
Dhananjayuu GadgiJ Library 

Ilmmlnunmmmo 
GIPE-PUNE-026932 



iNDIAN ECONOMICS 



By the slime authors 

ELEMENTARY ECONOMICS (3rd ed., 1948) I 

ELEMENTARY PRiNCIPLES OF ECONOMICS: (5,th ed., 

ELEMENTS OF INDIAN ECONOMICS (4th ed., 1946) 



INDIAN ECONOMICS 
A Comprehensive and Critical Survey 

BV 
G. B. JATHAR, M.A. 

'Indian Educational Seroice (Retired) 
PTincipal. Kamata" Education Board', Art' Col/ege, 

Dha"IJar 

AND THE LATE 

S. G. BERI, M.A. 
Bombay Educational Sennce (Clas, I) 

Pro/eUOT 01 Economic., S)'denham Colle,e of 
CommeTce aoo Economic" Bomba), 

VOLUME I 
NINTH EDITION 

/ 

GEOFFREY CUMBERLEGE 

OXFORD UNIVERSITY PRESS 
J 



Oxford Unive1-sity P,'ess, Amen House; London E. C. " 
GLI\SC.oW NEW YORK TORONTO MELBOURNE WELLINGTON 

BOMBA Y C,~LCUTTA MADRAS CAPE TOWN 

Geoffrey Cumberlege, Publisher to the University 

x 

FIRST PUBLISHED 1928 
'SECOND EDITION 1930 

THIRD EDITION ,1931 
FOURTH EDITION 1933 
FIFTH EDITION 1937 
SLXTH EDITION 1939 

SEVENT<I EDITION 1942 
EIGIiTII EDITION 1947 
NINTH EDITION 1949 

'F~j'\-~'" I 

c2~ ~ 3:2., 

I'RINTED IN INDIA 

THE MADRAS PUBLISHING HOUSE (1945) LTD., MADRAS 2 AND PUBLISHED B' 
GEOFFREY CUMBERLEGE. OXFORD UNIVERSITY PRESS, MADRAS 2 



SYNOPSIS OF CONTENTS 

CHAPTD. I 

SCOPE AND DEFINITION [pp. 1-5] 

Definition. 2 A second po~,jble meaning. 3 A lhird interpretation. t Indian ul,lnomio: 
a teparate ',ubject"bf 'tudy. 5 Indian Economia not merely an exposition of economic 
principle. with Indian iIIultrationl. 6 Ranade', valuable work. 7 Western economic 
theory and Indian Economla. 

CHAPTER II 

INDIA'S PHYSICAL ENVIRONMENT AND NATURAL RESOURCES 

[pp. 6-32] 

I Nalural resource. and their importance. 2 India: area and population. 5 Geographi
cal location. 4 Deficlency o~ harbours. 11 Inland communications. 6 Attempts to over
come diaadvantagel of phy.ical location. 7 Three well-marked divisions of India_ 8 The 
peninsula. 9 The Indo-Gangetic plain. 10 Himalayan and peninsular rivers. 11 The 
Himalayas. 12 Phy.ical and climatic contrasts. 15 Seasonl in India. 14 Rainfall. 15 Vital 
importance of rainfall. 16 Climate. 17 Tropical climate in relation to economic progress. 
18 Forelu. 19 Utility of forests. 20 Forest conservation. 21 Area under forcst in India. 
22 The object of forest administration. 23 Indian forests a~ .uppliers of raw materials. 
2-1 Major and minor forest produce. 25 Potentialities of Indian foresu. 26 Geological 
composition. 27 Mineral production. 28 Coal. 29 Iron. 50 Manganese. 51 Gold. 32 
Petroleum. ~3 !\Iiea. 3-\ Sahpetre. n Other minerals. ~6 Salt. 37 Building ,tonn.' 38 
Cement-making lIIalerial~. ~9 Lim... 40 Vegetable re~\lrce~. -II ,\nlmal ",.olln-es. 12 
Source. of power. 43, Waler-power. 44,~ poor people in a rich country. 

