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NOT~. 

It was proposed to get the papers submitted to the Conference pYinted and 
circulated to the members of the Indian Economic Association some days pre
vious1y. But in vie~o of the fact that severa.l contributors delayed sending in their 
papers to well within the last week, it was not possible to do this and the papers 
could only be distributed on the opening day of the Conference, The papers having 
been thus printed off in a short time, we regret that mistakes have ts .·aped 
correction. 

Further, tlie report of the discussion on a particular paper could not be placed 
just after it, unless the papers were printed after the Conference, and reprinting, for 
reasons of ecoWJmy, we had regretfully to give up. 

H. L. K.a.n, 

for self and co-secretaries. 
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INDIAN ECONOMIC ASSOCIATION. 

Constitution. 

1. The objects of the Indian Economic Association shall be 

(a) the holding of annual conferences, 

(b) the publication of tlie proceedings of the annual conference9, 

(c) the publication of a journal and i~s freJ issue to members, 

and (d) such other action to promote Economic Science and the di9se
mination of economic information as may be deemed advisable. 

2. The membership of the Association shall be op~n to tearJhers and 
students of Economics and to other persons interested in Economics in 
general or in special economic problema, if duly elected. 

3. The government of the As~ociation shall be vested in a Committee of 
not more than twelve and not less than six: members elected at the annual 
conference, exclusive of ez-ofjicio members. 

4. (a} The officers shall be a President, an Honorary Secretary, an 
Honorary Treasurer, and a Local Honorary Eecretary. 

(b) The posts of Honorary Secretary and Honorary Treasurer may be 
held by the same person. 

(c) The Local Honorary Secretary shall be elected for one year at the 
annual conference from members resident in the locllity selected for the 
ensuing conference,lfor which a. loca1 Commi~tee shall be formed. 

(d) The officers shall be ex-officio members of the Committee. 

(e) The tenure of office of the Honorary Secretary and Honorary Trea· 
surer shall be for one year or until their successors be elected. 

5. The agenda of the annual conferences shall be drawn up by the 
Honorary Secretary. 

6. In~addition to P"pers from members the Honorary Secretary may 
arrange for papers from associates and non-members, if thereby valuable · 
contributions can be obtained from :expert3 on particular questions. 

7. The annual contribution from members shall be Rs. 12. This shall 
entitle members to attend conferences and to receive copies of such papers 

~read at the annual conferences as may be published, and any other public~-
tionl of the Aasociation unless exllreasly exoepte4. . 



8 The annual contribution for a~3()~i<lotd3 sh:\U b3 Rs. 6 and this shall 
entitle asiociates to attend conferences a:Jd to ret~3ive such reports of the 
p•oceedings as are publish~d by the Association, but not to vote on the affairs 
of the Association. 

Members of the general public may be admitted as visitors to the confer· 
enees by ti.:kefl at the discretio.a of the loc~l Committee, at a charge to be 
fixed by the General Committee. 

9. Candidates for membership shall be propGsed and seconded by mem
bers and acoepttld by the Cammittee by a. two-thirds majority. 

10. Applications to become associates shall be submitted to the Com. 
mittee by the Local Honorary Secretary. 

11. A Mem~er on paying a contribution of Rs. 200 shall become a life 
member, exempt from all further contribution. 

12. It shall be the duty of the Committee to arrange for such cordial 
co-operation as may be found pra.ctica~le, with local EcGnomic Associations 
and with all· India Associations having cognate aims. 

13. It shall be the duty of the Committee 'to arrang~ for the publica• 
tion of the proceedings, either through existing journals or independently. 

14. Notice of proposed amen.iments to ·existing rules and of propGsed 
new rules shall be forwarded in writing, not later than 31St October prece
ding the meeting to which they are to be submitted and not less than two 
months before the meeting, to the Honorary Secretary, by whom they shall 
be circulated to members not later than 25th November, and not les3 than 
one month before the date of the meeting. 

15. A two-thirds majority of the me:nbers present and voting at the 
Annual Meetiug shall be required to alter the Constitution of the Association. 

16. The annual accounts shall b3 clo3ed at tile end of 3eptember and 
shall be submitted, after audit, to the Annual Meeting by the Honorary 
Treasurer. 

17. One or more Honorary Auditors shall be appointed by the Com
mittee. 



ix 

INDIAN ECONOiltlC ASSOCIATION. 

A.- l.Executive Committee. 
1924. 

President: 

The Honourable Mr. Lallubhai Samaldas, C.LE. 
Members: 

Prof. C. J. Hamilton (Patna) Prof. H. Stanley Jevons (Rangoon) 
" W. H. Myles (Lahore) , P. C. Basu (Indore) 
,. B. G. Bhatnagar (Allahabad) ., M. L. Tannan (Bombay) 
, A. C. Sen Gupta (Nagpur) ., T. K. Shahani (Bhavnagar) 
., John Matthai (Madras) Mr. H. Calvert (Lahore) 
., J. C. Coyajee (Calcutta) , B. F. Madon (Bombay) 

Hon01'ary Secretary: 

Prof. R. M. Joshi, Sydenham College of Commerce & Economics, Bombay. 

HonOf'ary Treasurer : 

Prof. H. L. Kaji, Sydenham College of Commerce & Economics, Bombay. 

Honorary Auditor: 

Prof. S. S. Engineer, Incorporated &.ccomitant, Sydenha~ College of 
Commerce & Economics, Bombay. 

B.-Hindi Technical 1erms Comm.ittee. 
1924 

Prof Bhimpure Dr. Bal Krishna 
Mr. D. S. Dubey (convener) 

C. --Official Statistics Cmnntittee. 
1924. 

Mr. G. Findlay Shirras Dr. John Matthai 
Prof. H. L. Kaji (convener) 



SEVENTH INDIAN ECONOMIC CONFERENCE. 

A.-Reception Committee. 
Chairman: 

Mr. K. S. Aiyar, B.A., L.T.J.P., Incorporated Accountant. 

Vice-Presidents : 

Mr. Jehangir B. Petit Sir Hormusji Cawasji Dinshaw 
Sheth Narottam Morarji 

Members: 

Mr. B. F. Madon 
Sheth Hansraj Pragji Thackersey 

,. Gulabchand Devchand 
Prof. S. S. Engineer 
Principal M. L. Tannan 
Mr. Mansukhlal A. Master 
Prof. P. A. W adia 
Principal E. Blatter 

" 
T. K. Shahani 

, S. R Davar 
Mr. J. A. Madan, I.C.S. 
Dr. Harold H. Mann 
Mr. G. Findlay Shirra~ 
The Hon. Mr. Pheroze C. Sethna. 
Sheth Devidas Madhavji Thackersey 
Prof. Patrick Geddes 

, K T. Shah 
,, H. L. Kaji 
, M. J. Antia 
,. R. M. Joshi 

Prof. S. S. Panandikar 
,, B. K. Thakore 
, C. N. Vakil .. S. N. Pherwani 
,. A. C. Fernandez 

" 
N. N. Lala. 

" 
G.N. Joshi 

" 
B. G. Sapre 

" 
P. M.Limaye 

.. M. R. Palande 
Mr. Fazul Ibrahim Rahimtula 
.,, J. K. Mehta 
., G. B. Trivedi 
, C. S. Deole 
, V. L. Mehta 
, T. H. Khanna 
, P. K. Wattal 
,, J. A. Wadia 

Dr. P. N. Daruwala 

Besides these, "A Sympathiser '' gave a generous donaticn of Rs. 1,000 
and Sir Dinshaw M. Petit of Rs. 200. Tbe following Bombay Associations 
also contributed generously to the funds of the Conference :-

The University. 
The Chamber of Commerce. 
The Indian Merchants' Chamber and Bureau. 
The Grain Merchants' Association. 
The Bombay Provincial Co-operative Bank 
The Bombay Shroff Association. 
The Central Co-operative Institute. 
:fhe SCXlial Service League. 



xi 

B.-Executive Committee. 
Chairman: 

Principal M. L. Tannan 

Honorary &aretaries : 

. Prof. P. A. W adia Prof. H. L. Kaji 
Prof. M. J. An tia 

Members: 

Mr. J. B. Petit 
Sir Hormusj\ Cawasji Dinshaw 
Mr. Fazu 1 Ibrahim Rahimtulla 
Dr. P. N. Daruwalla 
Mr. G. Findlay Sbirras 
The Hon. Mr. Lallubhai Samaldas 
Mr. B. F. Madon 

Mr. J. K. Mehta 
Prof. K. T. Shah 

" 
P. Geddes 

" 
R. M. Joshi 

" C. N. Vakil 
A. C. Fernandez .. N. N. Lala. 



•• xu 

SEVENTH INDIAN ECONOMIC CONfeRENCE. 

PROGRAMME. 

Tuesday, 22nd January. 

12 Noon :-Welcome Speech by Mr. K. S. A.iyar. 
Inaugural Address by H. E. The Rt. Bon. Sir Leslie Wilson, 

Governor of Bombay. 
Vote~£ thanks toH. E. the Governor. 
Election of the President. 
Presidential Address by Sir M. Visvesvaraya. 

Luneh Interval. · 

2-30 p.m. to 4 p.m. :-Reading and Discussion of the following papers:-

(i) British Imperial Economic Relations, by Prof. Saunders. 
(ii) The Tariff Board and Indian States, by Sirdar M. V. Kibe. 

(iii) Export Duties and Protection, by Mr. B. Subbararna Aiyar. 

&-15 p m. :-Visit to (i) The Sir Cunimbhoy Ebrahim Workmen's Institute, 
De Lisle Boad, near Lower Parel Station (B. B. & C. I. 
Ry.) 

(ii) The Bombay Workingmen's Institute, Elphinstone Road, 
Poibawdi, Parel, ~ear Elphinstone Road Station 
(B. B. & C. I. Ry.) 

Wednesday, 23rd January. 

u-30 a.m. to 1-30 p.m. :-Reading and Discussion of the following papers:

(i) The Government of India and its Currency Policy, by 
Prof. P. A. Wadia & Prof, G. N. Joshi. 

(ii) Gold Exchange Standard before and after the War, by 
Prof, Chatterjee. 

(iii) Gold Exchange Standard (Pre-war Period), by Mr. T. J. 
Kumarswami. 

Lunch Interval. 

2-30 p.m. to 4-30 p.m. :-Reading and Discussion of the following papers :
(i) Non-Credit Agricultural Co-operation in India, by 

Mr. J. A. Madan. 
(ii) Distributive Co-operative Societies in India, by Prof. H. 

L. Kaji. · 
(iii) Housing of the Working Classea, by Rao Balzadur S. S. 

Talmaki. 



5-15 p.m. :-The Reception Committee At Home at the Sydenbam College of 
Commerce and Economics, near ~ir J. J. School of Art, 
Hornby Road, Bombay. 

Thursday, 24th January. 

11 a.m. to 1-30 p.m. :-Business Meeting of the Indian Economic Association. 

(For members only.) 

Lunch Interval, 

2-30 a.m. to 4·30 p.m :-Reading and Discussion of the following papers :

(i) The Population ~roblem in India, by Prof. 0. J. Hamilton. 
(ii) Agricultural Improvements in India,;" by Prof. P. Basu, 

(iii) Agricultural versus Industrial Development in India, by 
Prof. R. M. Joshi. 

Frlday,.25th January 

11-30 a.m. to 1-::iO p.m. :-Reading and Discussion of the following papers :
(i) India's Real Balance of_ Trade _in 1922-23, by Mr. G. 

Findlay Shwras. 

(ii) ~he Problem of Poor Relief in India, by .Alr· K. G. 
Ramakrishna. 

(iii) Indigenous Banking in the Madras Presidency, by Mr. 
T. K. Duraiswami Iyer. 

(iv) Supply of Labour to the Madras Cotton and other 
Industries, by Mr. p, S. Lokanathan. 

Lunch Interval. 

2-30 p.m. to 4 p.m. :-Reading and Discussion of the following papers:-· 

(i) Excise Policy in South India, by Dr. J. Matthai. 
(ii) Indian Economics, by Prof. P. Basu. 

(iii) New Methods in the Teaching of Economics, by Prof, S. 
N. Pherwani. 

(iv) The Trend of Indian Thought in Economics, by Mr. B. 0. 
Bhatnagar. 

(v) The Dawn of Economic Science, by Mr. 0. Gopal Menon. 

Concluding Remarks by the President. 
Vote of Thanks to the President, 

4·15 p.m. :-Visit to the Harbour and Cotton Green, Sewri, by Steam Launch 
from the Ballard Pier. 

H.l. KAJI, 
For self and co-secretaries. 
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SEVENTH INDIAN ECONOMIC CONFERENCE. 

FIRST DAY :-Tuesday, 22nd January 1924. 

The seventh se!!sion of the Indian Economic Conference was opened by 
His Excellency The Right Hon. Sir Leslie Wilson, Governor of Bombay, at 
12 noon in the University Convocation Hall in the presence of a large and 
distinguished gathering of citizens, including many prominent officials and 
leaders of different communities. Among them were to be seen the Ron. 
Sir Ibrahim Rahimtula, the Hon. Mr. Cowasji J~hangir, the Hon. Mr. C. 
V. Mehta, the Hon. Mr. Hidayatullah, the Hon. Mr. B. V. Jadhav, 
Sir Lawless Hepper, Sir Frank Nelson, Principal A. L. Covernton, Mr. Narot
tam Morarji Goculdas, the Hon. I.lr. Pheroze C. Sethna, Mr. J. A. Wadia, 
Mr. G. Findlay Shirras, Mr. H. G. Sayer, Prof. Patrick Geddes, Mr. G. K
Devadhar, Mr. N. M. J osbi and others. 

On arrival His Excellency was received by Sir M. Visvesvaraya, the Pre· 
sident-elect, the Hon. Mr. B. V. Jadhav, .M:inister of Education, Mr. K. S. 
Aiyar, the Chairman of the Reception Committee, Principal M. L, Tannan, 
Chairman of the Executive Committee, Professors H. L. Kaji and M. J. 
Antia, Secretaries, Sheth Narottam Morarji,· one of the Vice-Presidents and 
Prof. R. M. Joshi, Secretary of the Indian Economic Association, and con
ducted to hie seat. 

Mr. K. S. Aiyar then began the proceedings by a welcome speech. He 
said: 

YouR. ExcELLENCY, BROTHER DELEGATES, LADIES AND GENTLEMEN, 

I rise in obedience to the orders of the Reception Committee to accord 
to one and all of you a hearty welcome on their behalf. 

We are exceedingly thankful to Your Excellency for your having eo 
graciously accepted our invitation and agreed to inaugurate the proceedings 
of our Conference this year. I may assure you, Sir, that we have no sinister 
motive's in inviting Your Excellency tD this Conference, as we have no lists 
of grievances to enumerate, and there will be no direct or covert appeals 
for financial aid from Your Excellency's Government. 1'he Reception Com· 
mittee'sfinancial condition is sound, and we hope to be able to close with a 
credit balance at Bank after meeting all our reasonable and legitimate · 
expenses. We have been lucky in enlisting theser_vices of a past-master in the 
science and art of begging, in the person of the Principal of our College of 
Commerce and Economics, Professor Tannan, who knew when and where to 
beg in this city of Industrial Magnates and Merchant Princes, The velocity 
with which Principal Tannan· successfully relieved our Bombay friends of 
some of the contients of their purses alarmed some of us and he had to be 
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requested to stop his predatory activities so that we may not be loaded with 
a surplus for which we have at present no use. We hope to be able to 
present out of our surplus a small purse to the Indiap Economic Association 
and enable that Association to start a journal of its own, where members can 
from time to time, expound their views and publish the results· of their 
researches. The presentation of this purse will, however, be only a 
voluntary contribution from Bombay to the All· India Association of which 
we form a part, and will therefore materially differ from the annual contribu
tion levied, may I say, "extorted ", by the Government of India from the 
Bombay Government out of the legitimate provincial revenues of this 
Province. 

We must here express our thankfulness to t.he public spirited citizens 
of Bombay, but for whose ready response, our financial condition would not 
have been so satisfactory, We are also indebted to the Univeuity of 
Bombay for their handsClme contribution to the Conference funds, and for 
the sympathy and support of the Vice-Chancellor and the Syndicate who have 
cordially helped our Committee in organising and holding this Conference 
in Bombay. 

To you, Sir M. Visvesvaraya, we accord an equally hearty welcome. 
We are grateful for your having come down all the way from Bangalore at 
such short notice to take part in and to preside over the deliberations of this 
Conference. As an ex-Dewan of Mysore you have carved out for yourself a 
niche in the economic history of that model State, and we may congratulate 
ourselves on our having secured your co-operation and guidance on the 
present occasion. . 

