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PREFACE

The first five chapters of the book, which deal
mainly with the past, are based on material collected
in Holland and India Office, London, in 1927. In the
chapters dealing with Currency and Population I
have made considerable use of material taken from
my Essays on Indian Ecomomic Problems (1922) and
The Population of India (1925). The material has, of
course, been carefully revised. -

For help in the preparation of the volume I am
under- many obligations. My grateful thanks are
due to Professor Bhupal Singh for many valuable
suggestions; to Mr. Bijlsma, in charge of the colonial
records in the Rijksarchief, the Hague, not
only for giving me personally all facilities for the
study of the valuable documents under his charge,
but for his kindness in getting copies of selected
documents made for the Punjab University Library;
to Professor Chiranjiva Lal Mathur for reading the
whole manuscript and critically reviewing it, which
led to many corrections, alterations and improve-
ments in the text; to Professor H. T. Colenbrander
of the University of Leiden for more things than I
can mention here ; to Mrs. Durga Parshad, without
whose kind help it would have been impossible for
me, during my very short stay in London, to get
together the material used in Chapter V; to the
Editors, Indian jJournal of Economics, Allahabad,
Weltwirtschaftliches Archiv, Kiel, and Wirtschafts-
dienst, Hamburg, and Messrs. G. A. Gloeckner & Co.,



Leipzig, for permission to use my articles, etc.
published by them,; to Mrs. Horst and the late
Dr. A. K. Horst, my kind and unforgetable hosts in
Leiden; to L. Labhu Ram, Librarian, Punjab Uni-
versity Library ; to Mr. Th. J. G. Locher who gave
me considerable assistance in the interpretation of
old Dutch; to L. Ram Lubhaya, Librarian, Punjab
Public Library; and to the Syndicate of the Punjab
University who made it possible for me to study some
of the original sources of Indian economic history in
foreign countries.

Though all possible care has been taken in writing
and printing, I can hardly hope that all errors in the
text, or in the many arithmetical calculations involved
in the discussion of present problems, have been
eliminated, and I shall feel indebted to any reader
who directs my attention to any such mistakes.

August 1929. BRIJ] NARAIN.

® Erghty Years of Punjab Food-Prices, 1841—1920, 1JE, Apnl, 1926,
Exchange aud Prices in Indra, 18731924, W, A., April, 1926. Much of the
wmformation contained in the chapter on Industries and some 10 several other
chapters 18 taken from reports written for W D. In Chapter XXVI I have
used Koelner Vortraege, Bd, II, pp. 62—76  Das Kreditwesen sn Indsen,
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PAST.

Introduction ........ R e ciee. Pe XX

Chapter L—The Ordinary Labourer and the Artisan,
pp. 1-26.

The evidence of contemporary writers from 1583 to 1638 suggests
that the necessaries of hfe at the end of the 16th and in the first
half of the 17th century were abundant and extraordinanly cheap,
1-8  The most common rate of wages for ordmary unskilled work
m the time of Jahangir was about Rs. 3, 13 According to the
prices of the principal food-grams and ghs given mn the A, the
rupee at the beginning of the 17th century was worth about 13
times as much as the rupee to-day, 21 Wages of common labourers
and artisans 1n the time of Jahangir, m terms of purchasing power,
were not lower, and in some cases higher than the wages earned by
the same classes at the present time, 23 The hand-weaver, repre-
senting the largest class of hand-workers 300 years ago, was much
better off than the hand-weaver to-day, 25 .

Chapter II.—The Tiller of the Soil ..... pp. 27-49.

