at least stray or occasional practical 
experimentation. Undoubtedly by giving a broader frame to isolated 
practice or by making broad generalisations as to policy these innovators 
have fully brought out the essence aneJ greatly widened, the scope in 
application of the principle involved which may have been only faintly 
or not at all appreciated by the practical innovator. Whatever that may 
be. the importance for innovative formulations in social sciences of at 
least sel<;ctive knowledge of what is happening in practice has to be 
appreciated. Also. the contacts I am advocating would pave the way for a 
two-way exchange so that some students may also be enabled to improve 
practice· 

My function. as I conceive it, is to start a relevant and fruitful dis.. 
cussioI\ and I hope I have. as usual. said enough to provoke members to 
make important initial and COI\structive contributions which will help 
~(> lay truly the fc:>ul)da!iC:>I\s pC (4e £\It\lf<: work p£ the P1U1)cil. 



UNIFICATION OF MAHARASHTRA· 

IN considering the case for the unification of Maharashtra it is necessary 
to begin with some observations on the nature and constitution of federal 
governmentS: It has been pointed out that' federalism is the result of a 
compromise between the desire to unite and the desire to remain separate 
within a political state. The factors making for separation may be varied. 
A sense of separateness may arise out of geographic or economic divisions 
or divergence relating to race, religion, language, etc. A number of units 
which may be aware or separate identities because of any or all of these 
factors may yet wish to form a union to reap the advantages flowing from 
a larger politkal or economic unit. The desire for the formation o£'a 
union might flow from a feeling .of commonness of either civilization or 
history, o! relJigion or nationality which transcends the more de~ailed 
differences keeping the units separate; and this desire might be reinforced 
by consideration. of the political and economic advantages resulting from 
a union. The larger the politlical unit the stronger is it likely to prove 
in defence and the more weight will it carry in' the general body' of 
nations. Also a larger unit leads to greater economic se)f.suf!ioency which 
makes for strength not only in defence but also in economic bargaining. 
A larger unit can also exploit the internal advantages of largeo.scale admini
stration; and with large pr~gr~mmes of eConomic planning or social 
security the advantages of a large unit become specially insistent. In fede
ralism the advantages flowing from a large area of political and economic 
administration are reconciled with the desire .of units to maintain sepa
rate entity and the need to guard local and. regional .interests. The divi
.ion into units in a federation, iLwill thus be seen, is based primarily on 
historical, political or geographical factors .and is not to be confused with 
the division into local areas. for. purposes' of. administrative convenience. 
A unitary government has undoubtedly. many~dvantages but where for 
reasons of the need to bring a di versi ty of elements toget;her a unitary 
government is out of account, federation has obviously. to be adopted. 

Few would advocate the adoption of the unitary principle for the con
stitution of an Indian government .. Almost .every fa40r' that is found to 
create a sense of separateness is to be found definitely within the vast 
territo:i~s of this country. The .economic and geographic regions are many 
and dIStmct;. and there are marked differences of race, language and reli-

o Published by Samyukta Maharashtra' Parishad, Poona, 1946, pp. 1-11. 
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gion. In spite. however. of these differences. the vast bulk of at least the 
non·Muslim peoples have such a feeling of commonness of tradition and 
civilization and so realise the advantages and poli tical and economic unity 
that they are strongly in favour of the formation of Indian union. In 
these circumstances. the demarcation of appropriate federating units that 
will serve to build up a strong Indian Union is a task of great and im
mediate importance with us. 

In a large number of federations formed in the past. the states, the pro· 
vinces or other federating units had ordinarily a long history of political. 
Iy separate existence before the formation of the federation. Such was the 
case with the states of North America. the cantons of Switzerland. provin
ces of Canada or the states of Australia. These federations were therefore 
not faced with the problem of the formation of federating units. In India 
the problem is acute because the federating act is being performed not by 
units previously independent but is. taking place on the basis of provinces 
which were formed by historical accident and have been mere admini
strative divisions of a highly centralised unitary government. These pro
vincial units have no meaning in the new context. They cannot be the 
federating units. because a number of them are of such composite charac· 
ter that the}, form small potential federations in themselves. Therefore. if 
the work Q{ the Assembly forming the constitution of an Indian federation 
is to proceed on significant and durable lines. the attempt to form the 
federating unit must precede and not follow the finalizing of the consti
tution of tile Union. It is only when the members of the Assembly are 
organized into groups whicI;J. represent homogeneous communities and peo
ples having similar interests in common that the real problem of reconci· 
ling separate interests ~th a unified central government will be duly appre
ciated and. solved. 

If the formation of the federating units is thus urgent as a preliminary 
step, a basis must be indicated on which the quest of the federating units 
elm be fruitfully conducted. The basi~ is given by the nature of the prob
lem of federalism sketched above. A federation is the result of the coming 
together of units who are conscious of separate identity; the federating 
units must therefore be formed of regions. the peoples of which are con
scious of separate identity. i.e. as distinct frdm their neighbours. and per 
contra are conscious of a feeling of unity among themselves. A sense of 
oneness among Jjleoples because of common sense of history and tradition. 
race. language or religion will obviously give the basis of the federating 
.units. Our request is .for an area where homogeneity with reference to 
political action and political allegiance is found existent. Difference in 
geographical factors or in economic conditions does not ordinarily vitiate 
a sense of political unity and within even a large political unit it is always 
possible to provide for regional differences by division into administra
tive ueas O~ by, the intrGduction .f the principle of local autonomy. 
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On the basis of the test given above the linguistic principle will be seen 
to yield the proper limits for political units especially in Peninsular ladia. 
That the federating units should be unilingual might be easily taken for 
granted. A variety of languages would make democratic governments very 
dillicult in a unit; and if on no other ground. the creation of new federat
ing units must provide for the people in the federating unit speaking 
overwhelmingly one language. Given the language test. the regions where 
Marathi is the dominant tongue would yield one large contiguous unit 
which should be the federating unit for this area. Within the area itself 
there are also no factors which indicate any smaller federating units being 
formed. The primary federating unit should obviously be as large as poli: 
tical homogeneity permits. This makes for ease in the working not only of 
the Union but is advantageous also from the point of view of the federat
ing unit itself. Success of schemes of economic planning and social welfare 
as well as the possession of political strength depends OB the largeness o~ 
territory and resources commanded by a political unit. In a federation 
where large powers in respect of economic matters are vested in the fede
rating unit an unnecessary splitting of areas in the federating units is 
highly wasteful. The influence that a people wiIl wield in the affairs of 
the Union wiIl also depend to a considerable extent on their eoonomic 
and political strength. A set of small units will naturaIly not command 
the same pMition as one luge unit and. therefore. the largest possible 
homogeneous unit should everywhere be formed into the federating unit. 

On examining the specific question of Maltarashtra. it is easy to show 
that the whole region inhabi ted by people speaking Marathi should form 
one federating unit. More than any other region of uniliugual people in 
India. unified Maltarashtra will be found to have complete political 
homogeneity. Not only would be the language spoken in this tract be one 
but the literary traditions of all the people would be the same. There have 
been no rigid barriers in the past in any kind of contact over the whole ter
ritory of this unified Maltarashtra. In social structure the similarity among 
the most distant parts is remarIc.able. The three main classes of the people 
of Maltarashtra. Marathas. Maltars and Braltmins. are spread more or less 
uniformly over all this territory and among all these different caste groups 
there is not only a feeling of oneness but also a considerable interchange 
in social relationship. The religious and cultural traditions of the people 
of the entire tra.:t are the same. The saints they revere. the heroes they 
worship._ the historical memories they treasure are all the same. Within 
no sphere of sociaI or cultural life could. any definite line of demarcation 
-be drawn in the territory of unified Maltarashtra and there is DO particular 
part of it which. as a whole. does not share in the sense of rommonness. 
This i, DOt owy so today but teems to have always been the- case through 
historical times. Therefore. the political aIlegial1£e of a unified Malta-
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rashtra will be firmly grounded in the sentiments of the people and in 
their feeling of unity. 

There is no sharp division. even geographical or economic, in the area. 
The one region in the area of unified Maharashtra which', constitutes a 
separate geographical entity by itself is. of course. the region of the 
Konkan. The geographical features and the economy of the Konkan result
ing therefrom are undoubtedly distinct from those of the rest of Maha· 
rashtra. However. nobody has on that account ever suggested that the 
Konkan should form a separate political unit. As a matter of fact for at 
least the last. 1.000 years the Konkan has never formed a separate unit by 
itself but has always been unified with parts of the region of Maharashtra 
above the ghats. For the rest of Maharashtra there are no sharp economic 
or geographical features dividing one region from another. There are also 
no divergences in economic interests in the modern sense. There has been 
no special concentration of industry in anyone part and one special depen· 
dence on a single product which might result in specialised interest for a 
particular region. If one examines. for example. the existing administra· 
tive divisions between various parts of Maharashtra. one finds that the lines 
of these divisions are utterly meaningless. The economic or social or cul
tural life in Kolhapur and other states of the Southern Maratha country 
are not divergent from those of areas included in British districts sur· 
rounding them. The economy of Berar has more in common with that of 
Khandesh than with the economy of the districts of Bhandara or Chanda. 
And the Marathwada area in the Nizam's Dominions forms together with 
the districts of Ahmednagar. Sholapur and Khandesh on the one hand and 
Berar on the other one typical continuous block of the Deccan Peninsula. 
The division of these territories in different administrations is certainly 
neither advantageous for the whole nor for any part thereof. If an attempt 
were to be made to form more than one federating unit from among the 
whole area it would merely result in a disastrous weakening of the forces 
of Maharashtra in the Indian Union and it would not have any special 
meaning in the context of any social. cultural or economic feature. 

It has been sometimes alleged that incorporating a whole area which is 
large into one political unit might result in the dominance over the whole 
area of a particular point of view and the neglect of many local interests. 
It has also been said that the area which is economically better off within 
the larger unit might feel that its interest was being sacrificed by such a 
union. It might. of course. be doubted whether it is wise for any particular 
area professing to be part of one whole people to set up a claim for not 
sharing its wealth with co-citizens. India and other poor countries in the 
world: today are putting forward a plea for special treatment by richer 
nations of the world. In such a situation a purely sectional view in a small 
region is to be deplored. However that may be. there is no region today 
within Maharashtra that is to a special degree richer than others. North 
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Konkan is the only area which is remarkably poorer than other regions. 
For the rest, regions of agricultural prosperity such as Kolhapur and the 
South Satara district, the areas of the Deccan Canals, part of Khandesh, 
Berar and Nagpur divisions are all fairly evenly dispersed. It is no longer 
true to say, as it was perhaps true during the days of boom in cotton prices, 
that Berar is a specially rich region; and as to the possibility of future 
development a combination of hydro-electric and irrigation development 
has more in store for th~ districts of the Bombay-Deccan than for the 
Nagpur-Berar area. Apart, therefore, from the cogency of the plea of a 
richly endowed area trying to get a special treatment for itself there are 
in fact no such areas' within unified Maharashtra. With regard to the plea 
of dominance of any particular point of view or neglect of local interests 
it is obvious that such fears can be provided against in advance. It is diffi
cult to believe that in unified Maharashtra, with franchise and political 
power evenly spread,any one region will specially dominate others. The 
conditions of political life are more or less similar throughout this tract 
and its social and economic problems are closely similar. The bulk of the 
rural peasantry is similar in disposition throughout the area and political 
power in a unified Maharashtra will overwhelmingly pass into the hands 
of their representatives. The nature of such representation, their political 
prograjllme or methods are not likely to differ from tract to tract. How
ever, it would still be Impossible to provide for machinery by which any 
special regional interests could be properly safeguarded. The problem of 
these devices leads us to considerations which will be common to all parts 
of India. The possibility of forming sub-provinces and autonomous di .. 
tricts or cities within each federating unit must be contemplated. Such 
extension of the area and concepts of local self-government is in a Ime 
with our political development and the genius of our people. The details 
of such devices must, however, be considered in connection not with the 
formation of particular federating units but as a part of the entire con
stitutional structure. 



THE SCOPE OF UNION SUBJECTS· 

THE subjects dealt with by the Onion are speciJically mentioned and it is 
expressly provided that all subjects other than the Union subjects and all 
the residuary powers should vest in the Provinces. The resulting scheme of 
the distribution of powers is like that in Australia and the U.S.A. This 
method leaves to the Provinces a mass of .excJusive powers which could not 
be invaded, or interfered. with by the Union authority and also leaves to 
them in addition certain concurrent powers as to matters within the Union's 
sphere, to pass laws not inconsistent with the Union laws. The strength of 
the Union will depend on the total of the powers given to if under each of 
the subjects. In order to assess this total, the likely scope of powers in each 
subject may be illustrated with reference to their detailed enumeration 
given in the constitutions of other federations and in the Government of 
Indi i' Act, 1935. 

Fort!i~ .4.fJairs 

Three items from the 7th Schedule, list one, j.l!. The Federal Legislative 
List in the Government of India Act, 1935, would obviously fall under thia 
head. These are numbers! 3, 17 and 49. With some stretching of the mean. 
ing of the terms, items2 19 and 44 could perhaps be also included. The 
powers mentioned in this connexion in the Constitntions of the U.S.A., 
Canada and Australia and the more recent federal Consd tutions of the 
U.S.S.R. and Brazil may further be indicated. In the U.S.A. Constitution 

• India Quarterlll, Vol. II, No.4, October·December, 1946, pp. 328·340. 
Thi. is a section of a study on the Indian Constitutional Problem being pr ... 

·pared by the Gokhale lnatitute of Politics and Economics of which Dr. Gadgil is 
the Director. 

1 3. External Affairs; the implementing of treaties and agreements with other 
countries; extradition. including the surrender of criminals and accused 
persons to parts of His Majesty's dominions outside India. 

17. Admission into, and emigration and expll~sion trom, India. including in 
relation thereto the regulation of the movements in India at persons who 
are not British subjects domiciled in India, subjects of any Federated 
State, or British subjects domiciled in the United Kingdom; pilgrimages 
to plac.. beyond India. 

49. NaturaIisation. 
2 19. Import and export aero.. customs frontiers aa defined by the Federal 

Government. 
44. Duti .. of customs, including export duti ... 
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the powers given to the Congress include powers 'to regulate commerce with 
foreign nations'. 'to establish a uniform rule of naturalization', 'to define 
and punish piracies asd felonies ronuniued (In the high seas and olI'ences 
against the law of naticms'; ·these might all be supposed to fall within foreign 
affairs. Section 91 of the British North America Act, 1867. refers only to 

one subject 'naturalization and aliens' which would definitely be connected 
with Foreign Affairs. Section 51 of the Commonwealth of Australia Consti
tution Act "ontains. however, a much larger number of items. and these 
are as follows: External Affairs, Trade and Commerce with other countries. 
bounties on the export of goods, fisheries in Australian waters beyond terri
torial limits, naturalizaLion and aliens, foreign corporations, immigration. 
emigration and influx of criminals. 

In the Constitution of the U.s.S.R.. the following find a place among the 
powers of the Union: the representation of the Union in international rela
tions. the conclusion I!Jld ratification of treaties with other States. foreign 
trade on the basis of a State monopoly. laws on the rights of foreigners. 

The Brazilian Constitution enumerates the items thus: to maintain rela
tions with foreign countries, 110 nominate members of the diplomatic and 
consular corps. to enter into treaties andintttnational -conventions: to 
decide defInitely regarding the limits of national territory, the naturaliza
tion, ~try and departure from .national territory. immigration and em;
gr3lion. passports. expulsion of foreigners, extradition. foreign commerce. 
exchange and transfer of funds abroad. 

A study of these lists shows that a number of items obviously fall within 
the sphere of foreign affairs. Firstly, there is the representation of the 
country abroad and the negotiation of treaties and agreements with other 
powers.. Secondly. all questions of immigration and emigration and those 
connected with naturalization and aliens.. Thirdly. there is jurisdiction be
yond territorial limits and lastly questions connected with foreign commerce 
and with the exchange and transfes of funds abroad. Uttle difficulty would' 
arise regarding the propriety .of inclusion or the interpretation of the scope 
of the first three. 

The nature of the power in respect of foreign oommerce etc. must be. 
however. examined in lome detail. No direct power is given to the .union 
in respect of foreign commerce or foreign exchange. This does not. how
ever, mean that the power of regulating foreign commerce or exchange is 
denied to it &0 long as and to the extent that it could be proved that the 
subject 'foreign affain' necessarily included such power. In this connexion 
no importance could be attached to the fact that in ~he constitutions of 
other federations power over foreign commerce is specificaHy mentioned 
apart from foreign or external affairs. The enumeration of powers in these 
constitutions is not made strictly in terms of inutually exclusive categories. 
Also. there ,are examples where' ·foreign commerce is not mentioned apart· 
from foreign relations and where the one was obviously included in the . 
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other. Article 6 of the German Constitution of 1919 enumerates the sole 
legislative powers of the Federal Government. 'Foreign Relations' heads 
the list in this article. which does not, however, contain any specific refe
rence . to' foreign commerce, though it mentions separately' the Customs 
Department. 

'Foreign affairs', it should be noticed, is not a single subject like, say, 
'agriculture', or even a single group of subjects like 'communications'. It is 
a comprehensive class and includes al\ subjecu which have an aspect of 
relations with other countries and includes them only in the context of that 
)'elation. 'Foreign affairs' is very wide and covers all relations with the out· 
side world and it necessarily includes all ext$'l1al economic relations. No 
government other than the Union Government would be' competent to 
regulate external economic relations and the governments of groups or pro· 
vinces' could not directly enter. for example. into trade agreements with 
other countries, Any treaty. compact or convention, whatever iu nature. 
with any foreign country or international authority. could be entered into 
only by the Union Government: All obligations accepted on behalf of the 
whole or any part of the territory comprised within the Union would be 
accepted by the Government of the Union. All legislative or administrative 
acts which seek to regulate the interests. connexions or affairs of Indian 
Governments or national abroad would be performed only by the Union 
Government. Territories or persons, goods, services or funds may all be. 
come affected by the impact of foreign relations and to the extent that 
this happens they would fall within the jurisdiction of the Union. There 
is. therefore. little doubt that if regulation is to be attempted. international 
obligations undertakeR. or the terms of exchanges settled regarding any 
foreign commerce in commodities' or in services, in money or in credit the 
Union Government would be the only competent authority in this behalf. 
In acting within this sphere the Union Government may have, for a variety 
of purposes. previously to .€onsult provincial or group governments or act 
in constant collaboration with them. The practical need to do this cannot, 
however. be taken to affect its absolute powers within the field of foreign 
affairs, including external economic relations. 

The position in regard to the customs tariff is not equally clear. It might 
be held that the levy of any duty on an article of export or import affected 
external economic .relations and was. therefore. a part of foreign affairs. 
On the other hand. it might be argued that the Subject included only that 
aspect of foreign commerce which was affected by relations entered into or 
agreements made with foreign countries and did not, therefore, embrace 
the whole field of customs duties. Nothing in the proposals of tlte Cabinet 
Delegation indicates that a custom frontier between groups or provinces i, 
ruled out by the scheme. In almost all federal constitutions tlte regulation 
of inter·state commerce is, equally with the commerce with foreign countries, 
an attribute of ,the Federal Autltority. No mention of inter-state commerce 
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is made in the proposals of the Cabinet Delegation. It is, therefore, obviously 
nol within the competence of the proposed Inman Union. A province or a 
group of provinces would then .be at full liberty to impose duties .or rest~ic
tions on trade between provinCes or between groups. 'Would duties on IIn-. 
ports and exports necessarily fall completely within the sphere of the Union's 
jurisdiction in so far as commerce with particular countries is carried on 
under definite treaties or agreements with them, the competence of the 
Union Government would be unquestioned. Group Dr provincial govern
ments could not have powers to aller these terms. But in the sphere within 
which international trade agreements did not operate, it might be argued, 
the provincial or group governments would have the power to levy or vary 
the rates of import or export duties. 

The position regarding the regulation of currency is similarly ambiguous. 
Representation on an international monetary fund or bank, would, no 
doubt, rest with the Union and the fixation of rates of exchange and agree
ments with other countries relating to them would obviously fall only within 
the com petenc.e of the Union Government. All direction and regulation' 
of the transfer of funds abroad would also rest with the U nion_ This should 
prove sufficieat to give to the Union, authority and power relating to the 
issue and-management of currency for the country as a whole. However, 
it would be still possible for a province or a group government to issue 
currency, including paper currency, of its own, for circulation within its 
own area of jurisdiction, and· the regulation of banking would .completelt 
rest with these governments. Because of this, the monetary authority of the 
Union might find it impossible to implement all its decisions fully through
out the territory of the Union except with the willing co-operation of pro
vince and group authorities. 

Another question which is relevant to raise here but which is somewhat 
difficult to decide is the regulation of the entry of foreign capital; Obviously 
no group or provincial government could itself raise a loan abroad or enter 
into any economic or financial agreement or commitment with foreign 
governments' or individuals. Also, the regulation of. foreign corporations 
might fall distinctly within the Union's sphere. It is doubtful, on the other 
hand, whether the regulation of the participation of foreigners in corpo-' 
rations formed within the territories of the groups and the provinces could 
bl' all done by the Union Government. If it is not possible 'to close this 
loophole the operations and the entry into the country of foreign capital 
would be subject to varying ,conditions hom region to region and might 
lead to some measure of competitive legislation. It is likely that an over
a 11 regulation of transfer of capital between country and country' might 
come about as a result of international agreements and the operations of 
international organizations. In this case, the sphere within which group or 
provincial governments have the liberty to act would be severely restricted. 
On Ihe whole, it might be said that through ita power over foreign affairs 
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the Union Government might be able to influence, at least, indirectly an 
important sector of economic life and this sector would be the larger and 
the more influential, the more pervading and inclusive became the opera· 
tions of international economic organizations. 

Another important issue in connexion with the scope of foreign affairs is 
the extent of the legislative power given to the Union because of the power 
to enter into treaties and agreements with other countries. In discussing 
this subject it would be best to start with a threefold classification of 
authorities with differing competence that might be contemplated in con· 
nexion with constitutions of federal governments: (i) authorities compe
tent to legislate upon a given subject for municipal purposes; (ii) an autho
rity competent to legislate on the same subject for giving effect to inter· 
national engagements; and (iii) an authority competent to undertake an 
international engagement." 

We are not concerned with the distinction between (ii) and (iii). It is 
agreed that the ratification of a treaty by the authority competent in this 
behalf does not by itself alter the law of the land and that, for this pur· 
pose, the competent legislature must act appropriately. The division of 
functions as between (ii) and (iii) may occur within even a Unitary Con· 
stitution and is not peculiar to federations.-

For our purpose the significant difference is that between (i) and (ii) 
and it is necessary to find whether in the proposed Indian Union the Union 
legislature could be placed in the category classified as (ii) above. Refe· 
renee may first be made to the position in other federal constitutions. 

The position in the U.S.A. appears clear. The treaty·making powet of 
the U.S-A. Government enables it to enter into any field of legislation to 
give effect to treaties irrespective of the division of powers between the 
Federation and the stales in the Constitution. However, this is the result 
not of any interpretation of the power of the Congress over foreign affairs 
hut is directly and separately provided for in the Constitution itself. 
Article VI of the U.s.A. Constitution lays down that 'all treaties made, or 
which shall be made, under the authority of the United States shall be the 
supreme law of the land: The U.S.A. example would thus not apply to any 
constitution in which no such specific provision is included. The special 
responsibility of the U.S.A. Senate in respect of foreign affairs and treaties 
is also a significant feature of the federal constitution of that country. As 
regards Canada Section 132 of the British North America Act (1867) pro· 
vided that the Parliament and Government of Canada shall have all powers 
necessary for performing the treaty obligations of Canada arising under 
treaties between the Empire and foreign countries. So long as the Dominion 

• Cf. C. W. Jenks. 'Constitutional Capacity of Canada to Give Elfect to Inter
nationa! Labour Conventions', r and II, Jourll4l of Comparativ. Leilia/alUm and 
lnUrnatitmal LIJV1, Vola. 16, 11, 1934-36-

, Cf. Keith: Go"....,. ...... '" of tit. Brltialr. Em*" 1935, p. 113. 
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Govetnmertt acted under these powers it was held to be competent to enter 
the sphere of evert exclusive provincial legislatiort to give effect to treaties. 
However, when Canada erttered into treaty obligations with foreign 
countries directly, Sectiott I ~2 was nO longer held to apply. 1n the changed 
situation the Privy Council ruled tllat irt spite of the Dominion Govern
ment possessing treaty-making powers and also the general powers for mak
ing laws fot the peace, order and good government ot Canada, 'the legisla
tive powers remain distributed'. It added: 

"1£ in the exercise of her new functions derived from. her new inter
national status Canada incurs obligations, they must, so far as legisla. 
tion is concerned, when they deal with the provincial class of subjects, 
be dealt with by the totality of powers, in other words by cO'operation 
between me Dominion and the Provinces".s 

In Australia, the Commonwealth Parliament has legislative powers in 
respect to external affairs and no special provision is made in the Const~
tution regarding giving effect to obligations arising out of treaties. The 
extent of the power tIlus vested in tile Commonwealth Parliament has Dot 
yet been fully defined by a judicial decision. In one case" however, & mino
rity of tIle.judges of the Supreme Court were prepared to hold that the 
Commonwealth has powers to implement through legislation treaties and 
conventions under its authority as to external affairs. The majority of the 
Court, however, did not commit itself to this view and even the minority 
insisted that in order to be valid, under this power, the Acts passed must 
exactly follow the treaty or conventions and that any deviation would be 
fatal. 

It was perhaps, in view of tIlis difficulty, experienced elsewhere that the 
Government of India Act 1935 attempted to define clearly the effect of tile 
treaty-making power. The item 'the implementing of treaties and agreements 
witll other countries' is included in the Federal Legislative List of the 19~5 
Act. However, by a special Section in tile same Act the effect of ~is power 
was strictly defined and it was laid down tIlat tile 'Federal Legislature shan 
not by reason only of the entry in tile Federal Legislative List relating to 
the implementing of treaties and agreements with other countries have 
power to make any law for any Province except witll the previous consent 
of tile Governor or for a Federated State except with the previous consent 
of the Ruler thereof'.- It has been pointed out that because of the wording 
of sub-section (30) of this Section the restrictive effect of tile provision was 
not considerable, as tile concurrent powers of the Federal autllorities were 
fairly wide under the 1935 Act.' 

5 Attorney-General for Canad4 v. Attorney-General for Ontario and others 1937. 
8 See. 106 (1). ' 

• Sec. S. K. DaB : 'Canadian Experience and the treaty-making power in the 
Government of India Act 1935', Jo_1 of Comprvra,U1J. Legislation and Int .... 
national Law, Vol. 20, 1988. , ' 
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In the Constitution of the Indian Union no such large list of wide con· 
current powers is expected to find' a place. Therefore. if a provision similar 
to that of Section 106 of the 1935 Act is included in the new constitution 
no extension of the legislative sphere of the Union will take place because 
of the treaty-making powers vested in it. 