We are also proud to note that our invitations have been accepted 
by so many distinguished !isitors, several of whom are our leaders in com. 
merce and industry-the practical economists of the day. we are exceedingly 
thankful to them for the interest they have thus evinced in the proceedings 
of our Conference. 

Brother Delegates, this Conference is yours, and we, members of 
the Bombay Reception Committee, W!llcome you most cordially, and assure 
you that we shall do our best to make you feel at home during the period 
of your stay amongst us. Your enthusiasm and your eagerness to advance 
the interests of economic science have made you travel long dis
tances at considerable discomfort, that you may give this Conference the 
benefit of your expert knowledge and of your valuable experience. We of 
the Bombay Reception Committee, therefore, accord you a special welcome 
to our City-a City recognized as taKing the l~ad in indigenous mercantile 
enterprise. We have arranged for visits to Welfare.Centrea and Workmen's 
Institutes, a cruise in the Harbour followed by a visit to our Cotton-Green 
at Sewri. The cruise will demonstrate that ours is an Island Cit:y and that 
we c~n not only motor down from one part to another part of the City, bull 
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that we can also go by boat from the commercial centres of our City to 
other portions of our Island. We trust you will enjoy these visits and wel
come such interruptions to your learned discussions. 

Ladies and gentlemen, the economic upheavals and disturban~s set 
up by 'the Great War of 1914-18, gave such rude shock to some of our eco· 

• nomic theories that Professor Hamilton of Calcutta, and the late lamented 
Principal Anstey of the Sydenham College of Commerce and Economics, 
considered it desirable to start, in consultation with professors of Economics 
in other Provinces, an Indian Economic Association, and it waa 
. resolved to hold an annual Economic Conference in one or other of the 
principal University centres of India, The first of such Conferences was 
held at Calcutta in 1917, the second at Bombay in 1918, while the 3rd, 4th 
5th, and 6th Conferences were held respectively at Madras, Allahabad, Patna. 
and Lahore. This is the seventh Conference and the second occasion on 
which we hold it in Bombay. 

Though Calcutta may dispute the right of Bombay to be ranked as 
the Commercial Capital of India, Bombay may with some confidence claim to 
be the financial barometer of the continent of India. In respect of indigenous 
enterprise, Bombay is easily first, as it is here that we have the largest num· 
ber of successful Indian financiers, industrial magnates and merchant 
prinoea. who have established industries an4 opened out overseas trade and 
thereby proved the capacity of the Indian to excel in the world of commerce 
and industry. A visit to a City so circumstanced will enable the economist 
to explore tb e reasons for the successes as weB as the failures of Indi~n com· 
mercia! enterprise. My association with tl:e business houses of Bombay for 
the past quarter of a century has impressed on me one special feature of the 
business world in Western India, viz., the harmony with which business 
men of all communities, Europeans, Parsees, Hindus and Muhamedans. work 
together. In practically every kind of bUBiness, members of these different 
communities are intimately connected with one another either as 
partners of firms , or as Directors of companies ; and to put it 
at the lowest, their enlightened self-interest ma.kes them work together 

·without any friction. Those engaged in business cannot afford to quarrel ; 
for if they do) it injuriously affects the financial interests of each one of 
them. They therefore agree to differ and speedily arrive at a satisfactory 
eompromise, and every business man relies -upon friends belonging not only 
to his own community but also to every other community. Such friendships 
are fostered in Bombay by ignoring the weaknesses and idiosyncrasies of 
business associates and magnifying their merits and virtues. This is a frame 
of mind which helps the consolidation of business intimacies and the assimi· 
lation of the merits and virtues of associates in business. 

- Bombay is essentially a .. man-made City; and no small p()rtion of the 
credit of having converted this marshy Island of Fishermen into such a busy 



HIS EXCELLENCY THE RIGHr HONOURABLE SIR LESLIE ORME WILSON, 
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centre of commerce and industry, is due to our industrial and commercial 
magnates, drawn from different communitiei, The study of the econ01nic 
history and growth of a city eo situated must prove _fascinating to, .. enthusi
astic economists. There was therefore some appropriateness in' the first 
College of Commerce and Economics having been established in Bombay by 
the joint efforts of the University, the merchants and Government of Bombay. 
The great war having unsettled some of our economic theories, it was natural 
to expect the Professors of our College of Commerce and Economics to take an 
active part in the deliberations of this Conference ; and they have accordingly 
attended every annual conference and exchanged views with their fellow eco
nomists from the:other provinces. -

Ladies and ~Gentlemen, during the next four days tha learned 
delegates of this Conference will be engaged in exposing economic fallacies, 
exploring economi~t truths, investigating Indian economic problems, and try
ing to reconcile post-war economics with pre-war economics. I will not detain 
you any longer with a rambling speech as you must be eagerly waitin5 for the 
inaugural address of His Excellency the Governor, and I have therefore the 
honour and the pleasure to request Your Excellency to deliver the Inaugural 
Address and to declare the Conference open. 

His Excellency in declaring the Conference open, delivered the follow. 
ing inaugural address: 

LADIES AND GENTLEMEN, 

The opening wordd of the speech of the Chairman of the Reception 
Committee have filled me with confidence and have added considerably to 
the pleasure which I feel in being present at this gathering. H is indeed 
unusual to find an occasion when Governm~nt is not asked either directly 
or indirectly for financial assistance, and I find myself to-cay in a gathering 
which I am tempted to call unique, living as we do in a world full of troubles 
and anxieties, where there is such a complete lack of grievances as I find here. 
The Chairman has also given me, perhaps inadvertently, some most useful 
inform~tion, and I can assure you that I shall not hesitate to borrow, if I 
can possibly acquire them, the services of Professor Tannan, as 1 myself 
have some schemes in mind in which his invaluable services as pastmaster 
in the science and art of begging will be of the greatest value to me. I shall 
aleo bt- able to suggest to the Chairman of the Reception Committee eome, 
in fact many, methods by which he can be relieved of thJ.t ·incubus of a sur
plus under which at the present moment he is staggering. 

In the few words which I shall say to you, I should like, in the first 
place, to congratulate you on this annual Economic Conference, and I am 
glad indeed that the seventh Conference should be held in Bombay so shortly 

3 
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after my arrival here. I should indeed hesitate to tread the dangerous and 
controversial path of discassion and argument as to the respective merits of 
Bombay and Calcutta as the commercial capital of Tndia, but even in my 
shott time among you I have been much struck by what you, sir, call the 
cosmopolitan character of the hlilsiness community of this great city, and 
even before I arrived here I have had ample evidences of the manner in 
which men of all communities ca~ried out their industrial undertakinas 
working whole-heartedly together for the _industrial and commerci~l 
development of the city and the Presidency. 

Nothing to my mind can be of greater use or advantage to the business 
world than that there should be so many who can be _brought together to 
discuss the vital question of economics, par;icularly economics as affecting 
India in an atmosphere where political feelings play no part and where the 
greater good of the community is the sole consideration. 

We are fortunate in Bombay in the pos3ession of the Sydenham College 
of Commerce and Economics and I am particularly fortunate to-day in bearing 
a very eloquent welcoming address from Mr. Subramani Aiyar, its first 
Principal, whose services not only to the College but ta economic education 
in general have been !;'O remarkable and to whom we look in the future for a 
eontinuance of his great assistance. 

Many of our theories on economics were sadly disturbed by the war 
But now we have had time to learn the economic lessond of the war and I 
can think of no more suitable occasion ta hold unbiassed investigation to 
which you, sir, have referred than at the .present time. We have seen the 
effect of the great war on the curtailment of the productive services. We 
have felt the result of a complete derangement of ail our per-war financial 
systems and the world is called upon now to endeavour to make up a deficit 
of losses, human and financial, losses of a magnitude which ten years ago 
would rot have been thought pos3ible. 

In all our problems, great as they are, it would seem to me that the 
greatest danger we have to meet is that too much attention should be paid to 
financial deficits and too little attention to the human deficit, Let me not 
be misunderstood and let it not be thought that for one moment I do not 
advocate the strictest economy in public and private life. That is vital 
at the prsent moment but we cannot over-estimate the danger of not doing 
all tbat lies in our power to wipe away these deficits in education, production 
and industrial development due entirely to the ravages of war. 

Undoubtedly, a great task lies before every nation at the present time 
and it is only in the hard cold school cf economic thought that we shall find 
solutions to those problems which confront U3. It was a great man who 
once said that some talk, as if S()me people in the world had a natural 
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cleverness and could do things without trouble, but he had never heard 
any one who did anything worth doing without taking a great deal of 
trouble, and that is a great truism. You will spend your time at this 
-Conference, tempered I hope by an adequate amount of •eluation, in 
discuscing these great problems, problems which even though your confer
ence is called the. Indian Economic Conference, are just the same as 

'those which are trying the meDtal streng th of the economhts of 
all countries, and in inaugurating this Conference not, as you, sir,j have 
· suggest:d with an inaugural address but with these very few remarks, 
I wish you well and may your deliberations resulll, as I feel sute they will, in 
practical suggestions which will be of benefit not only to this great country, 
but to the world in general ! 

Principal Tannan in proposing a vote of thanks to His Excellency said: 
I deem it a great privilege to be entrusted with the most pleasant duty of 
proposing a hearty vote of thanks to His Excellency the Governor for 
:inaugurating this Conference. l am sure, I am voicing the feelings of all 
of you when I say that His Excellency has laid us under a deep debt of 
gratitude by coming here this morning to declare the Conference open and 
to wish it success. I must confess that when I was asked to approach His 
Excellency soon after he assumed charge of the high offict: he hoHs to make 
a request to come and open this Conference, I felt very diffident about the 
success of my commission. It was indeed a matter of pride as well as rejoic
ing when we learnt that in spite of the numerous calls upon his time His 
Excellency had kindly consented to accept our invitation. It is therefore quite 
clear that we are extremely grateful for the trouble he has taken. With these 
few words I commend the proposition for your acceptance and trust you 
will carry it with acclamation. 

His Excellency replied: I am really grateful to you for so cordially accept
Ing the vote of thanks for coming here. I speak in all sincerity that it is 
a great pleasure to have been present and have the opportnnity of saying a 
very few words in inaugurating this Conference. But I regret I han other 
engagements which compel me to go away now. I shall take a copy of 
the Conference Papers with me. I do wish the Conference every succe~s. 
You will have difficult problems to consider but I trust your deliberations will 
result in suggestions serviceable not only to yourself but to the public parti
cularly at the present time. 

Bis Excellency then left. 

Dr. John Mat thai (Madras), in proposing Sir Visvesvaraya to the chair 
eaid that Sir Visvesvaraya had proved himself on three grounds best fitted t 8 
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preside over their deliberations. As the Chairman of the Reception Com
mittee has already told us, Sir M. Visvesvaraya comes to this Conference· 
with a long and distinguished career as an engineer, and as the Divan of 
a premier Indian State. What is of interest to us is that in both of these 
capacities be has given his best to the solution of the most difficult econo· 
mic problems in this country. I am &ure he wfll be very welcome to us 
at this session of the Economic Conference. He is a tried and a tested 
administrator and an old alumnus of the University of Bombay. On this 
account I have very great pleasure. in proposing Sir Visvesvaraya to the chair, 
and in commending the proposition to your acceptance (cheers;. 

Sir M. Visvesvaraya then took the chair. 

Prof. H. L. Kaji then read out a letter sent by the Hon. Mr. V. G. Kale, 
. the President of the Association for 1923 :-

"I regret that owing to important and pressing duties here I cannot 
get away to preside over and even to attend the Economic Con
ference. This is disappointing to me personally ~utI have not the 
least doubt that under the distinguished presidents hip of Sir M. 
Visvesvaraya, the Conference will prove a splendid success The 
progress which economic re~.>earch and study are steadily making 
in India is gratifying and I am sorry I ehall miss the opportunity 
of meeting the many active and zealous economist friends who will 
assemble in Bombay. Several J?roblems of the highest national 
moment to the economic development of India await correct diag· 
nosis and effective cure and I trust that devoted students of 
these problems will be able to make their legitimate cuntribution 
to the task of finding and applying the remedies. I wish the 
Conference every success." 

Sir M. Visvesvaraya then delivered his Presidential Address:-
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When I received the request of your Executive Commtttee to take up 
the duties of President of this Conference a few days ago, I was travelling 
in the interior. For several reasons, the shortness of notice being one of 
them, I hesitated to comply at first, but, when later I gave my consent in 
response to a more pressing message, I did so with a mental reservation 
that I would not inflict a lengthy address on you. 

I do not intend to dwell here on the present depressed condition of 
industry and trade in the country which, let us all hope, is a passing phase. 
I propose rather to discuss some of the more permanent factors, including 
certain glaring defects in economic equipment, which have retarded the 
progress of this country for some time past. 

Many of you, particularly businessmen in Bombay, who have always 
taken an honourable share in public affairs will realise how difficult it is to 
discourse on Indian Economics in a practical spirit without coming up 
against controversial topics. In discharging this difficult task, however, I 
propose to take special care that, as far as possible, no words of mine shall 
have a jagged edge. 

Indian Economics has been in a state of complaint ever since the 
subject came to be handled by men of courage, ability and independent 
thought. Questions germane to the subject have been discussed with great 
candour in the pa.5t in the writings of eminent men like Dadabhai Naoroji, 
Romesh Chunder Dutt, William Digby and others. 

The All-India Industrial Conference, which until recently used to 
meet annually, also dwelt on topics of allied interest. The late Mr. Ranade 
wrote books, published magazines and carried on propaganda for several 
years. Under the auspices of that great Indian, annual industrial conference;; 
were held in the nineties in the city of Poona. I lived in those days in 
Poona. In spite of its early awakening there has been no actual wealth
building in that city. While the intellectuals of Poona were ·investigating 
intricate economic problems, prominent commercial communities of 
Bombay, viz., the Parsis, the Bohras, the Bhatias and the Banias with their 
keen business instincts were engaged in building up trade and wealth for 
themselves and for their city. Bombay owes the wealth and prosperity it 
enjoys to-day to the enterprise and example set by the leading men of these 
communities-the Tatas, the Petits, the Currimbhoys, the Mehtas, the 
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reputations• for themselves and left behind large business concerns for their 
successors. 

\V e must not in thi'S connection forget that the growth of Bombay, as 
a great commercial centre, is primarily due to the :stable conditions built 
up by British rule. The present economic framework of India is a British 
framework, originally meanf for British commercial needs, at a time when 
population was sparse and food cheap and the advantages of factory 
industries and modern systems of.commerce were not sufficiently known 
or understood in this country. 

General Economic Situation. 
One great disadvantage nnderwhich we labour here is the unsatisfactory 

state of its economic statistics. Such statistics as we have are incomplete 
and indefinite. For example, the money value of production from agricul• 
ture by villages or districts is not known to the Provincial Governments. 
The correc.t capital and production from industries and the Indian share in 
them and in the country's commerce is not known. If the approximate 
money values were available, as is the case in smaller countries like 
Canada and Australia~ we should have a basis upon which to judge our 
position from year to year, compared with other Dominions and 
adyanced countries. As matters stand. there is no means of appraising 
our real economic situation. Nobody, except perhaps the professors of 
the Sydenham College, go into these root facts. 

Such statistics as we have, however, reveal a very unsatisfactory 
position. With your permission I :will call attention to a few typical 
features. The wealth of India . before the War was estimated at [3,600 
millions or Rs. 5,400 crores. This meant an average property or wealth 
amounting to Rs.t8o per bead of population. The corresponding figure 
for Canada was a little over Rs. 4,400 ; that for the United Kingdom Rs. 
6,ooo. Again, the annual income per bead in India at the present reduced 
value of money varies from between Rs. 45 and Rs. 6o. Even assuming 
the maxium figure of Rs. 6o, it would mean au average income of Rs.:; 
per head per month. The corresponding yearly income given for Canada 
is Rs. 550 and for the United Kingdom Rs. 720. The trade for the whole 
of India comes to about Rs. 20 to Rs. 25 per head. For Canada and the 
United Kibgdom, the figures are Rs. 510 and Rs. 640 respectively. On 
account of the general low level of occupations and low standard of living 
the death rate in India is very high, being over 30 per r,ooo while the 
same is less than 14 per I,ooo in the two countries named. The average 
expectation of life is about 24 years in India while it is about 45 in 
European countries. Education is extremely meagre, less than 6 per cent 
of the population being literate. Every other primary test that you may 
apply will show the same low standing, the same low level of efficiency. 