The land revenue under Akbar and in the 17th century was the
principal, 1f not the only source of Government revenue hence the
high proportion of gross produce that it represented, 30 The Am
suggests that the system was not worked with harshness, 31 The
produce of the soil under Akbar and Jahangir was shared between
two parties only, the State and the cultvator, 32 The average
yield of land 300 years ago was greater than now, 33. Smaller
numbers 1in the absolute sense were dependent on the land and a
smaller proportion of the total population was supported by the
land the average holding mwst, therefore, have been much larger
than what it 15 to«dav, 33 We are thus able to understand that the
cultivator under Akbar and Jahangir paid the value of one-thurd
of his gross produce as revenue and still lined to cultivate the
land, 35 The batos tenant to-day, even mn canal irnigated tracts, s
decidedly worse off than Akbar’s cultivator, 39 Estimate of agn-
cultural mncome of ordinary cultivators of the Punjab in 1925-26
gross mcome 1314 crores, net income 774 crores, net per capita
umcome 66 4 rupees, average daily net income from agriculture per
worker with 2 dependents 9 annas, 40-45. The chief cause of the
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poverty of the cultivator is the excessive numbers dependent on
agriculture, 48,

Chapter III.—The Merchant........... ... pp. 50-65.

Imports in the 16th and 17th centuries consisted mainly of articles
of luxury meant for the upper classes, 51. Cotton goods formed the
bulk of the exports, 52. There were three great centres of the
export trade, Cambay, Bengal and the Coromandal coast, 53. De-
mand for Indian cotton goods was not limited to the East African
coast or the Dutch possessions in the East. There was a keen
demand for them in England and Europe, 55. Other articles of
export were indigo, silk manufactures, iron and steel, opum, lac,
myrobalans and drugs, 55 The balance of trade and the balance
of payments were in our favour; India then, was a creditor country,
56. The export of gold and silver was prohibited under pain of
death, 57. Our large and profitable foreign commerce suggests the
existence of a numerous and wealthy merchant class, 57. This is
confirmed by contemporary evidence, 59-65.

Chapter IV.—Indian Shipping ..... cev....pp. 66-84.

In the 16th and a large part of the 17th century a considerable
portion of our foreign and coasting trade was carried in Indian
bottoms, 66. Indian seamen were not afraid of putting to sea in
bad weather, but the essence of Indian, as of European navigation
in those days, was adaptation to stable seasons and avoidance of bad
weather, 68 Ships made of Indian timber were well adapted to
navigation in Indian seas; “here are many Indian vessails that in
shape exceed those that come either out of England or Holland,”
70. Both the English and the Dutch had some of their ships built
in India, 71, Chief cause of the decline of Indian shipping. neglect
of sea-power by the Moghul Kings, 72-8. Both the English and
the Dutch attempted to exclude practically all Indian shipping from
the coasting and over-seas trade, 79-81. The question of developing
an Indian mercantile marine, 82.

Chapter V.~—Famines .............. ceenas pp. 8s-107.

There is no evidence to show that epidemics and famines “eon-
stantly swept away large numbers ” in the 16th or the 17th century,
or that famines were more frequent then as compared with the
present time, 85-8. The Moghu! Kings were not indifferent to the
sufferings of the people in a time of famine, 90. A study of prices
of food-grains over long periods‘ coarse rice in Bengal, 225 years
(1700-1925) ; wheat at Farukhabad, 119 years (1803-1921); rice at

elgaum, Poons and Ahmedabad, 98 years (1824-1921); wheat at
six stations from 1861 to 1921; and wheat and rice in India for
the same period. It is found that penods of abnormally high prices
do not recur at fixed wmtervals, 99,
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PRESENT.

PRICES

Chapter VI.—The Rise of Prices after 1861. The
Evidence of Settlement Officers .. .. .. . pp. 108-128.

Before the era of railways there were violent fluctuations of prices
from year to year and great vaniations in prices in different places
at the same time, 109 The price of food-grains at the present
time 1s governed by causes which are of world-wide significance,
112, The nise in food prices in the Punjab began after 1861 in
several districts of the Province higher assessments were imposed
on the ground that prices had nsen after 1861, and the evidence
of the Settlement Officers cannot be lightly ignored, 116 Review
of the nise of prices in various districts Jullandar, 116, Gujranwala,
118, Amntsar, 120, Jhelum, 121, Ludhiana, 122, Shahpur, 124,
Ferozepore, 125; Montgomery, 126, Karnal, Rawalpindi and Gurdas-
pur, 126-27

Chapter VII.—The Rise of Prices after 1861. Statisti-
cal Evidence ... ......... ceve < ou...Ppp. 129-160.