CHAPHR III 

POPUL-\TION [pp. !I~77] 

1 Tot;,l population. 2 Facton determining density. 3 Denslly and prosperi!}'. 4 Distri
bution of the population according to religion and community. 5 Distribution of 
population according to occupation. 6 Population in towns and vil\a~. 7 Population 
according to sex. 8 Distribution according to age. 9 The Indian birth- and death-rate. 
10 Death-rate. 11 Growth of population. 12 Problem of over-population in India. 15 
Prcn:nti\'e ch«ks. H, Marriage rate in lllllid. I; LowlT '.,,-tilil). 16 Social customs: 
prolonged lactation, etc. 17 Infanticlde. 18 Poverty and disease. 19 Conclusion. 20 Over
population. and national income. 21 Positive and prevenlive checks. 22 Olher remedies 
than deliberate check of numbers. 2:1 Lill\itati,,"~ of lhc-c remedies. 2t Scarcity of 
labour as an argument against over-population. 25 Agricultural development. 26 Relief 
from inter· provincial migration. 27 Relief from emigration. 28 Population and produc
tion. 29 Increase in weallb an indirect but powerful ~edy. 30 Imporlance of deliberate 
restriction. 31 Limilation of families: pros and cons. 32 Methods of limiting population. 
33 Migration. 34 Eugenia. 55 Public health and sanitation. 36 Educalion_ 37 Racial 
aptitudes. ' 



VI CONTENTS 

CHAPTER IV 

SOCIAL AND RELIGIOUS INSTITUTIONS rPP. 78-97] 

Influence of social and' religious institutions on economic activity. 2 The caste system. 
3 Three main types of castes. 4 Origin of the c.aste system. 5 The rigidity of the caste. 
system, 6 Merits 'and achievements of the caste system. 7 Caste system indefensible in 
its present form. 8 Endogamy and racial degeneration. 9 Caste prevents correspondence 
between aptitude and function. 10 Immobility of capital and J.3.bour. 11 Caste a 
hindrance to large-scale enterprise. 12, Caste and dignity of labour. 13 Caste antagonistic 
to principle of equality. 14 Influeq.ce of Western civilization on caste. 15 Vitality of the 
caste system. 16 Remedy for the evils 'Of the cas~e system: 17 The joint family system. 
18 The origin of the joint family. 19 Merits of ,the joint .family system. 20 Defects. 
21 Modern disintegrating influences. 22 Laws of inheritance and succession. 23 The 
Mitakshara and the Dayabhaga systems. 24 Inheritance under the two ~ystems. 25 Econo· 
mic effects .of the laws of inheritance and succession. 26 Is Indian spirituality respon
sible for India's economic 'backwardness? 27 Appeal to history: 28 Influence of religious 
belief on economic activity generally exaggerated. 29 Fatalism a heritage from unsettled 
political c~nditions in the past. 30, Process of reinterpretation of religion to harmonize 
it with changed conditions. 31 Causes other than religion for Indian pessimism. 

CHAPTER V 

ECONOMIC TRANSITION IN INDIA [Pp. 98-130] 

1 Industrial Revolution in England. 2 Four main features o~ the Industrial Revolution 
in England. 3 Results of the. Industrial Revolution. 4 Morison's classification; the old 

·type and the new. type of countries. 5 Characteristics of the old order. 6 Characteristics 
of, the new order. 7 The old economic· organization; the village. 8' How the village 
arose and why it persists. 9 The typical indian village. 10 Village organization: (I), 
Agriculturists. II (2) The village officers. 12 (3) The village artisans. 13 Self-sufficiency 
and isolation of the village. 14 Absence of moneh etc. 15 Custom 'and status. 16 Custom 
and rent. 17 Custom· and wages. 18 Custom and prices. 19 Towns under the old 
economic order. 20 Indian industries' in the past. 21 Causes of the decay of Indian 
industries and progressive ruralization. 22 Industrial Revolution in England and in 
India: a contrast. 23 The village in; transition. 24 Features of the village in transition. 
25 Transition in village occupations-I. Transition in agriculture. II. Transition in the 
village crafts. 26' Transition from status and custom to _ contract" and competition. 27 
Transition in industries. 28 Two tests of industrial progress. 29 Modem. forces influenc
ing the growth of towns. 30 Influences making for the decline of towns. 31 • Sudden 
transition from local to international economy.' 32 Is industrialization desirable for 
India? 

,CHAPTER VI 

AGRICULTURE: PRODUCTION AND EXPORT rPp. 131-72] 

The place of agriculture in Indian economics. 2 The need for agricultural Ilevelop
ment. 3 Statistics of area under ilifferent crops in British India. 4 Estimated yield and ' 
area of principal crops (including crops in certain Indian States). 5 Scope for intensive 
and extensive cultivation. 6 Relative importance of crops. 7 A survey of the principal 
crops of India-I. Food crops. II. Non-food crops. 8 Exports o~ agricultural products. 



CONTENTS. vii 

9 Restrictions on th~ nport of foodllufh. 10 Restrictions on th~ nport of raw matttial •. 
11 Low yield aDd III cautel. 12 II the 1011 progressively deteriorating in India? 