To sum uP. treaty-making powers can be relied upon to bring within 
the competence of Federal Governments all legislation arising out bf 
treaties, agreements. etc., only if special provisions exist in the constitution 
such as those of Act 8 of the U.S.A. Constitution or Section 132 of the Bri
tish North America Act. In the absence of such provision the constitutional 
division of powers between the federal and provincial or state authorities 
may be said to define the limit of legislative competence in respect of agree
ments with foreign countries also. In, view of the existence of Section 106 
in the Government of India Act 1935. it is expected that those who favour 
a strict delimitation of the powers of the Union will insist on a similar 
provision being included in the new constitution and thus settle the ques
tion beyond doubt . 
. The representation of India abroad will undoubtedly lie with the Union 

under the proposed scheme. but. outside the sphere of Union subjects. the 
policies that the Indian representatives would expound and the decisions 
they would agree to would depend on the instructions not solely or chiefly 
of the Government of the Union but of those of the governments of vari
ous groups. The Indian delegation to an international food conference. 
for example. might even have to eJqlound not one but two or three sets of 
different policies. The ratification of international conventions such as 
those relating to labour could also not be guaranteed in advance on the 
advice only of the Union GovernmenL 

Defence. 

Under defence would be included the following items in the list of 
federal subjects of the 7th Schedule of the 1935 Act: 1. 2. 29. 30 and 39.1 

,21 1. His Majesty's nav&.\ military and air force bome on the Indian establish
ment and any other armed force raised in India by the Crown. not being 
forces raised for employment in Indian States or military or armed police 
maintained by -Provincial Governments; any armed torces which are not 
force. of Ws Majesty but are attached to or operating with any of His 
Majesty's naval. military ,or air forces borne on the Indian 
estab~ishment; central intelligence bureau: preventive detention in British 
India for reasons of State connected with defence, external affairs, or the 
discharge of the functions of the Crown in its relations with Indian States. 

2. Naval, military and air force works; local self-government in cantonment 
areas (not being cantonment areas of Indian State troops). the regwa
tion of house accommodation in such are88, within British India, the de
limitation of such areas. 

29. Arms; firearms; ammunition. 
30 . .Explosives. 
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The defence powers of all federations genera,IIy include the powers to 
declare war and make peace and the powers to raise. maintain and control 
all kinds of arms. The extent to which defence is held to include certain other' 
things might be illustrated by reference to the wording of the powers in 
some federal constitutions. Section 51 of the Australian Act lists the follow
ing items: 'the naval and military defence of the Commonwealth and the 
several states. the control of the forces to execute and maintain the laws of 
the Commonwealth.' Section 119 of the same Act lays down that 'the com
monwealth shall protect every state against invasion and. on the appli
cation of the Executive Government of the state against domestic violence.' 
The Consti tution of the U.S.A. gives powers to Congress 'to provide for 
calling forth the militia to execute laws of the Union. to suppress insurrec
tions and repel invasions: and also to exercise exclusive legislation 'over 
all places purchased by the consent of the legislature of the state in which 
the same shall be for the erection of forts. magazines. arsenals. dockyards 
and other needful buildings.' The Brazilian Constitution mentions amongst 
powers of the Union 'to authorize the production and to supervise the com
merce of war materials of whatever nature: and 'the manufacture and 
commerce of arms. munitions and explosives.' The immediate scope of the 
powers of ·aefence is fairly well defined. The chief directions of its possible 
extensi9n are (i) a sphere connected with internal security, (ii) control over 
areas where activities connected with defence work. are carried on,and 
(iii) the manufacture of and commerce in commodities intimately con

nected ,with defence operations. The field of defence has widened in all 
these directions in modern times because of the extension of the areas of 
operation of all types of arms and the spheres of productive activity con-
cerned with defence operations. ' . 

The general responsibility for defence and security of a federal govern
ment has been held in all federations to vest it. with very wide powers in 
times of war. As early as 1916, the Supreme Court of the Australian Com
monwealth upheld the power of the Commonwealth Government to regu
late, during times of war, economic activity in very considerable detail 
under its general power of defence. During the last war also defence powers 
have been held to be very wide by judicial interpretation; and though 
the courts have not been entirely uncritical almost any regulation that 
could be presumed to have some connexion with the conduct of war has 
been held to fall within the' purview of this power. The responsibility for 

39. Extension of the powers aDd jurisdiction of members of a police force be
lODging to any part of British India to any area in another Governor's 
Province or Chief Commissioner's Province, but not so as to enable the 
po!ice of one part to exercise powers and jurisdiction elsewhere without 
the consent of the Government of the Province or the Chief Commissioner 
as the ease may be. Extension of the powers and jurisdiction of lI1ember~ 
of a police force belonging to any unit to railway areas outside th.t unit. 
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defence would thus give the Union Government a very wide sphere of ope· 
ration during the actual course of a war. On the other hand, it is equally 
true that the scope of these powers is held to be wide only during times 
of war; during times of peace this power has always been interpreted nal."
rowly. In modern times the sphere of the Union Government because. of 
the large number and variety of bases required for defence purposes and 
because of many types of production connected with, defence operations 
might be much wider than be'fore. However, it could not cover but a small 
fraction of the total area of economic activity in times of peace. 

Communications 

Whh communications we come to a subject given LO the Indian Union 
which has a content much wider thall that included in the powers of any 
other federal authority. Under the heading could be included not only a, 
great many of the items in list one of Schedule 7 of the 1935 Act such a& 

7., 18, 22 to g6,· but some also ,ill list 2, for example, 18, and in list 3, for 
example. 20 and 32,10 Through its power over this subject the Union Gov
ernment would control I!ail and road communications, navigation and ship
ping, post and telegraphs, airways, and airships, beacons, buoys, lighthouses, 
custom houses, warehouses, ports and harbours and all other incidentals 
like port, river and railway police, connected with their maintenance. This 

9 List 1. 
7. Posts and telegraphs, including telephones, wireless broadcasting and 

other like forms of communication; Post OtIIce Savings Bank. 
18. Post quarantine; seamen's and marine hospitals, and hospitale connected 

with port quarantine. 
22. Major ports, that is to say, the declaration and delimitation of luch porta, 

and the constitution and powers of Port, Authorities therein. 
28. Fishing and IIsheries beyond territorial waters. 
24. Aircraft and air navigation; the provision of aerodromes; regulation 

and organization :of air traffic and of aerodrom ... 
25. Lighthouses. including lightships, beacone and other provision for the 

safety of shipping and aircraft. 
26. Carriage of passengers and goods by eea or by air. 
10 List 11. 
18. Communications, that is to say, roads, bridges, ferries, and other means 

of communication Dot specified in List I; minor railwayo subject to the 
provisions of List I with respect t4> euch railway .. ; municipal tramwa"s; 

'ropeways; inland waterways and traftie thereon lubject to the provisions 
of List III with regard to Buch waterways; porta, subject to the provieiona 
in List I with regard to major ports vehicl .. other thaD mechanically 
propelled vehicles, 
List 111. 

,20. Mechanically propelled vehicles. 
32. Shipping and navigatioD on inland waterwayo as' regards mechanically 

propelled vessels, and the rule of th .. road on euch waterways; carriage 
of passengers and good. on inland waterways. 
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is undoubtedly a very large list of subjects and a vigorous and ac~ive UnioD. 
Government might be able to help economic development in most parts of 
the country through a well-planned policy relating to the facilities for trans
port and the rates cbarged for them. However. it must be remembered. that 
the influence of a communications policy on economic development would 
be largely indirect.' Transport plays an important part in plans of produc
tion and distribution. and the transport authority can materially help or 
hinder the success of general economic planning. Economic controls ot deve
lopment plans cannot. however. be initiated from the transport end. Fur
ther. while all other economic activity is within the sphere of the provinces 
and only communications are controlled by the Union. Central policy would 
necessarily be colourless. It could not easily adapt itself to all the varying 
aims and methods of the differing group or provincial policies and it would 
have to avoid giving the impression of discriminating between the different 
means of transport ort}lpes of commercial activity or between areas. 

Finance 

Finance for the conduct of all these powers is not a separate power but 
is included in the ambiguous phrase 'and should have the powers necessary 
to raise the finances required for the above subjects.' The justificationf';r 
,this ph-rase is to be found in an important difference of opinion between 
the League and the Congress. The former maintained that the Union should 
have no taxing powers of its own but should raise resources. presumably. 
by contributions from provinces. The Congress leaders insisted that the 
Union should definitely control Customs and should have the power to raise 
revenues in its own right. If the point of view of the League is accepted 
the Indian Union would be no more than a confederation. It would leave 
India in the position occupied by the states of America before the adoption 
of their present constitution. However, even if the Union is ultimately 
vested with taxing powers it is unlikely that these powers would be wide. 

In most other federations the power of taxation given to federal authori
ties is either very wide or is absolute. i.e. without any qualification or limit
ation being imposed on it. It is ordinarily not hedged in by reference to 
either limited and specific purposes or to special sources of revenue. The 
U.S.A~ constitution gives power to the Congress 'to lay and collect taxes. 
duties. imposts. and excises. to pay the debts and provide for the common 
defence and general' welfare of the United States.' The Canadian Consti
tution gives the Dominion Parliament authority for 'the raising of money 
by any mode or system of taxation'; The Commonwealth of Australia Con
stitution Act gives to the Parliament powers of taxation with only the quali
fication 'but so as not to discriminate between States or parts of States.' 
The U.S.S.R. has amongst the powers of the Supreme Council 'the approval 
of the single budget of the U.S.S.R. and also of the taxes and revenues 
which serve to form the budgets of the Union republics and localities.' 
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In the Brazilian Constitution there is an attempt at a distribution of sources 
of revenue. Certain important broad heads are given to the federal gov
ernment, while a number of subordinate tax resources are reserved to the 
states. The Government of India Act of 1935 also follows the method 01 
division of revenue resources. 

It is not clear whether a proposal for vesting the Indian Union ·with 
general unlimited taxing power will prove acceptable. There need, how
ever, be no objection to defining clearly the tax sources allotted to the 
Union. As a matter of fact it may be found convenient, in the Indian Union, 
to divide as far as possible, heads of revenue between the federation and 
the provincial governments. Once, however, a tax·power rests with an 
authority its discretion to make use of it should not be allowed to be ques
tioned as a constitutional issue. 

The Union is to be vested with powers to raise finances required for the 
purposes of the three subjects: Foreign Affairs, Defence and Communi
cations that are allotted to it. This manner of stating the power to raise 
finance necessarily imposes an important limitation on the authority of 
the Union; and the: effects of this may be faNreaching; the Union has 
obviously no powers to raise finance not required for the above purposes. 
All taxing acts as well as all spending must be justified with reference to 
the three Union subjects. Only the U.S.A. Constitution among the impor
tantfederal constitutions, links the power to tax witI:t the objective of 
expenditure. These objectives in. the U.S.A. Constitution are very broadly 
stated. They are 'to pay the debts', 'to provide for the common defence and 
general welfare'. The last of these, 'gener~1 welfare', is 50 comprehensive 
that little difficulty has been experienced in justifying any measure of taxa
tion before courts of law. The U.S.A. Courts have consistently held that 
the power to appropriate, i.e. the power to spend the proceeds of taxation 
is as broad as the power to tax and is, therefore, limited only by reference 
to general welfare. It has also been held, because of linking the power to 
tax with general welfare, that the power of the Congress to authorize moneys 
for public purposes is not limited by the legislative powers given to the 
Congress in the Constitution. However, even in the U.S.A. the power of 
Federal authorities to act through the power to tax and to appropriate the 
proceeds of taxation has been found to be not altogether unlimited. The 
Supreme Court, even while interpreting the provisions liberally, has laid 
down that distinction must be drawn between one welfare and another and 
between particular and general and these distinctions played an important 
p;<rt when the Agricultural Adjustment Act was held unconstitutional. 

In view of this, even if the sources of revenue given to the Union prove 
ample, the power to tax and to spend may be subjected to a number of 
obstructive conditions. The Delegation proposals do not give the power 
to tax but merely power to raise finance; they also limit the use of this 
power, to finance required for the three subjects. At least two important 
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types of difficulties are thereby created which may be illustrated briefly. 
Firstly with reference 'to acls of laxation. If finance is raised by taxation 
the wording of the Cabinet proposals may lead 10 disputes relating to the 
manner in which particular tax proposals operale. A tax. inevitably. has 
other effects than Ihose of raising revenue and if these other effects are found 
to be important the Union by imposing the tax. may be held to operate in 
the field beyond those of the subjects allotted to it. A customs duty levied 
with only a fiscal objective may have an unintentional protective effect, 
large or small. This might be held to make the levy of the duty ultra vires 
of the powers of the Union and similar difficulties are bound to arise in res
pect of all major taxes direct or indirect. 

Secondly, it would not presumably be possible for the Union to raise 
funds in excess of its own Slrict requirements and if it had any surplus funds 
its power to appropriate would be bound by the same conditions as its power 
to raise finance. That is. the Union would have authority to spend money 
directly or through an agent only for a purpose within the field of the three 
subjects given to it. If this happens. one of the most important means by 
which federal governments have in recent times enlarged the scope of their 
activities will be denied to the government of the Indian Union. The very 
broad taxing powers of federal governments have resulted in federal re~ 
sourceS-being usually more ample tl,an the requirements of subjects directly 
within federal competence. Governments of federations have consequently 
found themselves with surplus funds. The federating states have usually 
been short of money. especially with the recent expansion of state responsi
bilities. Grants-in-aid by federal governments have. therefore. become very 
common and they have been one of the most potent instruments by which , , 
federal governments have exercised influence over broad spheres not directly 
under their purview. The conditional grants of the U.S.A. federal govern
ment have been used to induce states to fall in line with federal policy on 
a large number of questions. The severe encroachment of the tax-field by 
the Dominion Government has been used as a bargaining counter in 
dominion-provincial relations by the Dominion Government of Canad.a. 
And the government of the Australian Commonwealth was able to use 
jointly its power to tax and to make grants and its war-powers to compei 
the states to vacate the field of income-taxation during the war. It is obvious 
that a strict interpretation of the wording of the Delegation proposals 
would rule out the emergence of any systein of federal grants in the Indian 
Union and the financial' powers of ti,e Indian Union under tIle proposals 
of the Delegation would be vastly weaker than that of any major federation 
in existence in the world today. ' , 

It has been argued that the scope of the powers of ti,e Union could be 
increased by presuming upon some inherent powers in a national govern~ 
ment and also by reference to implied or ancillary powers. The argument 
appears. however. to have little substance. For example. in the U.S.A. it 
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has no doubt been held that in the external sphere the powers of the federal 
government are supreme and not liable to division and the Courts have 
said that the power to declare and wage war, to conclude peace, maintain 
diplomatic relations with other sovereignties must be taken as vested in 
the federal government as necessary concomitants of nationalIty even if they 
had been never mentioned in the Constitution. However, internally the 
federal government is a government of enumerated powers and it has been 
laid down that the Congress has no inherent sovereign powers in the realm 
of domestic legislation. The subject of implied and ancillary powers 
has been largely discussed in connexion with the powers of the Dominion 
Government in Canada. The structure and wording of the' British North 
America Act favour a liberal interpretation of the powers of the Dominion 
Government. Section 91 of this Act gives powers to the Parliament of 
Canada 'to make laws for the peace, order and good government of Canada' 
and enumerates classes of subjects over which the Dominion Parliament 
has powers without restricting the generality of the initial provision. Sec
tion 92 enumerates subjects of exclusive Provincial legislation, the residuary 
powers remaining definitely with the Dominion Government. It would be 
expected that in these circumstances a large field might, in time, be covered 
by implied or ancillary powers. In fact, the division of powers according 
to enumerated subjects has been strictly maintained. The jurisdiction of 
the Dominion to legislate under the general phrasing 'peace, order and 
good government' has been held to exist only where the subject matter was 
outside those mentioned in Section 92, i,I!. the exclusive provincial powers." 
And the so-called ancillary legislation has been upheld by the courts in cases 
in which the enactment in controversy dealt with an aspect of the subject 
upon which provincial legislation would have been incompetent, in other 
words, the subject in the aspect dealt with fell strictly within one of the 
enumerated classes of Section 91.'2 It is thus clear that where the powers 
of the Union are confined to named subjects and all the other powers vest 
with the provinces there is little hope of an expansion of Union powers 
through the doctrine of inherent, implied, and ancillary powers. 

()ther Matters 

Finally, we might consider the effect on Union powers of the definition 
of fundamental rights incorporated in the constitution. It has been stated 
that if fundamental rights incorporated in the Union constitution cover 
a wide field, the Union Government would be automatically vested with 
large powers to ensure the observance of these rights in the territories of 
the groups and the provinces. To say this is, however, to misunderstand the 
working of federal constitutions. The declaration of fundamental rights 
would merely limit appropriately the legislative or the executive powers 

11 Cameron, Th. CIIMdia,. C ..... titut;."., Vol. II, 1930, p. 15. 
12 .See Clement, lAw ., tho ·C"Mdill,. C .... titut;."., 1918, p. 606. 
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of the Union, group or provincial governments. It would, however. not in· 
crease the power of one government while limiting that of the other. In a 
federal constitU:tion where there is a division of powers between two coeval 
authorities the responsibility for seeing that powers are exercised within 
the proper limitations of the constitution does not rest with the federal 
government. The provincial government is not to be mistaken for a local 
government in a unitary state. In federal states the organ whose duty it is 
to limit action outside the constitutional sphere is inevitably the Judiciary . 
.A large number of fundamental rights widely defined would increase work 
and powers of the Federal Judiciary but not that of the Government of the 
Union . .A reference to the history of the interpretation of, for example, the 
5th .Amendment in the U .S . .A. Constitution will make this clear. 

Conclusion 

To sum up, the powers of the Indian Union would be confined strictly 
to the three subjects:' Foreign Affairs, Defence and Communications. In 
times of war t4ese powers would prove ,wide enough for most purposes and 
emergencies. In times of peace, on the other hand, the Union Government 
would prove to have little real power to in8uence the economic life and 
development of the country, except to the extent that this is in8uenced by 
deci~io'.'sof international organizations and except in a subsidiary manner 
through control over communications. The treaty-making power 'and the 
power to raise finance are not likely to increase the sphere of in8uence of 
the Union. Resort to the doctrine of inherent, implied or ancillary powers 
would prove ineffective and a wide definition of fundamental rights will 
also not lead to any extension of the authority of the Union. 



THE CONSTITUTION OF FEDERATING UNITS· 

THE needs of special regions and the special posi tion of states would call 
for a variety of devices and degrees of devolution within the boundary of 
a federating unit. The federating unit in the proposed Union is the nudear 
and the most important unit and may be composed of either provincial or 
state territory or a combination of Ihe two. The federating unit gives up 
control over the specified subjects to the Union. All the remaining powers 
are held by itself. If groups are formed the federating unIt may in turn 
cede some powers to the group government. Initially, however, it is the 
federating unit that possesses the plenitude of power. A federating unit 
may cover large areas in which a variety of economic or geographical con
ditions may be present. To meet the needs of regions with any special char· 
acteristics or those of large city units included in the province, appropriate 
constitutional provisions must be made. 

In Russia there is a graded set of political units. The autonomous re
publics form the U.S.S.R. by federating together; but within each autonom
ous republic are also included autonomous regions and autonomous 
districts. In Germany with each State - Lander special provision had been 
made for the self·government of large rural areas and the big chies. In 
France, before the war, claims of regionalism were being pressed insistently. 
and in Britain there was the demand for Home Rule in Scotland and 
Wales. The authors of the Mont-Ford Report were aware of similar prob
lems in India on account of the large size of some of the provinces_ They, 
therefore, contemplated the possibility of creating a sub-province, with a 
considerable element of autonomy, within a province_ 

Before considering the possible gradations in the Indian Union with 
their appropriate scope and functions, we might first indicate the essen
tial requisite powers and characteristics of a federating unit, if it is to main· 
tain its integrity. There is an essential constitutional difference between 
the status of a federating unit in a federation and the status of a sub
province or other unit that would be conferred on it by the legislature 01 
the federating unit. For the whole province or federating unit, a single legis
lature exercising certain rights and powers including those of creating the 
autonomous units and endowing them with powers must, 01 course, exist. 
An executive for the whole province goes with the provincial legislature_ 
It would also be necessary that recruitment to superior services, akin to 

• Pub'ication No.2, Samyukta Maharashtra Parishad, PooDa, 1946. 
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the All·India Services of the present day, should also take place for the 
province as a whole. There would be similarly a single supreme court fo~ 
the whole province, and the highly 5pecialisedand research services and 
institutes would be provincia\. In the legislative sphere, it is "clear, that 
the all·province legislature must have pqwers of a general and overriding 
character in all matters, economic and social. The civil and criminal law 
would be uniform for the whole province as also industrial and commer· 
cial legislation. The province would have to have the necessary powers 
for economic planning, including crop planning. It would maintain the 
major social services and lay down the main lines of social legislation. 

After reserving all these powers for the provincial legislature the measure 
of autonomy of a sub·province may vary according to the needs of the 
situation. It would be possible to have sub-provinces endowed with powers 
almost equal to those of the powers of the Indian provinces under the 
Government of India Act of 1919. Such provinces could control their system 
of Land Revenue ,administration and' might even have control over' ad· 
ministration of- justice up to the stage of the jurisdiction of the Supreme 
Court. In most economic matters such as agriculture, forest, fisheries, and 
industry, small and large, they could enjoy concurrent powers of legislation 
subject to the overall supervisory, directive and cO'()Tdinating powers vesting 
in the i'll·province legislature. Such a constitution for a sub·province would 
be suitable 'where a province or other federating unit was composed of two 
or more equally important sub·units which differed consider"bly from each 
other in economic or other circumstance •. 

In the large majority of, instances, however, a sub-province with these 
large powers would not be called for. For most regions provincial powers 
such as those enjoyed by provincial councils under· the :constitution of, 
say, South Africa would be sufficient. The main heads of powers here are: 
(I) specified tax sources; (2) borrowing·powers with the consent of .the 
superior governments;. (3) local self-government ,institutions; (4) local 
works and undertakings; (5) . agriculture, forests, fisheries, etc.; (6) public 
health, including hospitals and charitable institutions; and (7) education 
other than higher education. With these powers will also be associated the 
right to the establishment, tenure. appointment and payment of ollicers and 
the holding of public lands and other property. 

We might also consider the scheme of Home Rule put forward in con· 
nection with Scottish and other . demands. For example, the scheme of de
volution suggested for Scotland and other. areas by Prof. Ramsey Muir 
contemplated the transfer of mainly the following subjects; police and 
prisons, agriculture and fisheries. public health, education, relief of poverty, 
regulation and organisation of local government. It will be seen that this 
list is very similar to' the list furnished above on the analogy of the powers 
of the South African provinces. Prof. Muir's list contains police and prisons 
as an additional subject and he evidently would not qualify the control over 
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education by the omission of higher education from it. He also points out 
that even after devolution the central parliament tould not divest itself 
of its reserve powers of overriding legislation. The constitution of a sub. 
~rovince enjoying such powers would evidently meet the needs of the silUa. 
twn wherever there are ]argeimportant areal! whose economic cODditions 
are materi~lIy different from those of the bulk of the province. ' 

There m~ght. howeve.r •. be other instances where the main difficulty is not 
that of varIety of condmons or of any cleavage of interests, but arises out 
of fear of neglect because of the distance from the centre of political power. 
In this case the appropriate method might be not that of creating a sub. 
province but. on the analogy of Scotland. creating a special ministerial 
office and resorting to departmental devolution. The existing arrangements 
for Scotland in' the British Government are as follows. There is a Scottish 
Office at the head of which is the Secretary for Scotland. This is a principal 
secretaryship with a seat in the Cabinet; there are also a Lord Advocate 
and a Solicitor General for Scotland who are members of Government but 
not of the Cabinet. Scotland has; since old times. its own system of laws 
and separate courts with a distinctive procedure etc. and separate bills have 
to be passed for Scotland on many subjects. These are. by an established 
convention. always referred to a Select Committee consisting of all Scotish 
members. The Secretary of State for Scotland deals with all special Scottish 
departments and has thus a diversity of subjects under him. There are a 
number of Scotland departments each with its permanent Secretary and 
office in Edinburgh. There are, for example, the Scottish Board of Health, 
Scottish Education Department, Board of Agriculture for Scotland. Fishery 
Board for Scotland, etc. In the hands of strong Secretaries of State and 
under pressure fot demand for Home Rule this system seems to have yielded 
fairly satisfactory results during the'last two decade •. The special responsi
bility cast on a member of Cabinet rank. who is invariably a Scotchman, 
with special departments to look after Scottish affairs has undoubtedly re
trieved Scottish interests from neglect. In all those provinces where the 
homogeneity in social and economic structure and interest is considerable 
but because of the widespread extent of the area of the province certain 
regions might be inevitably left away from centres of main political govern
ment. the Scottish device would seem to be the most appropriate. 

The problem of large cities is in a class by itself. A suggestion has been 
made that the large cities should be cut apart from their hinterlands and 
should be constituted into separate and independent federating uniu. The 
suggestion is obviously based on a misunderstanding of the nature of the 
federating unit. The life of a large city is highly one-sided and the lack of 
appropriate co-ordination with its hinterland is even more harmful to itself 
than it would be to the hinterland. The city by iu political or economic 
constitution is not fitted to be the well-nigh omnipotent and self-sufficient 
ft'derating unit contemplated in the Indian Union. This is apart from the 
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great injustice involved in divorcing the concentrated resources of an urban 
centre from the province in which it is situated. Such a divorce would 
cripple the intellectual and social life of a province and would rob it of its 
natural centre of all important activities. It would create great difficulties 
in the way of internal economic co-ordination and it would cut into the 
financial resources of most provinces to a disastrous extent. Such a divorce 
would necessarily have the reaction of the provincial units deprived of their 
natural centre seeking to create rival centres within their own area.There
fore a step which leads to the cutting off of large cities from the provinces' 
01' regions in which they' lie would in every way be harmful. . At the 
same time the problems' of these large cities with their mixed popu" 
lation would need . special attention and these could only be met 
by (Teating semi-autonomous regional authorities on the lines· of large city 
corporations' elsewhere. These city corporations would be endowed with 
powers over publie health, roads, bridges and other- similar works, elemen' 
tary and secondary education including vocational and technical education,' 
building and housing; - town planning,' the undertaking of trading and 
industrial enterprises with- large planning powers and powers to undertake 
aU types of social welfare and cultural activities. An active city corporation 
armed with such an amplitude. of power would be able to deal adequately· 
with all problems raised in the administration of these big cities. 



'l'H~ FORMATION OF NEW PROVINCES· 

IT is safe to start with the assumption that the main aim of the formation 
of new provinces will be the creation of units which are politically more 
homogeneous than the existing provinces. Before attempting the reform,,", 
tion it will, therefore, be necessary to lay down tests of political homogeneity. 
This means that the Constituent Assembly will have to indicate the char· 
acteristics of a population in relation to which it will be judged to consti
tute a political community distinct from its neighbours. The test or char· . 
arteristic most generally accepted so far has been that of language. Other 
t~sts that might be accepted in certain circumstances would be those of 
religious or racial composition of the population. Even after the separation 
of the Muslim majority region, it may become necessary to constitute, in 
the Punjab, a political unit in which Sikhs are specially concentrllted. It 
may also be considered desirable to form political units or sub-units in 
areas of heavy (:oncentration .of tribal population in Central and Eastern 
India. 