Meaning of a smoothed curve, 129 Smoothing may cause stability
to appear where according to the original data there is none, 130
To determine the precise point of time when prices began to rise
or to fall, the origmal data, and not the general trend, should be
consulted, 134, Food prices in the Punjab were lowest in the
decade 1861-70 They rose and fell in subsequent years but they
never returned to the lowest level touched n this decade, 138
The failure of prices in each successive decade to return to the
lowest level touched in the preceding decade shows “a marked
upward tendency” in the prices of food-gramns after 1861, 141
The most important cause of the nse of prices was the develop-
ment of communications, 141-43  Other causes mfux of silver
from Europe, 144, increase mn cost of cultivation, 145

Chapter VIIL.—The Rise of Prices in India before the
War and the Report of the Prices Enquiry Committee,
pp. 161-188.

The year 1905 marks the beginning of a period of farmune prices
without famine, 162 The Prices Enquiry Commuttee of 1910
found that the rise of prices in India was greater than mn other
countries, and concluded that it was due to causes pecubiar to India,
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163. Probable causes of the rise of prices: comparative shortage
of supply, 164; ncreased demand for commodities, 166; expansion
of communications, 167; growth of credit, 167; increase in the
circulation of rupees, 167 The Government of India took the view
that there was “an almost precise parallelism” between the growth
of population and the extension of food cultivation in 1890-1912,
but they agreed with Mr. Datta that (1) the extended use of
credit had an important effect on prices, and (2) there was no
mflation of the rupee circulation, 168-69. Credit circulation n
India, however, is small, 171, The rise of prices was connected
with the nature of our currency system, 174, Before 1893 hoarding
and melting accounted for about 45 to 50 per cent. of the coinage,
176. Further, in the triennium 1905-06 to 1907-08 the net coinage
of silver exceeded the net coinage in any period of five years before
the closing of the mints to the free coinage of silver, 177. When
a country’s currency consists of token money, which is not fully
convertible into gold for alrpurposes. the currency tends to become
reduadant, 177-81. That exchange remamned fairly stable between
1899 and 1912 is no proof that there was no inflation, 183 The
Prices Enquiry Committee under-estimated the growth of currency
and over-estimated the growth of business, 183-88.

Chapter IX.—Indian Prices during and after the War,
pp. 189-203.

The two chief features of the movements of our prices during the
War and the two or three years immediately following it are (1)
greater rise in the prices of imported than exported articles, and
(2) smaller extent of the rise as compared with that in other
countries, 189, Prices rose to their highest point in 1920, after
which they fell, 192. Inflation accounts for a large part of the
rise in the prices of articles produced in this country and exported,
196. The rise in the prices of manufactured goods was mn a farge
measure due to shortage, 197. Prices in India are at the present
time determined by competition, not custom, 199. The rise in the

prices of food-grains is not an unmixed blessing to an agricultural
country hke India, 200.

CURRENCY.

Chapter X.—Indian Currency, 1835-1897, pp. 204-216.

The rupee was made a standard coin m 1835, 204 Gold coins
ceased to be legal tender in the same year, but by the proclamation
?f 1841 gold coins struck under the Act of 1835 were received
x_nto public treasuries, 206. The proclamation of 1841 was withdrawn
in December, 1852, 208. The discovery of gold in Australia and
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California ncreased the demand for gold, and Sir Charles Trevelyan
argued the case for introducing gold into circulation, 208-10 Public
treasuries were authorised to receive and pay out sovereigns n
1864 at the rate of 10 rupees, which was raised to Rs 10-4 in 1868,
210. The situation was changed by the fall in the gold value of
silver which commenced in 1873, and which (1) increased the burden
of the Home Charges, (2) tended to check the investment of
foresgn capital in India, (3) lowered the gold value of salaries
pard to Europcan employees of the Government, and (4) made
foreign trade a gamble 1n exchange, 210-12. Acting on the adwice
of the Herschell Committee the Government closed the mints to the
free cotnage of silver in 1893, 214 An attempt was made to
stabilise exchange at 16d, but exchange continued to fall till January,
1895 It then rose gradually and nearly touched 16d n the latter -
part of 1897, 215-16

Chapter XI.—Indian Currency, 1898-1914, pp. 217-225.