CHAPTEII. VII 

AGRICULTURE: LANO AND ITS PROBLDIS [pp. 173-202] 

SUBIIIVISJO)ol ,"D rRAGMt:,'iT.\TIO'l;. I The idea of an optimulD holding. 2 Unit of cultiva· 
tion and unit of ownaship. ~ Evila of lubdivision and fragmentation ... Case for frag· 
mentation and lubdivi~ion. 5 Extent of the evil in ,India. 6 Causes of lubdh'ision and 
fragmentation. 7 What i. an economic holding? 8 Remedial meuurcs. 9 The Bombay 
Small Holdings Bill of 1927. PUMA'Il::\T ,IMPRon:MYNn. 10 Ab1ence of pennanent im
"rovemcllio and it~ conllt'<\uenct'l<. IRRIGATIO... 11 Nect"lSitv and importance. 12 Cla~~i· 

ficatlon of irrigation works. 13 Extent, growth and revenue. 14 The irrigation policy 
of the GoVt·roment. l!I Irrigation yen .. o railways. 16 Waterlogging and ~It efferVMCence. 
17 Canal colonies ill the; Punjab. 

CHAPTE:R VI II 

AGRICULTURE: LABOUR. EQUIPMENT AND ORGANIZATION 
[Pp. 203-37] 

I The hUlllan factor: it. unsatisfactory nalUre. 2 A colDprehenshe ""heme of rural 
education. 3 Physical inefficiency of the peasant: il' cause~ and cure ... Bhhre Com· 
lIIitlee R(·port. 5 Need for closer contact between village and town. Ij Hired agri. 
(Uhur .. 1 I;lbour. 7 The landlord and his place in the rural «onoUl,'. 8 The duti~ and 
rcspomibilities atta,hlng to land·ownership. TECIIl\;IQlJf. A"D EQtJIPMENT. 9 Technique: 
I1I(:tholll of clllth'alion. 10 Manure. f.(IIJII'Mt:vr. II Implemcnt •. 12 Lh'e-slock. l!l Problelll 
o( fudder supply. H Caule-brL'('ding, J'j The Veterinary Department. 16 Rt"Crve capital. 
ORG.\NIZATlON, 17 Importance of rural industrie •. 18 Dairy·farming. ClC. 19 Economics of 
khaddar. 20 Some othe( rural industries. 21 Defective marketing of agricultural pro
dnce:. 22 Co-operative sale. 23 Cerlain improvcmenll in markeling organization. 21 The 
new marketing organization. 25 Work done by the marketing organization, 26 ?l:eed for 
warehou~s. standardization of weights and mea~ures, etc. 

CHAPTER IX 

RURAL INDEBTEDNESS [pp. 238-72} 

r Rural indl'bledness: a serious problelll_ 2 [Xlent of illdebtcdn~"SS: early inquiries_ 
!l !::stimatl" o( agricultural indebtednL"" by provincial Banking Enquily Committees. 
" The callscs of indebtedness. 5 State policy regarding rural indcbtedneu. 6 Measures 
10 avoid unnecessary debu. 7 Measures for the improvement of lhe ch-il Jaw. 8 Legisla
lion regarding licehsing and control of money-Ienden. 9 Debt conciliation and liquida
tiun, 10 Recent debt conciliation legislation. 11 Compulsory lealing down of debll. 
I:! Restrictions on the transfer of land. 15 The supply of money and erediL 14 Report 
of the AgrinlJtural finance SUb-wlllmillt't'. 1911. 

CHAPTER X 

THE CO-OPERATIVE MOVEMENT IN INDIA [pp. 273-324] 

Meaning of co-operation. 2 Co-opttation in Germany. , Co-opttation and ill uses 



viii ,CONTENTS 

in India. 4 Co-operative Credit Societies Act, 1904. 5 Review. of progress from 1901 
to 1912_ 6 The Co-operative Societies Act, 1912_ 7 Progress of the movement subsequent 
to the Act of 1912_,8 co.-operative'movement during the war of 1939-45. 9 Classification 
of cp-operative societies_ 10 Primary agricultural credit societies. 11 Non-agricultural 
credit societies: THE ;'lioN-CREDIT CO-OPERATIVE MOVE~fENT. 12 Some general questions_ 
13 Single· versus Multiple-purpose society_ 14 Non-credit agricultural movement. 15 
Non-credit non-agricultural societies_ 16 Housing societies. 17 Central societies. Co
operative finance. 18 Unions. 19 Central co-pperative banks. 20 Provincial co-operative 
banks. 21 Is ,an aU:India ,co-operative bank necessary? 22 'The Reserve Bank of India 
in relation ,to agricultural (co-operative) finance. 23 Role 'of the Reserve Bank in rela
tion to co-operative banks. 24 The state in relation to the co-operative movement. 25 
Co-operative Iristitutes, etc. 26 A critical es~imate of the co-operative mC,lVement in 