If language is accepted as the main test of political homogeneity, the 
boundaries of the new political units should coincide with the boundaries 
of the areas inhabited by distinct linguistic groups. The number of lan
guages of all kinds spoken in India is, however, known to be large. 
The first step in the formation of the new provinces would be to determine 
the major languages on the basis of which the formation of political divi
sions should proceed. In doing this, the size of the population speaking a 
particular language, the dispersion or concentration of that population in 
the particular area or areas and the stage of development reached by the 
language would all have to be taken into consideration. There are languages 
which are spoken by comparatively large numbers and which may yet not 
be used for writing to any considerable extent or may not have a highly 
developed literacy tradition. The extent to which all such languages should 
be fostered and developed or be allowed to diminish in importance i. a 
matter on which decision will have to be taken on the p.\ane of policy
making. The problem will assume importance in the formation of political 
units and in administration of the regions in which the tribal population is 
concentrated. Apart from the tribal areas, the problem will have to be 
faced when dealing with areas in which small but compact groups of popu
lation speak a language related to but not as well developed as a neigh
bouring major language; as for example, in the case of speaken of Cutchi, 

• Publication No.4, Samyukta Maharashtra Pariah ad, Poona, 1946. 
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Konkani or Tulu. In case it is decided that a minimum strength in popu· 
lation and resources is necessary before any distinct linguistic or other 
group becomes entitled to form a separate province by itself, the smaller 
groups of population must be provided for by being given special autonom
OilS status or privileges within the larger political units of the major langu
age to which they are affiliated. In this event, it may be thought desirable 
to provide for the local language on lines on which provision is made for 
the use and teaching of Welsh in Wales. This, again, is a question, decision 
regarding which will depend on the shape of general linguistic policy. 

The Constituent Assembly will be called upon, in the first instance, to 
lay down tests of political homogeneity. The application of these tests will 
yield a given number of potential political units within the whole of the 
Indian Union. The determination of these homogeneous political units is 

. merely the first step in the formation of new provinces. The, application 
of tests of political homogeneity will yield the areas in which communities, 
which can be considered as politically or culturally distinct from their 
neighbours, live. Before political units are formed and their status deter
mined, the Constituent Assembly will have to take another set of decisions. 
It will .have to define the minimum limits of population, resources, etc., 
which must be reached by the individual politically homogeneous units be
fore attaining the rank of a full province. And it will have to determine 
tlle inanner in which distinct political or cultural units which fall short of 
these minimum requirements are combined with or incorporated' into 
larger contiguous units and the political status and Lhe measure of autO: 
nomy, if any, which they continue to enjoy after such combination or 
incorporation. The completion of this second stage will determine (i) the 
number of politically homogeneous units which are entitled to the full 
status of a province and (ii) those which are not so entitled. It will also 
indicate the particular bigger units with which particular small units will 
combine and the political status that they will enjoy after this step. 

The next series of problems will be those connected with politically 
homogeneous units which are much larger than the minimum laid down 
for the formation of a separate province. It may be considered desirable 
that a province should not be larger thart a certain maximum size. Some 
of the units formed merely by the application of tests of political homo
geneity may be very large. The division of such units into more ili'an one 
independent province would then have to be contemplated. The formation. 
of two or more provinces from within a comparatively honiogeneous region. 
and population will have to proceed mainly on considerations other than. 
that of political homogeneity. Considerations of history, geography and 
economic circumstances may then become important, and each type of con- ' 
sideration will receive more or less weight according to' the particular 
problem to be handled. ' 
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The problem of the formation of more than one unit out of the politi· 
cally homogeneous unit may have to be faced even where the area of popu· 
lation of such a homogeneous unit is not too large. Any part of a politically 
homogeneous unit may desire to be a separate province ill itself because 
or reasons of history or other considerations. A claim of this kind by any 
part of a presumably homogeneous political area will have to be judged 
in relation to the general principles regarding the formation of provinces 
to be laid down by the Constituent Assembly. If. for example. it is the in
tention to form comparatively large provinces and to bring the area and 
population contained within a province up to a maximum as far as pos
sible, the tendency towards the formation of separate provinces from within 
a politically homogeneous area will have to be discouraged. If, on the other 
hand, the view is adopted that provinces should be as numerous as possible, 
so long as they are above a certain minimum size, encouragement may be 
given to the formation of more than one province out of even a compara
tively small politically homogeneous unit. The Constituent Assembly may, 
however, decide to accept neither one nor the other of these alternath'es 
as a general principle, and may desire to judge each question on its merits. 
In ,this event, the decision may be taken by resort to the operation of the 
principle of self-determination. It is obvious that even the principle of 
self-determination could be allowed to operate only within given limits. 
Thus an area which is smaller than the minimum laid down for a full 
province will not be, allowed to constitute itself into a separate province. 
Further, within the limits laid down, the exercise of the right of self-deter
mination could be attributed only to distinct and well-defined region!. 

The formation of the new political units will thus proceed in the follow
ing stages: (i) determination of the distinct politically homogeneous units 
in accordance with tests laid down; (ii) definition of the criteria for attain
ing the status of a £ull province; (iii) determination of the units to which 
the units which do not satisfy these criteria are attached and of their status 
after the attachment; (iv) formation of more than one province out of 
units that exceed certain limits of size. etc_; and (v) decisions regarding 
claims to forming separate provinces put forward by regions which are part 
of a politically homogeneous unit taken either in accordance with pre
determined principles of policy or by resort to self-determination. 

The next' step after defining the main regions which should constitute 
thepolitica1units within the Union will be to lay down the principles and 
procedure by which the exact boundaries of these units are determined. In 
this connection, attention may be drawn to a few fundamental considera
tions. It is obvious that the total area subject to redistribution must be 
completely divided between the new units. It follows that tests for the 
determination of the allocation of an area to one or the other tmit must 
be so devised that no region or locality is either allotted to more than one 
unit or left unallotted to any unit. Further. it is important that the area 
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of each new unit is consolidated into one expanse of contiguous territory 
with a continuous unbroken frontier. This means that the territory com· 
prised within the frontiers of any unit is all allotted to that unit and that 
no islands or pockets belonging to other units are left within it. It is ob
vious that the application of any tests of political homogeneity will still 
leave localities with mixed populations within tile areas of all the units. 
Such localities must be treated as localities inhabited by minorities within 
the political unit as a whole and cannot be considered as forming elements 
external to, i.e. not subject to, the political authority of the unit within 
whose frontiers they lie. 

The instrument of the plebiscite will have to be used for ascertaining 
the wishes of an area in the formation of independent provinces or the 
attachment of the smaller units to one or other province. A plebiscite may 
have to be taken when there are conflicting claims regarding the attachment 
of a small unit. A politically distinct homogeneous unit which is not en
titled 00 become a full province by itself will have to be attached to a 
contiguous large unit. In case there is difference of opinion regarding the 
attachment of the particular tlllit to one or the other of neighbouring units, 
the matter will have to be determined by a plebiscite taken from among the 
population of the unit which is to be so attached. In the same way, plehi ... 
ci les will be necessary to ascertain the wishes of an area regarding the claim 
to be" canstituted into a separate province in case there is no apparent 
general agreement in this regard. 

The plebiscite will also have to be used for the determination of the 
exact frontiers of the new linguistic provinces. No other method is likely to 
be found suitable for the purpose. The evidence of such previous counts 
as that of the census of 1941, is not likely to be accepted by all the contend
ing parties in the determination of their claims. Also, the division of the 
population in the frontier regions is best done by determining their active 
choice. The plebiscites to be taken for this purpose would best follow the 
procedure developed during the last few decades in Europe and other, 
continents. The protagonists on either side will be invited to define the 
boundaries of their regions according to themselves. The territory which is 
claimed for inclusion within the frontiers of more than one region or pro
vince will constitute the territory in dispute. This will presumably lie on 
either side of the exact boundary to be determined by the plebiscite. It is 
within this frontier band or strip that the plebiscite will be taken. The 
revenue village will presumably be treated as the basic unit for purposes of 
compiling the results of the plebiscite and drawing the frontiers. 
The frontiers after plebiscite will be drawn in consonance with the 
principle of a continuous unbroken frontier for each unit and as such in 
accordance with the vote as possible, that is, the frontier will be so drawn 
as to attempt to give satisfaction to the greatest possible number of voters. 
The situation of the Union will, it is presumed, contain provisions for 
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bringing about any adjustments in the status or frontiers of units which 
become necessary in the light of later experience. 

The method of a plebiscite based on revenue villages may prove inappli
cable where a frontier has to be drawn through an uninhab\ted region such 
as a desert or a forest. In these instances. frontiers may follow suitable 
geographical features. as for example. courses of streams or watersheds. 
The problems of delimitation will. however. prove difficult when the un
inhabited region contains valuable natural resources, actual or potential. 
When this happens. boundary-making will involve detailed investigation 
into a number of geographical. sociological. etc. features of the region as 
exemplified by' the problem of the division. of the Mosul area between 
Turkey and Iraq. 

Some problems might arise ,n determining the population to be entitled 
to vote in the plebiscites. The residential qualifications in frontier plebis· 
cites will have to be carefully defined. Even more careful definition will be 
required where there are claims for a region or a locality to break away 
from the politically homogeneous unit within which it clearly falls accord
ing to tests laid down. In such a case. the right of vote must be presumed 
to pertain only to those who belong to the same homogeneous poli tical 
unit and not to those who do not so belong or claim to belong. No part of 
the population which is not indigenous is entitled to determine whether a 
presumably homogeneous region is to be split up into two units or not. 

Summary 

The first step in the formation of new provinces which are politically 
more homogeneous than the existing provinces. would be to lay down tests 
of political homogeneity. 

Secondly. minimum limits of population and resources will have to be 
laid down whiCh must be satisfied by a politically distinct homogeneous 
unit before it is constituted into a separate province. 

Thirdly. the units that do not satisfy these criteria must be attached to 
particular neighbouring units and their status after attachment defined. 

Some politically homogeneous areas which are considered too large to 
form one province may be divided into more than one province for con
venience of administration. 

Decision about claims to separation from within politically homogeneous 
units will depend on the policy regarding the optimum size of provincial 
units. Each individual claim will also have to be judged in relation to 
certain economic and politiCal criteria to be laid down. 

The determination of houndaries and the exercise of the right of sepa
ration from 'within a politically homogeneous unit will be effected by hold· 
ingplebiscites. 

New units must be 'consolidated into one expanse of area of contiguous 
territory with a contiguous and unbroken frontier_ 
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Tests for the allocation of areas between units must he so devised that 
no region or locality is either allotted to more than one unit or left un
allotted to any unit. 

Territory comprised within the frontiers of any unit must all be allotted 
to that unit. 

In boundary fixation. strips of regions claimed to be under dispute on 
either side of a hypothetical boundary will he determined and the bound
ary defined after plebiscite in this disputed area. 

Plebiscite results will be compiled according to votes per revenue village. 
and the frontier drawn so as to give satisfaction to the greatest po~sible 
n urn her of voters. 



HINDU STATE· 

A "Hindu State", or more fully a "Federation of Hindu Nation-States' is 
the only proper description of the new Indian Union. Such a description 
has even less theocratic import than the description of the U.K. and the 
U.S.A. as Christian States. For, the term 'Hindu' is not associated with any 
particular cults or modes of worship or any set of theistic beliefs. The 
Hindu fold embraces within itself atheists as well as demon-worshippers 
and its philosophical systems range all the way from materialism to mystic
ism. In its broadest connotation the term 'Hindu' includes the parallel 
Buddhistic and Jain traditions and all the mediaeval and modern reform
ing movements such as Lingayatism, Sikhism or the Brahmo Samaj. Profes
sing the Hindu tradition is not necessarily incompatible with the practice 
of any particular religion and large numbers of Indian Christians have 
found no contradiction between the practice of Christianity and member
ship of the Hindu cultural world. The term "Hindu State" therefore, 
denotes no more than the State of the peoples who belong to a particular 
historico-cultural tradition and the Indian Union as a Union of such 
peoples and of the regions predominantly inhabited by them. 

(2) To describe the Indian Union as a Hindu State is to bring out its 
dominant and most significant characteristic and can never mean that the 
territories of the Indian Union have no place for those who do not belong 
to the Hindu tradition and that such others will b.e discriminated against 
in law or in practice within the Union. The English State is closely con
nected with the Anglican Church. This has not prevented it from extend
ing complete equality of treatment to all citizens, whether within or with
out the Anglican fold. Hindu rulers have followed the practice of religious 
toleration and non-discrimination against non-Hindus since times when 
even these concepts were unknown elsewhere. It is, therefore, a gross libel 
on the Hindu people to maintain that the description of a State as a Hindu 
State will breed intolerance or lead to discrimination. 

On the other hand, the insistence on denying the Hindu character of 
the Indian Union must leave it without any principle of cohesion. The 
Indian Union, after the creation of Pakistan, is no longer even a significant 
geographical entity and the division of Bengal and the Punjab have shown 
that loyalty to the Hindu fold transcends considerations of regional unity 
and the language tie. For the scattered and diverse peoples comprised 

• Text of Statement issued at Poona on October 10, 1947. 
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within the Indian Union today, from the Assamese to the Gujarati and 
from the Punjabi to the Tamil, the only cementing bond is the Hindu 
Heritage. Large political aggregates will not hold together for reasons of 
mere convenience and contiguity. History for thousands of years has shown 
that the Hindu allegiance does exercise, however fitfully or unevenly, II. 

powerful hold on peoples within this land and is a vital principle of co
hesion within it. To deny it is not only to fly in the face of history but also 
to run a grave risk of compromising the future. For, once this element is 
rejected or ignored, there is none to take its place. Many nationalities 
within the Indian Union today take pride in and have an abiding interest 
in the development of the Hindu tradition. If their State cannot be des
cribed as a Hindu State, they might well wonder why they should continue 
to have their fortunes linked permanently with peoples who cannot avow 
their Hindu origin and own the name Hindu. 

(3) The partition of India has resulted in the creation of two States, 
one a Muslim State and the other a Hindu State. It is likely that if the 
principle of partition had been accepted with greater understanding and 
frankness and the partition had been brought about with less hustle and 
more deliberate thought, the catastrophe that has followed upon it might 
have been~ at least in part, avoided. Whatever that might be the problems 
now- f1lCing the two Dominions can be' properly appreciated only after a 
frank acknowledgement that one State is Muslim and the other Hindu. 
Hindus and Sikhs are fleeing from their homes in the Muslim State and 
.eeking entry into and protection under the Hindu State. 'The leaders of 
these Migrant masses have rightly resented the appellation 'refugee'. The 
'refugee' is a stateless person and the state that harbours him extends 
charity. The role of the Hindu State vis-a·visthe Hindus and Sikhs of the, 
Muslinl State cannot be defined as that of a benevolent neutral. The 
immigrant Hindus and Sikhs might well be called potential citizens of the 
Hindu State who found themselves by the act of partition placed on the 
wrong side of the border. The partition was carried out on the assumption 
that in the Muslim State these Hindus' and Sikhs would continue to enjoy 
all the rights of citizenship and be enabled peacefully to pursue their lives 
and vocations. These hopes have been belied and being forced to leave 
their homes because of the attitudes or actions of the Muslim State or of 
its Muslim citizens, they desire entry and incorporation into the Hindu 
State. They must perforce be accommodated and their accommodation 
must be based on a principle and must follow a plan. 

Most regions in Ind:a are already full of people and the attempt to dis
tribute the so-called refugees all over the country is neither fair to them 
nor to the regions which are asked to receive them. In most of these regions, 
the 'refugees' will not feel as if they have settled among their own people. 

'Also, most vegions in India have their own problems of population and 
would, if they took a long view, be chary of admitting any large numbers 
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who could not be easily assimilated within the indigenous population. The 
migrant Hindus and Sikhs can. therefore. be accommodated within the 
Hindu State only if an appropriate compensatory movement takes place 
out of specific regions within it. If the action of the Muslim State has 
created a problem of influx in the Hindu State the compensatory 
action must be for an appropriate number of Muslims to flow into 
the Muslim State and make room for the entry of Hindus and 
Sikhs. It follows that this process must take place in the regions nearest 
the border with which the linguistic. cultural. social. etc. af\inities of the 
incoming population are the closest and also that the exchange must take 
place in a systematic manner under the direction of the two States. The 
present conditions are unfortunate in the extreme. An exchange of popu
lation is taking place but the movement is due to panic born of threats 
and intimidation. It is the duty of both the States to prevent these condi
tions. But this cannot be done until the incoming streams of people and 
the sympathising inhabitants of bordering regions are assured that the 
problem of finding room for them in the Hindu State is being systematic
ally tackled and is likely to be satisfactorily solved in due course. In the 
absence of any such assurance. conditions are bound not to get better but 
worse. If the Indian Union is finally convinced that whether with or with
out full justification. the Hindu-Sikhs of the Pakistan area will not stay 
in Paki~tan and will have to be settled within the Indian Union. it must 
ask the Pakistan Dominion to accept in exchange an equivalent number 
of Muslims and this number must be determined not haphazardly but as 
for a definite region. The incoming stream from the Punjab and the North
West Frontier Province must be given accommodation in the East Punjab 
and the Delhi region and the exodus from Sind must be -accommodated 
either in the Delhi region itself or in the contiguous regions of Rajputana 
and Kathiawar.The Government of the Indian Union must. on calcula
tion. delimit these regions of settlement and the exchange of popUlations 
within the regions so delimited must take place on a compulsory basis. 
Any solution on lines other than these will result in spreading the con· 
sequences of the exchange and its psychological repercussions over a very 
wide tract and of unnecessarily creating problems of congestion and con
flict in many dispersed localities throughout the country. The compulsory 
exchange of populations within defined regions is the only way in which 
the problem can be tackled on a state to state basis. It is only thus that the 
cumulative process of retaliation and revenge can be ended. This policy. 
however. will appeal to the Government of the Indian Union only when 
it realises that it represents a Hindu State and has an overpowering obliga
tion towards the Hindu-Sikhs in Pakistan. 

(4). The problem of Junagadh and Hyderabad can also be rightly 
understood only in this perspective. The Gujarati Hindus of Junagadh and 
the Andhras. Marathas and Kannadigas of Hyderabad are all bound by 
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ties of race, language, culture and history with important constituent units 
of the Indian Union. It is after all a minor point that Junagadh forms an 
integral portion of the geographic entity, Kathiawar. The important fact is 
that the territory ofJunagadh belongs to the Hindu nation of Gujarat and 
its inhabitants and cannot be made, against their will, subject to the Mus
lim State of Pakistan. The Gujaratis within the Indian Union cannot stand 
by and see the people of Junagadh so forced without an effort to prevent 
it and the Indian Union of whom they form an important part is right in 
taking up their cause on a State to State basis. The position of Hyderabad 
is on all fours with that of J unagadh. Whatever the merit of Satyagrah as 
a weapon in a fight against the British its use is obviously inappropriate 
in the case of Hyderabad. Satyagraha in Hyderabad is today merely giving 
a handle to the Muslim army and Police to terrorise and oppress the Hindu 
ma .. es. The Hyderabad Hindus must not be encouraged or allowed to 
continue such an unequal struggle which might have long-term disastrous 

,results. All Andhras, Marathas and Kannadigas are gravely concerned over 
the denial of political rights to their fellow nationals in Hyderabad and 
also over their oppression in educational, cultural and religious matters. 
For righting all these wrongs they must act through the Government of the 
Indian Union. In the days of the Maratha Confederacy, the Maratha 
princes_--were looked upon as the natural protectors of Hyderabad Hindus. 
The Government of the Indian Union takes their place today and must try 
to act with diplomatic and other weapons at least as effectively as they did. 



THE FUTURE OF BOMBAY CITY· 

THE Linguistic Provinces Commission has incorporated a question regard
ing the future political status of the City of Bombay in its questionnaire. 
That such a question should have been included in the questionnaire is a 
significant comment on the prevalent confusion regarding the principles on 
which the Constitution of the Indian Union is to be based. In dealing 
with this matter beginning must therefore be made with indicating what 
appear to be the basic principles regarding territorial arrangements and 
constitutional relations within the Indian Union. The first resolution 
adopted by the Constituent Assembly of India laid emphasis on the federal 
character of the Union and the large sphere of autonomy to be enjoyed by 
its constituent units. The third paragraph of the resolution is as follows: 

"Wherein the said territories, whether with their present boundaries or 
with such others as may be determined by the Constituent Assembly and 
thereafter according to the Law of the Constitution, shall possess and re
tain the status of autonomous Units, together with residuary powers, and 
exercise all powers and functions of government and administration, save 
and except such powers and functions as are vested in or assigned to the 
Union, ~r as are inherent or implied in the Union or resulting therefrom." 
The Indian Union is a federation formed by the coming together of peoples 
inhabiting various regions of India. Most of these have had an indepen
dent political existence in the historical past and have enjoyed a statm 
comparable to that of the nationalities on the continent of Europe. The 
division of the country into administrative units during British rule bore 
no connection, in a number of areas, with fundamental facts of political 
tradition and sentiment and were results chiefly of historical accident. From 
the time, however, that public opinion began to exercise active influence 
in Indian politics, the redistribution of territories and rearrangement of 
provinces have proceeded by reference to the facts of political and cultural 
homogeneity. The separation of Bihar and Assam from Bengal, the agita
tion against the partition of Bengal, the creation of Orissa and Sind as 
separate Provinces, are all landmarks along this path. The establishment of 
a sovereign republican Indian Union demands that this long drawn out 
process be immediately completed. 

The autonomous states which are to be named in the lirst schedule of 
the Constitution of India must be composed of territories peopled by 

• Published by the Samyukta Maharashtr. Parishad, Poona, 1948. 
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citizens united with common purposes and fired with a common loyalty to 
their states. The formation of such states implies the search for a principle 
in the light of which homogeneity of political sentiment can be determined. 
By general consensus of opinion this has been found in linguistic affiliation. 
It is now widely recognised that linguistic affiliation in India. outside the 
block of speakers of Hindi. denotes not only commonness of language 
but also. in general. commonness of historical and cultural traditions and 
a broad unity of political sentiment. 

Once this is conceded. the next step is, as in the creation of Sind and 
Orissa. the determination of the area of the linguistic units through the 
determination of the extent of contiguous territory inhabited. in the main. 
by people speaking one 'major language. Such territory is the territory of 
the people speaking that language and forms the area of an autonomous 
state in the Indian Union. The integrity of this area. however determined. 
must be taken for granted. If any meaning is to be attached to the term 
federal union. the territories of the states must be considered inviolable; 
and once the principle of basing the formation of autonomous states on 
areas inhabited by the speakers of one language is conceded. the whole of 
the territory properly included within each such area must belong to the 
autonomous state of the linguistic group. Any attempt to take away any 
part _o(jU'ea or region falling within the territory of the speakers of a lan
guage constitutes a violation of the federal principle. and of the integrity 
of the state. actual or potential. and an insult and ~n indignity offered to 
that linguistic group. 

It may be noted that the process of reformation of state units has been 
proceeding during the last year among territories of former Indian states. 
This process has also gone along the path of the quest for political homo. 
geneity; and. wherever the reformation affected areas of states composed 
of speakers of other languages than Hindi. the principles of attaining 
linguistic homogeneity and including the largest possible homogeneous 
linguistic unit within the new unit have been followed. This is exemplified 
by the procedure adopted in the formation Saurashtra and in dealing with 
states in Gujarat. Maharashtra. Karnatak. Orissa. etc. 

It has begun to be recently alleged that the demand for linguistic pro
\'inces indicates a fis<iparous tendency. There can be no grosser misrepre. 
sentation of the attitude of tllOse who put forward the demand. The 
demand is not linked wi th any particular view of the powers of the Federal 
Go\,ernment or the strength of the Union. Those who make the demand 
only say that. granted the federal character of the Union - and this is 
the unanimously agreed basis on which the work of the Constituent 
Assembly is proceeding - the formation of the autonomous states must be 
brought about on a clear and logical plan. The boundaries of provinces 
during the British Period or the influence of vested interests then built up 
must not be allowed to confuse the issue. The new autonomous units will 
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have the same status as the existing units and can be trusted to be equally 
loyal to the Union. It is a sufficient reply to this criticism regarding 
fissiparous tendencies of linguistic claims to point out that most of the 
units, other than those affected by the demand for the creati!>n of linguistic 
provinces, are already unilinguai. If there is any special virtue in hetero
genous population areas and if the co-existence of varied language groups 
breeds some superior type of nationalism, then efforts should immediately 
be made to alter suitably the boundaries of Bengal, Bihar, Orissa, Assam 
and the United Provinces. If, however, these provinces' are to continue to 
enjoy the political and administrative advantages flowing from having 
territories inhabited, in the main, by speakers of one language, other areas 
must be given an equal advantage. The truth is, the present demand for 
linguistic provinces is no more an exhibition of the fissiparous tendency 
than the demand of the Biharis, Bengalis, Assamese, and Oriyas regarding 
their Provinces in the past or the aspirations in the direction of Maha
Gujarat of the leaders of Gujarat, and the demand is opposed and 
calumniated only by vested interests who fear that they might be affected 
adversely by the redistribution of provinces or by the floating elements in 
our population who have no roots in any region but who exert, at present, 
an influence entirely disproportionate to their numbers. Some opposition 
to the demand has recently emerged also among speakers of Hindi from 
elements who exhibit signs of an incipient imperialism. 

To sum up, the principles basic to the formation of new states in India 
are that (I) the new units formed should have homogeneity of political 
sentiment and that commonness of language is an adequate index of such 
homogeneity, in the non-Hindi speaking areas; (2) as large an area of 
contiguous territory as possible which is politically homogeneous should 
be constituted into an autonomous state unit; (3) that, as a necessary 
concomitant of the status of an autonomous unit in the federation, the 
integrity of the territory of each autonomous state should be fully respected. 

II 

A clear understanding of these principles would lead to a realization of 
how unnecessary it is to ask any question regarding the status of Bombay 
City. There is no doubt that the Islands of Bombay and Salsette have 
formed an integral part of the territory of the Konkan inhabited by 
speakers of Marathi from times going back to the emergence of Marathi 
as a distinct language. The evidence of epigraphy, of monumental records 
and other historical data prove conclusively that Konkan up to Daman in 
the North has always been inhabited by speakers of Marathi and been 
thus always and indubitably Maratha territory.' 