Tre Fowler Commuttee appointed in 1898 recommended that a gold
standard with a gold currency should be established in India The
L.ndsay scheme for the ntroduction of a gold standard without a
gold currency was rejected by the Committee, 218 The Govern-
ment accepted the recommendations of the Fowler Committee but
between 1901 and 1913 the Indian currency system developed along
the hines of the gold exchange system. The chiel matters of in-
terest i our currency hustory in this period are: the mvestment of
the Gold Standard Reserve in sccurities in London; the formation
of a rupee branch of the Gold Standard Reserve (abolished in
1914) , the diversion in 1907 of profits of rupee comage for capitat
expenditure on rajlways, and the sale of Reverse Bills in the ex-
change crisis of 1907-08, 220-23 The Chamberlain Commussion,
appomted mn 1913, approved of the measures adopted by Governs
ment to maintain the exchange value of the rupee and recommended
that Government should make a pubhic notification of their intention
to sell bills 1n India on London at the rate of 1s 3 29({32d whenever
asked to do so, 205 The Commussior did not recommend the in-
creased use of gold in the intemal circulation, 224.

Chapter XII.—Indian Currency, 1914-1920, pp. 226-238.

The successful working of the gold exchange system depends upon
steadiness in the price of silver, 227. The nise n the price of
silver in September, 1917, to 554 put an end to our gold exchange
system, 229 The Babington-Smuth Comnuttee, appomted in 1919,
recommended the raising of the exchange value of the rupee to
2s gold, 229 The Government accepted the recommendation, but
the attempt to stabilise exchange at 25 failed, 231-33. The heavy
fall 1n exchange in the year 1920 was accompanied by a heavy fall
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m the price of smiver, 235. Exchange and bulhon value of the
rupece from 1873 to 1927. the two moved together in 1873.94 and
1917-21, 236-38. -

Chapter XIIL—The Gold Bullion Standard, pp. 239-260

The Hilton-Young Comnussion, appomnted in 1925, condemned the
gold exchange system as inautomatic and inelastic and recommended
the adoption of the gold bullion standard, 240 Under this systeth
(1) all forms of token money will be convertible into gold bullion
for all purposes; (2) a new ofganisation, called the Reserve Bank,
will be created to control the entire credit and currency policy
of the country, thus putting an end to the existing system of
divided responsibihity; (3) the Reserve Bank will be bound by
Statute to buy and sell gold at rates determined with reference to
the gold panty of the rupee in amounts not less than 250 tolas,
241. In practice the Reserve Bank will not be called upon to give
gold except for monetary purposes, that is, for export, 242-44. The
gold bullion standard will carry India far along the road towards
the “ideal’ currency system, but 1in view of the ignorance and
ilhteracy of the masses, a currency practically inconvertible into
full value coins for internal purposes is not an ‘ideal’ currency for
India, 245 It was the conviction of the highest financial authorities
in India (1925) that the only way of remedymg the defects of
the existing system was by establishing a gold standard with a gold
currency in circulation, 247, The gold standard plan recommended
by the financial authonities could not be introduced without the
co-operation of London and New York, which was not forthcoming,
251. The steady increase in the absorption of sovereigns into circula-
tion between 1900 and 1914 shows that before the War there was
a genumne demand for gold for currency purposes in India, 251-57.
Indian public opmion is overwhelmingly in favour of a gold currency,
and this is * the most sohid argument” in favour of a gold currency,
257.

Chapter XIV.—Adjustment of Rupee Prices to the Rate
of Exchange .......... et pp. 261-279.