'India. 27 Re-orientation of the co-operative movement. LAND MORTGAGE BANKS. 28 The 
need for l~nd mortgage banks. 29 Three types of land mortgage banks. 30 History of 
land mortgage banks in India. 31 State aid to land mortgage banks. 32 The Madras 
and Bombay schemes. 33' Operations of land' mortgage banks. 34 Limitations of land 
mortgage banks. 35 Commercial land mortgage banks. 

CHAPTER XI 

THE STATE IN RELATION TO AGRICULTURE [pp .. 325-41] 

The evolution of the Agricultural Departments. 2 Functions of the Agricultural 
Departments_ 3 D~monstrations of new methods and improved implements. 4 Other 
items of state aid. 5 Agricultural education. 6 Village uplift: the Gurgaon experiment. 
7 Recen:! schemes of village' improvement. 8 Royal Commission on Agriculture. 9 Gov
ernment action on the Report: the 'Simla Conference. 10 The Imperial (Indian) Council 
of Agricultural Research. 11 The Russell-Wright Inquiry. 12 Need for more food
production and planned development. 

CHAPTER XII 

LAND TENURES AND'REVENUE [pp. 342-95] 

1 Historical survey 'of' land revenue in India. 2 Three kinds of land tenure. 3 Two 
main forms of village constitution. 4 Constitution and types of joint or landlord villages. 
5 Landlord estates including more than one village estate, 6 Sub-proprietary and tenant 
rights. 7 Other than occupancy tenants_ 8 General features of occupancy privilege. 
9 New drive for tenancy legislation in zamindari provinces. 10 Tenancy in ryotwari 
provinces. 11 The Bombay Tenancy Act (1939). 12 What is a settlement? 13 Requisites 
of a settlement. 14 Classification of settlements. 15 Zamindari settlements: Permanent 
Settlement in Bengal. 16 'Criticism of the zamindari settlement of 1793 in Bengal_ 
17 The Permanent ,Settlement in Benares and Madras_ 18 Subsequent history of the 
Permanent Settlement. 19 Temporary Settlement with the remaining zamindars 
in Bengal and with the t~lukdars of Oudh. 20 Mahalwari settlements. 21 Princi
ple& of assessment in' mahalwari systems. 22 Mahalwari settlement operations in 
the United .Provinces. 23 Mahalwari settlement of the Punjab. 24 Malguzari settle
ment of the Central Provinces. 25 Ryotwari settlement: 'the ryotwari system of Madras. 
26 The ryotwari system of Bombay. 27 Main features of settlement in Bombay. 28 The 
Assam system. 29 State ownership versus individual ownership. 30 Land revenue: a tax 
or rent? 31 PerlI!anent versus temporary settlement. 32 Land Revenue Commission, 
Bengal (1938-40) •. 33 Term of settlement., 34 Principles of assessment. 35 Rental value 
as a basis of assessment. 36 Ricardian theory in relation to the land revenue in India. 
37 A new basis of assessment. 38 Rate of assessment: a recommendation. 39 'Vhat 



CONTENTS ix 
should be the limits of enhancement? 40 Application of principles of taxation to land 
revenue. 41 Principle of formal justice. 42 Legislative control. 45 Progreu of land 
revenue legislation. 44 The Bombay Land Revenue Code (Amendment) Act (1939). 

CHAPTER. XIIl 

INDUSTRIES: A GENERAL SURVEY rPp. 396-427] 

Industrial history of India during recent time!. 2 Survey of the policy of the state 
In relation to industrial development. 3 Industrial development during the war of 
1914-18. 4 The Indian Munitions Board. 5 Industrial boom after the war of 1914-18. 
6 Trade depression. 7 Industrial recovery and rece58ion~ 8 Introduction of protective 
tariffs. etc. 9 The Congress move for industrial planning for India. 10 Industrial deve· 
lopment during and after the second world war. II Reconstruction Committee! set lip. 
12 Consultative Committee of Economists. 13 Handicaps of Indian industry. 14 Ameri· 
can Technical Mission. 15 Industrial backwardness of India. 16 Benefits of 'industrial 
development. 17 Reaction. of industry on agriculture. 18 Capital for industries. 19 Ex· 
ternal capita\. 20 Amount of foreign capital. 21 Foreign capital in India: main issues. 
22 Objections to foreign capiial. 23 Uses and advantages of foreign capital. 24 Restric· 
tions on external capital. 25 Position of foreign capital under the 1955 constitution. 
26 Need for developing internal capital resources. 