~ides this such property or wealth as there is. is unequally distributed. 
Iodustr~cs are confinecl to th,:-~ 9r Jour large cities like Bombay, Ahmed· 
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abad, Cawnpore, Calcutta and in a small way to a few other places lib 
Madras. I have al~y referred to the unprogressive character of the city 
or Poona, unprogressave I mean as regards material wealth. An eminent 
Bengali economist told me a few weeks ago that over So per cent of the 
w~th of Calcu~ta was i.n non-B.engali hands.· Vast numbers of population 
cbng to occupations whach outnde competition bas rendered unremune
rative but there is no agency to advise and no one to go to their help. 

Ignorance aad Poverty. 

The monthly income I have just stated::is Rs.s per head. This is tbe 
average but the income of the poorest classes is of course much lower 
than this. The masses of the population are steeped in poverty bordering 
on destitution, poverty to which there is no parallel-in Western countries. 
You will agree that a people with so low a record of literacy as 6 per cent. 
aod so poor an income as Rs. 5 per head per month cannot be said to be 
equipped for the struggle for existence and yet our late Governor, Sir 
George Lloyd, in a speech he made iD November last. before a .meeting of 
the Associated Chambers in Bombay, read the situation in a very difterent 
light. Said Sir George :-"The more closely the situation is examined, 
the more amazed does the studeot become, not at India's poverty but at 
her prosperity and wealth... He then went on comparing the increase in 
the cultivated area, in the production of wheat and rice, within the past 
20 years. Sir George Lloyd was able to push, to the stage of sanction. the 
Sukkur Barrage project, which, it must be admitted, is a scheme of great 
economic importance to the country. We commend this measure; in 
other respects, his view is by no means the Indian view. As you know, 
this statement which I have quoted has been hotly disputed by Indian 
publicists all over the country. Sir George in making it bas adopted a 
wrong basis for his comparisons. A progressive Government would take 
pride in the growth or production from indnstri~ of volume of commerce, of 
science, of arts and crafts and or technical education. Oar late Governor, 
however, referred to none o£ these ; he chose rather to point to the increase 
in certain agricultural products as evidences of India's prosperity. For 
ezample, be said that in 20 years the area under rice rose from so 
million acres to So millions and wheat from 25 to 30 million 
acres. If he had compared the figures for wheat with those 
of some of the Dominions. he would have. found ·something startlingly 
instructive. For instance in Australia in the same period mentioned by 
him, the area under- wheat rose from about 3·6 million acres to a little 
over 9 millions; in Canada, the increase was from under 4 million acres to 
nearly 13 millions. Agriculture, as we know, is the least remuner.Ltive 
or occupations and no country can maintain a civilized existence on agri
culture alone. Then he compared Iodia"s present condition not with any 
average progressive country outside but with the past condition of India itself. 
T~ is tP,e ~ ofti~uu waf of clemonsqating prosress ip. this country. In 



4 

a competitive world, it is not what we are to-day as compared with our 
past that matters, but how we stand with our competitors in other parts 
of the world. The fact that we were once doing very ill in some respects 
but are now better is no proof that we are doing anything appreciable 
n comparison with our neighbours. 

It will be seen from the facts I have adduced that the general econo· 
mic position of India may be summed up in the two words, ignorance and 
poverty. What pains every thinking Indian who is anxious about his 
country's future is that there is no policy in the administration and no 
continuous effort on the part of our public men to combat these two evils. 
It is the obvious duty of Government to compile and maintain correct 
statistics to show the progress made by the people of the country in matters 

· relating to their development. The absence of such statistics creates the 
suspicion that their maintenance is inconvenient because it leads to the 
obvious imputation which the figures convey. There should be, in fairness 
to Government, no scope for criticism of this nature. I am grieved to learn 
that, as a measure of retrenchment, even some of the meagre statistics 
which were being published till recently are being discontinued and the 
country is being plunged into deeper darkness. 

In the educational activities of the country, it is an undeniable fact 
that technical and commercial education has come last and come late. The 
training available for industrial and commercial pursuits is extremely 
limited. The Sydenham College of Commerce and Economics was started 
only ten or twelve years ago. Even at this late date there does not exist, 
within the four corners of the Indian Empire, a single well equipped College 
of Technology such as we find in Europe or America. ' 

I hope you will not mind if I give one or two instances from my own 
_ personal experience. 

Some sixteen years ago, I served on a Bombay Government 
Committee which went into the question of the improvement of the 
College of Engineering, Poona, and that committee recommended, inter 
aiia, what arrangement should be made for instruction in the highest 
branches of electrical engineering. The then Government approved of 
the recommendations made but the degree in electrical engineering, then 
proposed, is not established to this day. Some of you may be aware 
that a Technical and Industrial Education Commtttee was appointed by 
the Bombay Government in March 1921, of which I happened to be the 
Chairman. We laboured for a year under difficulties and produced a 
scheme. The uanimous report of the Indian members of that committee 
was, ·as far as I know, approved by the entire press with the exception of 
one influential paper. But so far as the public is aware, Government have 
taken no action on our Report for over 20 months. The state of the 
finances may be a reason, but if the Government were in earnest, they might 
have approved of the scheme or at least one of the two schemes presented, 
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and laid down a programme and asked the people to do what they could 
by their own unaided efforts, until funds could be found. But unfortunate• 
ly there has been no inclination so far in that direction. In rgrS the Indian 
Industrial Commission, although debarred from_ considering. questions of 
fiscal policy, made some recommendations calculated to give' an impetus 
to industrial development. I could name a dozen instances in which the 
more important recommendations have remained a dead letter. No public 
official in this country deems it his duty to discuss these questions from 
the broad standpoint of policy or national interest. There is no visible 
move on the part of any one in authority to remedy many of the root 
defects I have enumerated. 

A New Economic Structure. 

We miss, in this country, the equipment and many of the measures 
usually found in the Dominions and progressive countries to protect or 
promote their economic interests. This is admitted. The semi-official 
review, India in 1922·23, states the bare truth when it says that "the country 
is not at present organised for the production of wealth." It is this 
organization and other concomitant measures, which are overdue, that we 
want our Government and public men to take in hand without further loss 
of time. The object of this new economic structure should ~be to provide 
the machinery :and agencies needed to promote agriculture, industries, 
commerce, banking, communications, :technical and general education and 
the multiplication of occupations generally. 

You are aware that Boards of Industries have been established as a 
result of the recommendations of the Indian Industrial Commission. There 
is much room for improvement in the performances of these Boards. 
Sometime in 1922, I met the well-known Industrial expert Sir Alfred 
Chatterton in this city and as he and I had previously worked together on 
industrial questions in Mysore for about seven years we exchanged views 
about the new Boards of Industries, "How is business, Sir: Alfred." I 
enqu.ired. " Oh very bad, they are only manufacturing files," was his reply. 
He meant of course files of correspondence. 

The Board of Industries in each Province ought to work under the 
control of the Minister-in-charge of the Development Departments and he 
ought to be advised by a Development Committee of the local Legislative 
Council. There is a large amount of opinion in favour of the present 
Boards being made a statutory body; the members instead of being no• 
minated should be elected from among prominent businessmen and 
agriculturists. One section of the work of the Board should relate to 
industries with the Director of Industries as Secretary. A second section 
should concern itself with agriculture, commerce, technical education, 
co-operative societies and propaganda work generally to create an econo
nomic atmosphere1 and this section should be in charge of a General 
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Secretary. The Board should have its subordinate and expert staff in all 
the districts and work in collaboration with the local people's associations. 

People's associations exist in many places already, chambers of com
merce, manufacturers' associations, District and industrial associations, 
agricultural associations etc. The creation of new agencies or new 
associations should be encouraged in localities and regions where none 
exist at present and the activities of the whole body of them should be co-
ordinated if possible through a central body of the headquarters of the 
Presidency or Province. This central body may be an existing association 
or it may have to be newly created. The people's associations which may 
be actively engaged in practical development work or propaganda ought to 
be assisted with technical advice and other help by the officials and .ex
perts of the Board of Industries. 

As in Japan, every city, town and village, or if the village is too small, 
a group of villages, should have a council or committe or panchayat to 
attend to increase of production under agriculture and industries and the 
spread of education, includtng vocational education and discipline. As in 
Japan, each city, town and village should maintain statistics of production 
and education through its own agencies and the Government· Departments 
should be held responsible to compile figures for the district and the 
Province and at intervals to review and comment on the actual progress 
achieved not only in individual unit areas, cities, towns and villages-but 
also in regions and Provinces. 

The Member or Minister of the Government of India in charge of 
the Development Departments should work in association with a Committee 
of the Central Legislature and should be able to enunciate policies and 
programmes which command popular support and review the progress 
achieved from year to year. The Provincial Minister should do similar 
work in the Province. 

All-India Associations like the Indian Economic Association should be 
up-to-date business organizations with paid Secretaries and office equip
ment and should be in constant communication with the leading mer• 
chants and manufacturers, the Central and Provincial Governments and 
the Development Committees of the Central and Provincial Legislatures. 

Lastly, to meet the difficulty so frequently urged of want of funds for 
developing industries and education at a time of fin:Omcial strain like the 
present, it is suggested that for the next ten or fifteen years, the development 
projects be financed by loans. We have some unproductive debt already at 
present. \Ve spent Rs. 150 crores or more on the great war. We might as 
well add to that debt a little more to fight ignorance and poverty. These 
loans will, of course, be Provincial. Such an expenditure, even though 
financed by loans for which interest and sinking fund charges would have 
to be met from current revenues, if it helps to reduce illiteracy and poverty, 
will in the long run prove a valuaple investment. 
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We require an economic survey for the Provinces to prepare 
estimates of their present assets. Starting with the results of this survey as 
a basis, progress should be watched in each of the developments by yearly 
and periodical stock-taking. Yearly, and in som~ cases monthly, returns 
should be published show~ng the attendance at educational institutions, 
growth of joint-stock undertakings, of production, of indigenous banking 
and shipping interests, etc., in each local area or region as well as in the 
Province as a whole. 

There should" be a constant and cordial co-operation between 
Government agencies and people's associations and representatives, and in 
the present state of development, Government aid is of the greatest value. 
But under a healthy organization we may confidently expect that the 
responsibility for stimulating and maintaining economic activities will be 
shouldered more and more by public bodies as time goes on. · 

Other Special Measures. 

Such is the main structure I would recommend for economic 
regeneration. I do not say that the scheme as outlined by me is the best. 
But it includes the essential features usually borne in view in progressive 
countries. In saying this, I have two countries particularly in view, namely 
Japan and Canada, countries which I have twice visited, of whose economic 
framework I can claim some knowledge. Any other similar scheme will 
answer, provided there is no deviation from the principles indicated. 

In addition to providing a new economic framework, there are a few 
special measures which the State should take in hand, .!?imultaneously, to 
promote the ·material prosperity of the country. An impetus should be 
given to the manufactur~ of railway materials and rolling stock in India. 
This will come about automatically if Government piaces orders for 
railway materials and rolling stock within the country, through local 
merchants and contractors, subject to delivery according to specifications. 
I think for some time Indians should consent to purchase in England all 
such. materials as cannot be had in India. Under present abnormal 
conditions, even British-owned factories in India fail to secure Government 
patronage. In Germany, before the war, not only were all railway mate• 
rials purchased from firms within the country but each State insisted upon 
orders for plant and machinery for its railways being placed within the 
State itself. Similar measures of State patronage in each Province will go 
far to help to build up industries in India. 

The manufacture iof locomotives, machinery and motor cars will 
not take long to be established, if suitable subsidies and freight concessions 
on railways are granted. In the case of such new industries, dividends at 
reasonable rates for stated periods might be guaranteed or part of the 
capital needed for starting them provided by the State. Some money 
should be spent, or wasted, by the Government to make a start. 



8 

· 'the manufactures for which there is a market within the country 
should receive earliest attention. At present, we are exporting Rs. 40 

crores worth of raw cotton and Rs. 13 crores of cotton manufactures 
making a total of Rs. 53 crores per annum. We are importing cotton 
piece goods valued at Rs. 6o crores. But it is superfluous to remind a 
Bombay audience that there is room for 300 more cotton mills in the 
country and that with a little forethought and preparation, we ought to be 
able to manufacture for export cotton goods valued at about Rs. 75 crores 
more. The country might have an income of Rs. 68 crores from cotton 
and cotton manufactures instead of a loss of Rs. 7 crores as at present. 
Employment can be found for the poorer classes in Bengal by utilising 
some of the raw jute which is now exported. It does not seem right 
that, while unemployment is rife in this land, the Indian should be 
allowed·to remain idle and expect richer nations to spin•and weave for him I 

As regards protection, a high tariff policy may not be good for a 
country like England, which depends. for its support on manufactures and 
services, but as the experience of all the Dominions has shown, it is 
the only sound policy for India. The detailed enquiries into the steel trade, 
the meticulous care with which the Tariff Board are weigP,ing pros and 
cons are a superfluity. From the close enquiries I have made in 
foreign countries, especially Canada, the case for protection for the steel 
industry in India is fully established on general grounds, Under similar 
conditions no Dominion-no civilized country in these days would hesitate 
one moment to protect this basic industry. 

The country has demanded shipping and banking facilities for a 
long time past ·and perhaps it is time that strong committees of the 
. central legislature were; formed to vigorously promote these much 
needed facilities. 

The present system of sterling exchange and the practice of mair• 
taining a token coin for internal circulation should be speedily replaced by 
a standard gold currency. Every impartial expert I have consulted is of 

· this opinion. 

The extenaion of technical and commercial education should be 
pushed forward by the elected Boards of Industries already referred to. One 
good College of Technology and one Commercial College will be needed in 
every province and liberal scholarships should be provided for each provin• 
ce·for training our young men in England, America and Germany. 

There is one more point on which I wish to lay some emphasis at 
this stage. Whenever Government appoint Commissions or Committees 
in future to investigate any reform or forward move such as industrial 
development or techmical education, or forest exploitation, they would do 
well to depute those bodies to the Dominions and the progressive countries 
wbich have specialized in such subjects. The Commissions or Committees 
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would learn far more in a month in those countries than they would in 
India in a year if they toured gathering opinions of persons who have had 
no practical acquaintance with any better state o~ things. 

These are some of the more important measures which the 
country wants and which the Government of India would undoubtedly have 
adopted long ago had that Government been amenable to Indian public 
opinion, had India be<!n free to mould her economic destiny. 

Conclusion. 

I have had to dwell on topics, some of which may seem controver• 
sial. BQt how could I avoid them ? My theme has been ignorance and 
poverty and measures of amelioration. I have an idea that no more 
appropriate subject could have been chosen for discussion at the present 
time before an All-India assembly of businessmen and economic experts 
such as this Conference is. 

There is a steady attempt in progressive countries like U. S. A. and 
Canada to raise the standard of living by a liberal extension of education 
and by mQltiplying the use of machinery and by restricting immigration. 
Leading American economists have begun to declare with pardonable pride 
that their country is already within striking distance of abolishing poverty. 
From the facts I have P.laced before you, such a hope for India looks like 
a distant, very distant dream. The county is not organized for the production 
of wealth, says the latest semi-official report; then what is it organised 
for? We know the population is growing but we are not aware of any 
deep-laid plans or thought-out purpose in the Government either to provide 
for or to combat this increase. If there is a policy or programme for 
economic uplift in the councils of Government, let us know what it is. If . 
it is a sound one, why every patriotic citizen, every association in the · 
country would work for it. But if there is no policy, no programme and 

• if it is just a case of drift, the situation seems grave. \Ve owe it to our 
country and posterity not to rest content until suitable remedial 
measures are adopted. 

It is true large irrigation schemes have been developed under British 
rule and railways e;<,iended from one end of the country to the other, but 
that is no reason why, if bigger economic schemes are possible, they should 
not be attempted. There are vast tracts of country still undeveloped and 
vast forests and mining resources remain untouched. The industrial 
possibilities alone are immense. America shows how extensive railway 
systems could be made if every ounce of iron and steel required were 
manufactured in the country itself. Millions and millions of money 
have gone out of the country to purchase ·iron and steel products and 
machinery in the past. \Ve have got the raw material, we have 
got the men. \V e are already making pig iron cheaper than it can 
be manufactured -in any other part of the world. If timely measures 
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are adopted, steel manufacture and machinery can be made equally cheap 
within the country. People are hungry for employment. \Ve know that 
in many parts of rural India the cultivators obtain remunerative employ
ment only for 6 or 8 months in the year and that quite 8o per cent of them 
live in mud huts sheltered by thatched roofs. \Ve know what unemploy
ment means and we cannot but deeply fed for the great numbers of the 
unemployed in England. But for every million of unemployed in the United 
Kingdom, there must be at least 30 millions in India, but we keep no 
unemployment rolls, we make no returns. 