The Hilton-Young Commission recommended the stabilisation of
exchange at ls. 64. manly because they thought that at this rate
prices in India had attained “a substantial measure of adjustment
with those in the world at large,” 261. A detailed study of the
movements of Indian prices in relation to gold prices shows that
the fall in Indian prices which commenced in 1925 was 1n sympathy
with the fall in European gold prices. In the first half of 1925
while prices in the United States remained fairly steady, gold prices
in Europe fell appreciably, 266-69. In a study of the price move-
ment in relation to the exchange movement it is always desirable
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to nvestigate the causes of the rise or fall in the prices of individual
commodities, 271, Between March, 1924, and September, 1925, the
gold value of the rupee rose 24 per cent, 272 Qut of a total of
50 articles whose prices are exammed, the prices of 32 remained
unchanged or rose; as regards the remaining 18 articles, m some
cases (turmeric, sugar, cotton and coal) the fall of price was due
to causes other than the rise of exchange, 276. When the price of
a commodity falls at a time when exchange 1s rising, 1t is wrong to
infer that the fall in price must be due to the nise of exchange,
276 The nise of exchange in 1922-25 1s explained by the financial
policy of the Government, aided as it was by good monsoons and
favourable trade balances, 278

Chapter XV.—Exchange and Prices. Past Experience,
pp. 280-308.,
A study 1s made of the relation of prices to exchange from 1873
to 1924, divided into four periods. First period, 1873-95. while
exchange fell heavily, prices rose to a neghgible extent, 281-84,
Second period, 1895-98 prices were tending to fall while exchange
rose, but left to itself exchange should have fallen, 284-80 Third
period, 1898-1914: exchange remained stable while prices were rising
rapidly.  Fourth period, 1914-24 the rise of exchange in 1914-20,
the fall 1n 1920-22 and the subsequent improvement in exchange are
not explained by the relation of Indian prices to prices in the United
Kmgdom, 293-95 The experignee -7 France and Italy also shows
that the l.eory of purchasing power panty is not a complete ex-
planation of the rise or fall ;n exchange, 296-98 Factors which
wfluenced Indian exchange during the War (1) favourable trade
balances, (2) exceptional disbursements in India, (3) decline in the
imports of gold and silver, (4) nise in the price of silver, 299-303
Exchange fell in 1920-22 owing to unfavourable agricultural ¢on-
ditions and adverse balances of trade, 304 The relation between
exchange and prices 1s not simple, 304-07

POPULATION

Chapter XVI.—Movement of the Population,

ppP. 308-317.
Between 1872 and 1921 the population of India increased 20 per
cent, 309. The movement of the population 1s irregular- 1872-81
small increase (15 per cent) on account of the famine of 1876-78,
309; 1881-91 a period free from any exceptional calamuty, increase
96 per cent ; 310; 1891-1901 famine and plague, increase 14 per
cent., 310, 1901-11 “moderate agricultural prospenty,” increase
64 per cent, 1911-21 heavy influenza mortahty, increase 12 per
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cent, 311 The rate of growth in India is slower than that of the
Jeading countries with the sole exception of France, 313-17

Chapter XVII.—Birth and Death Rates and Mean
Duration of Life ...................... pp. 318-331.

Birth and death rates in India are high and they show no tenduncy
towards a fall, 318-19. Infant mortality is high and shows no de-
finite signs of decreasing, 320 On account of differences in climate,
social and other conditions the average expectation of life in India
is much less than in European countries, but it 1s remarkable that
the expectations of life in the case of both males and females i1n
1911 were at all ages below those of 1891, 320-23 How the mean
duration of hife is calculated, 325-30. The meanming of a life-table,
330.

Chapter XVIIIL.—Age-distribution. Sex. Marriage.
Density. Urban and Rural Population, PP- 332-343.

Age-distribution takes a pyramidal form. The age-pyramid in the
case of India has a very broad base and a very narrow point, 332
Sexr —Excess of males over females in the total population and
decrease in the proportion of females to males between 1901 and
1921, 333-34.

Marriage: three chief features of Indian conditions relating to
marriage: (1) universality of marriage, (2) early age of marriage
and (3) large proportlof GI%R~"" s 18 _Economic prospenity or
adversity has lttle effect in India on the number of the married,
336

Density~There are great variations in density within the political
divisions of the country, 339. In India agricultural conditions are
of greater importance in determining the density of population than
industrial or commercial development, 340. Irrigation as a factor
in determining density, 340. Where irngation is of less importance
density depends on rainfall, 341.