ApPENDIX 

PARTITION AND AFTER rPP. 428-115] 

Pormlation. 2 Agriculture. lJ Minerab. 4 Industry and Trade., 5 Transport. 6 Currency 

and Exchange. 7 Banking. 8 Public Finance. 9 The division of assets and liabilities. 

INDEX [pp. 4116-42] 



APPENDIX 

P,ARTITION AND AFTERl 

§l. Population.-The following table, based on the figures of the 1941 
census, shows the area, in thousands of. square miles, and population,. in 
millions, of the two Dominions and of the States outside them: 

-

Popula- I Per cent ot" 
Area Per cel1t of 

tiOIl total (lOOO total area Density 
(millions) 

I 
sq. mi.) 

, 
INDIAN UNION I 

Provinces ... 230 
I 

57.8 627 40.1 368 
States ... 68 17.6 418 26.5 167 -----, --- ---- - ~ - -- ~ -- .-

Total 
···1 298 75.4 1,045 66.6 299 

PAKISTAN 
Provinces· 66 16.9 236 14.9 280 
States 5 2.6 129 8.1 37 

-- ------------ - ----

Total ... j 71 I' 19.5 365 I I 23.0 195 

82 5.2 198 
82 5.2 19 

Hyderabad 16 

I 
4.1 

Kashmir 4 1.0 

\ . 
---'---1-

1,574 100 I 241 
I 

.Grand total ... / 389 I 100 

Nearly 64 per cent of the total Pakistan population is concentrated in 
Eastern Pakistan, which. accounts for only 25 per cent of the total area 
of Pakistan. The density of population in Eastern Pakistan is as high as 
718 as against 136 in Western Pakistan. 

The percentage of u;ban population. is 14 in India and 8 in Pakistan. 
It is officially estimated that, as a result of communal disturbances on 

the eve of the partition, 5 million Muslims migrated from India to Pak
istan and there was an influx of about the same number of non-Muslims 
into India. This still leaves about 32 million Muslims in India and 15 
million non-Muslims in Pakistan. 
§2. Agriculture.-The following figures relating to the year 1938-9 show 
that nearly half of the total area is uncultivated in both Dominiom. 
the proportion of cultivated land being a littl~ higher in India. than' in 
Pakistan. Per capita sown area in India is 0.75 acre and in Pakistan 0.64 
acre. 15 per cent of the total area is under forest in India as against 5 

1 This appendix. is largely based on Professor C. N. Vakil's timely and useful publica
tion, Economic Consequences of the Partition, second. edition. 
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per cent in Pak.istan. Of the uncultivated area Pakistan has a larger pro
portion than India not available for cultivation. 

,..- "-ill t' f Indian UlUon ....... tan bad IID'r Total I 
. . " p_ •. :- I Hydera-! Kash-I 

~ caJon 0 area I I 
(in million acres) are;,-,··~o· -,--area-'~ -area .area- area 

~ .. :..-:;;.... ~:I·~ -',~ I 11 I~ - 2~ I . ~, l~; 
Total cultivated ···1 251 51 54 46 30 . ~·;r-~ 

Forests ... ...1
1 

74 
Not available for culti-

vation ... . .. i 80 
Other uncultivated ... 1 86 

i 
I 

Total uncultivated .. -1. 240· 

Grand total .•. , 491 

15 

16 
18 

'- 49 

I 100 

5 

30 
26 

61 

I 115 

5 

26 
23 

6 

10 
2 

54.1 18 

1- 100 I 48 

2 

3 
1 

6 

-

8.3 I 
I 

87 

123 
115 

325 

663 

251 million acres or 18 per cent of the cultivated area is under irriga
tion in India. while 54 million acres or 36 per cens of the cultivated area 
is under -irrigation in Pakistan_ Most of the irrigation works. however. 
are located in Pakistan. 

An area equal to 183.6 million acres or 78 per cent in India and 37_7 
million acres or 77 per cent in Pakistan is under food crops. Per capita 
acreage under food crops is 0.61 in India and 0.54 in Pakistan. But owing 
to irrigation facilities. the yield of crops per acre is higher in Pakistan 
with greater scope for reaping more than one crop in the year. Pakistan 
thus enjoys a surplus. while India has a deficit of from 3 to 5 million tons 
of food-grains. 