If the necessary organizations, both semi-official and public, are 
brought into existence in the manner explained al.ready, if policies and 
programmes are laid down duly endorsed by legislative enactments, if a 
correct inventory of the present-day position is taken and if the progress 
in production from agriculture and industries, banking power, growth of 
jointstock companies and other similar matters is watched from year to 
year, if we know what assets we have and what debts we owe and have the 
satisfaction that from year to year our assets are growing or our debt is 
diminishing, or if there is no improvement we keep ourselves informed of 
the reason why, then the country can be sure that good use ~s being made 
of its opportunities, or if good use is not being made, that it must be due 
to causes which are unavoidable or beyond human control. 

The inference must be plain to you all now that a change in the 
present economic structure, which is old and out of date, is overdue 
and that in future a permanent union between Great Britain and India 
should be promoted and maintained on the basis of mutual benefit and 
healthy common interests. But the change will not come about unless 
fiscal autonomy is first conceded. There is an awakening in the people 
who now know that they will not be able to get on without education 

-and industries and are willing to make sacrifices. \V e have huge re
sources and an enormous population which has not been adequately 
mobilised. If the measures suggested here, or other equally effective ones, 
be adopted, there is every prospect that we may be able to double pro· 
duction from agriculture, and quadruple that from industries, in less than 
fifteen years. With the creation of resonable facilities, there is every hope 
that the material progress of the country will proceed at a pace which 
will astonish the world. 



BRITISH IMPERIAL ECONOMIC RELATIONS~ 

BY PROP. A. J. SAUNDERS, AMERICAN COLLEGE, MADURA. : 

Some time ago I was talking with a friend, a man British born, who 
bad great fears for the future of the British Empire. He said :-"The 
Empire has become a Commonwealth of Nations ; it is too large, it cannot 
be properly handled, its diversity of interests cannot be CO"'rdinated, I fear 
it will eventually break up, because it has not a sufficient and strong enough 
cement to hold it together." While I do not share my friend's pessimism 
I do recognise at the same time the serious nature of some of the dangers 
which were causing him anxiety. 

The growth of the British Empire during the last two hundred and 
fifty years has been a most astonishing and wonderful thing. There has 
been nothing like it in the whole history of the world. The might and 
power of Rome in her golden days, and even the extent of the 
Holy Roman Empire, do not compare with the political and economic posi
tion of the British Empire in the world to-day. Her political objective, in 
regard to which there have been many serious and concerted efforts to 
unite upon and work a common policy, is a commonwealth of free nations 
but bound together by the strongest ties of an enlightened and progressive 
imperialism. Politically we have a policy, and we are trying to work it out 
together. But the ~esis that I want to discuss with you t~day is-The 
British Imperial Economic Policy has not kept pace with our political 
policy. We are jus\ beginning to go together and talk of an Imperial 
Economic Policy. The recent Economic Conference in London was a great 
step forward in this direction. _But as I have said we are just beginning 
to consider an aU· British Industrial and Commercial Policy. 

Our former policy, or more correctly speaking, lack of policy was a 
practice of hissez jaire. Each country set up its own form of bouse-keeping 
and its independant spirit would not allow to be dictated to by any other 
sister country, not even by Mother England herself. And BO Canada, 
Australia,.and South Africa have formulated their own economic and fiscal 
policies irrespective of Britain ; and India will do the same thing as soon as 
she gains her freedom. Now, do not misunderstand me; I am not condemn
ing this practice. For it is the ab~olute right of free nations. But, what I 
am pleading for is a policy arrived at by conference that shall determine 
Imperial Economic Relations in which imperial advantage and national 
advantage shall be so adjusted that the result will be the greatest good 
to the greatest number in both the Empire and the individual nation, I 
am an Imperialist, but not at the expense of the nation ; there must be 
worked o11t an !lConomic relationship that will be able to conserve the 
interests, of both. The two most important considerations in sueh a rela• 



tionship at present, as it seems to me, are the protection of our own produe. 
tion against foreign competition and especially dumping, which shall lead 
us to a consideration of Imperial Preference and the allied question of 
conserving aud extending our own markets within the British Empire. 
These are the two great economic problems- Protection and markets, before 
our Empire to-day, and I would like to discuss them very . briefly with you 
this afternoon. 

I.-Imperial Preference. 
Imperial Preference is not a new idea which has just come to the 

British mind ; it is a revival of an old controversy-Protection versus Free 
Trade, and simply means a system of mutual concessions in the matter of 
imports and exports to member nations of the British Commonwealth, but 
p~otection against the goods of the outside world. 

It was the influence of the French Physiocrats in the 17th and 18th 
centuri!!s, Adam Smith and his Wealth of Nations, the American War of 
Independence and the French Revolution, and the Anti-Corn Law League 
which changed England into a Free Trade Country in 1846. That policy 
bas been followed ever smce for over three-quarters of a century. It was a 
bold adventure of faith; it was an ideal which England hoped would 
be followed by other nations, but in this she was mistaken. As Professor 
Marriott in his recent book-•• Economics arid Ethics" (pp. 205-216) says:
"Applying to International trade his fundamental principle of division of 
labour, Adam Smith argued that all the world would benefit if each 
national unit were to devote itself to the production of those commodities to 
which it was, by nature, best adapted, and freely exchanged its own products 
for the products of other national units. 1 n the realm of practical affairs, 
Pitt, Peel, and Gladstone enthusiastically espoused the doctrines of Adam 
Smith, with the result that in England the policy of free trade displaced that 
ef protection, as the theory of laissez-faire superseded that of mercantilism. 
But the commucia lead so rapidly established by England did quite as 
much to alarm its neighbours and competitors as to encourage imitation. 
Free trade, it was argued, might well conduce to the prosperity of a country 
so wealthy and so peculiary 11ituated as England, but less fortunately 
situated and more backward countries could not afford the luxury. Other 
causes, mainly nationalist and political, combine,<l to induce a consider~ble 

reaction against the theory of Laissez-faire, especially in countries 
where the practice of protection had never been abandoned. On the side ot 
theory; the publication in 1841 of Friedrich List's "National Political 
Economy" proved a very effective counter blast to Adam Smith's coemo
politan doctrine On the side of practice the rapid progress of Germany 
s~med to suggest that industrial prosperity was at least not incompatible 
with high protection." 



" It may well be. that the time is not yet ripe either for u ninual free 
trade, or for universal disarmament. But the disciples of the Manchester 
School, even if their proposals were premature and thei~ policy were c~uried · 
out with undue precipitancy, were at least rigidly logical. They hoped for 
and expected the reign of peace, and they desired to accelerate its· advent 
by throwing down all commercial barriers, and by treating the whole world 
as a fiscal unit. They failed; but who shall say that their success might 
not have averted Armageddon 1" 

Within this present century we can recall persistent efforts directed 
towards tariff reform, such as the Tari:fl Reform League of Joseph Chamber
lain in t903; the Imperial War ConfeJ,"ence in 1917, when it was resolved 
that :-" The time has come when all possible encouragement should be given 
to the development of lmperhl resources, and especially to making the 
Empire independent of other countri~s in respect of food supplies, raw 
materials, and essential industries. With these objects in view the Confe· 
renee expresses itself in favour of ( 1) the principle that each part of the 
Empire, having due rdgard to the interests of oar allies, shall give specially 
favourable treatment and facilitie3 to the produce and manufacture of other 
parts of the Empire; " and the recent British Election on the clear-cut issue 
of protection or free trade. , 

It is true thai; for the second time in the last twenty years Protection 
has been voted down ~y a majority of t.he electors in Great Britain. But 
there is this to be said of the recent vote-the 1923 election shows a very 
large increase for Protection over the returns of t906. The Protectionist 
Party is the strongest single party in Britain to-day. l ask-does not a. 

comparison of the results of the tariff elections in t906 and 1923, and also 
the position of the Protectionisj; Party in England to-day, warra~t one i~ 
drawing the conclusion that public opinion in Britain is tending tOwards the 
policy of proteotion ? In this opinion I am supported by no less an autho
rity than Mr. Garvin, who, writing the other day in the 
Observer said that the tariffs will one day be carried in Great 
Britain, a~ in Australia, by Labour co-operation, but, while dropping this 
plank, the Conservatives must adhere to Imperial Preference safeguarding: 
the industries and agricultural aid. 

The Real Issue. 
The three things which have brought England and the Empire face to 

face with the.real issue involved in the problem are-the ugly and persistent 
fact of considerably over one million unemployed people in England, the 
chaotic economic sta~e of Europe to-day, and the strong demand for some 
system of imperial preference on the part of several of the Dominion repre
sentatives at the 1923 Imperial Economic Conference. Mr. Stanley Bruce, 
Prime :Minister of Australia, has been one of the prime movers in _this 
e.gitation for preference. He desires to see the Empire growing by meaQS q~ 



"a great common Imperial trade policy • into' the greatest and strongest 
economic Empire that the world has ever seen or ever dreamt of." In one 
of his E~peechcs he said:-" The problem with which we are confronted to
day is not so much one of production as disposal of the goods produced. 
Australia needs markets. We are pursuing a great developmental policy, 
which must be proceeded with, and we are hurrying men out to populate 
our empty spaces and produce more goods. We must now find markets ... 
Britain di!pends upon the Dominions for the absorption of the bulk of her 
exports. We depend upon each other. That position should be developed 
and consolidated and translated into a definite policy. Australia has already 
granted a measure of preference to Great Britain, and now it ,tsks that 
Great Britain should reciprocate and place our trade relations upon a 
definite basis. Unless this is dolle, the scheme of Empire migration and 
settlement devised to keep Great Britain's sons within the Empire must fail 
through lack of markets for the goods they produce. The danger will be 
avoided if, asa result of the deliberations of the Economic Conference, an 
Empire policy is e·volved of mutual benefit to Great Britain and the various 
Dominions.'' 

The answer to that position is, and herein we come to the real issue so 
far as England is concerned: "You cannot give a preference to the 
colonies unless you put a tax upon food.'' The problem eo far as Britain 
is concerned is-which is better to protect the home industry from foreign 
competition, or to maintain cheap food¥ But we are not so much 
interested in that question as we are in the larger issue-has not the time 
come when we should formulate a great common Imperial economic policy 
which should result in mutual benefit to the several member-nations and also 
to the Empire as a whole 1 

The Imperial Preference System. 
A start has been made as the following brief summary will indicate 

(see Mysore Economic Journal, Octobor 1923, p. 4C2), but it will have 
to be greatly extended before it can accomplish the object desired. 

GREAT BRITAIN.-It was not until two years after the Imperial War 
Conference that this country, under the Finance Act of 1919, introduced 
preferential rates of duty on colonial imports. Such goods in order to 
come within the scope of the concession, must•be shown not only to have 
been conveyed from, but " grown, produced, or manufactured in the Birtish 
Empire.'' On the "revenue " duties, the chief of which are levied on tea, 
cotlee, cocoa, currants, etc, sugar and tobacco, the deduction allowed is 
one-sixth of the ordinary duty. One-third is deducted from the duties levied 
in 1915 on motor cars, musical instruments, clocks a.nd watches, etc., while a 
yarying preference is ~ran ted to imports of colonial wine and spirits: 
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CANADA.-The development of Canada's preference system has been 
spread over a quarter of a century. In 1897 a preference of one-eighth, raided 
in 1898 to one-fourth and in 1900 to one-third, was allowed on all duties 
except those levied on ~wine, spirits, sugar, tobacco, Jl.nd related products. 
The preference was extended during the first two years of its operation 
to the United Kingdom, British India, New South Wales, the West 
Indies, New Zealand and South Africa. In 1907 the :flat rate of preference was 
abolished and specific reduction granted in the case of the separate commo
dities subject t(} duty, the preference on certain goods yielding large 
amounts of revenue being nil. This system is still adhered tJ in the 
case of Canada, and now applies to almost the whole of the Empire except 
Australia and Newfoundland. It amounts generally to about -:me-third 
of the duty, but in the case of many important classes of British goods to 
10 per cent. ad volerem The value of the preference, however, is reduced by 
the application of an •' intermediate " tariff to certain countries entitled to 
most-favoured-nation treatment. A recent attempt to increase the 
British preference to 50 per cent was defeated in the Canadian Legislature. 
It is und~::rstood that arr.t.ngements are to be shortly undertaken under a 
reciprocity agreement for the application of the preferential duties to 
Australian goods. 

AUSTRALIA--In 1906, a preference was accorded by Australia to 
South African products, aad in 1908 to British goods. The latter was 
considerably increased in 1920, and at the present time amounts in the 
majority of cases to 10 per cent Ad Valoren, and in more than a quarter 
of the total number of commodities to 15 per cent. The system therefore 
resembles that of Canada inasmuch as it varies between diff!?rent articles 
on the tarifi schedule, and further in the fact that concession to British goods 
is liable to be reduced by the introduction of an intermediate tariff, which has 
not yet, however, been applled by any reciprocal agreement 'with other 
countries. It differs from the Canadian system in that the geographical 
scope of its application is much narrower. This difference will be rendered 
less conspicuous in 'the event of the negotiations with Canada reaching a 
favoura~le conclusion. 

NEW ZEALAND.-The introduction .of Imperial Preference in 1903 
took the somewhat peculiar form of the levying of a sur-tax on gJods not 
having their origin in the British Dominions. The tariff now in operation, 
dating from 1921. gives a preference to goods of imperial origin in the case 
of two-thirds of the items on the schedule. On the majority of these items 
the preference amounts to from 10 to 20 per cent aa valorem. As in 
the case of Australia, an intermediate tariff has been introduced, but not 
yet applied. 

SOUTH AFRICA.-A preference on United Kingdom producta was 
tirst granted in 1903. The favourable ra.tes were extended by reciprocal 
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agreement to Canada, Australia and New Zealand shortly afterwards. The 
preference, while accorded to most classes of goods, is small, as compared 
with those given by other parts of the Empire and amounts at the present 
time to a. bout 3 per cent ad valorem. 

INDIA..-No preference is at present accorded to goods of imperial 
origin. There is, iu InJia., at the present time, a strong movement for 
protection. The majority report of the Indian Fiscal Commis~ion, publi
shed last a.utum'l, recommended the inauguration of a tariff system to be 
applied separately for revenue and protective purposes. On the subject 
of imperial preference the report recognized the possibility of granting sub
stantial advantages to British goods by this means, :1ut held that this could 
only be done by imposing a serious burden on I ndiit itself. Accordingly 
the commission took the view that preference, if '!ranted, could only be 
given in the case of a comparatively small number of commodities. 

From this brief summary it will be seen that the Dominions in gene
ral lean far more towar..ls protection iu their fiscal policies than does Great 
Britain. But If Britain will adopt the policy of protection it will give 
the daughter-nations of the Empire a basis for the negotiation of reciprocal 
trade concessions between each other, and that will place them in a. much 
better position in meeting the competition of foreign trade. 

India and Imperial F:referenoe. 
The great problem, however, in this whole scheme (If preference is the 

attitude of India. Indian public opinion does not want Imperial Preference. 
The reason is expressed by Saint Nihal Singh writing recent:y in the 
Daily Herald "Anyone can easily realise why Indians have no use 
for preference. If they are to lower their tariff wall for the bulk of the 
import;J into their country, they may just as well have no tariff wall. If 
Indian industries need protection, they manife3tly need protection from 
the imports from Britain, which con6titute something like three-quarters 
of our imports. When protection comes in India., it will be mainly directed 
against British exporter01 and manufacturer~.'' · 

Now there you have the issue. India demands the right to buy in 
the cheap~st market, and she has at present no great desire to further the 
interests of the British Empire of which she is a part, She is willing to 
take preference from England and the Dominions, but she is not so ready to 
ex tend conces~ions to them. 

The attitude that we must all develop is-live and let live, give and 
tllke, muLua.l bt}nefits for all, I have no cut and dried scheme to place be
fore you to day. We are not ready yet for an actual scheme of tariff pre
ferences. We need first to develop an attitude of mind in India which 
shall be willing to consider a policy of Imperial Preference, if it can be 
ehown to include mutual benefits. The question is :-if India is allowed 
Jlreferences in jute and cotton goods by Britain will she not allow correspon~ 



ding preferences to Britain in machinery, steel goods, ~nd glassware ! Ca~
not we as an Empire ~gree to :tl!ow mutu!!.l concesswns to one another 1n 

1 he matter of tariffs whil ~ at the same time protect our11elves against foreign 
competition? The time has eurel~ come w~en we should _formulate a pol~cy 
of Imperial Economic relations wh1ch shall aun at developmg and protectmg 
the resources o[ the Empire, and at the s \me time recognising the rights and 
interests of the several member-nations. And we can do that if we will 
agree to stand and work together as free and equal members of a great world 

Empire. 
II. The Question of Markets. 