Urban and Rural Population.—Rural population 1s about 90 per cent.
of the total, 342 | Places which are losing to the cities are not the
smaller willages but the mddle-sized country-towns, 343

Chapter XIX.—~Occupations of the People
PP- 344-360.

Statistics of population classified according to occupation show a
decrease in the proportion of the population supported by industries
and increase in that supported by agriculture between 1901 and 1921,
344-49. This is true of the country as a whole and also of differ-
ent Provinces, 349. The chief cause of this tendency is the decline
of hand-industries owing to the competition of machine-made gordls,
350. Pressure of population on agricultural resources 1s mncreasing
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Punjab, 352, United Provinces, 353; Bihar and Orissa, 354 There
1s room for expansion in Assam and Burma, but it may be doubted
whether 1t would be possible to dump in these two Provinces the
whole of the surplus agricultural labour of the belt stretching from
the Madras Presidency east and north through Bengal, Bihar and
the United Provinces, 355-57. India’s losses by emigration are very
small; emgration offers httle hope of relieving the pressure of
population on the land, 357-58. The possibilities of improving the
condition of the rural population by the establishment of rural in-
dustries are extremely limited, 359 Conclusion. non-agricultural
industries must be developed, 360.

AGRICULTURE

Chaptet XX.—Improvement of Agriculture, 4¢o

Pp. $56-379.
There was a considerable expansion of the area under food-grains
in the period 1895-96 to 1915-1C But both the area and the yield
since 1916 have been stationary, 361. The hope of increasing pro-
duction lies mainly in increasing the productivity of land, 363. India
exports both crops and manure, and this must tend to bring about a
gradual exhaustion of the soil, 363-67. Another obstacle to the
improvement of agriculture 1s the existing system of the owner-
ship of land and the sub-division and fragmentation of holdings
which are its inevitable results, 367. The process of consolidation
of holdings, when it depends on voluntary agreement, 1s a slow and
ifficult one, and there is no remedy against the sub-division of
holdings which does not involve interference with the laws of in-
heritance, 369. The Impenal Council of Agricultural Research has
been established, but agricultural research, valuable as it is, unaided
will not reform Indian agriculture, 370 The essence of agricultural
reform consists in three things- (1) diversion of surplus agricultural
labour to manufacturing industries by the adoption of an intensive
policy of industrialisation, 37073 ; (2) nationalisation of agricultural
land, 373-76, and (3) active participation of the State in agniculture,
376-79.

Chapter XXI.—Irrigation and Water-logging,

pp- 380-397.
The importance of irrigation vares in different parts of the country,
380 Irngation projects under construction or consideration, 381.
The rapid development of canal irngation 1n the Punjab has given
nise to a serious danger—water-logging, 382. Water-logging means
the nise in the level of sub-soil water which renders land unfit for
cultivation, 382 The approach of the danger 1s marked by certain
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well-known stages, 383. The water-logged arca in the Punjab is
about 125,000 acres; there is danger of expansion of water-logging
to the extent of 700,000 acres more, 383. The terms *spring level’
and ‘water-table,’ 384, Sources of sub-soil water: (1) percolation
from nivers, (2) rainfall, and (3) canal water Percolation of
water from rivers and rainfall do not cause water-logging, 385
The action of canals on the water-table is both direct and indirect,
385-86. In certain tracts equilibrium has been reached as regards
the inflow and the sub-soil outflow of water, but not in others, 386.
Historical adcount of water-logging. water-logging on the Westera
Jumna Canal about a hundred years ago and its terrible consequences,
387; water-logging in Sheikhupura, Hafizabad and Wazirabtad, 391;
Amritsar, 392, Remedies: (1) remodelling of the canal, (2) im-
provement of natural drainage, (3) water-proofing the banks and
the bottom of the canal, (4) replacing canal irrigation by (a)
irngation from wells and (b) pumping from subsoil (tube-wells),
393-95. The Mand: scheme is expected to provide cheap power for

Y the working of tube-wells, 396. Over-irrigation should be prevented,
396. The problem of water-logging is not insoluble. The question
is majnly one of cost—that of finding the cheapest method of pre-
venting an undue rise of the water-table, 397.