1 "Along the Coast, Marathi may be said to begin at the Damanganga river 
or with Thana District." Cm.su. 0' B"",bo,lI Pr.lridency, J. A. Baines, 1882. 
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In recent historical times Shivaji and his successors took part in liberat
ing the territory of the Konkan both to the south and north of Bombay_ 
Today, the nearest boundary of the territory of speakers of a language 
other than Marathi is to the north of Bombay and this boundary does not 
come nearer than 80 miles from Bombay_ To the south and the east the 
territory of the speakers of Marathi stretches hundreds of miles from Bom
bay. The territory of the Island of Bombay and Salseue is thus territory 
of the speakers of Marathi and there should, therefore, be no doubt regard
ing the place of Bombay in the new set-up of the Indian Union. Bombay 
city is ob\iously a part of the linguistic unit and potential state, Maha
rash tra, and must remain so. 

Bombay and its environs have, further, been always inhabited by a 
majority or near-majority of the speakers of Marathi. It is highly unlikely 
that the Islands contained any significant number of speakers of other lan
guages before the intrusion of the Portuguese and the English. Large 
migrations took place oilly in the 19th century but even after the English 
occupation of Bombay and its industrial development the bulk of the popu
lation of even Bombay city has always been of speakers of Marathi, as the 
statistics of the census from 1881 to 1931 make amply clear. The 1941 
sample census give the numbers of speakers of Marathi in the sample in 
Bomba><:..city as just under 50%, which does not show any great deviation 
from the 1931 figure. Moreover, apart from the majority of the inhabitants 
of Bombay being speakers of Marathi, the speakers of no other language 
in it have ever numbered more than 21%_ It should, however, be empha
sized that considerations regarding the composition by language of the 
population of a particular locality is completely irrelevant to the deter
mination of the territory of a linguistic state. The fact may be significant 
only when the localiry is on the border between two language areas, in 
which case the linguistic composition of each locality may influence the 
drawing of the frontier. The linguistic composition of particular localities 
which are within the undisputed territory of a uni-Iingual state has no 
importance in this context. There are localities within, for example, Maha
rashtra, such as Malegaon, in which the majority population is of Muslim. 
and of speakers of Urdu_ This would be yet no ground for considering the 
localities as potentially parts of Pakistan. In a similar manner, large and 
small colonies of speakers of Marathi are scattered over many parts of India. 
But, such localities cannot be considered as being either affiliated to Maha
rashtra or constituting in any way units different from the other parts of 
the particular linguistic area in which they are placed. 

Not only is Bombay a part of the territory of Maharashtra but it is in 
many ways the centre of the life of the Marathi speaking peoples. It re
presents the largest urban concentration of the speakers of Marathi. As 
such, it is the main centre of many cultural activities of Maharashtra, as 
for example, the Marathi press, publications in the Marathi language and 



460 V'tRITINGS ON ECONOMIC AND POLITICAL PROBLEMS 

the Marathi drama. It should be noted that Bombay City does not stand 
in this relation to the group of speakers of any other language. The whole 
of the railway and road system of Maharashtra is oriented towards Bom
bay. A glance at the road and railway map will make this. clear. It would 
also be clear that Bombay does not similarly form the focal point of the 
road and railway systems of the linguistic neighbours of Maharashtra. 
Gujarat on the north and Karnatak on the south. Because it is the focal 
point of the transport system Bombay is almo.t the sole outlet for the 
trade of the whole of the hinterland of Maharashtra and is the centre at 
which all the major gains from the trading and industrial exploitation of 
this hinterland are concentrated. In this respect also the relation of Gujarat 
and Karnatak to Bombay is vastly different. The natural ports for Gujarat 
have alway,. lain north of Bulsar and with the formation of Saurashtra and 
its incorporation in the Indian Union port facilities on a very generous 
scale will be available for the foreign trade of Gujarat. The quest for a 
port for Karnatak has been rightly undertaken by the Government of 
India and the new port will prove the natural outlet for the major part of 
the trade of the autonomous state of Karnatak. Bombay again is not. to 
anything like the same extent. the centre of trading and industrial activity 
connected with the exploitation of the resources of Gujarat o!: of Karnatak. 
Gujarat has a vigorous and large centre in Ahmedabad and has many other 
smaller centres. actual and porential. All pf which indicates that not only 
does Bombay form a part of the territory of Maharashtra formally. but is 
the largest centre of Maratha cultural. intellectual. urban life and is the 
focus of the economic life of Maharashtra. It should thus be unthinkable to 
form a state of Maharashtra which has not Bombay as its capital and it 
would render impossible the working of a state of Maharashtra. if any. 
attempt was made to separate the City of Bombay from it. 

Before going on to a detailed consideration of the future political status 
and administration of Bombay remarks may be offered on the proposals 
to Constitute Bombay city into a free city or a federally administered area 
The suggestion that Bombay may be treated as a "free city" ignores the 
fact that the "free city" is an anachronism. The concept of a "free city" a, 
a distinct political organism was appropriate to medieval or ancient times. 
i.l!. before the emergence of large territorial states. The independent or 
free cities of these times were either exploiting overlords of the surround· 
ing rural area or were centres of foreign trade with littl~ or no direct 
dependence on the surrounding area. Free cities which survived into the 
20th Century were mere relics of medieval times and the last of these relics 
have now been incorporated into the appropriate territorial states. The 
position of Bombay has further been sometimes compared with cities 
which have been put under an international regime such as Danzig or 
Trieste. There is no analogy between the position of Bombay and that of 
either of these cities. An international regime has been found necessary 
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where acute conBicts have arisen between nations owing to a port and the 
coastal strip adjacent to it belonging to a linguistic and national group 
different from the group of the inhabitants of the hinterland which the 
port cllie8y served. Dahzig was a German city which served as the outlet 
10 a Polish hinterland, Bombay is a Maratha city with Maharashtra also 
as its hinterland. Trieste ,is a, city inhabited. in the main. by Italians who 
have. in historical times. extended along the coast up to Trieste and the 
hinterland of Trieste is e1tie8y Slavic. The speakers of no other language 
have. however. crept along the coast up to Bombay outnumbering the 
speakers of Marathi in any part of the adjacent coastal region and Bom
bay. as pointed above. does not contain a latge number of speakers of any 
language other than Marathi. ' 

It has also been suggested that the City of Bombay may be made a cen
trally administered area. It is obvious that the suggestion is made without 
dl1e attention being paid to the principles basic to the formation of a 
federation. A federation is formed of units of autonomous states and the 
total area of the federation is divided eompletely between the various
autonomous stares. Only two categories of areas are directly administered 
by the Federal Government itself. Firstly. the area designated or reserved 
for the capi~al of the federation; and secondly. other areas which are out· 
side the areas of states and are formed of units of colonial and semi· 
colonial--Status which cannot for om! reason or another be raised to the 
political level of autonomous states. While a federation has usually powers 
of acquiring. for specific purpOses. 'sites., land", plants. etc.. within the 
telTitory of any constituent unit. it would be considered a grave infringe· 
ment of the federal principle if government or administration of any part 
of the tetTitory of a state was sought to be taken away from it by the 
federation. 

We may now turn to a consideration of main grounds on whielt the 
separation of Bombay from the rest of the tetTitory of Maharashtra is 
justified; there are two suelt grounds. In the first instance. it is urged that 
while the speakers of Marathi in Bombay are the most numerous they are 
in the main clerks and labourers and that the bulk of the industrialists. 
financiers. traders and speculators speak other languages. This is no doubt 
true; and it is the result of certaill forces of economic history whielt ope' 
rated during the British period. The results of the operation of these 
forces are apparent not only in Bombay. but in many other cities of India. 
notably Cakutta. They have produced even extremer results in countries 
of South·East Asia outside India and have created the difficult condition 
which has been called "plural society~. The conditions in Burma have been 
characterised by a writer in the following manner: "The Burman became 
steadily less important industrially in his own country. In the capital. 
Rangoon. he was nobody. The stigma of poverty beat him down .... 

• Collia, Tri4lI in BKf'm4, p. 216. : 
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Though this characterisation has some resemblance to the situation in 
Maharashtra and Bombay. the process in Burma appears to have gone 
further than in Maharashtra. Nobody yet dared to suggest that Rangoon 
should be considered as non·Burmese territory. The results in Bombay 
have perhaps been more extreme than in other places in 'India. However. 
it would be a curious commentary on the foundation of what is assumed 
to be a socialistic republic if in the arrangements of its basic territorial 
structure attention was paid. not to which people the territory appertained 
but rather to the hands into which property rights had fallen during British 
Imperial rule. 

It may be said that though the largest element in the population of 
Bombay is that of the speakers of Marathi the speakers of other languages 
are also numerous and that it would be unfair to them to retain Bombay 
in Maharashtra. If accepted. this argument will strike at the very root of 
the peaceful formation and functioning of a federal union. The argument 
would imply that any people who allow the settlement of speakers of other 
languages within their territory run the danger of losing parts of their 
territories in course of time. In a federal union peacefully and amicably 
formed. liberty of intercourse and settlement for citizens of various states 
is a sine qua non. The influx of speakers of languages other than the lan
guage of the state may be large or small in particular states and localities. 
But the extent of such influx could surely not be allowed to affect the 
territorial integrity of a state or the political status of any locality within 
it. Wherever large number of speakers of languages other than the regional 
language of the state reside and settle and form important linguistic 
minorities. such measures relating to their rights will be provided for in 
the Union Constitution as appear appropriate and the terms and condi
tions would be the same whether it is the speakers of Marathi who reside 
and settle in states other than Maharashtra or it is the speakers of other 
languages than Marathi who reside and settle in Maharashtra. Free inter
course between linguistic communities or nations has been traditional in 
the history of India. The Nagarshet of Poona during Peshwa times was a 
Gujarati Bania and the proportion -of speakers of languages other than 
Marathi in the population of Poona was at the end of 18th Century sur
prisingly large. Nobody could have then argued that the large influx of 
speakers of other languages made it justifiable to abstract the territory of 
the city from its proper context. The acceptance of such a principle for 
Bombay would not only raise immediately claims in relation to other areas 
of other peoples but also lead to the straining of relations between speakers 
of languages other than the regional language and the indigenous popu
lation in all areas. 

In this connection reference maybe made to a question which has some
how found its way into the questionnaire of the Linguistic Provinces 
Commission. This is question No. 19 which reads as follows: 
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"Do you think the creation of the new Province will lead to a large-scale 
transference of population and consequent human suffering? If you do, 
what steps would you suggest for' itS prevention?" 

The question can : only' be ansWered by counterquestioning. Do peoples 
speaking languages oiher'· '-than the language of the Province continue to 
reside in the provinces of U.P., Bihar, Bengal, Assam, Orissa, etc., or has 
large-scale transference of population become necessary from those parts? 
Unless there was reamn to believe that the average standard of civilisation 
and culture, of tolerance and decency, of political reasonableness and ad
ministrative competence was distinctly lower in Andhra, Karnatak, Kerala, 
Maharashtra than in other Indian provinces the question should not have 
been asked. However carefully'the boundaries are drawn, linguistic mino
rities will continue to exist in all states. The creation of linguistic states 
may bring about a change in the language of administration or of instruc
tion in state institutions in a small number of localities; but in no case 
will it affect the political status or economic life of any citizen.Funda
mentally, the citizenship of the Union is one and the liberties and t,he rights 
guaranteed by the Constitution and the law, the same everywhere. All states 
would also pursue a uniform policy towards their linguistic minorities. The 
conditions :would change only if it was felt that a linguistic minority threat
ened the existence or proper functioning of the state. For example, if it was 
seen -th"at the presence of a linguistic minority within a state leads to a loss 
of territory by the state the very basis of the federal Union would be upset 
and the resulting situation may be difficult. No state would in the even
tuality, be willing to accept new linguistic minorities and the problem of 
tIle settlement of refugees'may tIlUS take on a serious complexion. Also, the 
linguistic minorities already settled in different parts of the Union may, 
perhaps, find the regional population less tolerant than otherwise of their 
continued existence in the region. 

Another ground on which special treatment of Bombay is advocated is 
that it is a major port and a place of high industrial concentration. What
ever the degree of economic importance of any locality there is no reason 
why in a federation it should be put under central administration. The 
division of subjects in a federation gives to the federal government powers 
relating to subjects of general economic importance throughout the area of 
the federation. When matters sucIi as major ports or air-fields or certain 
basic industries are within the purview of the Union, federal power is 
equally exercised whether the port, the air-field or the industry lies within 
the area of a state or within an area directly administered by the federation. 
The division of powers in a federation provides for all the subjects 
necessary for central administration by including them among federal 
subjects. The direCt federal administration of an area increases the powers 
of the federation only in the direction of powers ordinarily given to the 
state governments and to local authorities. The effects of central adminis-
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Iration of an area are chieHy: (I) the denial of integration with the aur
l'ounding region to the federally administered area. and (2) the denial of 
participation in state-self-government to it. This is because a centrally ad
ministered area is not an authority on the level of autonomous states but 
enjoys an administration which hal the status of a local authority of the 
Union Government. A third consequence will. of course. be that because 
of direct administration by the Union the federal language will predomi
nate in the area and the regional language will (0 that extent be suppressed. 
This fact will also have repercussions. in related directions on educational. 
cultural. etc. activity. It is obvious that the import'!l1ce of the economic 
activities in a place or of the concentration of the activity in a centre has 
nothing to do with these consequences which follow from being a centrally 
administered area. The economic and political interests of the Union Gov
ernment in such localities are guaranteed by the appropriate provision re
garding Union powers. No additional guarantee or safeguard in these res
pects is introduced by making the area a directly centrally administered area. 

However. if this plea for making Bombay a federally administered area 
is accepted, it must logically hold good in other instances and extend much 
beyond the single case of Bombay. Not Bombay alone but all other centres 
of economic importance must be similarly treated_ All the major ports 
such as Calcutta. Madras. Vizagapattam and any other major ports that 
may be developed later and all centres of industrial concentration such as 
Ahmedabad. Kanpur and Jamshedpur must be made centrally adminis
tered areas in the same manner_ Without such a logical extension of the 
plea it would be seen to have no other significance than a device to cripple 
deliberately the economic strength and the political and social life of 
Mallarashtra. 

It is sometimes argued that the whole question might be determined by 
a plebiscite. Presumably. the plebiscite would be taken on the issue as to 
whether Bombay should be retained in Maharashtra or whether it should 
become an autonomous unit or a centrally administered area. The proposal 
for a plebiscite raises two issues. In the first instance it raises the question 
of the attributes required of an area or a region before the demand for a 
plebiscite in relation to it is justified. It would obviously not be open to 
the inhabitants of any area or locality to demand a plebiscite for being 
constituted separate autonomous or centrally administered area. A plebis
cite in relation to the formation of an independent terrritorial unit and 
to autonomous status in a federal union can be demanded only by the 
inhabitants of a region which has the size and resources required for be· 
coming an autonomous state. In a federal union such regions as can claim 
to be autonomous states within the federation on a parity of status with 
other existing states can alone put forward such a plea. The demand for 
a plebiscite can. therefore. be conceded only in respect of an area which 
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is large enough, whose resources are diverse enough and whose interests 
are distinct enough from the neighbouring areas. 

Autonomy of status which can be claimed by a politically homogeneous 
and internally integrated region 'can in no case be attributed or conceded 
to a city. A city is the result of the growth of the specialization of economic 
activity within a region. Not the dty by itself but the city with its sur
rouDding area constitutes an integrated whole. The fact is, no doubt, often 
ignored by dwellers in the city. This especially happens when the exploiting 
classes in the city are different from and anti-pathetic to the population 
of the rural regions which the city exploits and prospers on. But the notion 
that the city concentration can or should be politically and economically 
~eparated from the area on which it depends and which is dependent on it, 
is entirely foreign to modern political, economic or social theory. There is 
on the contrary an insistence at present, on the integration of and a proper 
balance between interests and development of a city and the rural area, 
and recent students of sociological problems of the city have insisted that 
the only way of correcting the complex evils of metropolitan agglomeration 
is by proceeding" in the direction of decentralization and regional unifica· 
tion. To claim the right to separate, for a city, runs counter to these ideas 
and derives_ from European medieval concepts .. It should be remembered 
that with the revival of medieval concepts there would come about a revival 
also iif :medieval conflicts. 

The suggestion for a plebiscite is il1ept. It is also no more than a palpable 
ruse. Those who put forward proposals such as that of a plebiscite proceed 
on the expectation that the large new and old floating population of Bom
bay which consists largely of speakers of languages other than Marathl 
would yote for the mon·incorporation of Bombay in Maharashtra. 

The composition of the population of the city of Bombay in 1939 was 
descrihed in the following terms: "The city has a sub-stratum of original 
inhabitants; but it is largely a city of immigrants. A portion of them has 
made Bombay a permanent place of its residence; to another portion it is 
only a place of work to be left when it becomes unsuitable .• 

Since this was written an enormous addition has been made to the float
ing population of the City and it is unthinkable that decisions regarding 
permanent territorial arrangements should depend on the vote of such a 
population. The vote of such a population would have no political signi
ficance or moral weight. A vote in which the speakers of languages othex 
than Marathi decide the fate of the Maratha territory of Bombay places 
the non·Marathi elements in the position of eating their cake and having 
it too. The integrity of linguistic territories of these other elements is not 
threatened by their vote. The centres of the economic life of their states are 
not to be cut off and formed into autonomous units or to become federally 

8 Beport ., tke Bent E1U[&ri1"/l Committ6e, 1939, Vol. I, p. 6. 
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administered areas. The vote might have been conceded to have had signi
ficance had it been a vote not only about cutting off Bombay from the 
territory of Maharashtra but also if it could have at the same time meant 
a similar treatment of Ahmedabad. Madras. Vizagapattam. Calcutta. J am-
shedpur. Kanpur. etc. . 

To sum up. there is no valid ground on which the separation of Bombay 
city from Maharashtra can be justified. The city is a part of Maratha terri
tory and is the focal point of the economic life of Maharashtra and the lar
gest centre of the intellectual and cultural activities of the speakers of 
Marathi. Any control that it is necessary for the Union Government to 

exercise over it because of its economic importance may be exercised 
through the same powers and in the same manner as for other similar 
centres. The need for such control could not justify separating the City from 
its hinterland. No claim to autonomous political status can be sustained by 
a City and it is absurd to suggest that the vote of its floating population can 
decide territorial arrangements regarding the new states in India. Bombay 
city is an integrated part. economically and politically of the whole of the 
region of Maharashtra and must be treated as such in the constitutional 
set-up of the future. 

III 

We may now turn to a consideration of the future of Bombay and of the 
manner in' which the many difficult problems of Bombay and its life could 
be tackled on the political and administrative plane. In the current contro
versy regarding the status of Bombay little appreciation is shown about 
the real position. This is itself the result of the unnatural divorce. in 
thought and policy. of Bombay from its surrounding region. There is always 
an attempt. conscious or unconscious. to increase the importance of Bom
bay. to concentrate wealth and power within it and to treat it as a unit 
apart. As a result. the problems of Bombay are made more and more diffi
cult and the people of the surrounding regions made more impoverished 
and all their resources ill-used or neglected. 

A first approach towards understanding the problem of Bombay may be 
made by comparing it with the problem presented by London. The Royal 
Commission (Barlow Commission) on the Distribution of Industrial Popu
lation of Great Britain includes in its general discussion of city problems. 
an extract from an American report in which the following sentences occur: 
"The concentration of so large a proportion of the urban population in 
extremely limited areas is wasteful of resources. time and energy ..... Pro
vided the urban community possesses a fundamentally sound economic basis 
and has a site the disadvantages of which are not too costly to overcome. 
the Committee is of opinion that the realistic answer to the question of 
a desirable urban environment lies not in wholesale dispersion but in the 
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judicious reshaping of the urban community and region by systematic 
development and re-development in accord~ce with forward looking and 
intelligent plans".- In discussion how these general principles are to be 
interpreted in relation to. particular cities the Commission points out 
that what is important is not to determine an absolute figure as to 
population or area but to express size always as a function of the social·re
lationships to be served. While not recognising any necessary limit to the 
size of the urban unit the Commission emphasize. that "all towns includ
ing the largest units, shall be properly planned, or if not so planned shall 
be re-developed so as to secure better provision than usually exists at pre
sent against the evils of overcrowding, lack of sunlight and facilities for 
recreation, fatigue and waste due to congested traffic, and so on."' It main
tains that it is not so much concentration as congestion that must be sought 
to be abolished. Though it suggests no simple formula for determining 
where congestion of population and industry exist it points to indexes of 
population per acre, congestion in relation to housing as determined by 
certain tests laid down by Housing Acts, and also to such other factors as 
the acreages occupied by houses, factories, permanent open space, transport 
difficulties, cost of sites, etc. It considers traffic congestion as a good practical 
indication_of the presence of congestion of industry. 

In analysing the problem of London, in particular, the Commission found· 
that- two overriding causative factors emerged, namely (i) the increasing 
popUlation and the industrial development of Greater London; and (ii) 
the increasing degree to which the place of residence of the members of 
the industrial population became separated from the place of their work 
and the general absence of ~rdination in the location of housing and 
industry. Regarding the latter the Commission remarks that obviously the 
distance between home and work place cannot continue to increase in
definitely .• Sooner or later the burdens of both cost and time must bring 
the process to an end. Even now cost is a serious burden".' In illustrating 
the existing (1940) difficulties in London the Commission give certain 
statistics which show the distances from which large numbers of people daily 
travelled by mechanical transport to work. Similar figures are not available 
for Bombay. There is little doubt, however, that conditions in Bombay re
garding the problem of separation of work place and residence and the 
cost of travel to work are very acute. 

The examination of the problem of London by the Royal Commission 
led it to the conclusion that the drift of industrial population to ·London 
constituted a social, economic and strategical problem which demanded 
immediate attention and the Commission recommended that the National 

- R01JaJ. CommissUm ... the Distrib"ti ... of the Industrial Population, Report 
1940, pp. 164-55. 

• Ibid., p. 166. 
• Ibid., p. 173. 
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Industrial Board, which it recommended be set up, should be vested from 
the outset with powers to regulate establishment of additional industrial 
undertakings within the London area. The Royal Commission reported 
in 1940. The considerable amount of .planning activity in relation to 
London that has since been in evidence has all accepted the basic analysis 
of the problem of London made by the Barlow Commission. The Greater 
London plan prepared by Sir Peter Abercrombie proceeds on assumptions 
among which the main are (I) the recommendation contained in the 
Barlow report that no new industry shall be admitted to London and the 
Home Counties except in special cases; (2)' the decentralization of industry 
from the congested centre; (3) that the total population of the area of 
London and Home Counties will, as a result of the Barlow recommenda. 
tion, not increase but on the contrary will be somewhat reduced; (4) that 
new powers for planning will be available including powers for the control 
of land val ues. 

In relation to industrial location, which after all is the chief factor in 
causing concentration or congestion of population, the proposals of the 
Abercrombie Report make further detailed assumptions some of which 
are instructive. These are (I) that the Greater London area will be nor· 
mally banned to new industry and to any but minor extensions of existing 
enterprises; (2) that the maintenance of a prosperous agricultural industry 
is intended, which will give stability of employment and good wages to 
(he residents of market town and villages, coupled with a radical improve. 
ment in living conditions there, thus at least preventing a further drift of 
population to the bigger towns. The memorandum (1947) of the Ministry 
of Town and Country Planning on the Greater London Plan also pro· 
ceeds on the assumption that the population of the Greater London Region 
should not increase above the 1938 figure. Mr Lewis Mumford criticises 
the Greater London Plan on the ground that even the 1938 figure as much 
too large. 

Statistical information relating to Bombay city in respect of the various 
factors mentioned by the Barlow Commission is not, at present, available. 
But it is obvious that regarding most of these factors, existing condition. 
in Bombay city are bad, perhaps, immensely worse than those in London. 
Physical lack of housing even of no standard, traffic congestion of a degree, 
perhaps, unparalleled elsewhere, enormous distances from which people 
are known to travel to work, the cost of such travel, the heights to which 
cost of sites and housing have risen, all these point to the problem of Born. 
bay being one of the worst in the world. One aspect of the situation, hous
ing in Bombay, was examined by an Official Committee ten years ago. 
The description by the Committee of Conditions7 at the time make. un. 
pleasant reading. Even in 1939, conditions in Bombay compared unfavour
ably with those in London and, in the opinion of the Committee, the pros-

7 Report 0' the Rent Enqui1"/l Committe., Vol. I, chapter II. 
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perity of the city meant athe Prosperity of a few. leaving the vast majority 
of the people to rot in abject conditions."" 

The main responsibility for this problem of Bombay is of its original 
site whose disadvantages are so large that it is almost impossible to over
come them at any cost. Attempts which have been made. in the past. to 
overcome the disadvantages of the original site have made little impression 
on the fundamental problem. They added. at great cost, a small area to 
the accommodation in the commercial ceo tre and for the residences of the 
wealthy. They could not. however. expand the area significantly nor solve. 
even partially. the transport problem heated by the location of the com
mercial and financial centre at the end of a narrow island. The addition 
of Salsette island to Bombay island and the incorporation of the two in 
a Greater Bombay cannot change the fundamentals of the problem of 
Bombay. The two islands together yet form a comparatively narrow block 
of land with the nucleus placed at its narrower end. The land available 
for expansion of the City is many times less in extent than if the centre of 
the City had ~n in a landblock which extended in all directions radially 
from the centre. It is a great deal less than if a semi-circular expansion from 
the centre were, at least, possible. In positions such as that of Bombay the 
lines of transport are reduced to a very small number and the length of the 
transp9.rt arms is lengthened enormously from the centre for given num
hers of population. The original site is thus extremely unsuitable for the 
location of a large industrial population. Thl! problem of housing and 
transporting the population of the size reached in 1938. at even low stand
ards, was already insoluble at that date. Large numbers which have been 
since added to the population make it completely intractable. 

Bombay city and its environs. though containing a much smaller popula
tion than Greater London. present a problem which is more acute than 
that of Greater London. The only approach which holds out a hope for 
an eventual solution is that adopted by the Greater London Plan. In the 
case of Bombay the prescription will have to be more drastic and the time 
factor is more pressing; the steps required appear, however. to be similar. 
They are (I) placing an immedia'te ban on the opening of new or expan
sion of old industrial establishments within Greater Bombay and beyond 
and (2) the preparation of a plan which will provide for a large movement 
of industry and a transfer of population from Greater Bombay so as to 
bring down the population of the total area to. at least, the 1941 figure and 
a similar movement between Bombay city and the outer Bombay region so 
as to relieve the congestion in the most crowded areas in the City to some 
extent. The surplus that will have to be transferred in such a plan. is today 
!o large that the ban on new establishments must apply not only to what 
is usuallY' termed Greater Bombay, but also to such areas as the Kalyan
Ambarnath area. 