Sir Philip Lloyd-Greame, in his opening speech at the 1923 Imperial 
Economic Conference, statPd that the Export TrJ.de ·of Great Britain was 
far below the pre-war standard, and that steady employment could be restored 
and maintained in England only by wiping out the deficit and increasing 
our old proportion of tra1e to meet the needs of an expanding population, 
and that the vital problem was the restoBtion of old markets, and parti
cularly the development of new markets. 

Mr. Stanley Bruce, Prime .M:inister of Australia, has pointed out the 
same great need. He has said :-"The problem with which we are confron
ted to-day is not so much one of production as disposal of the goods produ
ced." The member-nations of the British Commonwealth are becoming 
more and more exporting countrie3. It should be a part of our economic 
policy to provide markets for these products. Our first concern must be 
to secure markets for our goods within the Empire itself by a system of 
mutua.! preference. Let each country of the Empire produce what it can 
best produce and exchange its surplus products with other nations of the 
Empire, 0•1r imperial policy should be to become as self-contained as possi
ble, and the vast size and diversity of the British Commonwealth is such 
as to make that objective e<J.sily attllina.ble. With a thorough-~oing imperial 
policy of markets actually working we will then be in a position to nego
tiate with foreign nations for surpluses which may be available for the 
world mar~et. An imperial protectiv<l policy wi.ll strengthen our position 
in such negotiations. The great Dominions are constantly receiving offers 
for reciprocal trade relations with foreign powers. That is a good thing, 
but such foreign trade relations should occupy a secondary place, The 
Empire should stand first. So tha.t the question of market3 resolves itself 
into this :-Let us develop our own markets within the Empire along the 
lines of Imperial Preference, and the Bu rplus wa will trdde with foreign 
nations on the best available terms. 

Conclusion. 
I fear I have kept you too long ; I have only time for this word in 

conclusion : In 184,6 England possP.ssed of a great ideal which she hoped 
would appeal to a.nd be followed by the rest of the nations adopting Free 
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Trade. It still is the ideal and the only right economic policy in connection 
with a sane Internationalism. But England following Free Trade alone 
cannot stand against a protectionist world. England must now protect 
her industries against foreign dumping and so this paper advocates a policy 
of protection for the British Empirt3 against foreign competition, but urges 
strongly a discriminating scheme of prefereL~ces for the mutual benefit of 
the member-nations of the British Commonwealth. It advocates a policy 
of protection for those Indian industries which have a chance to live and can 
be made to succeed, but it urges also upon Indian public opinion as a part 
of this general scheme the advisability of coming into :and adopting 
the policy of Imperial Preference. If that scheme can be worked out 
successfully it will save our markets for Imperial trade, and it will afford 
a basis of negotiation with foreign powerlil for our surplus production, It 
is along these lines, as it seems to me, that we shall build up a strong, 
self-contained British Commonwealth of nations that need fear nothing 
from the rest of the world, which will be the better able to contribute in 
ideal and action to the progress of mankind, and in which we all-British, 
Indian, Canadian, Australian, and African, as brothers and sons of a common 
Mother can be happy and prosperous. 



THE TARIFF BOARD & INDIAN STATES. 
BY SARDAR M. v. KJBE, INDORE ST4TE. 

It is a glaring anomaly in the economic life ·of India that the subjects 
of the Indian States are taxed by the British.Indian institutions, not only 
without the consent of the people taxed, but also without that of the 
Soverigns of those States. The. sound principle that there should be no 

·taxation without representation is in no case more defied than in this one. 
But this is not all. The responsibility of governing the subjects of the 

Indian States does not primarily rest with the authority that taxes 
tht>m. They are governed by their own rulers who exercise, in some cases 
at any rate, full sovereign powers. The system thus works in an unjust 
manner in more than one way. The Indian rulers have t:> govern their 
subjects with diminishing resources ctnd with no idea as to what they would 
be. Their subjects have to bear the burdens of a double taxation. 

It is the Britith Indian Legislature that has created the Tariff Board. 
The evidenee which it has recorded hitherto relates to conditions in Briti;h 
India only. But the results of its recommendations will also affect the one
fifth population of India which is under the rule of Indian States, 

While making its recommendation, the Board will apply the laws of 
Economics a~ modified by the ex:i3ting conditi'ln of the people and the 
syl!tem of governing it. 

It was for this last u~med reason that Profes3or Jevons while admit
ting the justness of the claim of the Indi'ln States to a share of the custom's 
revenue of British India sugge3ted that the claim ahou ld be admitted only 
in proportion t.> the expenditure incurred in works of public utility by a 
State. Such a recommendation, howsoever in accordance with abstract 
justice, is not practic1l politic;. 

But it is no doubt true that the life of a State is guided by its political 
institutions. If the resources of a State have not been developed in a 
particular manner (.or have not reached a certain stage in its development, 
a tariff laid. down according to certain notions might prove its ruin, instead 
of its sal~ation. 

It is plain to anybody who nas eye3 to see }nat all parts of India are 
not equally developed. Had they been under one system of Government 
the backwardness of one part may bave been compensated by development 
of another. For instance, increased a!!.d rapid means of transport are desir
able in proportion to their efficiency, but to a purely agricultural State 
railways may be too co3tly anO. be eventually detrimental to the economic 
i:lterest:~ of its people. .!!'or a big State containing differently developed 
parts, a system of ·rari!I:~ airne I at a partic11lar object may be good in the 
aggregate, but could it be so to a Sta.te which is quite 11nsuited to a. parti· 
cular tariff ? 
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Hitherto, the policy of the Go~ernment of Tndia in the matter of 
customs duties was purely guided by its revenue requirements. But the 
Fiscal Commission has declared itself for a protectionist policy, only modi
fied by the proviso that it should be applied with discrimination. It is as 
the result of this reoommendl\J;ion tha~ the Tariff Board has come into 
existence. It is out to examine every industry that is existing or could 
be brought into existence and to recommend how much or if at all protection 
is to be_ given to it by means of tariffs, bounties, or some other sort of 
preference, It is obvious that the last two measures will not directly affect 
the subjects of the Indian States except that they may support a competitor. 
But any raising or lo .vering of the duties will not fail to influence their 
economical life. 

The Cotton In1u'ltry is perhaps the largest industry in India. The 
inroads of the foreign cloth detrimentally act to the intertJlts of India as a 
whole. There may be cloth manttfacturing by maohiuery in some Indian 
States only, yet it; is or was an almost universal industry in Indiilo, Any 
protection given to it will be welcomed by all the Indian States including 
British India. Similarly any protection given to the manufacture of glass 
will be welcomed all over India as any incouveuienc~ cau8ed by the higher 
price of that commodity is not only b·;a,rable but could be gladly borne in 
the general interest of the country. So also . duties levied on the import 
of sugar, if they would lead to an incraase in its production in the country, 
would not be grudged. 

But perhaps such would not be the case with steel, or at any rate, in the 
case of all its products. They are require.f for internal developments, some 
of which couH not wait or wonld be aglloinst the human natn~e to wait and 
if the protective duties would le!l.d to a rise in their prices owing to the want 
of an adequate supply of the home·ma.de articles, then some other means 
for their protection than the levying of high import duties on steel and its 
products are required in the interests of the Indian States at any rate, so 
long as the production in India has not h creM~ed to such an extent as to 
meet all the legitimate demands of ccmnt ry as a whole, i.e. what is govemed 
by one tariff system, 

Hthe findings of the Tariff Board are not to be unjust to any interest, 
and the question which affects one-fifth-population of India cannot be exclu
ded from that description, it is necessary that tlie In iian State3 should be 
rep,.esented not only before it bnt on it, Since th3 recommendations that 
it will make will not only affect the economic wealth of the people in 
British India, but also of the Indian Statei! under Indiau rulers they must be 
based on a clear understanding of the economic, soci:J.l and even the 
political life oi the people, not only as a who!~ but also under different 
governments. It; may be that in the pGlitical life, in the interast of 
the majority, minorities have tG be sacrified. 'rh,lt is p1rht1.p3 the concomi-



ll 

tant of the struggle for exiitence. But it is oae thin~ to h.ke a eerilain:'step 
blindly and it is another to do if after uJd<Hstaniing it1 pros and con3. In these 
days of moral fervour, when solicitude is shown for the representation of mino
rities, even the democracy in British India will a.imit tbat while it itself 
claims the a. pplic1 tion of the p rinci pie of no taxation without representation 
it would be wrong for it to deny it in the case of the large population inhabi-. 
ting the Indian St<> tee. To pure economists, the point of view offere:l by the 
States in the m'l.tter of currency, customs duties and tariff reforms. 
opens different avenues of economic thought. So long as a fneign bureau
cracy governed the destinies of the country it was at least expected to be· 
impartial and just to all the parties concerned. . 

SiMe however it is being replaced- by democracy which may be more 
careful of its own interests than of those whom it uncon3cious!y and indirectly, 
nevertheless powerfully, governs. The duty then of guiding it accoding to . 
pure economic principles at least in the case of those affected by its rule 
devolves both upon the abstract thinkers and the pratJtical economists. The 
future Tariff must therefore take account of the lndi!l.n St!l.tes and the 
Tariff roard at work will run the risk of baing partial and unjust., if 
it ignores their point of view either through non-representati.Ju or sJme 
technicality. 



EXPORT DUTIE'i A "ND PROTECTION 
BY S. SuBBARAMA ArYAR, EsQ., LECTURER IN EcoNOMICS, MADRAS 

Con.rsTIAN CoLLEGE, MADRAS. 

'l'he main recommendation of the Fiscal Commission as regards exports 
duties- which, by the way, is unanimous-is contained in paragraph 182:
" Export duties should not be imposed for the purpose of protecting indus· 
tries, ·but may be imposed for .revenue purposes provided there is a reason a• 
ble probability that the tax will fall mainly, if not entirely, on the foreigner, 
and there is no appreciable danger that the production of the commodity 
in India will be affected. In ~hort, export duties tor revenue purposes 
should be employed sparingly and with great caution, and should be imy:o· 
sed only on articles in which India has a monopoly or semi-monoplly, and 
in every case the duties should be moderate.'' This recomendation consists 
of two parts: ·-(1) Revenue export duties are not the best form of taxation, 
but if found necessary they should be pitched 'lt as low rates as possible ; 
and (2) protective export duties are objectionable in theory a3 well as prac· 
tic e. 

The objection against revenue export duties is based o·u their incidence 
whichis summarized as follows in para 17) :-"Ordinarily an export duty 
tends to fall on the home producer and consequently to di3courage produc
tion, except in the case of a monopoly ; even monopolies are endang.ered 
by any considerable rise in price : and therdore a heavy export duty even· 
on a monopoly may be paid in part by the home producer as a preferable 
alternative to risking the loss of thll monopoly by an attempt to pass on 
the whole of the duty to the consumer." Another objection which, accor
ding to the report, in the case of of India deserves special notice is 
that if the duties diminish the exports an adverse effect on the balance 
of trade would be produced and it may cause for a time at least difficulties 
in regard to foreign exchanges (para 176). · 

On general economic grounds the principles of inc;dence discussed in 
paragraph~ 173 and 174: are unexceptionable, but it is necessary to remember 
that excises imposed on commodities entering iuto the internal trade have 
more or leils similar effects. The remedy is to impose export duties at such 
rates and on such commodities as will not impc~.ir the faculty of the State. 
If this can be done, the effect -on the- ,balance of trade will be 
nil. The sensitiveness shown by the Cammis~ion as regards the balance of 
trade is to be explained by the-ir desire to retain the sterling exchange 
standard, but this anxiety will disappear when the Indian standard is 
placed on a more normal basis. 

The main problem of interest as regards fiscal encouragement to indue
tries is the advisability of imposing protective export duties. The Commis
sion does not deny that " an export duty may form a potent method of 



protecting an industry, for it either raises the cost of the ra.w materials in 
foreign countries er depresses the cost of raw materials at home and in 
either case the home manufacturer has the benefit of getting his raw mat
erial at a lower cost than his rivals abroad" (para 1'17). The main· objeo
tions against protective export duties, according to the Report, are four:
(1) The general feeling in foreign ooun tries is against any ~uch measure 
for "the peculiar characteristic of a protective export duty lies in the fact 
that the protection operates on the raw material of the industry, and there
fore places the whole foreign product at a disadvantage, wherea9 a protective 
import duty merely affects such portion of the foreign product as would 
ordinarily come to the protected market." {para 177). In support ef this 
contention the Report quotes the view of the Economic Section of the 
Provisional Economic and Financial Committee of the League of Nations 
(para 178), (2) But the ma.in objection to a protective export duty is the 
eoonomic loss it causes at home; it taxes prod~ction instead of consump
tion (para 179). (3) There is a tendency for prote.Jtive export duties to 
be high, for to produce a given difference in the cost of the finished article 
it is necessary to pot a heavier duty on the raw material than the duty it 
would be necessary to place on the finished article; when export duties 
become heavy they tend to become unfair and even di~astrous to the 
producer (para 180). (4:) Ev<Jn in the ca.se of mon!)polie> in which there 
is a reasonable probability that the export duty will not fall on the Indian 
producer, h ehould not be imposed for purpose3 of protection ; for the 

· protective duty, to be effective, has to be at a comparatively high rate 
and the dangers of export duties at a D.igb rate will drive other nations 
to find substitutes or dG away with the monopaly article and. thus injure 
the home produ~tion. The history of the duty on saltpetre is given as 
an illustration (para 183). 

These objections are based on certain general assumptions. The com· 
mittee assumes that the present volume and cours'3 of Indian exports are 
to be maintained to keep up the level of production at home, a circumstance 
which does not square with the economic conditions in India, One does 
not deny "that that may be true in the case of some articles at present, but 
the Committee forget' that in ttJ.e neR eu of devdbpmeat of internal trade 
and industries the presanii dep3ndence ou th~ foNigll muket will become 
decreasingly important. The danJ.:r of economic loss will therefore 
get decreasingly less with the improvement of Indian indu$'kies. 

Moreover the Committee altogetber ex:agerates the importance of price 
as a factor in stimulatiug or discouraging the production of raw materials 
and food-stuffs in India. The ordinuy lndian peasa t tries to produce· as 
much as possible whatever the price. There is a general belief, which is 
also l'hared by the Fiscal Commission, that high prices of raw materials and 
foodstuffs tend to further the eoGnomic prosp}rity of the &Jl"icultura.l class"• 
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'rhia ia wrong, for the facts of ecJnCimio life prove just the contrary. "Out 
of 217 millions or 72 per cent of the plpulation of Indi·l eng~ed in pasture 
or agriculture, 167 millioua are cultivators of their own or rented land. 
:I'hoae who have a surplus for s1le (and these form the minority) would 
ordinarily benefit by a rise in the price of the commodities they produce, 
If, as is often the case, the cultivator has received advances for his main ten· 
ance and for seed, repayable in grain after the harv.;st, any increase in the 
value of the grain repaid benefits the money-le:1der and n:>t the cultivator. 
:I'he agriculturist who has little surplus produce to sell and lives on wha~ 

he produces would, in so far ai he maintai1n bimJe!f on his produce, be 
unaffected by a riae in the price of food~tuff~. Farm servants and field 
labourers, estimated at over 41 millions, would ordinarily .stand to lose by a 
rise in prices, except in so far as their wage3 are plyahle in kind and not in 
money. Those agriculturists whose holdings are uneconomic will be adver
sely affected since they have to buy their fooistufh at a higher rate in the 
market." {Report of the Babington Smith Committee, page 21.) 

:I'he sharp distinction made by the Report in para 179 between a. tax 
on production and one on consumption is not clear. · Import duties are said 
to fall on the consumer and the export duties on the produ.cer, but such a 
hard and fast distinction between the producer and the consumer is 
not applicable to Indian conditione. The vast body of producers of 
foodstuffs are also consumers of their produce. Supposing that the pro
ducers of commercial crops such as cotton, jute e c ara adversely affected 
by a protective export duty on those articles {which, however, need not b~ 
the case if the internal dem'lnd for them increases due to the industraial 
development), what may happen is that fo~dcrops will be substituted in 
places where it is possible and thid, other things remaining the s Hne, will 
tend to depress their prices. A fall in the price o£ food-stuffd will be bene
ficial to the growers of commercial crops as well. Since the Committee was 
prepared to ask the Indian consumers to put up with some loss and rccom· 
mend discrimination to reduce the period and extent of the burden, a. 
discriminative export duty, whenever suitable or neces3ary, should not 
be grudged in the interests of Indian ma.nufactures. 