India has to import cotton and jute from Pakistan_ On the other hand' 
groundnuts. colIee and tea are entirely Indian products for which. Pak
istan is dependent on India. 

The position of Pakistan. in respect of milk is more favourable than 
that of India. Pakistan also has a more abundant supply of hides_ 
§3. Minerals.-It is needless to point out that annual production in India 
is at present far superior to that of Pakistan in respect of minerals. 

Mineral 

Coal (Iakh tons) 
Iron (Iakh tons) 
Copper (Iakh tons) ... 
Manganese (Jak!l tons) 
Bauxite (tons) 
Petroleum (million gallons) 
Mica (cwts) 
Chromite (thousand tons) 
Gypsum (thousand tons) 

InJia (19U) 

248 
23 
3.3 
3.7 

12.135 
66 

139.000 
21 
26 

Pakistan (1944) 

3 

21 

19 
58 
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§4. In~ustryand Trade.-Dislocation of the industrial structure may be said 
to be one of the major evil consequences of partition. Artisans and skilled 
workers who were mostly Muslims migrated to: Pakistan leaving the 
factories in East Punjab almost without labour. Hindu capitalists fled to 
India leaving factories in West Pakistan without managerial skill. While 
cotton and jute are grown mostly in Pakistan, the cotton and jute mills 
are mostly located in India. 

An idea of the distribution of various industries can be had from the 
figures given below relating to 1942: 

Industries ________ L India L __ , Pakistan 
" -_._------ .. _._-- --------

Cotton mills 357 15 
Jute mills 111 
Sugar mills 176 15 
Iron and steel 36 
Cement factories .•. 57 8 
Paper mills 19 
Glass factories 112 5 

The total number ~f cotton mills in 1943-4 was 410, out of which 
only 15 were located in Pakistan. The textile and jute mills in India largely 
depend upon Pakistan'for their raw material. 

India's share of the industrial establishments in undivided Ir~dia is 86 
per cent and of persons employed in industries more than 90 per cent 
are to be found in India. Pakistan lacks many major industries, and' in 
average size those she has are inferior to India's. There is also much 
greater diversity of industrial development in the Indian Union than in 
Pakistan. 

Though Pakistan has a: few cement factories, they are dependent on 
India for coal and gunny-bags and her sugar Jactories have not developed 
pari passu with the area .under sugar-cane. . . 

The most serious drawback of Pakistan's industrial structur~ is the total. 
absence of iron and steel factories . 

. Pakistan' is more preponderantly agricultural than the Indian Union. 
While undivided India had a monopoly of the export trade in raw jute. 
the Indian Union is now the world's heaviest importer of that commodity 
which has ,to come to her from Pakistan. Similarly the Indian Union has 
now to import aboull one million bales of cotton (mostly medium· 
.and long-staple) from Pakistan which includes the most important cotton· 
producing areas of undivided India. The Iridian Union has an unfavourable 
balance of trade with Pakistan as well as with the outside . world. One of 
the "difficult problems for th~ Indian Union, and to' a lesser extent for 
Pakistan, is that of bridging the gap between exports and imports by an 
increase in the former and a decrease in the latter or both. 
§5. Transport.- (i) Railways. The total capital at charge of the. Indian 
railways is Rs. 702 crores as against Rs. 136 crores of the P~kistan railways. 
Of the total route mileage of undivided India, 77 per cent is in the Indian 
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Union. The following table shows the division of railways according to 
mileage: 

In_~~~~~on_~ __ -'_ Mu:J_____ Pakistan 

I. N.-W. Railway I. N.-W. Railway 
(East Punjab comm. lines) ... 1.610 Comm. lines 

Strategic 

Z. Assam Railway Z. Assam Railway 
Broad gauge 376 Broad gauge 
Metre gauge 1.399 Metre gauge 

3. E.I.R. 

12I"~ 
3. J odhpur-Hyderabad 

B.B.C.I. Railway 
B.N.R. 
G.I.P. 
M.&S.M. 
O.T.R. 
S.l.R. 
Dezwada & Dhor Kumool 

Total .~----- ··~---.. ~12b651 

I Miles 

3.110 
1.817 

503 
999 

319 

6.748 

The Indian Union is relieved of the burden of the strategic lines of 
the N.-W.F. Railways which were responsible for a total loss of Rs. 42 
crores during the period Crom 1924 to 1946. Acceptance of the scales of 
pay as recommended by the Central Pay Commission and the rising prices 
of stores and fuel are howeve~ factors which will to some extent offset 
this relief. 