S Ibid., p. 12. 
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It does not appear that this root problem of Bombay is recelvmg any 
attention. Government seems to be encouraging the location of further 
factories in the Bombay area and adding to the problem of population 
within that area. So long as there is an unwillingness to examine the 
problem of Bombay along lines indicated above. the problem will continue 
to be intensified. Such intensification is evidently proceeding apace. It ha,. 
for example. been reported that the valley of the Vlhas river which is as 
yet. in the main. an agricultural area and which because of assured water 
supply has great potentialities in the direction of increased production of 
rice and protective foods has already been pledged to industrial concern. 
of such order of national importance as rayon factories. So that. instead of 
doing all that government can do. at least. not to spread .the blight of 
Bombay in the vicinity and to maintain the existing green and agricultural 
belts. an exactly opposite course is being followed. Government is also 
planning to spend and is spending crores of rupees in trying in vain. to 
alleviate. in some degree. problems such as those of the milk supply and 
housing in Bombay. The amounts spent aTe entirely disproportionate to 
the resources of the country. the numbers involved. or the results expected. 
These crores if spent in. say. major irrigation or other productvie works 
are capable of immediately increasing production within the country and 
bringing about some betterment of living condi tions in villages. Their 
expen,diture in Bombay. at a time when the further drift to the city is not 
stopped and no plan regarding industrial location is under contemplation. 
is a sheer waste of money. The chief explanation of this attitude on the 
part of Government seems to lie in the current approach which derives 
from British times and which looks at t~e problem of Bombay as distinct 
from that of its hinterland. ' 

It is no doubt true that the accentuation of the problem of Bombay 
during war time and owing to the influx of refugees was not of Govern
ment's seeking; but it is also true that Government appears to be follow
ing a wrong policy relating to the location of new industrial establish
inents in Bombay and the settlement of refugee and other new immigrant& 
within, the already crowded area of Greater Bombay. As the Barlow Com
mission pointed out nothing succeeds like success and natural forces 
attract industry. labour and immigrants to a conurbation like Bombay. 

'The obvious attractions which Greater London possesses as market. a 
centre of potential labour. a distributing centre. and as an area in which 
electrical power is universally available., inevitably tend to attract many 
consumers' industries to locate themselves in or near to it. The extra em
ployment provided by the new factories further adds to the importance of 
the area as a market. Thus higher industrial activity and purchasing power 
are induced. The magnetic pull on industry is strengthened; and. as res
pects the industrial population. wide opportunities of employment add to 
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the attractive power which London naturally exerts through the advan
tages which it possesses as a Capital City.". 

This explains why unchecked private activity. keeps on adding to prob· 
lems of congestion in metropolitan areas. It cannot, however, explain why 
Government has shown no awareness of the problem ·of Bombay and has 
acted as if it did not fear its continued worsening. The neglect by Govern
ment of this problem or rather the non-awareness on the part of Govern
ment that such a problem exists. is evident even in the recent reports of 
the Provincial Industrial Committee and its Location Sub·Committee 
which contemplate with equanimity a further large addition to the indus
trial complement of the Bombay area. Any suggestion that industry could 
now move with great advantage to valleys and other areas distant from 
the overgrown city. where electric power and water are available cannot 
be appreciated until vested interests and public leaders insist on looking 
upon all suggestions regarding moving industry away from Bombay as· 
being contrary to the interests of the City. 

A Government which looks at Bombay in isolation would, of course. act 
in the way in which the Government acts at present. It would not discourage 
the growth of the city as it would look upon the increasing size as adding 
to the importance of the city. It would not count the cost in terms of 
physical and moral degeneration of the .population because this would 
bear £Tuit chiefly, not in the city itself but. in the outer areas which feed 
it. It would be unaware, when dealing with the city, of the problem of 
impoverishment of the rural areas and smaller towns from which the city 
draws away men and economic activity. It would not count the com
parative cost of the efforts at tinkering with the problem of the city as it 
would have the resources of the whole province to draw upon. With in
creased size the surplus wealth concentrated in the city grows and makes 
fine showing. the glitter of which distracts attention from the appalling 
squalor and degradation of the conditions in which the vast bulk of the 
city-dwellers live. The conditions of life in the city have the greatest de
moralising effect on the people of Maharashtra. They form the bulk of the 
poor who migrate to it with their womenfolk. Other elements who may be 
permanent residents, are proportionately smaller in number and are, on 
an average. better off than the Marathas; and the other groups of tempo
rary immigrants consist mostly of adult males of working age. The incid
ence of the high infant mortality which is the cumulative effect of condi
tions in the city is borne chiefly by its Maratha population. 

The only remedy for the existing condition is compulsory decentraliza
tion of industry according to a plan which integrates the economic life of 
the City of Bombay with the development of the whole of its hinterland. 
The chief problem in this context is that of industrial location. The main 
factors determining industrial location in the entire region are transport 

• Roy .. l Commission, Report, op. cit., p. 170. 
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facilities, availability of water and electric power and availability of labour. 
The advantages of a major port are obvious and concentration near it is 
no doubt natural; but granted good transport facilities industry may find 
that the distance from the port and the transport costs flowing from it are 
amply compensated by other advantages, especially the availability of land 
and its lower cost. Electric power and water are immediately available on 
a fairly large scale, and potentially available even to a greater extent on 
both sides of the range of Ghats stretching south of Bombay right up to 
Kolhapur and beyond. The whole of this area li~s within Maharashtra. 
The reserves of industrial labour near Bombay are also all from within or 
not far distant from the area where electric power and water are available. 
Labour from Gujarat, Rajputana, Kathiawar etc. has many nearer centres 
of industry to which it is attracted and it does not usually migrate so far 
south as Bombay. The centres from which labour is attracted to Bombay, 
outside Maharashtra, are all more than at least 500 miles dista'lt from 
Bombay. In many cases the distances are p:1uch larger. It is extremely waste
ful, from the national point of view, to encourage the migration of labour 
from such distances, with its attendant economic and social costs and at
tempts must be made to find employment for the population of these 
distant areas in centres nearer to their Home regions. The problem of the 
location of industries to be transferred from Bombay and around is a 
problem that must, therefore, be considered directly in relation to the 
available sites in either the Konkan or on the Desh districts of Maharashtra. 

The future of Bombay city is, in the long run, bound up almost exclu
sively with Maharashtra. The wide extent of its area of influence today is 
merely the result of arrested developments in other parts of the country. 
In due course much greater facilities for maritime trade will he availahle, 
than at present, south of Goa and between Surat and Cutch. This will 
relieve the heavy concentration of this trade in Bomhay. Similarly, indus
trial development will soon take place in many of the provinces which are 
at present backward in this respect. This will reduce the industrial im
portance of Bombay for those parts and also stop the Bow of industrial 
labour from distant regions. Bombay's all-India importance for certain 
specialised activities may remain; but it will exist chiefly as the port and 
economic centre of Maharashtra, which is the role. indicated by its geo
graphical location. 

This examination of the problem of population and industrial location. 
which is the problem of aI,l big cities, will show how artificial it is to try and 
separate the political and economic government of Bombay from that of 
Maharashtra. As pointed out above. if such a step is forced on the people 
of Maharashtra conBicts will arise. conflicts which may give rise to most 
serious problems both for Bombay city and Maharashtra. Any proposal 
for the separation of Bombay from Maharashtra will immediately give rise 
to bitter disputes regarding boundaries and there would be no objective 



THE FUTURE OF BOMBAY CITY 473 

tests by which these could be settled. The boundary will be purely artificial. 
Also. in this event. the scheme for a Greater Bombay will be looked upon 
only as a means by which as large an area of the territory of speakers of 
Marathi as possible is sought to be detached from Maharashtra. The 
Greater Bombay Scheme then becomes a step towards making feasible the 
proposal for the separation of Bombay from Maharashtra and will natural
ly meet with determined opposition from the people of Maharashtra. But 
even a Greater Bombay will not solve all problems; for the water and 
electric power of Bombay may have to come from distances which are out
side the region of Greater Bombay. 

A move towards a Greater Bombay is. however. a move in the right 
direction if it leads to no more than a system of graded authorities devised 
to tackle properly the great problems created by a metropolitan area. The 
problem of administration and of regulation of economic activity in 
relation to a large concentration of urban population has a number of 
aspects. In the first instance. there is the problem of the administration of 
the nucleus of concentrated population. This may be defined as the area 
of Bombay city: Secondly. there is the problem of administration of the 
Suburban areas and part of the rural area which it is found necessary to 
include wiiliin the boundaries of the Greater City. There are many dis
advantages arising from an attempt at combining the administration of 
suburban areas. especially if they consist of a number of distinct and 
separate nuclei. with the administration of the city. The way out may be 
found by setting up a number of separate municipal authorities. where 
localities possess distinct individuality and are large enough. and a general 
Local Board which administers the more dispersed areas. The City Cor
poration and the local authorities of the suburban etc. areas will be em
braced within a single Greater Bombay authority. There is. however. 
always the problem of co-ordinating the activities of even the neighbour
ing areas of the Greater City with those of the authority of the Greater 
City. Among tile subjects which such an overall co-ordinating authority 
or advisory body for a large area should control. are especially transport 
and town planning. Such an overall body if set uP. would also be the 
general planning authority or advisory body for the whole area. At the 
same time the master plan regarding the development of transport and 
electric power or the location of industries would be derived from the plan 
for tile whole of the region, in which the plan for the Greater City would 
be fitted up. 

The main stages by which the problem of Bombay has to be tackled 
appear. therefore. to be as follows: (1) a ban on the establishment of new 
or expansion of old industrial undertakings within a distance by road or 
rail of. say. 50 miles of the ·Fort area; (2) the preparation of a plan of 
industrial location for Bombay and the whole of its hinterland; (3) a 
detailed programme whicb. will indicate the steps by which tile transfer of 
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population and industry from Greater Bombay and the movement of dis
persal from the most congested parts of Bombay city will take place; and 
(4) the setting up of an authority for a large area which will have overall 
powers regarding planning and also regarding major transport and hous
ing. If these steps are taken and if the agricultural poteritialities of the 
region within say 80 to 100 miles of Bombay are actively developed the 
problem of Bombay may be on the way to its solution. 

This will not happen if Bombay is separated from Maharashtra. Because 
in that event an overgrown congested city where vested interests rule and 
whose population feels itself distinct from and superior to the people of 
Maharashtra will look across and face a sullen, impoverished and resentful 
countryside which will refuse to co-operate with any settlement of the city's 
problem and will attempt at the same time to build up, with little hope 
of success, another central nudeus of its own. 

IV 

Finally, it is necessary to give thought to the reasons which lead some 
elements and interests in Bombay to demand the separation of Bombay 
from Maharashtra. The demand appears to be partly based on apprehen
sions which it may be possible to allay in some measure. Partly, it is also 
based on hopes and fears of particular interests. The demand for separa
tion comes from sources which are all non-Maratha. The Marathi·speaking 
peoples are united in their insistence on the retention of Bombay in its 
proper place in the poli tical and economic set·up of Maharashtra; barring 
a few eccentrics whom Maharashtra always produces, the demand from 
Maharashtra may be said to be unanimous. The active support to the 
demand for retention of Bombay in Maharashtra given by the Maha
rashtra Chamber of Commerce further indicates that not only the Marathi. 
speaking capitalists and traders in Bombay but also the large body of non
Marathi vested interests in Maharashtra outside Bombay, support the 
demand for the retention of Bombay in Maharashtra. The Maharashtra 
Chamber of Commerce has a large membership of industrialists, traders 
etc. who though settled in or operating in Maharashtra are, by origin, 
speakers of languages other than Marathi. 

It is difficult to analyse carefully the grounds on which the demand for 
separation of Bombay City from Maharashtra is being justified, because it 
has not been yet put forward in a cogent form by any responsible person or 
body. The non-Maratha vested interests in Bombay appear to be the most 
important among those who demand separation. It seems to be claimed by 
rep~esentatives of these interests that the major part in the development of 
Bombay city has been taken by non-Maratha communities. In consequence, 
they assert that even though Bombay may be Maratha territory, it is right 
to separate it from Maharashtra. It is difficult to interpret what is precisely 



THE FUTURE OF BOMBAY CITY 475 

meant by the term 'development'. In a general way, the development of the 
island of Bombay was primarily the work of the English. A number of 
other communities. chiefly Indian. no doubt helped the English; but they 
brought in neither new technique nor equipment and the capital they 
invested was also the fruit of exploitation of local resources. They were. 
almost wholly. the assistants or the imitators of the English. It may be that 
among these assistants and imitators the non-Maratha communities were 
more prominent than the Maratha communities. But whatever the histo
rical facts regarding comparative shares in this aspect of development. 
they have nothing to do with political rule over a locality or its inclusion 
in or separation from its native territory. The English developed. in the 
main. not only many localities but large regions in India and the Euro
pean powers have developed many regions and countries in South-East Asia. 
In neither case. has the perpetual political rule of these lands or regions by 
those who developed them or the claim to separate particular localities such 
as the ports or industrial areas. from their native regions as having been 
intensively deveJoped by the European powers. have been sustained. The 
contention that becau.., in the "development" of Bombay city some non
Marathas took a special share. the city should be cut off from its native 
region following the wishes of these communities. is of a type which even 
Europemtcapitalists no longer dare to put forward in relation to their 
more genuine work of development of resources in the Asiatic countries. ' 

The non-Maratha vested interests. no doubt. feel that if Bombay is 
separated from Maharashtra. it will remain effectively in their hands. The 
permanent residents in it form a comparatively small proportion of the total 
population and are largely dependent on these vested interests who are 
large employers of intelIectual and manual labour. The enormous floating 
population has no roots. is constantly changing in its composition and is 
easy to influence in a variety of ways. The desire for separation on the 
part of vested interests. perhaps. also springs from the belief that the large 
resources which are the results of the concentration of economic activity 
of the whole region in the city wilI be available for the development of 
the city alone. Thus they would be able not only to drain into the City 
all the resources of the countryside but also prevent any measure of benefit 
that might accrue to the countryside from the expenditure of a portion 
of tax revenues raised from the City. It is probable that the vested interests 
are also actuated by some fears. They may fear that Maharashtra with its 
fundamentally democratic traditions may formulate a more strict regu
latory regime in economic affairs and follow a more liberal social policy 
than would suit their inclinations or interests. There is little that can be 
said regarding these arguments. hopes or fears of the vested interests ex
cept that if they prevail. it would be clear that the political status of the 
Marathas in the Indian Union is not on a par witli that of the other 
linguistic groups. 
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The proposal of the vested interests. supported by some non·Maratha 
intellectuals who talk vaguely of "cosmopolitanism" to separate Bombay 
city from Maharashtra has close resemblance to the demand for treaty 
ports. presented to China by the European powers. There, was unanimity 
amongst European powers that treaty ports ought to be demanded from 
China and the demand was. no doubt. made by all of them in the interests 
of universal progress and peace and for the promotion of "cosmopolitanism". 
Such agreement as may exist among the non·Marathas drawn hom various 
regions regarding the reasonableness of separating Bombay city from 
Maharashtra is on the same plane of disinterestedness. It appears curioln 
to the Maratha that it is only in Bombay that this experiment of ·cosmo
politanism" is proposed to be made. The economic centres and political 
capitals of the other linguistic regions evidently do not require an equal 
dose of it. The Maratha may. in the circumstances. be excused if he refuses 
to be flattered by the compliment implied in the proposal to make an 
experiment in "cosmopolitanism" on his territory. 

Apart from the non·Maratha vested interests. there may be elements in 
Bombay city who may support its separation from Maharashtra because 
of certain apprehensions. They may be characterised. I hope without 
offence. as coming from the intellectual proletariat from outside Maha
rashtra. They. perhaps, fear that their chances of employment in Bombay 
may be jeopardized. if Bombay forms a part of Maharashtra. This fear has 
no foundation whatsoever. It must be emphasized that the political and 
economic rights of citizens of Bombay would in no way change because of 
the retention of Bombay in Maharashtra. The right to settle. the right to 
practise any profession or enter any employment. and the right to own 
property and to dispose of it will be enjoyed by any Indian citizen coming 
to Bombay in the same manner as by the indigenous Bombay and Marathi· 
speaking population when Bombay forms part of the State of Maharashtra. 
In the sphere of private industry and commerce. for example. the condi
tions of employment offered would. in no respect. change with the creation 
of the new state. There would neither be prohibition of migration, settle· 
ment, or of following any occupation nor any differentiation between 
Marathas and non·Marathas within the territory of Maharashtra. The 
guarantee depends not only on the liberal traditions of the Marathas but 
also on the constitutional safeguards that would be embodied in the Union 
Constitution. 
Not only would the political status and economic rights of individuals 

not undergo any change because of the incorporation of Bombay in the 
new autonomous State of Maharashtra but also the present system of gov· 
ernance of the local affairs of Bombay would not be changed in any way. 
The Bombay City Corporation would not only not suffer any loss of powers 
but would. because of the general trend towards decentralization in Malta· 
rashtra, get an accession of powers in many directions. As indicated in the 
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earlier section, a large planning authority may also have to be set up for 
an area larger than even Greater Bombay. In all dlese authorities the resi
dents of Bombay, whether Marathi-speaking or mot, will play the major 
part. Lexal self·government, ill the most liberal sense, would be guaranteed 
to the people of Greater Bombay and within the framework of the larger 
plan of regional development, the detailed development plan of Bombay 
would be entirely in the hands of the Bombay population. 

There is one direction in which, no doubt, certain transiti',mal difficulties 
will have to be faced by immigrants in all states, owing to a transformation 
which is not local in Bombay or in Maharashtra but will be common 
throughout India in the near future. With the reduction in the importance 
of English in Indian administration, one of the factors which made for 
ease of movement of the intellectual proletariat will vanish and migrant' 
from one linguistic state to another will not, in future, be able to neglect 
the regional language as they used to formerly. The regional language will 
more and more predominate in state administration and a knowledge of 
it will become essential to most who want to follow any employment within 
the region. Thi,. must be considered to be, on the whole, a beneficial move
ment. Hitherto, in spite of large movements of intellectuals from one region 
to another, there has arisen no effective understanding between various 
parts because, with the prevalence of English, the migrants did not fee! 
called '!1'0il to familiarise themselves with the language, habits and ideas 
of the people of the regions to which they had migrated. The new require
ment, however beneficial in the long run, may, no doubt, create some diffi
culties in the transitional period. It may also create hardships wherever 
large linguistic minorities are permanently setded, unless a liberal linguie
tic policy is followed by all the new states. 

In this connection, attention may be drawn to a Resolution recently 
issued by the Government of Bombay, on government policy regarding in
struction in languages other than the regional languages in the province. 
It lays down that the medium of instruction in primary schools maintained 
by the State wi thin the province should be the language of the region con
cerned and that all primary and secondary schools privately run should 
make provision for teaching the regional language compulsorily so as to 
be eligible for grants-in-aid from the State. It is presumed that all members 
of the Bombay Cabinet belonging to the three linguistic regions within 
the pro~ince subscribe to this statement of policy.'. The Government Re
solution makes clear how the linguistic problem cannot be postponed even 
if the linguistic states do not immediately come into existence. As a matter 

•• It maybe noted parenthetically that if Marathas bad been able to follow 
such a policy in the past, the problem of the non-Maratha claim in Bombay would 
not have arisen in the manner in which it has now arisen. Their present plight 
in relation to Bombay is, therefore, another result of British rule during which' 
regional interests were naturally completsly ignored. 
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of fact. it is likely that in the absence of a careful uemarcation of 
linguistic boundaries the operation of the Resolution will create not only 
hardships but genuine grievances in districts with mixed populations. The 
Resolution frames a policy that can properly operate only in a state created 
on the linguistic basis and presumably anticipates the event. All states in 
India will no doubt follow a policy regarding the language of instruction in 
schools similar to the one laid down in the Bombay Government Resolution. 

This Government Resolution which so emphatically enunciates a relation 
between the region. the language and the educational system itself. how
ever. reveals the influence of existing circumstances by making a very 
peculiar statement regarding Bombay. The Resolution cites Bombay city 
as an instance of area "with more than one regional language." The ex
pression "areas with more than one l'egional language" makes non-sense 
except perhaps. in localities on the border of two linguistic areas whose 
boundaries have not yet been drawn. The regional language of a locality in 
the midst of a linguistic region cannot be doubted. The regional language 
of Bombay city is Marathi and no other just as much as it is the language 
of. say. the Malegaon region. The statement regarding Bombay in the 
Government Resolution is evidence of a lack of dear thinking which is 
unfortunately very common in relation to this question; it also makes dear 
the dangers involved in a separation from Maharashtra of the area of the 
City. The proposition regarding the regional language made today regard
ing Bombay city will be made to apply tomorrow to Greater Bombay and 
to any other extension of the sphere of Bombay. Once the claim of sepa
ration is conceded it will amount with every extension of the city to a con
sent to lopping of the contiguous area and consequently a constant auto
matic reduction of the territory of Maharashtra. 

While it is necessary to protest against the statement that the Bombay 
city has more than one regional language. it is equally necessary to take 
account of the fact that large numbers of speakers of languages other than 
Marathi have settled in that city. It will. therefore. be necessary to add to 
the policy laid down in the Government Resolution an exception in relation 
to certain circumstances in which the policy would have to be partially 
modified. In considering the general problem of linguistic minorities. it will 
have to be laid down that whenever a substantial linguistic minority 
is settled in a locality and forms. say. more than 20 per cent <If its popula
tion. certain special privileges regarding the study of the language of that 
minority will be afforded in private schools and even in the State system of 
education. The rules under the Primary Education Act today provide for the 
opening of primary schools for all siguificant linguistic elements within the 
popUlation. Present policy in this regard need not be changed except to 
make provision for compulsory teaming of the regional language. When 
the linguistic minorities become large. the principle accepted for primary 
education can and should be extended to higher stages of education. The 
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language of significant linguistic minorities should receive special considera· 
tion in tile educational system provided that the 'primary requirement of a 
minimum knowledge of the regiol).al language is satisfied. In the case of 
larger linguistic minorities, the language of the linguistic minority may also 
be given some place as an additional language for use in local affairs and 
local administration of the locality where the linguistic minority is specially 
concentrated. The genuine apprehensions regarding unnecessary incon· 
venience and hat"dship of the bulk of, say, the speakers of Gujarati in Bom· 
bay, because of the incorporation of Bombay city in Maharashtra, may and 
should be met on these lines. There is no reason why even when Bombay 
city becomes the capital of Maharashtra, the large elements of Gujarati and 
other settlers in Bombay should suffer any inconvenience or hardship. It 
is up to the Marathas to recognise the contribution which they have made 
not only in Bombay city but also in other regions of Maharashtra and to 
allay their apprehensions with a liberal policy in relation to language in 
education' and administration in localities where they have a concentrated 
population. A liberal policy in these respects is an essential requirement for 
the peaceful functioning of the federation. 

Before concluding this statement it may be proper to refer to certain cltar· 
ges suclt as that of parocltialism or even of aggressive intent made against 
the people-of Maharashtra because of meir stand regarding Bombay. It must 
be c0n!essed that the Maratha is perplexed and bewildered by these, in his 
opinion, wild accllsations. He does not feel that engaging in an attempt 
to create a well·knit community of mree crore human beings, is adequately 
described as parocltialism or that calling what is one's own territory em
phatically one's own is indicative of aggressive intent. During the last year 
he has assisted in me acquisition of Junagadh for Saurashtra and Maha. 
Gujarat and is at present participating in the attempt to retain Kashmir 
for the Kashmiris. Both these enterprises have obtained the almost unanim. 
ous backing of the leaders of the country. In consequence, me Maratha feels 
that he is merely performing a rightful duty when he asserts, politely but 
firmly, mat he will not allow the State of me Marathas to be deprived of, 
not only what is indubitably Marama territory but also the economic nerve 
centre of Maharashtra. 



POWERS OF THE MUNICIPAL CORPORATION OF THE CITY 
OF BOMBAY AND GOVERNANCE OF THE METROPOLITAN 

AREA· 

IT has been suggested in the memorandum of the Samyukta Maharashtra 
Parishad that one of the ways of meeting the apprehensions of minority 
interests in the city of Bombay would be to increase the powers of the 
Bombay City Corporation and to make it more largely autonomous than 
at present. This increase of powers of the Corporation could come chiefly 
through handing over to the Corporation certain powers which are at pre· 
sent exercised directly by the State Government and through increasing 
the financial re~ources of the Corporation. Most powers which directly 
affect interests of large business are today within the purview of the Union 
Government. It is neither possible nor desirable to think of any of these 
as being transferred to a City Corporation. Among the economic powers 
exercised by the State whether in virtue of the State or the Concurrent list 
most cannot be transferred to a City Corporation either because they do 
not pertain particularly to large cities or because the exercise of the powers 
entails governmental regulation of economic actiVities over areas much 
larger tban a city. Such powers are for example, those relating to agricul
ture, forests, fisheries, mines, industries, trade and commerce, economic and 
social planning, monopolies and combines, trade unions, social security, 
price control etc. Economic powers that can appropriately be transferred 
to the Corporation appear to be only a few, as for example, land tenures 
within the city, including landlord-tenant relations and gas and gas works. 
The Corporation already exercises powers regarding internal communi
cations; these may be fully extended, if found necessary. The Corporation 
may also be given powers in relation to relief of disabled and unemploy
able but this may be found to be an onerous burden by the Corporation 
in view of large proportions of such persons in the population of an indus
trial city. The scope for the extension of the powers of the Corporation 
on the side of education, health and general development activity appears 
more considerable. A very important extension of the powers of the Cor
poration could be in the direction of education. The Corporation could 
be given full powers relating to secondaiy education, including technical 
education up to that stage and could also be given the related powers of 
vocational and technical training of labour. University education would 

• Published by the Samyukta Maharashtra Parish ad, Bombay. 
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be within the purview of the University of Bombay. The jurisdiction of 
this University is now confined to the city of Bombay and its Constitution 
provides for the governance of the University being in the hands of elements 
who mostly represent educational and other interests from within 'the popu
lation of the city. Under the proposed arrangements all educational acti
vities within the city will virtually be placed under the control of the popu
lation of the city. A number of powers relating to cultural activities, are 
already enjoyed by the Corpora~ion. If necessary, the powers of the Cor
poration could be further extended in relation to such matters as theatres, 
dramatic performances, entertainments, etc. In a similar fashion the powers 
of tlle Corporation could be increased, if necessary, in relation to the public 
health matters. The Corporation could be given wider powers regarding, 
e.g., adulteration of food or collection of vital statistics. All hospitals etc. 
in the city could be transferred to the Corporation, except those connected 
with educational institutions catering for a wider area, as for example the 
Grant Medical College and the J. J. Group of Hospitals, the Potdar Ayur
vedic College and Hospital and the Dental College. 

A further widening of the powers of the Corporation in another direction 
that it is possible to suggest is by transferring the City Police to it. T~is 
power is exer~sed by some cities in the U.K. and the U.S.A. However, in 
India, the administration of Police in a city like Bombay is closely inte
grated with a large surrounding region; police administration has also con
siderable political overtones in this country. In view of these considerations 
it may be unwise to vest control over police in a city corporation. Control 
over police has also little connection with either business interests or the 
interests of cultural or linguistic minorities in the citY. 