One can quite understand the feeling in foreign countries, especially 
European, for they depend for their raw materials to a large extent on 
tropical and semi-tropical countries including India, If their feeling is to 
be the guide, not only export duties but import dntbs a 'I well would have to 
be abandoned. Again it is not suggested that export duties alone would 
l!u:ffice to do away with the diffetences in the cost of finished articles in 
India and abroad, but coupled with import duties they may be j ucliciously 
employed for lihe purpose. Most of the civilized countries are exp;,rting 
manufactured commodities and there is really no need in their case to 
impose protective export duties· to give enooura.ga•nent to indigenous 
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industries. The high export duty on~ saltpetre whic~ the Government at 
one time imposed and which ruined the Indian trade in saltpetre does not 
teach the 1 esson that the Commission wants us to learn,_ for that dut;r was 
not imposed for the purpose of protecting an indigenous indutry. 

The principal exports and their 'ialue are as follows:

(In Lakhs of rupees,) 
Average Average 

of of 
Items. 1909-10 1913-14 1919-20. 1920·21,1921-22. 

to to 
1913-14.1918-19. 

Grain, pulse and flour 45,82 37,42 15,15 25,65 29,99 

Tea 13,07 17,55 20,50 12,15 18,22 

Raw cotton 33,28 33,63 58,65 41,63 53,97 

Raw Jute 22,20 12,80 24,70 16,36 14,05 

Seeds 24,37 12,17 26,27 lfi,83 17,41 
Hides and skins, raw 10,32 9,88 23,41 15,25 5,98 

Jute fabrics 20,25 40,19 50,02 52,99 30,00 
Cotton fabrics 11,41 11.73 27,41 18,27 15,65 
Hides and skins, tanned or 4,30 7,19 12,71 3,30 4,03 

dressed, 
Of these cotton, jute, oil-seeds, and hides and skins are the raw mate

rials of industries, while 1ood-grains and tea are consumption commodities. 
Having rejected the principle of protective export duties, the Report discu
sses the incidence of revenue export duties on these articles in paras. 185 
to 191. Chapter XII is devoted to the discussion of special problems con
nected with restrictions on the. export of food grains. 

The Committee hold that the present duty on raw bides and skina 
(which wns intended to have a protective effect) is wrong in principle and 
causes IDJury to tue producer without corresponding benefits to the 
tanning industry. The reason why the tanning and leather industries have 
not been. able to take full advantage of the present duty is that the other 
conditionS for their development such as good transport and banking facilities, 
so essential for the growth of bu~iness and l·xtension of the market, are 
not yet fully developed, while the Government which is one of the chief 
consumers of leather goods in India often makes its purchases abroad. 
Even in the case of protective import duties an industry cannot be succeu 
ful in the absence of theEe conditions. Our contention is that if at any 
stage of the progress of the Indian industry, a fall in the value of the 'raw 
materiu.l brought about by an export duty is very helpful, there should 
not be any objection to its imposition. 

Take the case of oil-seeds. The Committee writes in para 194. "Cer
tain oil·seeeds are groiVn very largely for the export t-rade. The Indian 
demand for tile oil and the cake would be fluite iosufticient tQ ~baorb ~' 
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whole product, if all Indian oil-seeds were crushed in the country, At 
the same time there are considerable difficulties in exporting the oil, and 
it is unlikely that any appreciable export trade in oil could be built up. 
The main result therefore of imposing a protective export duty on oil-seeds 
would be that the producer would be sacrificed to an unsound ewnomic 
theory, and that the production of a valuable crop would be discouraged." 
It is true that large quantities of oil-seeds are exported at present, but 
the Report has :aot adduced any reasons for the l'tatement that 
the Indian demand for the oil and the cake would be quite insufficient to 
absorb the whole product, if ali the Indian oil-seeds were crushed in the 
country. The present course of the Indian foreign trade is largely deter· 
mined by the existing facilities for transport, currency and banking, 
and no organized and intelligent attempts have so far been made to 
divert such commodities to enter into internal trade, If we understand aright 
the ideal laid dJwn by the Fiscal Commission, it has empbasized the 
importance of internal trade in its disoussion~ regarding the import duties, 
but it is curious that the same solicitude is conspicuous by its absence in 
its discussion of the need for export duties. The potential demand for the 
oil and the cake is undo11btedly great; aad an industrial ludia will 
certainly convert the potential into an acGual demand. In exporting the 
oil at present laJk of proper packiug and transport facilities and the 
inability of the would-be manufacturers to untilize the bye-products which 
are very valuable and tap the Indian as well as foreign markets are difficul
ties in the way. 011r contention, let us repeat, is that, if these external 
conditions are helpful and the country takes on a definitely industrial turn, 
the export of raw mc.~oterials may be checkel, if found necessary, and 
internal trade in those articles encouraged thereby without the danger of 
sacrificing the interests of the producer or discouraging the production of a 
valuable crop-. 

The Committee is right in its view that the use of manures under 
present conditions is not likely to be promoted by export duties, for the 
real obstacles are prejudice or ignorance of the cultivator as well as his 
incapacity to use artificial manures, the former more important than the 
latter. 1£ this prejudice or ignorance is overcome, then the problem will 
become purely one of price-3. There id, llowevdr, a fallacy iu tlle line of 
argument adopted by the Report in it3 oousidaration of the effact3 of a low 
price of the oil-cake upon it3 us!rs and producers. "T:1e reduction in tlle 
price of the oil-cake," we are t.Jld in para· 195," would be etlected at 
the expense of the praducer of the oil·seeds· and that theref1.1re this potential 
user of the manure would be impHerished and might not be able to afford 
to use it even at a reduc~d price; Further, if the manure is cheapened to 
such a degree as "ould be likely to stimulat·e itg constunption la.rgaly, it is 
probable that' proJ.J.ctiou WlllilJ dimiui3h owing. til decreased profits, 
a_Qtl eventually l>rices world a~ain be raise!:\." 'rhi~ state~enli as911mes 
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that a fall in demand in the foreign market caused by a protective duty 
would diminish the actual sale of manures; this would be the case if the 
internal demand has not increased meanwhile. Secondly, since it is not a 
fact that the the user of the manure is in all cases a producer of it, the 
producers of crops other than oil-seeds will not be adversely affected by a 
fall in its price or 'impoverished so as not to be able to afford to use it even 
at a reduced price.' If the manure is cheapened and consequently its con
sumption is stimulated, production will not be diminished (as the Report 
assumes), but the increased quantity consumed will tend to keep up the 
price-level and consequently production as well, while the larger quantities 
of agricultnltural products that can be raised by an intensive use of manures 
will enable the agricultural buyers to pay a higher price. 

In the case of raw coton, the Report considers that an export duty 
would fall on the cotton producer in India and would have the effect of di&o 
couraging the production of cotton, (para 186). Here again the Committee 
overlooks altogether the possible intensity of Indian demand for raw cotton 
in the near future and exaggerates the importanee of Japanese demand to 
keep up the rate of home production. One has heard that it is cheaper to 
export raw cotton from Tuticorin to Tokyo an:l imp::~rt the finished commodi
ties back than t0 transport the same quantity to and from Bombay. Though 
one is not in possession of facts to vouch for the truth of this, there is 
nothing improbable, for the Japanese firms have access to excellent and 
convenient means of transport in their national mercantile marine. The 
remedy is to provide better facilities for transport within India, but occa a
ions may arise when the export duty on raw cotton may have t<? be mani
pulated in order to help the home producer. This is likely to be more 
effective than a corresponding duty on imported cloth. The committee seeme 
to concede this positL.m when-they write in para 197 that "they are not 
prepared to say that in special or extreme oases the imposition of snch 
duties should be absolutely excluded from India's fiscal policy, provided 
they are based definitely on defensive considerations and have n() taint of 
economic aggression." 

The Committee is of opinion that differential export dnties are 
generally inadvisable as the system is quite obnoxious to conntries discrimi
nated against and it will give rise to serious practical difficulties in adminis
tration. "Further it is difficult to en sura that any coilntry discriminated 
against 1s not able to get supplies of the commodity from countries against 
which no discrimination is exercised and unless the cost of rehandling and 
retransporting happens for special reasons to be very heavy this would 
inevitably be done." (para 196). On these groundo the Committee recomm
ends that the present preferential export duty on hides and skins be aboli· 
shed at once (para 198). This raises tha brger question of Imperial Prefer
ence which is out8ide the scope of the present observ<\tions. 

3 



AGRICULTURAL IMPROVEMENTS IN INDIA, 

BY PRAPHULLACHANDRA BASU, PROFESSOR OF ECONOMICS, 

HOLKAR COLLEGE, INDORE. 

By agricultural improvements we mean two things, viz., (1) improve~ 
ments by which the output of land is increased more than the increase in 
the cost of production, and (2) incre!l.se in the share of the income from 
land on the part of the agriculturists. The former is a question of produ~ 
tion while the latter is one of distribution. It is evident that an effort 
towards agricultural improve::nent should proced along both these lines. 
The need for such improvement is urgent now because the agricultural in
come per head tends to decrease as a result of the increase in the popula
tion which is dependent upon land. This increase is the result of two sets 
of causes, viz., (1) increase in the total population and the consequent. 
increase in the number which has to be supported directly by land in pro
ductive employment. This is so because India is an old country and thera
fore the increase in the area under cultivation cannot be as rapid as in 
new and developing countries, unless means be devised to divert this 
surplus population to productive empl.Jyments other than agriculture. (2) 

Owing to the disorganisation of India's industria s as a result of the com
petition of machine-made goods, an additional number has been forced upon 
the land, which formerly lived by other industries. The hand spinner and 
the handloom weaver are the typical example of the condition. During the 
last one hundred years or so, there has bee·n an almost continuous rise in 
the price of food grains. This makes agriculture profitable. At the same 
time the profits of the artis'l.n classe3 have diminished as a result of the 
growing competition of machine-made goofs both locally manufactured and 
import;ed. 'fhe result is that these cLnses tend to abandon their tradi~ional 
occupations. They usually t!l.ke to agriculture, and to a much less extent, 
to manufacturing industries. Many existing village artisans are also 
partly dependent upon agriculture. Therefore, we find that in 1891, 
62 per cent. of the total population of India subsisted upon land. Ia 
1901 the percentage was 68, in 1911 it was 72, and in 1921 it was also 
12. This last ia really no improvement since during the decade ending 
in 1921 the total population increased by less- than two per cent. This 
is mainly the result of the influenza epidemic of 1918·1919 which especi
ally affected the rural people. t 

According to the census figures of 1921 the total number which 
subsists by agriculture is 178 millions out of a total population of 247 
million acres, th,lt is, tile acreage per hea.d of the agr:cultural population 
is about 1 <)whereas in the UniteJ Kingdo.n it IS about 16 acres. This 
togeth~r with the improved m~thods of farming in the latter country shows 

t Census of India Report for 1921. 
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the difference in the economic condition of t1e agricultmists of tbe two 
countries. Sir T. W. Holderness says t : '.'Subtracting the land utilised 
for supplying foreign markets from the total area under cultivation, 
we shall find that what is left over does not represent more than: two
thirds of an acre per head of the total population. India, therefore, feeds 
and to some extent, clothes its population from what two-thirds of an 
acre per head can produce. There is probably no country in the world 
where the land is required to do so much." This makes it imperative to 
develop our lands as much as is possible with the aid of modern science. 
Again, the value of Indian agricultural products is higher than that of 
Briti;h agricultural products, in spite of the improved methods of the 
United Kingdom. This will be apparent from the following table t :-

Total value Total area. Value of Total Value of agri-
of agricul- under actual agricultural agricultural cultural output 
tural out· cultivation output per population per heal of 

put in in millions acre in in millions. agricultural 
millions of of acres, rupees. population in 

rupees.§ rupees. 
India. 17,250 223 77 I7d 97 

United 
Kingdom . 2,946 47 62 3 982 

From the above it is evident that the pressure of population on the 
soil is acute in India. This pressure can be relieved by four ways: 
(1) By releasing the population from agriculture for absorption in other 
industries. With this question we are not now concerned. (2) By extend 
ing the area of cultivation. The total area under cultivation in India 
is now 223 million acres and the current fallow!! 52 million aeres. But 
culturable waste other than fallow is more than 113 million acres. .Most 
of this land is now far away from human settlement and difficult to reach 
or is otherwise unattractive. But with the growth of the means of 
communication and the redistribution of population by internal migra
tion from. the densely populated to the sparsely populated areas, some 
of these lands are likely to be converted in to agricultural lands. The chance 
is 11pecially good for lauds in Burma, Assam, the Central Provinces, and 
Central India. Systematic efior~s should be directed towards facilitating this. 

t Peoples and Problems of India. 
:): The figures for India are taken from the '• Estimates and Yields of Principal 

Crops in India, 1919-20,'' No, 1344, 1921, and the Prices and Wages," 1920, No. 
1512, 1922. Those for the United Kingdom are taken from the" Final .Report of 
the Census of Production, Cd. 6320, 1913. 

§_This is the gross income from agricultural lands, from which the expenses of 
farm1ng should be deducted to get the net income. This surplus is the share of thu 
cultivator, the landlord or landlord middlemen, all the merchant middlemen· dealin~ 
ill a~ricultural output, and tha State, 
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( 3) Ey iropovm:ertP iL the methods of cultivation, including the methcds 
of reorganising the agricultural system in order to make the improvements 
more effective than they would otherwise be. This will not only increase 
the total output and thereby relieve the present distress, but will also release 
labour from land for use in manufacturing induPtries, for a shortage of labour 
is now felt there rather acutely. (4) By improved methods of organisation. 
This will help to redistribute the income from land, diverting more to the 
actual tiller of the soil from the middlemen, whether landlords or traders, 
who now receive a substantial share of the total income from land. 

For a substantial increase in agricultural output three things are 
necessary, tJiz., (I) efficient and industrious labour, (2) improvement in the 
implements used in agriculture and introduction, so far as possible, of 
machinery, and (3) improvement of the soil. 

(1) Whatever may be said of our factory worker our cultivator has 
always been found to be industrious and efficient. " At his best the 
Indian ryot or cultivator is quite as good as, and in some respects the supe 
rior of the average British farmer, while at his worst it can only be said that 
this state is brought about largely by an absence of facilities for improvement 
which is probably unequalled in any other country" t. This opinion has been 
confirmed by later authorities who are familiar with the Indian cultivator t· 
The industry of the Indian cultivator is also well-known. Eis most arduous 
work is the cultivation of the terai lands on the slopes of the foot-hills of 
the Bimalasas. Rice cultivation is alEo vtry hind work which is <'arri€d on 
i11 Bengal, Eu1ma, Mad1as, and certain Ia1ts of Fombay and the Central 
ProvinceE. ln other puts of the cot:ntry his work is easier although he is 
engaged in continuous work for long periods during the working seasons. 

(2) The Indian cultivator ordinarily uses only a few simple implements. 
The most important of these are the plough, scarifier, seed drills, harrow, 
sickles, and winnowing sieves. The power used is universally that derived 
from human beings and animals. Thua improvement in this line requires 
a two· fold innovation, viz, the introduction of better and more economical 
implements, and the use of automatic power from machines using steam, 
oil, or electricity §. For this purpose as also for that of improving the soil 
it is necessary to have more capital invested in this main industry which 
supports and, in spite of any scheme of developing manufacturing indus
tries, will continue to support, the major portion of the people oflndia. rlut 
Indian capital !s attracted mostly to manufacturing industries or financing 
businesses of the country. This probably ~- to be explained by the gap 
which now exists betwee!l the rural cultivating classes and the capitalist 
middlemen. Little of rural hoarded wealth which may be utilised for pur-

t Dr. Voelcker's Report on Improvement of Indian Agriculture. 
::: Dr. Mann's Life and Labour in a Deccan Village; Mackenna's Agriculture 

in India. 
j Report of the Indian lndusirial Commission, pages 58-S!J. 
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poses of production has as yet bern rcaxrd out to be uEed in agricultural 
or any other rural industry. !llost of the active capital of India has bun 

made in trade or manufacturing industries, and it naturally seeks re-invest· 
ment in the hereditary line. This is due to ignorance of the facts aBd 
prospects of an industry, which is not confined to what are considered as 
advanced areas. The first need, therefore, is to draw more and ever more 
capital for investment in agriculture and !lllied industries. Another desi
deratum is to facilitate the use of modern implements of agriculture 
,through the hire-purchase system. 