Chapter XXII.—Co-operation ......... .. pp. 398-421.

The need for co-operative credit in India, 398. Chief features of
- the Act of 1904, 400. Reasons for amending the Act in 1912, 401.
Early history of the co-operative movement in the Punjab, 402-08.
Growth of the movement in India, 408 Objects for which loans
are made by credit societies, 411, Land Mortgage Banks, 412.
The money-lender: of the total sum required for agricultural

¥ finance in a year the Mahajan in the Punjab furnishes about 80
per cent. Legislative measures whose object is to ensure honest
dealing between the borrower and the lender should be welcomed,
but they should not be so framed as to interfere with legitimate
operations of trade or to have the effect of reducing the amount of
capital provided by n.oney-lenders for agriculture, 4'4-18. The
development of co-operative credit must proceed slowly, 419. Non-
credit societies, 420,

TRADE, INDUSTRIES AND TRANSPORTATION.

Chapter XXIII.—Foreign Trade........ PP. 422-441.

India’s balance of trade from 1926-27 to 1928-29, 422. As compared
with the year 1913-14 the walue of both imports and exports has
considerably mcreased, but the volume of exports in 1927-28 was
only shghtly greater and that of imports shghtly less than in
1913-14, 423 Between 1875-76 and 1928-29 the percentage share
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of the United Kingdom in our imports as well as exports heavily
decreased, while that of Germany, United States and Japan in-
creased, 424-27. Share of the Umnited Kingdom in the principal im-
ports 1n 1880-81 and 1927-28 * 1n all cases without exception there has
been a decline in the proportion of British imports, 429 The
percentage share of the British Empire ur India’s trade is much
smaller to-day than in 1903 Prefercntial treatment of British
imports will encourage the demand for them, but the gamn to
India under any scheme of preference 1s doubtful, 430. Dangers
and disadvantages of a policy of preference, 431. Foreign trade
during the War. restrictions on trade, scaraty of tonnage; short-
age of imports, increase in certain classes of exports, 432-34
Evport of wheat quantity exported from 1869-70 to 1928-29.
Exports have declined in recent years The study of éxports
relation to production and mternal consumption, 436-39 Internal
consumption amounts to about 8% mullion tons annually; 1t 1s only
slightly in excess of the pre~war figure, and the increase s explamed
by the normal growth of the population. The dechne of exports
during the war was due to abnormal conditions and durmg the
past few years to shortage of production Unless production ex-
pands, as numbers increase, India’s exportable “surplus” of wheat
may disappear altogether, 439-40 At present the yield of wheat s
very low, but it can be increased, 440-41

Chapter XXIV.—Industries ............ pp. 442-491.

Principal causes of India’s industrial ‘backwardness laissez faire
policy of the Government in thd past, neglect of applied science and
the existing political and economic conditions generally, 43 A
policy of active assistance to industries was adopted during the War,
444. The activities of the Munitions Board, 445 Account of the
leading manufacturing industries 1ron and steel, 447-54; jute, 454-55;
cotton mill industry, 456-61; match manufacture, 461-65, paper~
making, 465-69; cement, 470-73 The work of Provincial Depart-
ments of Industries, 473 These Departments arc useful only within
a very limited sphere, 474. The development of industries 1s serious-
fy hindered by the lack of fimncial facilities, 474 Under the exist-
g pohtical and economic conditions foreign capital cannot be
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INTRODUCTION