A widening of powers and functions of the corporation must be accom
panied by a widening of its resources. The present expenditure of the City 
Corporation according to the budget estimate for 1954-55 is in the neigh
bourhood of Rs. 10 crores. It seems unlikely that the Corporation can fur
ther draw on its sources of finance. For many years past there has been a 
persistent demand by the City Corporation to increase its resources either 
by a lump sum grant or by transferring receipts under some state revenues 
such as entertainment tax, electricity duty, immovable property tax, etc., 
to the Corporation. The State government had appointed a committee 
under the Chairmanship of Shri A. D. Shroff in 1947 to inquire into the 
matter_ The Committee did ,not recommend any additional sources of 
revenue to go to the Corporation. They held that the present sources -of 
revenue were sullicient to meet the needs of the Corporation and in ca.e 
some stringency was felt, recommended that some portion of the receipts 
of the entertainment tax may be given to the Corporation. 

The additional liabilities which the Corporation will have to bear when 
its powers and functions are widened as proposed, are estimated at Rs. 2.30 
Crores. 
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The details of this estimate are set out below: 

Education 

Medical 

Public health 

Development schemes 

Miscellaneous 

Juvenile offenders, grant to 
Children Aid Society etc. 

Infinnary, ... ylum and beggar 
problem 

Slum cle.ran ... 

To implement recommendations 
of the Advi""ry Board 

Other miscellaneous ex~nditure 

IRs. in lakIts) 

80 

. 23 

2 

20 

20 

20 

30 

25 

10 

230 

It would be possible to meet this liability by making the following 
allocations: 

All net roceipts 
property tax 
Bombay 

of immovable 
colloctod in 

75 % of the net realisation of th. 
antqrtainmont tax collected in 
Bombay 

75% oftho net realisation of betting 
tax collected in Bombay 

All not ptoceeds of land revenue 
collected in Bombay 

Receipts under education, medical 
and public health in Bombay 

CR.. in lakhs) 

105 

63 

45 

10 

7 

230 

In transferring the revenue receipts of the above taxes. we have generally 
observed the principle that the bulk of receipts from taxes primarily of a 
local nature should go to the Corporation. No share of urban immovable 
property tax collected in Bombay need go to the state exchequer. As the 
Corporation will incur the expenditure on secondary and technical educa
tion in the city. receipts of fees from these schools. should go to it. Likewise 
receipts under Public Health and Medical would go to the Corporation. 
Except the Grant Medical College. J. J. Group of Hospitals. Potdar Ayur. 
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vedic CoIlege and Hospital, Dental CoIlege, all hospitals now administered 
by the state would be transferred to the Corporation. The aIlocation of 
these revenue receipts to the Corporation, will not affect adversely, the 
state's financial position. Simultaneously with a diminution of receipts by 
the state the liability of the state would also be reduced as funds spent on 
secondary and technical education, on some of the state government hospi
tals and other misceIlaneous purposes would be saved. The grant for 
primary education from the state to the Corporation would be continued. 
As it is already included in the present receipts of the Corporation we have 
not separately shown it above. While immediately there will be a balance 
of the additional receipts and expenditure of the Corporation the complete 
allocation of the immovable property tax to it will vest in it an impor. 
tant elastic source of revenue. 

We would propose an additional smaIl measure of administrative and 
financial assistance by the state to the Corporation. In addition to the 
Municipal Commissioner, an additional Municipal Commissioner or a 
deputy Municipal Commissioner should be provided by the state govern
ment to the Corporation. With the widening of powers, it would be dif
ficult for the Municipal Commissioner alone to control the administration 
effectively. Hence he might require the assistance of an additional 
Municipal Commissioner. 

Th1f problems of metropolitan areas and their administration in our 
country though somewhat different from those in the U.S.A., the U.K. 
or other western countries, require equal attention. The problems of the 
governance of the larger metropolitan areas require special attention. This 
has been realised to some extent by Bombay State authorities and some 
steps in the direction of its solution have been taken by the state. But the 
problem of Greater Bombay metropolitan-area cannot be satisf.actorily 
solved so long as any talk persists of separation of Bombay city from the 
hinterland of Maharashtra, because so long as such talk persists people of 
Maharashtra will look with suspicion on any proposal to extend the area 
of direct political authority of Bombay city. In the proposed scheme of 
Reorganisation of States, with Bombay city as the capital of Maharashtra 
State, it has great chances of being solved satisfactorily. Therefore, the 
scheme of governance of Greater Bombay metropolitan area as we visualise 
it, takes for granted that the reorganisation of states as suggested by us is 
either an accomplished fact or such reorganisation is going to take place 
in the near future. 

The problem of administration and of regulation of ec,?nomic activity 
in relation to a large concentration of urban population has a number of 
aspects. In the first instance, there is the problem of the administration of 
the nucleus of concentrated population. This may be defined as the area 
of Bombay city. Secondly, there is the problem of administration of the 
suburban areas and part of the rural area which it is found necessary to 
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indude within the boundaries of the greater city. There are disadvantages 
arising from an attempt at combining the administration of suburban 
areas. especially if they consist of a number of distinct and separate nudei. 
with the administration of the city. The way out may be found by setting 
up separate local authorities where localities possess distinct individuality 
and are large enough. and a general local council which administers the 
more dispersed areas. There is. however. always the additional problem of 
co-ordinating the activities of even the neighbouring areas of the greater 
city with those of the authority of the greater city. Among the subjects 
which sud) an overall co-ordinating authority or advisory body for a large 
area should control. are especially public health, transport and town plan
ning. Sud) an overall body if set uP. would also be the general planning 
authority or advisory body for the whole area. At the same time the Master 
Plan regarding the development of transport and electric power or the 
wcation of industries would be derived from the plan for the whole of the 
region. in which the plan for the greater city would be fitted up. 

Recent steps taken by the Bombay State in the direction of Greater 
Bombay are by amalgamating the areas of suburban municipalities up to 
Jogeshvari and Bhandup. This is a step in the direction of complete inte
gration. But the experience of integration is not heartening to the residents 
of .the merged municipalities. The criticism is made. that taxation is raised 
but services to that extent are not forthcoming to that area. Moreover. the 
residents of these areas feel that their ~oice is little heard in the Corpora
tion. They fear the dominant position of the city_ We must take this 
situation into consideration when we go ahead in solving the problem of 
Greater Bombay metropolitan area. Keeping the suburban municipalities 
as separate .entities and creating a federal municipal authority for the whole 
areas will be another device for the solution of the problem. This means 
an overall federal authority with specific delegated powers and functions 
and a number of unit authorities. But in the (ontext of present conditiom 
grave doubts are entertained by persons closely associated with municipal 
administration regarding the successful working of such a scheme. If the 
recent amalgamation had not taken place. a suitable scheme on federal 
lines could perhaps have been evolved, In case the federal scheme is now 
attempted. it is feared that all merged municipalities may demand separate 
existence. This is neither desirable nor helpful to create favourable atmos
phere for the working of the federal scheme. Another objection to the 
federal scheme is that the existence of too many authorities in a compa
ratively small area would lead to the lowering of administrative efficiency. 
Frictions in the unit authorities and the federal authority would not be 
uncommon. Integration of all remaining suburban municipalities on the 
same lines on which it has taken place at present would not also be wel
come_ As stated above complete in~egration of suburban municipalities 
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having distinct individuality would be difficult to achieve and is also not 
desirable. 

The plan which we visualise and which has great chances of successful 
working and achieving the desired goal is as follows:-

The Greater Bombay Municipality as at present and the suburban 
municipalities should have their separate existence. Other local bodies 
(grampanchayats) in rural areas included in the Greater Bombay metro
politan area may merge with neighbouring municipalities or merge with 
other local bodies to form new municipalities for their dispersed habita
tions or may remain as at present. This will not destroy the distinct indi
viduality of the localities. 

A Greater Bombay Metropolitan Advisory Board should be established 
comprising representatives of all local authorities coming within its area. 
It should have on its body five representatives of Greater Bombay Muni
cipality selected by it from among its members, one from each suburban 
municipality ~ent in the same manner, 3 to 5 representatives of the rural 
area local authorities (grampanchayats) sent in 'the same manner and 11 to 
5 nominated by the state government. Nominated members should general
ly include experts and representatives of important interests or minorities 
oth~~ise not represented. The Mayor of Bombay Corporation should be 
an ex:officio member and Chairman of the body. The total number of the 
members of the body should be between 20 to 25. 

This body will tender advice to the Minister for Local Self·Government 
for the purpose of co-ordinating the activities of the municipalities and 
other local authorities within the greater metropolitan area outside the 
Bombay Municipal Corporation on subjects of common interest and 
general welfare for these areas. The subjects on which the Board would 
make recommendations are: transport and communications, sanitation and 
public health, infectious diseases, noxious trade, housing, town planning, 
drainage, water supply, industrial location, electricity generation and sup
ply, development projects and education. Other subjects of common 
interest may be included in the list by the Board with the agreement of its 
members. This Board will be an advisory body and will have no executive 
power of its own. A convention should be set up that the advice tendered 
by the body should generally be accepted by the Ministers for Local Self
Government, Transport and Housing and carried out by the municipal 
and local authorities in these areas. The Board will have a small staff to 
enable it to carry out its functions. This staff may be lent to it by the 
Bombay City Corporation from its service cadre. The Board should be 
provided with necessary funds by the state government to meet the office 
expenses and other sundry expenditure. Before such authority or Board is 
consti tuted the state should ascertain the views of all municipal and other 
local authorities proposed to be included in this area. 
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Only a part of the decisions of the Advisory Board would be capable of 
being executed independently by each separate authority. In a number of 
important subjects where a co-ordinated plan of work is to be executed. 
it would be necessary to have it undertaken by a single authority. We do 
not. as stated above. contemplate a separate authority for this purpose at 
least in the initial stages. The execution of such plans might be undertaken 
by the City Corporation under the direction and control of the Minister 
concerned. It would be desirable. in this connection. to have a convention 
by which the Bombay City Corporation will itself .be in charge of execu
tion; the sharing of expenditure etc. being done on some previously agreed 
basis. 

In the main memorandum we have indicated the basis on which the 
problem of linguistic minorities can be treated. In this note we have 
elaborated our ideas regarding the manner in which the powers of the 
City Corporation could be increased. to the fullest extent consistent with 
the general Indian constitutional and political framework. so that in the 
educational. cultural and other matters the Bombay city should be largely 
autonomous. We have also set out in some details the manner in which 
the conduct of affairs of the larger metropolitan area should be co-ordinat
ed. There is one final step which we consider ·to be both possible and 
desirable. This is to have a convention by which Bombay city will be suit
ably represented in the Cabinet of the State of Maharashtra. This would 
ensure that the point of view of the population of the city on the social. 
economic and administrative problems under consideration of government 
i. presented to the Cabinet. 



SOME OBSERVATIONS ON THE REPORT OF THE 
STATES REORGANIZATION COMMISSION· 

THE report of the States Reorganization Commission has been Written in a 
somewhat unusual way. It does not, as might have been expected from both 
the gravity of the issue and the standing and competence of the memoers of 
the Commission, expound fully the basic problems and principles and 
then proceed to derive detailed rec?mmendations as following from the 
discussions of fundamentals. In the examination of basic issues the Report 
adopts the method of brieRy summarising, in a text·book manner, the pros 
and cons and then proceeds to lay down judgments in a summary manner. 
Not only have these judgements thus the character of mere obiter dicta but 
also they do not form a clear or consistent framework. The 'result is that 
the Commission, in effect, deals with each individual problem in the 
formation of each state in a manner which can only be described as ad hoc, 
and as a consequence arrives at a set of results which are mutually highly 
inconsistent. It is necessary to say this in a prefatory way to explain the 
approach here adopted in dealing with the recommendations of the Com· 
mission. The findings of eminent public men who have devoted a large 
number of months to a study of vital national issues are entitled to very 
respectful attention; but the findings will command respect and even 
acquiescence only to the extent t1Iat they are evidently based on statements 
of general principles arrived at after deep thought. On the contrary, when 
the findings reveal no generally applicable principles or consistent pattern 
and are seen to be based on special pleading on each occasion, it becomes 
necessary to remember that even eminent public men have their prejudices 
and prepossessions or other weaknesses which affect the fairness of their 
judgement, and, in fact, the longer they have been in public life the greater 
these are likely to be. 

The Commission is convinced that in spite of the possible heavy costs of 
any large·scale reorganization, further postponement of the question is 
impracticable and that India has now to "think in terms of enduring 
political units.". (Paras 84-5). Having arrived at this conclusion the Com
mission proceeds to discuss the factors bearing on reorganization. As pointed 
above the discussion in this part is highly inconclusive. Not only are no 
definite conclusions reached but not even a scale of priorities is indicated. 

• Published by Samyukta Maharashtra Parishad, Bombay, 1956. 
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The quality of the whole performance may be judged from a few extracts. 
In relation to the factor of language and culture the conclusion of the 
Commission is as follows: 

"We now summarise our final views on the role of language as a factor 
bearing on the reorganization of States. After a full consideration of 
the problem in all its aspects, we have come to the conclusion that it is 
neither possible nor desirable to reorganise States on the basis of the 
single test of either language or culture, but that a balanced approach 
to the whole problem is necessary in the interests of our national unity." 
(Para 162). 

The discussion on financial viability which is short and which gives no 
indication of a clear grasp of the problems involved, ends as follows: 

"Financial viability as we have attempted to define it, should, in our 
opinion, be regarded as an important criterion'.bearing on the reorgani
zation of States .. Financial considerations, however, have to be weighed 
with other important factors, and decisions have to be taken on a balance 
of arguments and advantages and in accordance with the larger national 
interests.',' (Para 184). 

On the important question of whether the reorganized States should be 
large or small the Report concludes with the proposition "In a matter like 
this it would be unwise to be dogmatic or to rule out exceptions". (Para 
220) . This vagueness in the enunciation of basic concepts makes an exami
nation of this part of the report of the Commission unfruitful. To vague
ness and inconclusiveness is added a failure on the part of the Commission 
to elucidate or examine important terms or concepts that it employs. This 
may be best brought out by reference to its definition of the twofold ob· 
jective that, from the point of view of national unity, reorganization has' 
to aim at. In the words of the Commission these objectives are: "firm dis
couragement of disruptive sentiments such as provincialism or linguistic 
fanaticism; and (b) consistent with national solidarity, provision of full 
scope for the unhampered growth of the genius of each group of people". 
(para 1I2). These objectives are no different from those accepted aDd put 
forth by the most logical exponents of linguistic basis for reorganization of 
States. From the point of view of a scheme for reorganization of States 
the crucial phrase in the above definition is "each group of people". The 
proponents of linguistic states define the "group" in this context as the 
speakers of a language inhabiting a contiguous expanse of territory in which 
they form a distinct majority. Curiously, though the Commission accepts 
the concepts of distinct "groups" or in the same context later of "conceding 
to lesser units an autonomous existence and an intrinsic life and purpose 
of their own" (Para II 2) , they do not seem even to be aware of the need 
to define clearly how the "groups" or the "lesser units" can be identified. 
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It may be conceded that an examination of the actual recommendations 
of the Commission reveal the existence of a working definition of these 
"lesser units", and it is likely that the Commission did not desire to make 
this explicit. There is little doubt that the Commission does accept Ih~ 
linguistic basis for the reorganization of states in India. It incidentally re
commends a great deal of necessary rationalization of the scheme of states 
in India, such as the abolition of Part C States and equating the status of 
Part B States with that of Part A States. 

The total effect of the recommendations of the Commission is, however, 
to redraw the political map of India essentially on a linguistic basis. The 
main demands of the proponents of reorganization on a linguistic basis 
were that (1) each constituent state should be unilingual and that (2) the 
territory of the speakers of each of the regional languages mentioned in 
the 8th Schedule, other than Hindi, should all be comprised in one state. 
The Commission holds the view that a state should be treated as unilingual 
only where one language group constitutes about seventy per cent or more 
of its entire population (para 783». All the new states, the formation of 
which the Commission has recommended, viz. Madras, Kerala, Karnatak, 
Hyderabad, Vidarbha, Madhya Pradesh and Bombay, are, wilh one excep
tion, fully unilingual according to the criterion suggested by the Commi~
sion. -::Fhe exception, of course, is Bombay. In all the older states which 
have been retained in the scheme of reorganization of the Commission, 
substantially in their older form, most of Ihe adjustments recommended 
by the Commission result in making the states more unilingual than they 
are today. Among these older states only Punjab and Assam will still not 
be unilingual according to the criterion of 70 per cent. In relation to the 
second demand put forth by the proponenl1l of the linguistic basis, most 
of tIle contiguous territory of speakers of Assamese, Bengali, Kashmiri and 
Oriya is already in one state today. The recommendations of the Commis
sion have the result of adding the speakers of Gujarati, Kannad. Malayalam. 
Punjabi and Tamil to this group. So that of the speakers of the 11 regional 
languages, other than Hindi, mentioned in the 8th Schedule only the terri
tory of the speakers of Marathi and Telugu will not be brought substan
tially in one state after effect has been given to the recommendations of 
the Commission. In view of this analysis of the recommendations of the 
Commission it is difficult to see why the Commission did not openly avow 
what it was in fact doing and thereby achieve a more consistent result. A 
consideration of this problem raises the suspicion that the vagueness in the 
exposition of principles might, at least, in part have been due to the need 
to cover the many inconsistencies in the recommendations regarding bound
aries and to juslify or at least not to expose too fully, the nature of its pro
posals regarding the speal<ers of Marathi. 

Before turning to the subject of the recommendations regarding Bombay 
and Vidarbha 50mething may be said about the exceptions to the general 
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rules noted above. In addition to Bombay. Punjab and Assam continue not 
to be unilingual in the reorganized pattern. The population of Assam is 
so constituted that no effort at reorganization could make it unilingual 
and no demand for any such effort has been made by the .people of Assam 
and by the speakers of Assamese. The position in Punjab is said to arise out 
of the fact that "the demand for a Punjabi-speaking State is strongly oppOS· 
ed by large sections of people speaking the Punjabi language and residing 
in the areas proposed to be constituted into a Punjabi speaking State." 
(Para 519) . None of the difficulties peculiar to Assam or Punjab exist in the 
case of Bombay. Secondly. speakers of Telugu ani classed together with 
those of Marathi as people the bulk of whose contiguous territory is not 
recommended to be brought into one state. But the attitude of the Com
mission towards Vishal·Andhra - one state for the speakers of Telugu - is 
entirely different from that they exhibit towards Samyukta Maharashtra. 
The Commission is keen that nothing should be done to impede the for
mation of the larger state and propose steps by which the objective of the 
unification of the Andhras will be neither blurred nor impeded. It is against 
this background that one has to examine 110W the Commission treats of the 

. demand for Samyukta Maharashtra and proposes to settle the political 
future of the speakers of Marathi. 

The Commission recommends the organization of a state called Bombay. 
The arguments it adopts for justifying this proposal are amazing in their 
variety. In the first instance. it pretends that what is being recommended is 
the continuation of the existing State of Bombay. The present State of 
Bombay is trilingual. It is proposed to be made bilingual by the transfer 
to the proposed state of Karnatak. of the Kannada-speaking districts. To 
the state thus truncated are to be joined three new units Saurashtra. Kutch 
and the Marathawada districts of Hyderabad. This will very substantially 
change the composition and the boundaries of the existing Bombay State. 
However. the Commission pretends that it is the same state; this is done in 
order to argue preliminarily that as the existing state is well administered 
and progressive it should not be broken up (Para 403). While arguing 
thus. the Commission conveniently forgot what it had said earlier about 
the same state. In discussing composite states the Commission writes "In 
States having mor~ than one developed language. there has been no marked 
tendency in the past to develop a sense of loyalty to the State .... Marathi 
and Gujarati feeling grew up side by side. practically to the exclusion of 
any particular loyalty to the province or State of Bombay." (Para 159). No 
comment is needed on the merits of a proposal for the continuation in a 
changed form. as an "enduring political unit". of a state which. though 
well administered. has been unable for over a century to evoke any parti
cular loyalty I 

Another argument put forward by the Commission for its particular 
proposal is the difficulty of making the financial adjustments that will be 
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necessary if the State of Bombay is disintegrated. It is difficult to comment 
on what the Commission writes in this regard. For it evidently refuses to 
consider even the undisputed basic facts. These are that even apart from 
the revenues of Greater Bombay the per capita revenue receipts of both 
the Marathi and Gujarati districts are higher not only than the alI·India 
average but also than those of the districts of Nagpur and Berar of whose 
financial viability the Commission feels so sure. What the basic principles 
in regard to adjustments are and how the adjustments can be made are 
abundantly clear from the report of the Finance Commission. Therefore, 
there would have been no difficulty whatsoever in making the needed reo 
distribution in favour of Gujarat if the Commission had followed the logic 
of its total approach and recommended the formation of Samyukta Maha· 
rashtra with Bombay as its capital. 

That it does not do this is obviously due to a single factor. The one and 
only reason why ti,e Marathi·speaking people are singled out for differential 
treatment is that while the Commission is convinced that the city of Bom· 
bay cannot be separated from Maharashtra it has allowed itself to be 
swayed by the apprehensions and fears of others. One would have expected 
that while making a complete departure from its general pattern of recom· 
mendations and virtualIy denying to nearly 3 aores of citizens of India 
their.:-legitimate political destiny the Commission would have felt called 
upon to explain the grounds of its decision at some length and with some 
cogency. The facts are otherwise. It would be useful to bring together in 
one place all that has been recorded by the Commission by way of reason, 
argument, opinion, etc. which induced it to make the notable recommenda· 
tion regarding a bilingual State of Bombay. 

'Its [Bombay city] integration in Samyukta Maharashtra will lead to a 
rapid decline in its importance-. (Para 413). 

"During the course of our enquiry, a vast majority of persons who 
appeared before us and did not belong to either of the two contending 
language groups expressed themselves strongly in favour of placing the 
Bombay city under a separate administration in the event of the dis· 
integration of the State. We also noticed serious misgivings in the minds 
of large sections of the inhabitants of Bombay as well as persons outside 
about the future of the city, if it formed part of a unilingual State-. 
(Para 416). 

In the succeeding paragraph (417) the Commission sets out the arguments 
put forward by supporters of Samyukta Maharashtra to show how these 
apprehensions are misplaced. The Commission" admits that it is impressed 
by the cogency of these arguments but adds "we cannot lightly brush aside 
the fears of the other communities.- (Para 418). FinalIy in Para 421 the 
Commission states "the likely psychological dissatisfaction of the Gujarati 
and other communities, in the event of Greater Bombay forming part of 
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Maharashtra, may be very great, and it will be unwise to hope that the 
industrial and commercial life of the area will remain unaffected". 

Burke wisely confessed that he did not know the method of drawing up 
an indictment against a whole people. The States Reorganization Com. 
mission does not even draw up an indictment against the people of Maha. 
rashtra; it delivers an ex·parte judgement on the basis of a smear campaign 
against them. The leaders of this campaign have, of course, been pro
minent trading and industrial interests. It is well known that leaders of 
the Samyukta Maharashtra movement made efforts to meet the prominent 
among these leaders and obtain from them concrete details in relation to 

which some action could be taken or assurances given. It was, however, 
found impossible to arrange the meetings. When through the good offices 
of Shri Vaikunth L. Mehta, who has seen the justice of the cause of Sam
yukta Maharashtra, an informal gathering of some persons could be got 
together, it was found that while some eminent non-Maharashtrians reali~
ed fully the justice of the Parish ad case those who said they felt apprehen
sive were unable to concretise their fears. The Parishad was thus unable 
to proceed further. And it now finds that large political ismes are being 
decided because of vague allegations of fear, apprehension and suspicion 
and because of thinly veiled threats of undermining the economic well
being of the City. Interests which achieve this must indeed be very power
fu\. It must be freely confessed that the people of Mahara,htra acting 
through the Samyukta Maharashtra Parishad or any other organ are unable 
to counter this influence. If the Commission had been really serious in 
this matter and felt interested in a fair deal it would certainly have refrain
ed from listening to vague of allegations in camera and confronted the 
leaders of Maharasbtra with definite statements which could be rebutted, 
met or provided for. If after doing this the Commission had made the 
specific recommendations the people of Maharashtra could have had the 
satisfaction of having been treated with at least ordinary decency. 

Before leaving this subject brief reference may be made to the statement 
often quoted from the J. V. P. Report that Bombay is too important to be 
made part of a unilingual state. When the J. V. P. report Was written it 
was possible to argue that there were a number of multi·lingual states. It 
has been pointed out above that in the scheme of the States Reorganiza
tion Commission practically all states except Bombay are to be uniIingual. 
In the report of the Commission specific mention is made of the adequate 
powers possessed by the Central Government in relation to ports. This i, 
in connection with the jurisdiction over Cochin of the uniIingual State of 
Kerala. Attention is also drawn in the report to the position of the speakers 
of Urdu in the twin cities of Hyderabad and Secunderabad. Urdu speakers 
form in these cities a large percentage (45.4) and are evidently the largest 
single linguistic group. The Commission rejected the plea for making these 
cities a centrally administered area and suggested some mea,ures to pro-
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teet their interests to be adopted by the unilingual State of Hyderabad. 
In the case of the city of Bombay alone powers, etc., which are found to 
be adequate in the case of all places and locations of economic, strategic, 
etc., importance allover India evidently prove inadequate. Here, as in 
most other matters concerning the speakers of Marathi what is sauce for 
the goose is not sauce for the gander. 

The section on Vidarbha in the report of the Commission is be;t des
cribed as a tour de force of special pleading. It shows how clever men when 
free of any settled frame of reference can prove what they have called black 
in one context as white in another. It also shows the advantage of avoid
ing concrete data and writing impressionistically. The cases for Samyukta 
Maharashtra and Vishal-Andhra have close parallels. There is some oppo
sition in Vidarbha to Samyukta Maharashtra and in Telangana to Vishal
Andhra. While the Andhra leaders of Vishal-Andhra are supposed to 

be· prepared to provide safeguards for Telangana agreement regard
ing safeguards to Vidarbha had already been arrived at. The least 
that you expect of a Commission of this sort is an initial objective statement 
of all the factS. Instead you get tendentious accounts, one from the point 
of view of achieving Vishal-Andhra and the other frOID point of view of 
sabotaging Samyukta Maharashtra, accounts which would convey an errone
ous idea as to facts to anybody who was previously unaware of them. For 
eX31IIJ1le; in other contexts, decisions of Congress Committees are given 
importance; but in this context, not even a hint is given that the Berar 
Congress Committee had supported the demand for Samyukta Mahara,htra. 
In the case of Vidarbha historical arguments, mainly brushed aside else
where, suddenly acquire great importance. Discussion on finance in this 
section airily begins with the statement "Vidarbha's traditional financial 
surplus, so far as we are aware, continues". On this level of knowledge and 
understanding any misstatements are, of course, possible and permissible; 
and we get a repetition of the statement that there appears twima facie 
justification for the suspicion that if Vidarbha joins Maltarashtra, it cannot 
be certain that its resources will be spent on its development. The state
ment had been challenged and facts had been adduced to show that 
Vidarbha as a whole was in fact not richer than West Maharashtra as a 
whole. The Commission had made no attempts at going into the issue with 
people in evidence who had put forward this contention with facts and 
figures. And yet it feels free to repeat the allegation insinuating, incident
ally, that the Nagpur pact would not be respected. No surprise should be 
felt that the views or even the statements made by such a Commission 
command no attention, much less respect. One last example may suffice as 
a comment on this section on Vidarbha. In two parts which are to come 
together to form the State of Kerala financial cOllditions are disparate ami 
tenancy laws, etc. are different. A detailed examination is made by the 
Commission of these differences and it is found tltey do not militate against 
the union. The similar situation in the case of Samyukta Maharashtra pro-
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duces the following interesting variant. When arguing for the retention of 
Bombay as a bilingual state its success in enforcing land reforms and ame· 
liorative legislation is noticed with approval. In the context of Vidarbha 
these laws became a liability and it is noted, evidently as an argument 
against Samyukta Maharashtra, that important sections of. the people are 
not willing to run the risk of a transition arising out of the introduction 
of these laws. There is not even an attempt to mention who are the classes 
who are opposed to these laws, who on the contrary will profit from them, 
what, if any, can be the special interests of Vidarbha in this matter and 
whether there is not an all· India interest and policy in land refonm. 
Evidently, any stick is good enough to beat a dog with and we, therefore, 
find in this section a reference also to communalism in 'Vest Maharashtra 
which is supposedly absent from Vidarbha and also possibly throughout 
the rest of India. That the Commission can, when it desires, deal with the 
problem of a possible change of balance of power between classes or com
ri!Unities, in terms other than those of abusive expletives, is seen from its 
description of the situation in Karnatak. On similar lines, the Commission 
could have analysed who in Vidarbha was afraid of losing power, and there
fore, talking of communalism in West Maharashtra. However, if this had 
been done, it would have become inconveniently clear that the Commission 
was supporting, by the creation of Vidarbha, a demand made by the non
progressive elements in the area. 