The use of power-driven machinery can come only at a later stage of 
development. The motor tractor, for example, can be purchased by 
either of two ways. The landlords or the village communities in those 
areas where they exist can co-operate with the cultivators and buy for 
the use of the latter such costly implements and machinery. In such cir
cumstances the relation between the landlord and the tenant must be 
reorganised on the basis of the system of metayage. Or, the cultivators 
must be advanced enough to co-operate on a large scale and buy or hire 
such machines for the joint uee of several villages In either case a 
condition precedent seems to be the coneolidation of the agricultural 
ho'dings which, in the existing condi tiona of inheritance for both the 
Hindus and the Muealmans, are ~ub-divided into teo email plots and 
which, even when owned or held by one person, whether a family or an 
individual, are widely scattered over one or more village. In the alter
native some scheme must be devised to distinguish different holdings 
without the aid of a complete boundary line round each plot, since such 
lines cannot exist between different plots of land of small area when the 
motor tractor is in use. This device is probably not difficult· to find out 
if the boundary iines are not zi ;-zag, or if a portion of the boundary line 
is removed in order to allow-the tractor to move from one . holding to 
another. .So long as such machinery cannot be introduced means may be 
devised to change the present light-weight plough and have a heavy one 
in its p!J.ce, so that a greater turning of the turf and a deeper furrow may 
help the plants to draw more upon the nutrition provided by the soil. 

(3) _The most impntant need towardd increasing the agricultural out
put is to improve the soil itself. This can be done by irrigation and manure. 
lt is necessary to devote attention simultaneosly to both these inas
much as the full eflects of the one a,e not reJ.!is.;d without substantial deve
lopment of the other. 

Irrigation. 

In India irrigation is undertaken systematically in only a few parts of 
the country. Out of a .total c11ltivat~d area of 2 75 million act es, including 
current fallows of 52 million acres, th~ irrigated area is only o1bout 50 
million acres, that is, leas th~n 2U per ct>nt, Of these again irrigation in 
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the fr:fLtifc mulDing of tle "ord dces rot e:xi~t in all '(l8lle. In the rest of 
India the cultivator ploughs the land and sows the seed as his forefathers did 
thousands of years ago. After that his function is mainly to look up to the 
gods for rain or drought or flood. This is not putsuing a profession. It is 
agriculture by gambling in rains. It is neces"ary to distribute water accord
ing to the needs of the soil and crops standing on it, supplement the rainfall 
by supplying the required water by irrigation, dra.in the land if there be too 
much Iainfall and the consequent flood, and by irrigation, be, as far as possi
ble, indepedent of rainfall by devising means of an artificial but regulated 
supply of water. The effect of such a system of irrigation is best seen in 
the Panjab where canal irrigation has, within a genera.tion, converted tradi· 
tionally arid land into one of the best lands in India. The Ganges-Jamna.· 
Doab together with the hinterland on either side is similarly fed by irrigation 
canals constructed from two of the most constant rivers in India. In Sou
thern India. too there is canal irrigation, especially in Orissa and Madras. 
In Mysore the river Cauvery is being utilised, and a huge dam, the second 

biggest in the world, has been construe teJ, and the waters are us ~d to irri· 
gate the agr iculturallands of the State, B11t in Southern India, owing to 
the nature of the soil, tank irrigation is more suitable. W\loter is held in 
reservoirs, natural or artificial, during the rainy season, and is used in the 
course of the year. Sometimes what is kn11wa as over.fl.ow irrigation is pre· 
ferred in these parts. Th} need of Bengal is different Most of the lands 
here receive a plentiful supply of rainfall, and they are, especially in Eastern 
and Southern Bengal, flooded witu water. Thi~ is very good for jute and 
rice crops. What is necessary is the regu!tl.tion of this natural drainage, sa 
that all l.mds may participate in the advantages. This need is urgent in 
Northern Bengal. In the rest of India, that is, in the middle part of the 
sub-continent, there are not over.fl.owing rivefiJ, nor indeed any con>tant 
river system, neither is the soil s11ita.ble for tb.e construction of reservoirs for 
purposes of irrigation. But these regions are particularly rich in under
ground water channels, so that well irrigation is the ecasiest thlng in these 
p arh There is scarcely any part here, including the higher regions on the 
Vindhyas, where underground water is not availabL~ within easy depths. 

The control and management of most of the importJ.nt irrigation works 
are in the hands of Government, and this is undoubtedlj one of the most 
efficient work which Government are doing. Wells. are all privately owned, 
and Government help the agriculturists to dig wells hy giving tb.em takavi 
loans. But this system has not developed --well-irrigation as well as might 
be desired. This may be attributed partly to the paucity of Government 
funds used in this behalf, and partly to the inertia of the agriculturists them 

selves. The extreme sub-division and fragmentation of agriculturai holdings is 
a~o responsible, to no small extent, for the unsatisfactory develotJment of 
well-irrigation. Also there is not· the requisite amount of concerted a.ctioQ 

J'Wons lihe agriculturists and those who work on their beha.U, 



Here a1so it seems that an important problem is that of attracting 
capital. Government help by granting takavi loans can never be to the de
sirable extent. Funds must be raised otherwise, and this can be for the ulti
mate good of the country only if the organisation is on a business footing, that 
is, the capital invested must earn a reasonable return. From experie!lce in 
various parts of India it appears that the enterprise is highly profitable as a 
busiuess endeavour. This shows that, under proper organisation and co·otdi
nation of. efiorts between the villagers and the capitalist middlemen, well-irriga
tion can be widely extended-

When this problem is tackled another follows in its wake, viz., the pro
blem of a more rapid lifting of watedrom wells on an extensive scale. 

The present method is too crude to be very efiective But if the prob
lem of sinking welh be properly handled, the work of water lifting will im
prove inasmuch as mechanical devices may be introduced for lifting water. t 
'fhe system of tube wells will probably help to solvd this problem to some 
extent. 

Manure. 
Besides irrigation the soil can be improved by manuring it. Owing to 

the ignorance of the Indian cultivators and the want of funds which they 
command, very little is now done towards manuring the soil. But this is so 
important a problem that it must be tar.kled if the main industry of India. 
is not to remain moribund. 

Usually the soil is gradually exhausted of some chemical substances 
which feed the crops. Different crops do this differently, and some crops even 
replenish to the soil what others take away. Thus a proper rotation of 
crops can prevent a rapid exhaustion of the soil with regJ.rd to some chemi
cal substances. But the best guarantee against soil deterioration is to supply 
directly to the land what is deficient in it. Normally there are three things 
which require to be artificially supplied to land, viz., nitrogen, phosphoric 
acid, and potassium. Sometimes it is necessary to add lime also Nitrogen 
is supplied to land by nature to some extent through rainfall, soil erosion, 
silts, etc. · In India nitrogen is artificially supplied to the soil usually by 
growing a leguminous. e g •. gram, crop on it and while the crop is standing on 
the soil it is ploughed into the soil. This help3 the soil to have nitrate which 
such plants contain in the nodules of their roots as a result of the ceaseless 
work of nitrifying bacteria.. In more advanced systems of agriculture nitrogen 
is supplied differently in :ome mineral form e g. nitrate of soda, sulphate of 
ammonia, etc. Phosphoric acid is the most important thing of the soil 
which is exhausted by every kind of crop. It is very necessary that this 
should be restoreJ. to the soil. But unfortunately there is no such practice 
in wide use in India. Hence experts think that the Indi,~n soil is generally 

t Report of the Indian Industrial Commission, pages 59-60. 
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deficient in pho~p'1oru~. Thiil is supplied to the soil of other countries in 
the form of sup3rphosphates. Thege may be made from bones, called 
bone·meal, or from the mineral tricalcic p~osphate of lime. Phosphate 
of lime is very e3ica.ciou 3 prohabl v b 1came it gives lime also although its effect 
is not so immediate as. for enmple, bonemeal. A deficiency in potassium can 
be made up by feeding the soil with some variety of the many mineral salts 
of potas~ium. Usually kainit is used to supply potash to the soil. There are 
also various other things which are taken out of the soil by the crops but 
usually these aN in such abunhnce in the soil or are so easily replenished 
by natura.l processes that there is little need for restoring them to the soil 
by artificial means. -

Here it should be noted that desirable results can be obtained only by 
manuring the soil with the prop~r proportion of all the necessary constituents 
of the soil. Hence there is the need of soil analysis in order to find out its 
deficiencies. Otherwise the quantity of one item may be more than what is 
necessary, while that of another may not be enough. Just as a. proportion
ately larger amount of capital or labour or land, when combined with an 
in 1uffi.cient quantity of the other factors of production would mean that 
the excessive quantity of the former will remain unutflised to its full 
extent and thus be partially wasted, so also the want of proper care 
may lead to such a wastage in applying the manure to the soil if the 
proper elements are not given in the right proportion. Therefore, the 
success or failure of any <>xperiment with a particular manure does not 
prove anything so long as all varieties are ·not given in the necessary 
form and amount. Sometimes a. manure rich in nitro5en or potassium or 
phosphorus yields ntisfactory results, sometimes it does not. This only 
shows that in the former case the other constituents existed in the soil, 
whereas in the latter case tiley did not, Therefore, to be effective, soil 
analysis is essential for right manuring. Hence it is desirable that Go
vernment, through their agricultural farms, should provide for all facilities 
for soil an!l.lysis throughout the who!., country, and find out the deficien
cies in the soil in diflerent parts of the country. The results of such 
ana.lyses should be m<~ode ava1bble and known to the cultivators in their 
villages. Tt is not enough to publish them in scientific books or journals 
like the Proceedings of the Agricultural Institute or the Agricultural 
Ledger. Such practical information should be distributed broadcast, 
through pamphlets in the vernacular languages or through peripatetic 
lecturing bodies who will carry the results of soil analyses and the 
knowledge of restoring the soil. to the remote villages. At the same 
time all facilities should be given by which the cultivators will- be 
encouraged to have their soils analysed and avail them::Jelves of the expert 
knowledge of the Government agricultural farms. 

In India most of the cultivated lands are deficient in phosphorus. . The 
reason is not far to seek. The most important manure which is used is dung 
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of cattle, although only a tithe of the total dung is utilised for this purpose; 
But of all the chemical s ubsta.nces of the soil, which cattle absorb 
from the plants eaten by them,-and these latter are , rich in those ele
ments of which they rob the soil,-little of phosphorus is found in the 
dung inasmuch as phosphorus is mostly drawn away as a constituent of the 
blood and milk. Therefore, the effect is cumulative. The milk deteriorates 
in quality at the same time that the soil deteriorates in phosphorus, thereby 
making useless a. portion of the nitrogen and potassium with which the soil 
may be artificially fed. It appears therefore that a good manure in India 
would consist of dung supplemented by the necessary quantity of phosphorua 
in some form. One of such forms, although not so effective, is cattle urine 
which is not utilised now. 

Except for its deficiency in phosphorus, dung is the best manure easily 
availa.b:e. But unfortunately dung is so widely used in India as fuel that 
only a small proportion of the total quantity produced is actually 
used as manure, the rest being burnt as fuel. And this, in spite of the 
fact tha. t the use of dung as manure is much greater than its 
use as fuel. This state of things is partly the result of ignorance 
and habit, but more of the reckless policy of cutting down forests 
which might otherwise be used for supplying cheap fuel to the 
rural population. Thus a right policy of re-a.fforesta.tion is vitally con
nected with the regeneration of agriculture on a scie11tific ba. sis. Dis· 
afforestation bas injured the lands in another way also. It is well-known 
that forests and grass lands stem the rushing tide of torrential rains and 
thus prevent the denudation of the surface silts which contribute so 
much to the fertilisation of all lands. The ever-increasing ·amount of 
arid land in the north3rn ani west3rn parts. of the United Provinces 
of Agra. and Oudh, especially "'the district of Etawah, is attributed to 
rapid dis-afforestation. Trowseed says : "The forests where the Emperor 
Babar hunted the rhinoceros are naw a waterleu tangle of ravines," and 
"the beautiful country along the Foot Hills is now buried under sand 
and gravel" t· According to this writer this devastation of the land is 
due to "fire and axe". By riverrbed erosion the J umna has been lowered 
fifty feet during the last five hundred years because the torrents are unham-. 
pared by the root11 of plants and trees which have been indiscriminately 
destroyed. The result is that in the district of Etawah the desert is rapidly 
increasing. The rate is calculated to be two hundred and fifty acres per 

. annum. The same is the case in the terai lands of Saha.ranpur. All this 
is due to the opening up of ravines by torrents of rain, which are unchecked 
owing to the policy or want of policy or want of policy in dis-afforestation:. 

'rhus it will be realised that one of the meo\ns of preserving our agrioul
t Article in the Indian Forester. August, 19.H. 
2 The Agricultural Journal of India : Article on the Afforestation of Eta wah 

by V enskin, page 68S, 

' 



tura.llands as also of releasing dung to be used as manure is to develop 
our forests. This development: for the purpose is no• so difficult or 
costly as is ordinarily imagined. ~or does it take very Ion~ time to do 
so. According to experts babu~, shisham, teak. etc., grow to a heigh~ of 
between twelve and twenty feet in three yed.ril t· On the hills the eucalyptus 
globulu-~ grows quickly, and in dry lands tamarix is such a tree t· All the 
above trees are specially suitable for use as fuel. Therefore, a proper policy 
of re-a:fiorestation in the neighbourhood of villages or groups of villages, with 
the object of supplying che1.p fuel to the rural people and grazing lands to 
their cattle, will help a wider use of cattle dung as manure for agricultural 
lands. 

We would now give some illustrations of the results of experiments 
carried on in India by ag~icultur1l e:"tper~3. In estimating their practical use 
to our a~ricultural system it is necessary to make proper allowance for the 
great care which is taken by our experts in their experiment:! and the like of 
which the ordins.ry cultivator c tn never be expected to do. In this direc
tion our cultivators no d)ubt req·~ire ta be impraved but in spite of all 
probable impravement they can never afford ta be as careful a• the agric~l

tural farms under the experts. The following table will show the results of 
some of the experiments made in India : 

Output per 
acre. Without manure With manure. 

A~ Rice 100 mds. cowdung per acre. 
§I. Grain lbs. 1,374 lbs. 3,556 

Straw ,, 2,172 ., 4.479 
3 mds. bone-meal, 30 sers saltpetre 

§2. Grain , 1,374 lbs. 4,389 
Straw •• 2,174 , 6,178 

2 tons ashes, 8 cwts. 
bone-meal, 12 tons dung. 

§3. GraiD. ,. 1.084 lbs. 3,484 
Straw 840 ., 2,464 

I! ewts. ground-n-ut, It cwts. 
bone-meal, 75 lbs. kainit, 

§4. Grain , 408 lbs. 1,337 
Straw bundles 9 bundles 22 

t E. A. Symthies, I.F S .• on the Afforestation of Eta wah. 
::: R. S. Troup's Silviculture in India. 

Percentage 
increase in 
output on 

unmanured 
crop. 

159 
106 

219 

184 

220 
193 

227. 

144 

§ John Kennys Intensive Farming in India. He gives the results of experiments 
made by. m•.mY other's. The illustrations quoted give his own results aud some of 
those obtai•1ed by Newman, D<~.vis, Dr. Leather and others. 
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Output per Without manure 
acrE', 

With manure. 

B. Cotton 
§1. Crop 

§2. Crop 

§3. Crop 

C. Wheat 
§I. Grain 

112. Grain 

§3. Grain 

D. Potato 

§1. Crop 
E. Oats 
§§1. Grain 

Straw 

lbs. 

.. 

,, 

... 
" 

"· 

bushels 

lbs. • 

•• 

4 tons cattle dung. 
50 lbs. 80 

1 cwt. nitrate of soda. 
1 ., super phosphates. 
1 ,. kainit. 

50 lbs. 150 
2 cwts. ground-nut cake. 
2 , superphosphates, 
2 ,. kainit. 

5~ lbs. 200 
Poundrette or dry human excreta. 

1,083 lbs 1,603 
3 rods. saltpetre. 

820 lbs 1,558 
14 tons farmyard manure, 

900 lbs. 1, 980 
158 lbs. Chili saltpetre. 
440 , superphosphates. 
158 ., sulphate of potash 

145 bushels 349 ..• 
Green manure a:1d superphosphate&. 

562 - lbs. 1,451 
1,175 lbs. 2,330 

Percentage 
increase in 
output on 

unmanured 
crop. 