The following pages contain a study of facts
and problems of Indian economic life—a study of
what is known in our Universities as “ Indian Econo-
mics.” Indian economics is a misleading tcrm, and
there would be advantage in abandoning its use
altogether. It was introduced by writers who
supposed that the principles of economics, as they
are taught in the West, did not apply to Indian con-
ditions. The economic organisation of an agncul-
tural country must be different from that of an -indus-
trial country, but thc motives to economic activity
are the same everywhere. If economics is a study
of mankind in the ordinary business of lfe, as it
claims to be, and if the motives which lead men
to cngage in the production of wealth in India are
the same as in Western countries, a study of facts of
Indian economic life cannot be expected to reveal the
existence of entirely new laws governing the produc-
tion, exchange, distribution or cousumption of wealth.
No such laws have been discovered. There is thus
no science of *Indian economics ” as apart from the
science of ‘ General economics.” Indian economics
is a study of Indian economic life (facts as wcll as
problems) in the light of our knowiedge of the
general principles of economics.

* L3 * * W

A country with India’s natural resources should
be one of the richest countries in the world. The
fact that India is poor shows that there is need for

XX
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large and fundamental changes in the country’s
economy.

The chief problem which confronts us to-day is
that of the growing pressure of population on the soil.
Agricultural research will not solve this problem.
There is only one solution of it—rapid industrialisa-
tion of the country.

There are many amongst us who think that the
economic salvation of India lies in hand-weaving and
hand-spinning. It is true that for hundreds of years
the prosperity of India depended upon the skill of the
hand-worker in the production of cloth and other
articles. But conditions have materially changed
during the past 150 years. The arts of production
have been revolutionised by power-driven machinery,
and experience has shown that the hand-worker cannot
compete with the machine. This unequal competi-
tion is largely responsible for ‘the present situation,
and present conditions will continue until Indian
industries are modernised.

In the gigantic task of industrialisation of the
country in the modern sense Government must help.
It is necessary to adopt a national policy in regard
to manufacturing industries, inspired and guided
solely by considerations of India’s good.

A serious obstacle to improvement in the
material conditions of existence in the case of the
masses, whether Hindu or Muhammadan, is their in-
difference or inertia, born of the conviction that the
existing order of things and the place of every one
in the universe are pre-determined. Those who
accept such a philosophy of life do not fight against
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imjustice or adversity—they bear them patiently.
Marx has well said: “Religion is the opium of the
people.”

Doctrines of survival and re-incarnation, which
will be recognised as characteristically Hindu doc-
trines, are spreading rapidly in the West,” It will be
interesting to watch their effect on the lives of the
people when their logical consequence—fatalism—
is also generally accepted. In India a new era will
dawn when the masses begin to take a less fatalistic
view of life and realize that a large part of the exist-
ing poverty and, at any rate, some part of the
existing inequalities in the distribution of wealth and

income are removable by their own efforts.
* * * * *

Attention is specially invited to chapters XIV
and XV which deal with the relation of prices to ex-
change. Since the publication of the report of the
last Currency Commission no question has been more
keenly discussed in India than that of exchange.
The 18, ratio is now a ‘“settled fact,” but from the
point of view of theory the enquiry is important
whether Indian prices did, as a matter of fact, adjust
themselves to the rate of exchange in 1924-25. The
treatment of the subject by the Currency Commission
cannot, unfortunately, be described as satisfactory.
The controversy can be finally settled only by a
detailed examination of prices of individual com-
modities, such as was undertaken in connection with

® If one may judge from the ever-increasing number of books, )ournals
otc devoted to spiritualism published in France, Germany and other countries
See particularly the works of Allan Kardec and his followers in France, and
an article on the subject of re-incarnation i1n Germany 1n La Revue Spirite
(Paris) for May 1929,
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the currency changes of the year 1893. So far the
discussion has been limited to the movements of the
general index number of prices.

The results of past experience have also been
generally ignored. The factors which influence ex-
change are so many and their action is so complex
that it is impossible to speak of any precise adjust-
ment of prices to the rate of exchange in India at
any time between 1873 and 1924. Such precise
adjustment may have taken place in 1924-25, but
then it is necessary to show, first, that the actual
prices of the great majority of the more important
articles fell when the gold value of the rupee was
rising ; and second (what is more important), that the
fall in price, in each case, was due to the rise of
exchange, and not to such causes as a fall in the
world price, or change in the relation of production
to consumption in India.