A brief examination may finally be made of the recommendations that 
the Commission makes in relation to the delimitation of boundaries in 
many contexts. The starting point of these recommendations may be said 
to be the following statement. 

"In our scheme of reorganization, we have adopted the district as the 
basic unit for making territorial readjustments. This is because we feel 
that districts have developed an organic ~d administrative unity and an 
economic. life of their own, and any adjustments below the district level 
should normally be avoided." (Para 291). The statement is made ex
cathedra, without any proof. There is, in fact, no organic unity in a district 
and anybody who has had occasion to examine detailed economic data 
relating to districts knows that in most of them there is great diversity of 
economic life. No reason excep't wanting to avoid the normal procedure of 
a Commission to delimit boundaries can, therefore, justify the adoption of 
the district as the boundary unit. In fact, of course, the Commission, true 
to its general pattern, disregards the district unit completely when it 
desires, for any reason, to do so. The inconsistencies in relation to boundary 
recommendations are so many and the use of the ad hoc argument so com
mon in this context that any detailed examination of the subject would 
prove unnecessarily lengthy. However, a few points may be set down by way 
of illustration. In most respects where the Commission takes the trouble 
to examine a. question in detail the boundary settlement is proposed in 
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terms of talukas. In the settlement of the boundary of Kerala, for example, 
the taluk is taken as the unit. At this stage the taluk is treated as indivisible 
even though a clear natural boundary like a river may be available for a 
more just demarcation (para 306). However, in the section on Andhra it 
appears that the southern and sout!J..western boundaries of the Andhra 
State are to be demarcated by a Boundary Commisssion and that the Andhra 
Government is prepared to consider claims of Tamilians to "areas" in some 
taluks after "census slips have been sorted and villago-wise language figures 
are available." (para 395) . The use of village data are ordinarily anathema 
to the Commission. If because of a previous decision of Government they 
are to be used in the delimitation of a particular boundary why should they 
not be used in delimiting other boundaries by adopting the same procedures 
for the purpose? In this instance, previous decision of the Government of 
India may be said to have been respected but later the Commission itself 
descends to lower units than the taluk. We thus have a recommendation 
regarding a sub-tehsil (Para 506) and even a thana unit (Para 665). And 
in one particular case there is not only a reference to portions of sub-divi
sions and portions of a revenue thana but also a recommendation that "the 
actual delimitation of the new boundary will have to be settled after a 
detailed survey." (Para 652). In contrast, when it pleases the Commission, 
it refuses-to break up a district which has taluks in which speakers of diffe
rent ~guages definitely predominate and which can be conveniently linked 
with adjoining territory_ The argument that these taluks are remote from 
capitals is supposed to suffice for the decision (Para 392). Obviously, areas 
on boundaries are apt to be far from the capital at least in some directions, • 
and surely even the Commission will not argue that whether a Kannada
speaking taluk should be joined to the Telugu areas or to contiguous Kan
nada areas cannot be determined on the basis of the relative distances from 
the capitals of Telangana and Karnatak. By some curious coincidence the 
Samyukta Maharashtra's demand comes in for special treatment even in 
this context. All boundary claims, whether accepted or not, are at least noted 
by the Commission. The Samyukta Maharashtra demand for talukas in the 
Karwar District is singled out for the contemptuous treatment of not even 
being mentioned_ 

Regarding this question of the unit of boundary fixation one point which 
the Commission has evidently misconceived needs to be cleared. The Com
mission thinks that to ask for a detailed delimitation of the boundary is 
linked with what it calls the "homeland" concept_ This is not so. The de
tailed delimitation is asked for only in the case of strictly contiguous terri
tory. Where there are pockets of linguistic minorities there is complete 
agreement with the statement of the Commission that safeguards should not 
impede the processes of natural assimilation (Para 769) . There is, however, 
nothing wrong in the contention that a taluk or a group of villages imme
diately contiguous to the district boundary fixed by the Commission cannot 
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be treated as a pocket. It is part of the contiguous territory itse\[. In all pro
cesses of boundary fixation so far. in the case of Orissa or Andhra for 
example. detailed village-wise demarcation has been made. That the process 
is still continuing in Andhra is noted, without any recommendation for 
its discontinuance. by the Commission itself. It cannot. therefore. be wicked 
to urge that the same procedure be adopted in the future creation of new 
states also and that the procedure adopted by the Commission. while 
apparently simple. creates and perpetuates. unnecessarily. hardship and 
conflicts_ All the special departures made from the linguistic test by the 
Commission are based on ad hoc arguments and with the known variability 
of judgements on these matters. It would not only be fairer but also likely 
to assure stable and acceptable decisions if the linguistic' test with well
defined procedures is used by a neutral Boundary Commission. In fact. the 
method adopted ill the appointment of Mr. Justice Mishra and the exami
nation made by him are the best guides in this context. 

It is unnecessary to continue further this examination of the report of 
the S.R.C. The effects of its recommendations on the Marathi-lipeaking 
people is dear_ In Vidarbha the Commission seeks to create and to per
petuate a specially small unit in spite of the known wishes of a substantial 
section of the people of the tract for union with West Maharashtra. The 
rest of tile Marathi-speaking people it condemns, again permanently. to 
a bilingual state where it is foredoomed to a life of conflicts and frustration.~. 
To enjoy in your own lesser unit an autonomous existence with an intrinsic 
life and purpose of its own and with full scope for unhampered growth i. 
one of the most valuable privileges of the citizens of a federal state. Thi •• 
which the recommendations of the S.R.C. itself grants to all others, is spe
cially and permanently denied to speakers of Marathi. In the circumstances. 
it is no more than a simple description of facts to describe tile recommen
dations of the S.R.C_ as effectively reducing the speakers of Marathi to the 
status of inferior citizens. 



EMOTIONAL INTEGRATION' 

I TAKE it that emotional integration does not denote a state of mind brought 
about temporarily by slogan-mongering or propaganda campaigns. but a 
lasting sense of cobesiveness based on recognition of common values, tradi
tion and interests. In India this can be achieved only through an intelligent 
long term national policy. I set out in brief below. my concept of what is 
involved in this policy and the proper approach towards its implementation. 

The vast majority of the Indian people are Hindus, among whom the 
primary social grouping is on the basis of caste. The caste groups among 
Hindus function within certain regional boundaries. There are, properly 
speaking, no all-Jndia castes. Small sub-castes may be confined to ·very small 
areas but the large caste groups are found spread over a relatively wide 
region whose limits are usually coterminous with tbelinguistic region. 
Hindu society may thus be said to be composed of groups of speakers of 
the major .languages stntilied into castes and sub-castes. In this context, 
the .concept of regional society forms an overall framework within which 
the castes function. 

Social bonds and feelings are based on frequent communication and com: 
mon interests and ways of life. Birth. occupation, wealth, rank, etc. can form 
the basis only of a stratified society. If the objective is to create an open 
society which disregards. caste, dassor religion the only possible basis is 
that of the neighbourhood and the local area. In my opinion, the largest 
area basis on which a meaningful attempt to create such a society can be 
made in India. is that of the linguistic ~egion. The smallest of such regions, 
outside the big Hindi block, namely Assam and Kerala have populations 
larger than those of Portugal or Sweden and the largest, Andhra, has a 
population larger than that of Spain. 

The extent of the area over which a comparatively weIl-knit society can 
be created is dependent on ease of communicatioB and the degree of mobi
lity. The coverage of a large area in: a predominantly agricultural society 
is relatively more difficult than in a highly industrialised society and rela
tively less difficult in a new colony than in an area of old societies with long 
continuous histories. In the colonies of the Europeans, elements from vari
ous European countries have been fused together, while the separateness, 
even in modern times of. what m comparison with Indian States appear to 
be, small units such as Finland:, the Scandinavian or Benelux countries, has 

• Que.t, Vol. III, No.2, October-November, 1957, pp. 41-44. 
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been fully and vigorously maintained. Even in the colonies. real fusion has 
been possible only where deliberate attempts were made to obliterate 
the older linguistic and cultural identification and to postulate the creation 
of a new culture. Where this has not happened. as with the French in 
Canada or with the Dutch and the English in South Africa. there is marked 
separateness of regional linguistic societies. Therefore. the concept of a 
single Indian Society in the sense in which English society or French society 
can be said to be unified is obviously impracticable. even if it were desirable. 
It is undesirable because. as in the case of the colonial societies. such homo· 
geneity could be achieved only by the deliberate suppression of existing 
diversity which is the result of a long history of separate developments. 
The deliberately chosen federal form of the Indian Constitution. the 
enumeration of all the major languages in the schedule to the constitution 
and the history of the formation and reorganisation of provinces and statc, 
for the last fifty years. all support this view. 

On this basis integration appears as a two-fold process. The first is that 
of the formation of the primary regional societies and secondly that of the 
creation of a feeling of solidarity. of unity in diversity. among members 
of the different primary regional societies. The principal difficulty in the 
formation of regional societies is that of caste. The problem of the elimi
nation of caste has usually two important aspects. The first is the removal 
of the barrier bptween the Brahmins. Banias and other so-called "advanced" 
castes on the one hand and the middle peasant communities on the other; 
the second is a similar process as between rural peasant society and the un
touchable castes. In a number of regions the issue is further complicated \ly 
the presence of protestant or other groups outside the strict Hindu fold. as 
that of the Lingayats in Karnatak or the Sikhs in the Punjab. These pro
blems by themselves are difficult enough; however. to them have to be added 
to important sets of problems at two different levels. The first is that of the 
scheduled tribes. These are usually not fully integrated within the Hindu 
societies of their regions. To bring this integration about without upsetting 
their lives or disrupting their economies is one of the most important and 
yet delicate task that we confront. At the other level is the integration. with 
regional societies. of a number of non· Hindu minorities. The caste structure 
of Hindu society has. in the past. made it easy for a non· Hindu minority. 
whether local or immigrant. to find a place in the total framework while 
retaining its individuality. During British rule. the degree of integration that 
had been thus achieved was significantly lessened because of foreign rule 
and the deliberate encouragement to minorities by the British to emphasize 
their separateness. The process of fresh integration. in these cases. is spe
cially difficult where the minorities consist mainly of immigrant urban. 
trading or professional elements. With rural and local communities the 
difficulty created by difference of faith need not be found more difficult 
than that created by caste. 
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No special obstacles arise in the process of intensifying the feeling of 
solidarity as between members of the various regional societies. No elements 
among Hindus and most others have extra-national or supra-national tics 
and all these elements have shared, since historical times, 'common develop
ments in religious life and in intellectual and artistic activity, in spite of 
linguistic diversity. With increasing integration of e('onomic life and ease 
of communication the sense of a common heritage and shared development 
should grow. The growth could be helped greatly by an intelligent national 
policy, especially in the fields of education and culture. However, it is 
necessary, in this context, to solve satisfactorily and speedily two outstand
ing problems. Firstly, that of the building up of the language of the Union' 
simultaneously with development of regional languages and secondly that 
of the lessening of regional disparities through and in the process of econo
mic development. 

Even this summary statement makes clear that the problem we face is 
very much larger and more complex than that faced by any other country. 
Is it beyond our capacity to solve, and what are the forces that make for 
and against -its peaceful and satisfactory solution? 

The greatest obstacle in the way of a satisfactory solution is the amazing 
lack of understanding on the part of those in the highest authority in the 
country: This has been underlined by the manner in which the reorganisa
tion_-of States has been brought about; what should have been recognized' 
as the most proper and satisfactory basis of the process has been accepted 
only under compulsion of popular sentiment. And even now there is no 
e\'idence of a clearer appreciation of the structure of Indian society and its 
appropriate evolution. Unfortunately, the Prime Minister himself appears 
unclear. Many of his utterances and actions and in particular his persistent 
stand about the disintegration of Hyderabad indicate that his subconscious 
thinking is rooted in a North-Indian, predominantly Muslim, feudal, aristo
cratic past. It is therefore difficult to expect that in his pronouncements he 
would discriminate between the caste, the community; the religion and the 
region as bases of social groupings. 

A second disquieting feature of the existing situation is what might be 
called the "Nehru Cult". This consists in spreading the impression, espe
cially among foreign observers and members of the minorities, that the 
minorities are safe in India only as long as Pandit Nehru is in power. Those 
who make the allegation conveniently forget the historical fact that in no 
large society in the world, except perhaps the Chinese, was there in 
evidence, till at least the 19th century, a tradition of such hospitality and 
tolerance as in India and that the existence of the minorities in India 
today is entirely owing to this tradition. A particuiarly bad mani
festation has been the recent, inspired propaganda that if Muslims in 
Kashmir are allowed to join Pakistan the lives of Indian muslims will' 
not be safe. Without entering into the merits of the Kashmir dispute, it 
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is, safe to assert that if a partition of Kashmir on the Hindu-Muslim basis 
is found necessary. there will not be the slightest trouble in India. as long 
as the matter is explained in advance to the people and they are assured 
that proper arratlgements are made for a fair exchange of the populations 
and fOJ the safety of life and property of the non-Muslims.· The "Cult" is 
dangerous because it indicates that there exists among certain very power
ful circles in the country. ignorance of our history and u·aditions. distrust 
of OUI masses and a readiness to libel the whole nation for own ends. No 
integration elJlDtional or otherwise. of the Indian people could be achieved 
while such people wield power. 

The third adverse factor is the attitude of important elements in big 
business. among high ranking officials and among professionals and intel
lectuals in the largest cities. particularly Delhi and Bombay. To these. 
Indian integration means merely the integration of the top strata; tbis 
is integration in terms of interests and areas of influence for those OR top. 
leaving ellen their own private operations and lives at the level of the lub· 
caste, the community or the clique. Any idea of identification with the 
masses is anathema to these "select" at the top. Their attitude towards the 
people may most favourahly be described as that towards "wards". The 
view of the S.R.C, that half of the officials serving in the State must come 
hom outside that State represents this view of regional societies and their 
relation to the "Elite". 

This view and the present position of the different elements among the 
top strata is ((lund to be challenged by the emergence of conscious, regional 
societies. Iu. that event. slowly but inevitably, the balance will tilt in favour 
of the countryside and the poorer classes: their interests will begin to re
ceive attention and they will obtain a greater share of political power and 
of the Rational product. Decentralisation and egalitarianism will tend to 
become realities.. It is natural. therefore. that all those whose interests lie 
in cOtltinuance, of concentration of economic power. overwhelming in
fluence of urban, particularly metropolitan centres and centralisation of 
administration should oppose developments iD the direction of the ap
proach set out above., 

What are the faoors that could be set out on the credit side? Firstly and, 
in the long run, overwhelmingly. the most important factor is the age-long 
Indian tradition itself. From its ancient Hindu. Buddhist. Jain parallel 
developments through the comprehensive outlook of the Bhakti saints to, 
say. Ram Mohan Roy. Tilak and Gandhi, it has left sueb a deep impress on 
our masses that whatever their occasional lapses. a peaceful 'live and let 
jjlle', way out of our difficulties seems most likely to evolve. In favour of 
this view may be noted the rapidity with which normal conditions were 
reestablished after the great strain of the partition and the comparative 
ease with which they have been maintained in spite of grave provocations 
and continuous pressures, such as that of refugees in East India. 



EMOTIONAL INTEGRATION 501 

The second favourable factor is the evidence of some decline in the im
portance of the caste and community factor in many regoins_ It is true that 
this is not happening over all regions and that the pace is not rapid enough 
almost anywhere. The most important and striking recent example of the 
ability of our masses to transcend caste' andcammunal differences on a 
vital issue is seen in some notable results in the last elections in Maha
rashtra. The election in West Khandesh of a Parsi lawyer from Bombay, 
hardly known in the constituency, as against a highly respected and politi
cally influential Brahmin lawyer who had spent his life in the district, or 
the election in Ratnagiri of a person belonging to an old immigrant trad
ing community as against a Maratha of very high prestige are undoubtedly 
remarkable. Equally remarkable was the election in North Ahmednagar of 
a Mahar from Bombay as against a local high ranking Maratha from pea
sant stock and with large connections throughout the district. These results 
were never expected by even the most optimistic. 

It is sometimes said that these results show a mixed trend because they 
also exhibit tile triumph of regionalism as against an all-India view. Such an 
interpretation of the happenings is totally wrong. No question of regional 
interest as against all-India interest was involved. It was a protest against 
being s!ngled out for differential treatment and a protest against those in 
authority and not against the country or against national interests. To con
fose-the country with those who wield political power in it at any parti
cular time is an old trick of the authoritarians. 

Apart from these manifestations in the political field, my personal ex
perience in social and economic work, especially cooperative work among 
peasants, gives me ground for hope. I have found that the bulk of our 
people when confronted with real problems prove educable and with ex
perience of affairs tend almost naturally to take a progressively wide view_ 
Of course, this happens only if you take them into confidence and, treat 
them as equals. 

Lastiy, as a proof that the Indian tradition is alive and may soon become 
vigorous I would point to the life and work of Vinobaji during the last 10 
years. Here is one who in his life and philosophy attempts, as much as one 
human being can, a conscious and comprehensive combination of the 
realism and humanism of the Buddha, the logic and intellectualism of 
Shankaracharya and the mysticism and latent radicalism of the Bhakti saints. 
He lives Indian integration through actual contact with villagers in all parts 
of India and talking to them, as far as possible, in their own language 
against their own cultural background. He is inevitably, a decentraliser 
and an egalitarian, but he is also the most 'potent force in the creation of 
a genuine modern all-India ideology and an all-India common platform; 
he is also more actively insistent than anybody else in the participation of 
all in the creation of an all-India vehicle of linguistic communication. 
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As set out above, what I consider to be the adverse elements are seen to be 
in seats of political power or wielding great economic influence. What I 
consider to be the favourable elements are either in opposition or weak 
or disregarded ,b~ those in authority. Even so I am hopeful for the future; 
my optimism stems from the judgement that all the adverse elements 
shoold, in the main prove to be transitory, while the favourable elements 
are parts of our permanent heritage and are bound to exert a continuous 
long ten~ influence. 



SOCIAL CHANGE AND LIBERAL DEMOCRACY 
IN NEW STATES· 

THE problem on which I desire to set down a few observations relates to 
the transition in the new states from the existing social organization to 
a new one which will be more conducive to the working of a liberal demo· 
cracy. It is not necessary to describe in full the existing social situation 
in any particular country or region. It will be sufficient to point to the 
main relevant features. In what follows, discussion centres' round the 
situation in India. Attempt is, however, made to place it on as generalized 
a level as possible; so that it may, at least in part, have relevance to the 
situation in o!her regions such as, for example, South East Asia or the 
Middle East. 

The most important characteristic of the Indian social situation is the 
dominance of caste. The caste system places groups in society in a pre· 
det~fI!1jned, relatively ranking order, and one's position in the caste struc· 
ture is determined by birth. Theoretically, not only social status but also 
economic occupation was supposed to be determined by caste. However, 
occupational determination was, perhaps, never rigid, and during recent 
times this has been confined to preventing entry of members of some groups 
to some pursuits. Today, direct effect of caste in this regard may be con· 
sidered to be negligible. However, the historical importance of the factor 
in shaping the existing economic situation should not be minimized. This 
varies from region to region in India. In the Maharashtra region, the results 
of a number of field enquiries indicate close correspondence of the ranking 
in terms of (I) caste hierarchy, . (2) income levels, and (3) educational 
attainments of the three groups of urban, professional, priestly and trading 
castes; of the peasant, and artisan castes; and of the depressed, untouchable, 
low occupational and rural labour group. In talking of the social situation 
created by the caste structure, it is necessary to bear in mind these' lasting 
historical effects. They remain even where social ranking is no longer 
regarded, or where entry to any occupation or vocation becomes con· 
ceptually free . 

• Paper submitted to the Seminar on 4Representative Government and Publie 
Liberties in The New States', he:d under the auspices of the Cong'ress for Cul
tural Freedom in association with the School of Political Sciences, Pantios, 
Athens, at Rhodes in October 1958, and pub·ished in Arth4 Viinana, Vol. I, No.3, 
September 1959, pp. 177·186. 



504 WRITINGS ON ECONOMIC AND POLITICAL PROBLEMS 

Within the general framework of caste society, each group, caste or 
sub-caste w~s relatively self·regulated. There was overall determination 
of the ranking of the groups and of the behaviour of members of different 
groups towards each other. But within the group, social control was exer· 
cised by the group itself. This permitted the existence side by side of an 
immense variety of practices relating to dress, food and drink habits, 
religious worship, marriage customs, etc. Within the group, at least theoreti
cally, conformity to the group pattern of conduct and behaviour was 
rigidly enforced, but within the society as a whole great diversity from 
group to group was considered natural. 

Side by side of the numerically overwhelmingly important Hindus, there 
are a number of other sections of the populace distinguished from the 
Hindus chiefly on grounds of religious faith or worship. Some of these like 
Jains, Sikhs, or Lingayats represent indigenous developments; others like 
the Muslims and the Christians may be said to exist because of influences 
coming from outside the country. However, in a varying degree, the social 
structure of all these has been affected by the concept of caste. Some of 
these, especially those of Indian origin, have close connection with Hindn 
society; others keep apart. However, even the latter are divided into a 
number of communities or groups which are largely self·regulated. 

The whole structure was not completely immobile or rigid. There was 
always some movement, e.g. movements of individuals from one group into 
another, changes in ranking, emergence of new groups or disappearance 
of old ones, and entry of new elements into society. But all these were 
slow, chiefly marginal, and no formal or avowed arrangements were made 
for them. Moreover, there was little assimilation; the entry of fresh 
elements usually resulted in the creation of new groups_ It has been 
claimed that these slow and informal procedures allowed for admission 
of new elements without bringing about a sudden large change in their 
living or outlook and that the resulting tolerance of diversity proved of 
great value. It is equally necessary to emphasize that the process also 
prevented any "close integration or the emergence of any feeling of identity 
within members of different groups. Thus, in a state or region, the society 
which functions as a political or economic unit is socially made up of a 
number of large sections based on religious. ethnic, linguistic. etc. differ
ences, in each of which there are graded groups. The degree of social 
cohesion in such a society is necessarily limited and there is at least as 
much emphasis on difference and diversity as on sameness or common 
features. 

In discussing the process of transition it is necessary to remember that 
the primary group, the caste or the community, in this type of social organi. 
zation is an extended kinship group. It is usually within the group that 
marriage is possible or permissible and that all one'~ blood relations are 
found. It is within this group that close economic cD-operation has been 
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traditionally fostered and such -social security and welfare elements as 
exist have been provided. The continued hold of the group is. therefore. 
extremely strong; it shapes current behaviour. as is eVidenced by ihe 
universal complaints relating to nepotism and commlUlal feeling. Some 
modern d~elopments have helped to strengthen this hold. For example. 
the importance of credit and finance in economic life and of elections ann 
voting behaviour in political life have led to general attempts at exploitation 
of the old ties. though usually on " somewhat widened basis. 

Reorganization of social grouping involves. in the first instance, the 
rejection in ideological terms of the hierarchical. birth and status basis of 
present arrangements. This by itself is a difficult enough task, especially 
in relation to the frank acceptance of claims to equality of those lower 
than oneself in the hierarchical scale. A change in ideology is merely the 
precursor of a change in fact. The latter is a slow and difficult process 
which usually involves a change in marriage customs and habits also. As 
long as the older marriage customs continue. all that can be expected is 
a wider interpretation of the community so as to include many sub·castes 
or closely related communities. It will only be when the practice of young 
persons choosing their marriage parmers on their 0W1'I prevails that the . 
new family and kinship groupings may come to have no necessary connec· 
tion willi the old caste and community structures. However. this would 
itseJ!. impose a new limitation; that marriages would be limited to the 
group of habitual social intercourse of any set of young persons. And 
whether. in fact, the old community ties will be effectively dissolved will 
depend on the composition of these groups. If there exists educational. 
cultural, and economic stratification in society and this is closely related to 
the older caste and community groupings, the change in marriage customs 
will not result in making the new basis of social groupings much more 
wide or open thau before. Or. to put it in alternative terms. the extent 
to which the latter happens will depend on the extent of mobility in eco
nomic and educational terms in society. on the extent to which oppor
tunities are widely diffused and economic and cultural equality. in fact. 
obtain. 

The process assumed in the above paragraph. however limited its actual 
operation and effect. H itself dependent on the emergence of the concept 
of a regional or national cultural society. On the ideological plane this 
has been largely achieved. chiefly as a result of the nationalistic political 
sentimenL In the smaller and less complex states. the intelligentsia has 
successfully popularized the idea of a large cultural society based on 
common history and languages; elsewhere, as in India and Pakistan. within 
a wider cultural framework. the idea of large regional societies has emerged 
and has been accepted. It is important to recognize. in this proces.. the 
role of political feeling or sentiment. It is the. growth of this. essentially 
in its democratic form. that has served to undermine the prestige of -old 
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hierarchical structures and that can potentially build up a feeling of social 
solidarity transcending the old ties of caste and community. Political 
sentiment, attached to the concept of an emergent territorial society, has, 
therefore, a great part to play in the coming social revolution. 