The movement of refugees severely dislocated the railway' finances' as 
well as the general administration in both the Dominions. During a period 
of two and a half months, the railways were called upon to move as many 
as three million refugees. This strain was too much for the engines· and 
bogies that were already worn out and had long needed replacemenL 

The future of Indian railways, however, is fairly bright and their posi
tion is steadily improving. The following table reveals the enormous rise 
of railway income and expenditure since the Partition: 

-I Undivided I India 
1939-40 

------_.-----.- -------. -----------
GroS9 revenues 
Total working expenses ... 
Net misct'Uaneous revenue 
Net revenue ... 
Interest charges 
Surplus profit 

102.73 
69.93 

0.64 
33.44 
29.11 

4.33 

Indian 
Union 
1948-9 I 

Pakistan 
1948-91 

-- --.--------
190 
159.78 

2.16 
32.38 
22.53 
9.85 

86.89 
37.15 

The N.-W. Railway and the Assam-Bengal Railway which have been 
split up between the two Dominions earned a profit appreciably smaller 
in proportion to that earned by the other raiiways. This implies that Pak
istan will probably have a deficit railway budget, although it has not 
accepted the pay scales of the Central Pay Commission. 

1 The figures for Pakistan are inclusive of ~enue under Posts and. Tdegraphs. 
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Imports of spare parts trom the United Kingdom and the manufacture 
of some of them in her own ordnance factories, the reduction of delay 
in the turn-round of wagons and engines, and drastic measures to check 
ticketles~ travel have greatly helped to improve the position of railways 
in India. 

(ii) Shipping. Undivided India had only 150,000 tons of shipping 
. which amounted to 0.24" per cent of the world total. Out of this. the 
share of Pakistan amounts to not more than 40,000 tons. 

(iii) Roads. Out "of it total-metalled and unmetalled-mileage of 
315,00.0, India ,has 265,000 and Pakistan 50,000 miles of roads. 
§6. Currency and Excha'nge.-The following were 'the main provisions of 
the Pakistan Monetary System and Reserve Bank Order, 1947. 

(i) Indian notes were to continue to be legal tender in Pakistan till 
30 September 1948. 

(ii) On 30 September 1948, the Reserve Bank of India was to retire 
as a note-issuing authority for Pakistan. Since that date Pakistan has had 
unfettered authority to make her own currency arrangements. 

(iii) After 1 April 1948, the Reserve Bank might issue' Pakistan notes '. 
(iv) Assets equal in value to Pakistan notes were to be transferred 

by the Is~ue Department of the Reserve Bank of IndIa to the Govern
ment of Pakistan soon after the 30 September 1948. 

(v) Pakistan.is to accept Indian notes from the Reserve Bank of India 
in certain circumstances until 1 October 1949, but they are to be replaced 
by" Pakistan notes as and when required. 

(vi) For one year after the issue of Pakistan coins the Indian rupee 
and subsidiary coins will remain legal tender in Pakistan. 

Accordingly Pakistan notes and Pakistan currency have been. issued 
from the dates specified. 

Pakistan has had authority to declare the par value of her currency from 
October 1948. Considering the position of Pakistan in respect of foreign 
trade, it is surmised that Pakistan currency will remain on a par with the 
Indian rupee. 
§7. Banking.-The number of banking concerns in the two Dominiom 
immediately after. the Partition ~!l given in the table below: 

SCHEDULED BANKS: 
Head Offices ... 
Branch Offices 

Total 

NON-SCHEDULED BANKS: 
Head Offices ... 
Branch Offices 

Total 

Grand Total 

! 
:::1 
.. ·1 

85 
2.428 

2.513 

13 
620 

633 

-~1·'----46-2-- 157 

1,175411 

-~i 1,637 ·568 

· .. 1----'4'-.1-5-0---1---}-.-20-}---



PARTITION AND AFTER 

Pald~tan'l .hare of banks was in proportion to population. But after 
the Partition many banks and indigenous bankers migrated from Pakistan 
to India. As might be expected. the result has been a considerable decline 
of banking business in Pakistan. Bank advances and bills discounted have 
declined and time-deposiu have dwindled from about RI. 39 crores to 
about RI. 18 crores. The wholesale flight of Hindu capitalists with their 
funds and valuables from Pakistan naturally aggravated the situation. 

The West Punjab Government floated a Finance Corporation with 
a capital of Rs. I crore mainly to finance the colton and wheat trade. 
Before the Partition this finance was provided by Hi~du capitalists. 