What part would or could be played by the location, village or city in 
the concept of the regional cultural society? So far, units smaller than the 
state or the region do not seem to have been important in the /lowering of 
political sentiment. That is, however, no reason why in the actual working 
of a political democracy they should not prove important. The village has 
been the primary unit of political organization in a large number o( tradi· 
tional societies and has often evoked some emotional attachment. It is 
possible to make use o( this fact in operating a democratic political society, 
provided the socio-economic structure of the village itself becomes demo· 
cratic, and provided the state veSlS the primary unit with some element of 
autonomy. In traditional rural society, political and economic power rested 
in the hands of a limited number of groups, and the actual rural leadership 
could only notionally be supposed to represent and look after the interests 
of others. Socio-economic structures of the countryside prove more resis
tant to change than those in towns and cities, with the result that, today, 
the older neglected or oppressed elements feel usually more safe in urban 
areas than in the villages. This places some limitation on relying upon 
village leadership and autonomy as important elements in democralic 
working. At the same time, it is of the utmost importance that the politico. 
economic organization of rural areas should receive every consideration 
and due weight. This is because the rural urban imbalance in the newer 
states is extremely pronounced. 

The causes of this imbalance are not far to seek. The urban areas are the 
seats of most modern economic and political activity, and they are the 
initial recipients of the impact of the external forces which are pressing 
on traditional society. To an unusual degree political and economic power 
has been concentrated in the rapidly growing city and metropolitan areas, 
irrespective of the extent or pace of modernization or industrialization. 
Consideration of the social and political organization and life of urban 
areas thus becomes vested with particular importance. At the outset, an 
important difference as between the European and Asian developments 
Illay be indicated. Terms such as "civic spirit" derive special meaning 
(rom the history of the Greek city.states and the quasi.independent me· 
dieval European cities. There is little comparable to this in Asian history. 
In Asia the village might often be largely self·regulated and autonomous. 
The city on the other hand, was almost invariably administered directly 
by officers o( the political state. Its composition would be heterogeneous 
and the characteristic of the larger society - that of being constituted of a 
number o( independent sOlial groups loosely held together-would be fully 
exhibited in the towns, much more so than in the villages. The element 
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of autonomy. if any. would be reRected only within certain types of closed 
trade or craft organizations. Therefore. in terms of .ocio-political sentiment 
the city has little historical contribution to make. 

The prospects for the future in this regard may be best discussed in the 
light of current experience in the West. The experience is difficult to 
summarize. There is. however. a very large body of opinion which insists 
on the disintegrative effect of the large cities. the lost individual in them. 
and on the feelings of alienation and insecurity. Studies which emphasize 
the continued importance of kinship groups in large cities appear further 
to emphasize that the cities ordinarily fail to provide an alternative basis 
of social cohesion. In this connection. the findings of a study of the moral 
integration of American cities appear particularly instructive. These are 
that low moral integration. which may be interpreted as relative lack of 
civic spirit. is associated very significantly with heterogeneity and mobility. 

Heterogeneity and mobility are characteristics which are particularly 
marked in the growing large cities of the underdeveloped areas of the 
world. Heterogeneity is a function. as already indicated. of the structure 
of these .ocieties. Heterogeneity can diminish only to the extent that the 
process of integration. discussed above. gains momentum. At present. how
ever. there are no pressures at work in these societies such as operate. for 
example. on a fresh immigrant into the U.S.A. for adoption of a common 
patter~ Heterogeneity in the growing cities becomes marked because of 
the attraction that the city has for al1 kinds of elements from all regions 
within its economic pul1. The rapid rate of growth of these cities in 

. recent times has invited considerable attention. The rapid growth is due 
to high concentration of new types of economic activity in the cities and 
to great disparities in opportunities of employment and levels of earnings 
in these cities and the rest of the economy. "Consequently. in these cities. 
the feelings of alienation and insecurity among the mass of the people are 
bound to be highly pronounced. This would be al1 the more so because 
the immigrants have previously been members of close-knit groups and 
because the conditions of housing in the cities make family life wel1-nigh 
impossible for very large numbers. It is thus highly unrealistic to talk 'of 
the emergence of a civic spirit as a factor in the working of these new 
democracies. at least in relation to the mass of popUlation in the cities. 

How is the conception of national unity related to the smooth working 
of democracy in the new states and to the maintenance of public liberties? 
It seems often to be taken for granted that. firstly because a political state 
exists. people within it will be or. at least. ought to be imbued with a 
sense of national unity. and secondly that talking about national unity is 
in some way closely associated with a concern for the welfare of the whole 
society. Both these assumptions appear questionable. If the new states 
had come into existence as a result of a deliberate. free choice of al1 con
cerned (after a kind of universal plebiscite offering a number of alterna-
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tives). the first assumption might have some validity. In fact. nothing of 
this sort has happened. It is. therefore. not possible to ""y today that 
the boundaries of all States are coterminous with those of single national 
cultural societies. The whole of Korea is usually conceded to be one 
national cultural society; it is today divided into two obviously artificial 
units. How would the concept of national unity be expected to operate in 
this context? Malaya is currently undertaking a large experiment in the 
creation of a new regional society. A priori statements regarding national 
unity have little relevance to its case. Most outsiders may be ready ordi· 
narily to accept the idea of Indonesian national unity. However. one can 
imagine situations in which quite a number of them might argue plausibly 
that. say. Java and Sumatra did not form parts of one nation. Till the e.e 
of the partition of India. most outsiders did not recognize any force in 
the case for Pakistan. There are. perhaps. few groups of peoples in Asia 
more emotionally attached to their linguistic and cultural traditions than 
the Bengalis. And yet a political separation of Hindu from Muslim Bengal 
could not be avoided. How is the present situation in Ceylon to be de5-
cribed? What is the connotation. in this context. of the boundaries which 
divide states in the Arab world? And quite obviously the formation of 
political areas in Africa was determined for the most part more by the 
opportunities open to colonial powers in the 19th century than to anything 
else. 

Where the state. in fact. embraces a national cultural society and evokes 
feeling of attachment from the people. this should help the working of 
democratic forms. But where this is not so. appeal to claims of national 
unity is not likely to prove Useful. and may. indeed. be dangerous. Atten· 
tion may be drawn specifically to two types of situations. The first relates 
to the problem of the re-formation of states. Rigidity of the situation, in 
the face of a keen desire on the part of peoples to ro-form states by amal· 
gamation. division. etc.. has been a fruitful source of international friction. 
The rigidity is due to a large extent to a widely held prejudice in favour uf 
the stlltus quO' and the whipping up of emotional feelings. In the circum. 
stances it appears wise to refrain from doing anything wbich would pre
vent or obstruct a dispassionate re-examination of the boundaries of state •. 

Even more important. perhaps. than this is a feature of the internal 
situation. Most new states are heterogeneous in their social composition. 
and where they are large contain territories or regional societies which 
are not completely integrated. In this context. it is necessary to examine 
carefully the use of the slogan of national unity. It is. of course. possible 
naively to assume that ruling groups in a state are genuinely and solely 
concerne4 with the welfare of the whole society. But. in case one feels 
that this condition is not likely to be always satisfied, it has to be conceded 
that the cry of "national unity in danger" might be raised to distract atten
tiOD from either harsh and undue centralization or differential treatment 
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of ethnical. religious. regional. etc. minorities. Historically. nationalism and 
national feeling have proved sources of great intolerance. The only remedy 
against this is to deny any eulusive daim on hehalf of the national group 
and to insist on the principle of concentric loyalties. This leads to a proper 
recognition. on the one hand. of loyalty to groups or sub-groups within the 
state or nation and. on the other hand. of the concept of wider units cx
tending up to world government. 

In the absence of such a moderation of the claim of national sentiment. 
it is likely to be an instrument of destruction of internal liberties. The 
attainment of national unity should he considered a challenge to the leaders 
and rulers of the new states. It has to be achieved and cannot be taken for 
granted. 

We thus return to the central problem of social transition. Existing socie
ties in the new states exhibit very considerable vestiges of a hierarchical 
structure; they contain elements which. though partaking in the ordinary 
economic and administrative structures. bave yet not been accepted within 
the broader central society, and also contain elements which have either 
been plainly treated as external for all purposes or have been so dispossessed 
and discriminated against that they could have no feeling of identity with 
the rest. T-he problem is of moving on to a situation where a minimum 
degree of. integration and of cohesiveness within society will have been 
achi~vea If this is done, civic spirit and national unity will be exhibited 
in ample measure; if not, search after them "ill prove futile. 

The maintenance of some sort of equilibrium while successfully accom
plishing the transition will require great sympathy. tact. and patience on 
all sides. However. on the ruling and dominant groups, the transition 
will make much greater demands. They wil! have to show readiness to 
shed. with good grace, positions of prestige, privilege, and advantage in 
all directions social. political and economic - positions which they have 
come to hold through the operation of the traditional structure. If the 
transition is successfully and peacefully effected through action of the 
existing ruling groups themselves, democracy will be strengthened and 
no liberties will be endangered. 

What are the impending dangers in the process of transition? The situa
tion in- this regard differs greatly from country to country. The major 
common problems concern the behaviour of groups holding. in the main. 
political and economic power. In part, these represent vestiges of the older 
order and, in part, they are growths arising out of modern developmen~'. 
The vestiges belong to aristocratic, priestly, etc. classes, and are usually 
based on concentration of property in land; the new growths are related 
chieHy to the rise of modern business. It is generally agreed that the state 
must take an active part in breaking the power of the older groups. The 
removal of social privilege or disability, and the attainment of political 
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equality are acknowledged objectives of state action. Even in the econo
mic field action against older elements is welcomed, as evidenced by the 
universal interest shown in land reform programmes. However, when it 
comes to corrective or preventive action in relation to similar phenomena 
connected with modem business, there appears not only lack of unde,," 
standing but also concerted and strong opposition which is supported, 
evidently, by important elements from among the older democracies. 

The extent of economic inequality in the new states is greater, usually 
much greater, than in other parts in the world. Because of the peculiar 
structure of society, the direct and major benefits flowing from the posse,
sion and control of modem productive resources and activity are restricted 
to a small number of groups in this society. As economic development 
takes place and modem business grows, the wealth and power of these 
groups tend to be progressively increased. On the other hand, with the 
disintegration of traditional society the older types of security and pro
tective measures lose their operative force, and more individuals in rural 
society and urban artisan, etc., 'classes are dispossessed and cut adrift. 
Within the cities the concentration of wealth and power is glaring and 
naked, and the proletarian mass grows apace in number. As between the 
country and city, opportunities and standards differ widely. 

In this situation, without vigorous social action the economic or the so
cial problems cannot even begin to be solved. However, the groups that 
possess power and wealth are against any such social action. They wel
come and, in fact, deliberately bring about regimes of protection, sub· 
sidies, export and import control, etc., which give them a sheltered posi
tion within the internal market. They are anxious that public outlay on 
economic overheads in relation to transport. energy, and other systems be 
undertaken on a large scale. But they do not desire that the area of public 
trading or industrial activities be increased, or that concentration of econo· 
mic power be curbed through appropriate regulatory regimes, or that any 
significant social security or welfare programmes be undertaken; they wouid 
not accord high priority to large expenditure on mass education. 

Significantly, this opposition often takes the form of a cry for "economic 
liberty", for scope for individual initiative. and freedom for private enter· 
prise. To the "liberal" intellectual, drawn from the groups in which econo
mic power is concentrated in India, even such action as procurement and 
distribution of food in face of shortages or state encouragement of the co· 
operative efforts of small and poor producers appear as precursors of 
authoritarianism; and he talks of "production before distribution", whatever 
the phrase may mean. 

The private enterprise on whose behalf the cry is raised belongs, in the 
main, to the category whose position and practices would be clearly labelled 
as monopolistic in other countries. Even so, the cry is fully taken up by 
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many forces in the Western world. The international organizations betray 
a marked bias in favour of these interests when any loan, etc. programmes 
are considered. The activities of the large international combines and joinl 
investment groups inevitably result in strengthening the position of their 
counterparts in these new -states; and even the inteIlectuals from abroad 
preach to the peoples of these states on the merits of hastening slowly and 
the dangers and difficulties of over-egalitarianism. 

Domestic interests take full advantage of this climate of foreign opinion 
and put forward - it is unknown with what justification - the plea of foreign 
disapproval for not pushing ahead with "extreme" polide~. One has heard 
the whisper go round that there should be no talk of even partial "sociali
zation" of wholesale trade in food.grains, or that it was undesirable to 
press forward with the programme of (reating an essential nation·wide 
State Bank, because "the Americans do not like these things". 

It is contended that in the older democracies two elements effectively 
moderate the inHuence of pressure groups. Firstly, because of overlapping 
membership no group ever comes close to having the characteristics of a class; 
and secondly, the more powerful organized groups, those having privileged 
access to government, recognize the existence of unorganized or potential 
interest groups and pay some attention to their interests. In the new states 
neither-of these safeguards works. Because of the structure of these sode
ties,_...economic development leads to the groups previously in control of 
economic and financial activity acquiring the characteristics of a class and, 
at least so far, modern big business in these states has not shown itself 
enlightened enough not to abuse its privileged access to government. 

The supposed conJlict of equality and liberty is false. Egalitarianism in 
the context of these countries is a highly relative term. Nobody can or does 
contemplate a programme that will bring -about in these countries, in the 
near future, the degree of equality that exists, in fact, today in, say, the 
United Kingdom or Japan. The programme called "socialistic" includes 
little which is not accepted in principle and practised in, say, the United 
States under the anti·cyclical or social security measures and nothing which 
is not part of accepted government policy in the United Kingdom. It 
usually includes some enlargement of the public sector, so that basic, major 
investments are properly made and their fruits conserved for economic 
development and sodal progress; and aims at maintenance of stabilitv, 
stopping further increase in the concentration of power and wealth, mak
ing a beginning with the humbler forms of social security, encouraging 
decentralization, strengthening co-operatives, and making a beginning in 
the building of an open national educational system. Unless such a pro· 
gramme is rapidly pushed ahead, there is little hope of a peaceful sodal 
transition. In face of the concentrated and growing strength of big busi
ness in these countries, the only possible countervailing force is action by 
the state. 
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It has been argued that democratic forms have meaning only when there 
exists in society a basic minimum national level in education and when 
conditions of economic security and living are such that men do not have 
to worry about their survival. If this is agreed to, urgent implementatioll 
of the so-called "egalitarian" programme in the new States is no more than 
an essential condition for the functioning of democracy and the preser
vation of public liberties. 



VIOLENCE IN PUBLIC LIFE* 

THE levels of social conduct and operation in any society, are dependent 
on its traditions and its values. India has a long tradition of civilised social 
life. However, historically there have been frequent interruptions in tbe 
even tenor" of social "life and development. Further, a number of values 
related to older social organisations are not wholly appropriate to modern 
large-sized democratic society. 

In the immediate past, the base and form of political authority of British 
colonial rule were necessarily completely authoritarian. Furtber, this autho
ritarian framework imposed by a foreign colonial power did not hold 
indigenous social groups togetber in a cohesive frame as earlier autbori
tarian indigenous rulers had done; the fissiparious forces in Indian society 
were, in fact; encouraged to grow by tbe British. The main cohesive factor 
in the last decades of British rule arose out of the political anti-British 
struggle.· -

At-::independence, the entire administrative structure togetber with its 
authoritarian frame and disposition remained unchanged; the ruling 
stratum at the top was, however, radically changed in character. When tbis 
happened, a number of changes took place. First was the progressive loss of 
unity and cohesion among the new political rulers and, second, the failure 
to replace the old ideological or idealistic elements by similar elements 
appropriate to the changed situation. Barring tbe struggle for the for
mation lOf states on a linguistic basis, no new force emerged which could 
place tbe various social groups and communities ina region or in the 
country as·a whole, in a single cohesive frame. 

The characteristics of the administration and its processes remained un
changed. There was, however, continuous erosion of tbe fear of authority, 
which was the mainstay of colonial rule. This was the result both of tbe 
complete Indianisation of all personnel and of tbe top structure of political 
autbority being linked to continuous elections. There was no greater rap
port tban before between the adininistrator and the people and the c:ii~
tance, the callousness and the ultimate dependence on ,the' use of force, 
which necessarily characterised the colonial administration, continued 
as before. But, the sense of responsibility amongst the highest officials was 
greatly undermined because of tbe loss of power relating to ultimate 
decision-making which was now transferred to tbe politicals. , 

• Tho Realist, Vol. I, No.3, January 1967, pp. 16-19. 



514 WRITINGS ON ECONOMIC AND POLITICAL PROBLEMS 

At the same time, except for disturbinlf regulat: procedures in favour 
of particular persons or institutions, administrative action remained almo,! 
entirely within the purview of pf!icials, as those in political power would 
or could not give any new direction, or set a new pattern. We had, thus, an 
administrative structure which was almost as much alienated from the 
people and authoritarian in its attitude and outlook as before but which 
held itself much less responsible than before for giving positive direction 
to the administrative machine or for seeing that it did not break down. 
While the attitude of the administrator remained unchanged that of the 
politician in power exhibited progressively loss of ideology andidealis~ and 
greater assumption of realistic attitudes in relation to ,the acquisition and 
exercise of political power. 

In the exercise of political power, two features acquired significance. The 
first was that of democratic electioneering. This required large organisation 
and, as ideological fervour abated, continuously more money. The conti-, 
nuance of an ideological and sentimental bond as, for example, among, 
the followers of Dr. Ambedkar, or, possibly, among the Communists, might 
lessen the need for money; such cement was the most lacking in the ruling 
party. The need for money to maintain and operate their organisation 

,became all the greater_ 
The second factor was the intrusion of the state in economic affairs and, 

the adoption of a plan of rapid economic development. This vested 'in 
politicians and administrators considerable power in relation to regulation 
of details of economic life and, because of the many prohibitions and regu
lations accompanying the plan of development and because it led to the 
creation of closed markets and greater opportunities of gain in particular. 
situations, the exercise of discretion in regulation of economic affairs be
came closely linked to conferring of opportunities for making large gains. 

The possibilities of this linkage were appreciated by politicians very 
early. For the politicians and for the political machine, exploitation of 
tllese possibilities became necessary for their'-very existence and function
ing, but the use of these opportunities by the poli ticians led inevitably to 
a warping of the formulation and direction of economic policy and creating 
unintended and anti-social gains for the industrialists. traders and specu
lators. who were subjects of economic regulation, and for the whole ad
ministrative cadre who operated the system ,jn detail. In the ultimate 
analysis, the large growth of corruption in the last two decades, is due IJ) 

these twin sets of circumstances, viz. finance of electioneering and the possi
bilities afforded by administrative and economic regulations. 

Corruption was not absent during British colonial rule. ;For example. 
Depa~tments such as those of police. excise" registration were notoriously, 
corrupt. However. the extent of, corruption was checked by. on the, one 
hand. some fear of the highest authority. that is. British personnel. and 
by the limited possibilities open to the bribe-giver. As the opportunities 
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to the bribe-giver were greatly enlarged and as the highest ranking became 
involved in the process, it has become much more rampant, universal and 
on an enormously larger scale_ 

The decline of ideology has been noted as a prominent trend in the 
post-war western world, where the emphasis on equality also seems to have 
suffered a ,setback. Both these features may be associated with growing 
affiuence and a substantial increase in the 'standard of living of the lower 
strata. Conditions'in India are extremely different and we cannot afford 
developments paralIel to those in tile rimer western countries. For making 
peaceful economic progress, a cohesive and disciplined society is an essen
tial requirement in poor under-developed countries. Ideology sets high 
objectives before the people and enthuses them to incur hardships for 
their attainment. We' cannot, therefore, do without ideology. Also in a 
highly unequal society sum as ours, trends towards equality are extremely 
important. It is only if an egalitarian policy is actively pursued does it 
seem possible that the poor classes could voluntarily accept hardships or 
postponement of betterment_ 

The developing situation in India is thus highly inimical to those condi
tions of political and social stability which are essential for economic pro
gress. Not only is there no change in the autltoritarian and essentially 
unsympathetic attitude of officials, high and low, to the people at large, 
bur,. a{oo there is no evidence of' any dimunition of the importance of the' 
hierarmical principle, in the operation of our society. The composition of 
the top strata may mange, but privileged positions and the pomp and 
ostentation accompanying them 'remain. There is yearning after VIP 
positions, and special treatment continues to be accorded to VIPs even with 
obvious inconvenience to members of the public. In arrangements and 
operations at public places, railway stations, etc., high attention is given 
to tlte requirements of the dignitaries and affiuent, while there is almost 
complete neglect of the poor, the lowly 'and the distressed. 

The convention is concerned primarily with the recent growth of violence 
in most regions of India and in many walks' of lire. This manifestation of 
violence has not erupted suddenly; it is me,rely the extreme form assumed 
by the general, continuous growth during' recent years of intemperate 
behaviour and expression in public. The' convention must' condemn this 
tren<J; and must consider' what action even' private individuals or small 
groups can take to reverse or at least to contain it. At the same time, at. 
tempts must be made to' discover factors that are respo~sible for setting 
tlte trend in motion. It is only iit the light of such diagnostic effort that 
one could suggest measures to deal with the situation whim could have 
lasting effect. " 

In tlti. brief note I can' put forward only a summary of what mllst be 
considered as a personal view. I consider that the prevalence of callousness 
and the growth of corruption' in 'our society; especially among the upper 
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strata and the governing classes, combined with changes of attitudes and 
expectations on the part of large sections of the governed are responsible 
for recent developments. Factors making for the growth of corruption have 
been indicated above. 

CalJousness, or what appears as such today, has been always with us. 
TraditionalJy it has been associated with the hierarchical and authoritarian 
structure of our social, political,economic. fabric. It was heightened by 
the compartmentalization of Indian society into relatively .malJ >lnd fairly 
sharply separated caste and community groups. Forces evoking feelings of 
broad, general loyalties were always somewhat weak. Therefore, most 
people showed concern about the well·being of those belonging to their 
own group and for the most part paid little attention to the fortunes Or 
interests of the rest. Attitudes born out of the old order continue in the 
present to a large extent. The principle of hierarchy and tbe practice of 
ranking remain generally prevalent and the division by caste and com· 
munity has still wide·ranging effects. Apart from tbis, attention may be 
drawn to two special aspects of what I consider to be current callous 
bebaviour. 

Tbese are neglect of or indifference to the poverty and distress tbat sur· 
round you, and readiness to break the law or indulge in behaviour which 
inflicts high social costs, or involves long· term social damage, for even 
trivial gains accruing to oneself or one's own social group. The former is 
fully exemplified in ostentatious expenditure and wasteful and high level 
consumption of !ood which has been growing in ceremonials, festivities 
and feastings everywhere during the last decade, and which has not abated 
even in the difficult period since 1963. The latter is most frequently seen 
in the universal readiness to break the law or to give bribes to obtain small 
advantages or preferential treatment. 

It is notable that a politician of standing who had held the· highest 
offices in tbe land, bas been known to have publicly justified bribe giving. 
The readiness to give bribes in order to obtain small, temporary advantages 
for oneself is a sign of both. the callousness and the corruption that per· 
vades our society. Entertainments Ql" other apparently small favours 
accepted by politicians or high officials arc evidently DOt considered as 
corruptive by themselves. By, the' public at .large. these are considered as 
evidence of the close collaboration of the bigher officials and the politiciam 
with members of ti,e vested interests; these stand to profit most by obtain· 
ing discrimina'tion in their favour and are in the best position to distribute 
large or small favours, covert or oven., It is only against tills background 
of the total situation tI,at we can understand the prevailing growing trend 
towards intemperate behaviour and violence. 

Fear and dread of authority no longer prevail, The source of authority 
is not distant or unknown as in British #mes. Its susceptibility to in. 
digenous local influences Is growingly in evidence. Its exercise is often seen 
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to be weak and halting. Respect. love or sense of participation have not 
replaced fear and dread. at least not to a sufficient extent. Continuous 
callousness and growth of corruption among the ruling classes have pre
vented such a changeover of feelings. -Added to- this, or another manifesta· 
tion of it, is the growing loss of confidence in the efficiency and even the 
justice of got-emment. In"artumber of states not only has confidence in 
administration and justice been greatly undermined but also a proper con· 
sideration of complaints or a~tention to grievances is no longer expected. 

What has been set out above with particular reference to state adminis
trations and politicians has universal validity and application. It applies 
to exercise of authority and operation of the administrative apparatus of 
all organisations - official. semi..,fficial. private -'- in all other sectors
economic, social. educational etc. As the total result. a proverbially docile 
people have been driven to a stage where intemperate behaviour and per· 
chance violence appear to them the only means of calling attention to their 
distresses and grievances. 

If the above analysis is correct. preacIting of noti-violence and condemn
ing violence IS by itself Bot enough. In some cases. as in' Bombay city 
recently. sucIt preaching may as a matter of fact be associated closely with 
the prot~ction -of vested interests. While. therefore. violence must be con· 
demnedand intemperate behaviour discountenanced. means must be found. 
at -tire same time. to do something about the conditions that generate 
violence. The convention would be considering the problems on a non
party basis; it would be concerned not primarily with the behaviour of 
politicians and political parties. but with that of the large bulk of the 
people not actively associated with politics. The convention has thus to 
try to inftuence. in the first instance. individuals and social groups outside 
of politics hoping that the inftuence of such action will ultimately affect 
the politicians. the administrators and tile people in authority everywhere. 

The situation is so serious that the mere expression of opinion or the 
passing of resolutions would prove utterly insufficient. The convention ha~ 
to attempt to initiate action which may be expected. in time. to have im
portant repercus>ions. In the first instance. such action has to be defined 
in terms of individual behaviour and behaviour of such smaller social 
groups as can immediately join in. Ultimately. it is the standing and im
portance of the individuals and the inftuence of their overt articulated 
behaviour that is expected to be effective. This programme of individual 
action has to be related to all aspects indicated above: to violence and to 
what I have defined as callousness and corruption. Standards of public 
behaviour are. I believe. a function of all these. 

It is not necessary to spell out in detail what might be the sarts of obli
gations that the individuals who commit themselves to this programme 
!JIight undertake to observe. Firstly. it would involve eschewing violence 
and intemperate behaviour or language on one's own part and dissociating 
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overtly anq publicly with all those including newspapers or other media, 
who indulge in these; added to this one must accept the responsibility, 
wherever possible, to intervene and ,prevent manifestation of violence or 
intemperate behaviour. Similarly" in·relation ,to corruption: taking tlle 
greatest precaution, that in any of one's own activities one does not extenu 
or accept a favour likely in the least td in8uence the social or political 
process in one's family's or in one's group's favour directly or indirectly; 
also one explicitly dissociates oneself with persons. known to be so in
fluenced or so in8uencing. and dissociates with all functions. ceremonie~, 
etc. which obviously have such, intent even, if indirect. 

Direct individual action in the sphere of callousness is more difficult to 
define. One could at least abstain from asking for privilege or special treat· 
ment if highly placed and use such in8uence as one has to get attention 
paid specially to the poorer and lowly. Moreover, one could abstain from 
such ostentatious display or expenditure as is unseemly in an individual 
citizen of a poor country in great distress. At least, in terms of expenditure 
at festivities. ceremonials or in social entertainment, one could display a 

. very high sta~dard of self·imposed sumptuary regulation and one could 
overtly and explicitly dissociate oneself from all ceremonial festivities aud 
entertainment, in which minimum standards of these are disregarded. This 
is merely indicating an approach which I am sure a set of earnest persons 
could easily elaborate. 
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