As mentioned in the Pakistan Monetary System and Reserve Bank Order. 
1947, a Central Pakistan Bank, called' The State Bank of Pakistan', has 
been instituted since 1 July 1948 to manage the paper-currency, public 
debt and exchange of the Dominion. The structure of the Bank is almost 
the same as that of the Reserve Bank of India. 
§8. PubHc Finance.-Estimates of central revenues of both the Dominions 
are given below in lakhs of rupees, based on figures for 1944-5 : 

Heads of Revenue 

I. Customs 

2. Central excise duties 

3. Corporation tax and taltCS on in
come: 
Ordinary 
Surcharge 

4. 13usinl'ss profits t3X 

S. Civil administration 

6. Currency and mint 

7. Civil works 

8. Int.'rest 

9. Opium 

10. Receipts from States 

II. Receipts in connexion \\;tb war 

I 
."j 

, 
"', 

1 
... 1 

I 
... \ 

I 

···f 

0 •• 1 

I 
12. Net receipts from Posts and Tele..! 

graphs ..• ... . .. r 

13. Net receipts from railways I 

Share of 
India 

29,32 

32,S7 

52.~5 
32.73 

11.00 

1,91 

9,60 

59 

1,37 

I,a.& 

46 

14,32 

7,89 

24.&1 

14. Deduct share of income--tax distri-! 
buted to provinces '" ... -21,25 

Totals --- ----------.. l 200,44 

28 

Share of 
Pakistan 

8,97 

5,27 

4.43 
2,st 

1,00 

57 

2,86 

18 

41 

14 

4.28 

2,36 

Total 

38,29 

38,14 

57,3S 
35,57 

12.00 

2,48 

12,46 

77 

1,78 

1,a.& 

60 

18,60 

10,25 

32,00 

35,29 235,63 
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These estimates proved substantially, correct as revealed by the budget 
figures for 1948-9. The estimates. in respect of provinces are given below 
in lakhsof rupees, based. on figures for 1944-5 : 

PAKISTAN PROVINCES: 

West Punjab 
Sind 
R-W.F.P. 
East Bengal 
Sylhet 
Baluchistan 

INDIAN PROVINCES: 

14,95 
8,80 
1,84 

18,84 
1,00 

20 

East Punjab, 8,06 
U. P. 27,47 
Bihar 12,75 
Orissa 3,18 
Assam 4,92 
C.P. & Berar 9;62 
Bombay... 33,67 
Madras 41,24 
West Bengal 14,78 

Partition has brouglht with it an enormous increase of expenditure for 
both the Dominions. For the suppression of communal riots and maintain
ing law and order in general it has become necessary to strengthen the 
defence and police serVices. 

Another incidental item of heavy expenditure IS m connexion with 
the relief and rehabilitation of refugees. This is likely to continue for 
a few years to come. 

One o.f the results of widespread disturbances was incalculable damage 
to food crops which greatly worsened· the food situation in the country. 
The expenditure on food subsidies has consequently risen steeply. 

The extra burden, mainly due to an increase of unproductive expendi
ture, besides, aggravating inflationary tendencies, has necessitated the post. 
ponement of many nation-building schemes that had been projected. 

Payment of overseas pensions and interest on pre-partition loans amount
ing to about Rs; 68.5 crores a year is to be the sole responsibility of the 
Indian Dominion for a few years to come. 
§9. The division of assets and liabilities.-A financial agreement, laying 
down broad principles for the distribution of assets and liabilities between 
the two Dominions, was signed on 12 December 1947. 

Oll. 1 March 1947, the amount of interest-yielding assets was Rs. 1,000 
crores, the uncovered debt, Rs. 867 crores, and cash and securities held 
on the Treasury Account, Rs. 514 crores. 

The division under the agreement is approximately as follows: 

j 
India 

I 
Pakistan 

(Rs. ~rores) (Rs. ctores) 

I 

/ 

Interest-yielding assets ... / 835 165 
Cash balance ... 325 75 
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Of the debt of RI. 867 crores, Pak.istan', share comC$ to 17.5 per cent. 
One-third of the military ,toru went to Pakistan which was also granted 
an advance of RI. 6 crores to enable it to work its ordnance factories. 

The interest on securities both in India and in Pakistan will be met 
by the Indian Government alone for some time, after which Pakistan will 
be required to pay its own share. It is to discharge its indebtedness to 
India by annual payments extending over a period of 50 yean, beginning 
from the fifth year of partition. India's liability to holders of securities 
in Pak.istan will be about RI. 7 crores: 
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