60 

200 

300 

48 

90 

120 

,15,0 

140 
98 

Green m<~.nure and superphosphates. 

IIJII. 1st year 
2nd , 
srd •• 

F. Maize 
11111· Grain 
§§2. Grain 

Straw 

.. .. 
" 

492 
752 

1,732 

lbs. 960 

" , 
1,560 
1.840 

Green manure and superphosphate&. 
lbs. 1,599 
.. 1,458 
" 2,841 

N. B.-The numbers indicate di:flereot experiments. 

62 
91 

225 
94 
64 

§. Jhon Kenne'y intensive Farming in India He gives the results of experi
ments made by many others, The illustrations quoted give his own results and some 
of those obtained by Newmau. Davis, Dr. Leather. andothers. 

II T. Basu's article in the Agricultural Ledger, No,10, 1893, 
§§ Proceedings of the Board of Agriculture at Pusa, December 1,1919. 
11.1 A Study of the Indigo Soils of Bihar by W. A. Davis published by the Agricul~ 

iural Research Institute Pusa. 
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h is important to note that the above increase should be realised in 
terms of the costs of manuring as compared with the value of the increase 
in the output. The increase in the output should be be taken as less on 
the farmer's own iand than on the agricultural farms under the manage· 
ment and supervision of experts. Calculating even without this latter 
consideration it will be seen from the abve bible that in many cases the cost 
of manure is .too high in comparison with the increase in ou~put. In some 
ca.see the cost is even greater than the increased value obta.bed. Take, for 
example, the third experiment under wheat, that is, C. 3. in the table, where 
the increase in the output is the greatest under wheat. This is 1,080 lbs, 
or a little more than 13 mds, the price of of which will be about Rs. so. 
To raise this extra amount 14 tons of farmyard ma.n11re wa~ used, the price 
of which will be more than Rs· so. On the other band, take the first 
experiment under rice, that is, A.. 1, where the increased output is 2,182 lbs. 
or 26i mds., the price of which will be about R 150. The manure used was 
lOO mds, of cow dung, the price of which wili be about R 50 ; thus leaving 
the substantial net profit of about R 100 per acre. 

It seems that experiments which do not care much f~r cost are merely 
academic in their interest, and have little practical importance. Nor does 
the manure used show any result unless it is known what was the result of 
soil analysis of the particular land to whi~h .the manure has been applied. 
What is necessary is to find out the maximum efficiency point at which a 
particular soil with known deficiencies will raise the maximum crop with 
the minimum manure, or rather the maximum value of crops with the 
minimum cost of manure used. In many cases this viewpoint is maintained 
with good practical results. It is necessary now to emphasise this in all 
cases. For the use of those ·who want to work out the problem in the above 
table I give the approximate prices of manures which are widely used in 
Government agricultural farms in India. For nitrogen, phosphorus, and 
potash, the manures usually used are respectively superphosphates (Rs 2 per 
maund), Chili nitrate (Rs. 4-8 per maund), and kainit (Rs. 2 per maund.). 

Finally, in attempting improvements of the agricultural system of 
India, whether by soil improvement or by introducing improved implement3 
and machinery, especially the latter, one caution is necessary, The full 
significance of that can only be realised by_tlwse who are actually hand
ling the problem in its entirety and not one aspect of it merely "Iu India 
there is &Q agricultural practice built up oil the traditional custom of years 
and in which reside, though unexpressed and unexplained, deep scientific 
principles, the reasons for w,hich ca.n only gradually be elucidated '' t. It 
is necessary to attempt unravelling these mysteries in order to preserve 
what is besfl in the present system, so that what is really good may not be 

~ :Mackenna.-Agriculture in India. 
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destroyed by the iconoclastic zeal for improvement on the part of the 
technical scientist or the lay worker on behalf of the cultivator. 

Improvements in Organisati_on. 
Improvements in organisation help improvement;~ of agriculture 'in two 

ways. Better organisation can facilitate the improvement of the soil and 
the increase in the area. under cultivation. Secondly, it can bring about 
a redistribution of the present income from land so as to enable the cultiva· 
tor to retain more than what he does now. 

Under the first head will come all means by which any portion of the 
113 million acres of land which is now waste but which is cultivable can 
be made available for actual cultivation. Some ol this land can be brought 
under cultivation by developing easy means of communication. Information 
in this behalf and facilities to settle on such land should be orga.ni~ed in 
order to induce people from more congested parts of the country to 
migrate to these parts. In this way m~ttny places are being developed, e.g., 
parts of Assam and Burma.. By developing such lands by means, for exam
ple, of irrigation not only has the output been increased but a greater popu· 
Jation has been attracted, e. g., in the Panjab and Sindh, 

Again, such organisation is necessary to introduc~ improvement of the 
soil. The most important organisation is the co-operative credit society. In 
India co-operative credit societies are developing rapidly, although their 
number is yet insignificant in the vast country. But these societies are most· 
ly based on the Raiffeisen principle, the object of which is to protect the 
cultivators from the exactions of the local usurers. The loans are for short 
periods only and based on personal credit. Apparently no permanent im· 
provement of the land can be undertaken by means of short-term loans, nor 
can long-term loans be gr;J.nte! on parsonal credit only, Therefo.re, for the 
improvement of agricultural la.nd3 in India, organisatio.ns of the type of the 
German Landschaften are needed. These grant long-term loans for permanent 
agricultural improvements on tha security of land itself. Such loans can be 
given on the understanding that the Society will have the right to see that 
the money" is spent for the ptllp:>se f:>r which loans have b~en aa.nctioned. 
The borrower is required to pay interest on the loa.n, a small charge towards 
the nserve fund ani the cost :>f mil.intetliloll<B of the Society, and a portion 
of the principal which is necessary to extinguish the debt at the expiry of 
the period for which the loan has been granted. 

Such organisations are voluntary in Germany but are helped and encou· 
raged by Gove;:nment. In India ordinary co-operative credit societies 
depend for their main suport upon the Government of the country. The 
reasons are not far to seek. The people who are bene5.ted by the system 
are mainly the rural folk who are ignorant about the affairs of such institu
tions. Moreover, owing to the poor condition of the couatry it is difficult 
to find Sllfllcient men with leisure to devot~ their time and service.i to &llc.b 
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work. Further, the extreme illiteracy of the people makes it difficult to 
find men to check and supervise the work of the officials of the Societies. 
And it is such direct participation in their working which can create an abid· 
ing interest in these institutions. 

Thus it cannot be expected that new organisations of the type of the 
German Landschejten will be introduced in India without Government initiative 
and support. It is a mistake to s•1ppose that these can be opened only 
after the other type has developed in the country. The two types must 
go together in order that either may be effective. Also such new socie· 
ties cannot grow at all without at least some legislative help from Govern· 
ment. :For landed property to be used as a security for loans in the case 
of such institutions, certain conditions must be brought about which can 
exist only by legislation in that behalf. For example, there must be a 
public register showing the titles to lands as also the existing charges on 
them. Without this the existing liabilities of any land cannot be definitely 
ascertained and therefore the amount which can safely be lent against that 
land r<·mains uncertain. Thus all mortgages or other liabilities on a land, 
whether anterior or subsequent to the loan, must be compulsorily shown 
in the register. The claims of the l!ociety should have priority over all 
claims not so entered subsequent to the contraction of the loan from the 
Society. This can apparently be enforced only by proper legislation to that 
efiect. Again, it is essential ior the success of any such organisation that 
ready and cheap methods should be provided for the recovery of debts as 
also, in the required cases, for the pledged property the of borrower. 
Government help is probably necessary for the right valuation of the 
lands which are accepted as pledges for loans. 

Such institutions, if properly organised, can bring about immense im· 
provemeats of land. The advantages are many and widespread. (1) The cui· 
tivator will welcome the system because he is freed from the present 
contingency of being suddenly asked to repay his debt to the moneylende1· 
(such loans are renewed but granted for short periods only and often pay· 
able on demand) when he has sunk capital in his land which can repay 
itself with profit only if he can wait for a long period during which the 
full effects of the improvements would accrue to him. For example, if he 
provides for irrigation, drainage, fencing,- or even using improved 
implements, machinery, or cattle, the return will come to him 
spread over some time. Therefore, the time for repaying the 
loan should vary according to the particular way in which he 
applies the borrowed capital. The society can lend money for such 
long periods because the land is pledged to it, and, in case of inability 
on the part of the cultivator to repay, the land can be easily transferred to 
another betore the effects of th~ improvements are exhausted since trans
l.er o1 suoh lands will ha.ve been facilitated by law and since the repaymen 
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is to be by instalments each of which must be paid in due time, failing 
which the society will take steps towards their collection or towards the 
transfer of the land to another who can pay regularly. (2) The money
lender or the capitalist will com·~ to such a society because he can never 
rely on the punctuality of the cultivator t and because he will now have 
to depend upon the credit not of an individual about whose affairs his 
knowledge can never be so minute but upo!l that of an association whose 
credit will be the joint credit of all its members besides its prestige as being 
supported by Government. Also the trouble of examining the securities of 
individuals is obviated by the substitution of the society as his debtor, 
which will undertake this work with much greater facility if the conditions 
explained above be brought about 6y necessary legislation. In such cir
cumstance3 it is to be expe::ted that, with greater credit and less trouble 
and risk of loss, the moneylender's charge for interest will alsc. fall. This fall 
will mainly go to the borrowing cultivators since the society will be of the 
co-<>perative credit variety. (3) Thirdly, this will bring many and various 
benefits to the community at la.rge. The burdens on all lands, particularly 
the cultivators and the small proprietors of lands, will be considerably 
reduced at the ume time that tit) improvo:neuts adumbrated in the begin
ning of this lecture will be rda.lised. With the improvement of agricultural 
lands, their value will naturally increase. This will improve the condition of 
all proprietors of lands as also that of the non-proprietor cultivators if suitable 
arrangements are maie in tenancy laws which will retain to them the effects 
of their improvements. Again, the improvements which c1n be introduced 
no.v are only minor and seconduy. With tho adoption of this system the 
expenditure on permament a:,;ricultural improvements will be. more liberal 
and to that extent the country wlll be benefited. The producers will be 
directly benefited by the inere1sed output and the general "Qody of the 
pel)ple will participate in the advantages in the form of lower prices of agri
cultur~~ol products unles3 of course there is a proportionately greater increase 
in the population. Also raw materiah in the form of agricultural output will 
be cheaper. This will stimul<~ote industries dependent on agricultural pro
ducts, '!'his improved condition of the rural classes will naturally react on 
anoth~r .problem, viz., tha•; of the thoaghtless immigration frow country 
districts to large tow as on the off-chance of earning a living there. The 
sudden aad more or less •1nexpected releJ.se of the rural labourers from all 
bonds of social ties which exist in the village homes probably in too great an 
extent but whicb practic1lly do not ex:ist in the new urban enviroments has 
no' always been very happy, especially in their moral effects. With greater 

t ·• Landed security is good, but not easily or rapidly realisable ; debtors are 
uneducated and have no idea of business methods or of punctuality in 
meeting their obhgatious; ......... and partly in self-protection, the mahajan. 
charges a rdte of interest which local custom readily tolerates " Heport 
of the Indian Industrial Commission,] page 211 



premeditation in migration this also may be partially remedied. Further, 
the prosperi~y of the rural clasaes will naturally re~ct upon all classes of the 
labouring population of the country, and this will make the people better 
payers of indirect taxes on articles of general cansumption. Tb.us Govern· 
ment revenue will automatically swell with such improvements. Finally, 
there will be a check, partially at any rate, upon a vicious system which 
prevails in India, especially in Bengal, Bombay, Bihar, and the United 
Provinces. Now there is excessive subdivision of agricultural holdings, 
which often make~ profitable cultivation impossible. The reasons are 
several, the most important bein~ a. rigid adherence to th~ letter of the law 
of inheritance ani the attempt on the part of all to live on land. Another 
important cause is the extreme indebtednes3 of tb.e rllr<~.l clas3e3. Tb.is 
compels them to repay their debts by selling or surrendering a portion of 
their holdings. The temporary efiec ~ i3 to lighten tb.e b1wlen of their 
d bts, but the more permanent effect is to involve them in greater debts 
inasmuch as the same family or families mu3t now live on a smaller land. 
Under the proposed system of developing land3 there will be no such press· 
ing debt to be repaid, its amount b<.Jing earned from tb.e improvements made 
on land and its repayment with interest being settled on· terms of easy 
instalments. · 

Another means of introdttcing such improvements of land, besides the 
institutions based on the principle of Landschaften, is to organise co
operative purchase stores in rural areas. fhese may be utilised for buy
ing consumption articles. B11t their work in behalf of land improve
ments should be to purchase improved agric11ltllral implements, better 
manure, cattle, seeds, etc. The principle will be co-operative, not neces
sarily based on the credit system, although the latter will be more 
effective inasmuch as it will allow the buyers to make payments out of the 
increased income derived from the use of b~tter implements, cattle, manure, 
seeds, etc. Such organisations can only be institutel on the initiative and 
direction of Government for the same reasons for which co-operative societies 
and Landschaften requir<l Government help. Government help should, in the 
beginning at any rate, be given to them in tb.e form of loans with Govern
ment money just as it was given and, in ma.ny parts of India, is even now 
being given. 

In this connection it is worthy of note that some Government measures 
have indirectly retarded the progress of ruralarea3. In some parts of India., 
for example in the Punjab, Bundelkhand, Cb.hota Nagpur, and certain parts 
of Bombav and the Central Province3, law for bid3 the alienation of agricul
tural lands to non-agricultural claises. U a less this is accompanied by 
adequate provisions for credit, it meNly me1ns a fall in the value of land 
and creates greater dif:lic11lties in finance for the cultivators. Owing to the 
extra.ar iina.ry development of the P11njab ani Sinlh irrigated areas it ha.s 
not affected these parts so badly but inhert:ntly the m.easllld is defective. 
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Some other means must therefore be !Jevised to prevent the transfer of 
agricultura.lla.n h to the m n~y·len lin~ ch.s~e3 who never inteni to cultivate 
their lands the nselveg. If tha. t bl not pra.ctica.ole the present la.w should yet 
be dropp:!d. Another such defective law which undermines both the mora
lity and m1teria.l prosperity of the borrowers is the Usurious Loans Act of 
19t8. The courts of justice have the right to determine a fair rate of 
int~rest. Thi~ is ustully a.cceptei as twelve per cent. per annum, rarely 
more than eighteen per cent. But if the m'l nay-lender really runs a risk as 

· he thinks that he doe~, he evades the law by forcing the borrower to recog
nise a higher amount as borrowed than the actual amount, so that the court':~ 
decree on this higher amount at a,_ lower rate of interest will yield him his 
lower amount at the higher rate stipulated for. This is not only morally 
degradin.g to both the lender and the borrower but inevitably creates difficul
ties for the borrower who is the weaker party. 

The foregoing methods of helping the cultivators by having co-operative 
societies of various kinds will also help the cultivators in receiving a greater 
share of agricultural profits. But more direct methods require to be 
devised to bring about a redistribution of the income from lands, by which 
the cultivators can get more of it than they do now. At the outset a warning 
needs to be repeated that the exploitation of the cultivators by the 
middlemen traders is not so great as is popularly supposed. In most cases 
the exploitation is more oppressive from the landlords or middlemen 
holders of agricultural lands above the actual cultivators. Thus improve· 
meats in this behalf should proceed along two independent lines. The 
systetas of land tenure and the tenancy laws should be so modified as 
to help the cultivators out of a substantial portion of the present burden 
of rents and other dues, which varies according to the capacity of the 
middlemen tenure holders orthe ease with which the law can be dodged. 
Besides, there are many illegal exactions on the part of the landlords or 
their officials. Such practical oppressions must be stopped if the cultiva
tors are to be improved in their material condition and moral outlook. 
It seems ~hat one of the methods of doing so is to amend the tenan-cy 
laws in order to give greater proprietary rights in land to the actual 
cultivators. Insecurity of tenure is an effective weapon to compel the 
cultivators to submit to illegal exactions for the purpose of keeping their 
hold on lands which can be transferred from them to others on some 
pretext or other. On the other hand the danger is that, with the 
security of tenure, the cultivator tends to develop into a middleman 
tenure holder by sub-letting his land to others and thus himself 
becoming a. '' rentreater ". Thus the change of the law should provide for 
certain general right.i of the actual tiller of the soil, whoever he may be, 
including the regular workers on land who are now employed by 'lihe 
cultivator himself. This will effectively check such sub-letting inasmuch 
as the present holder will gain nothing by doing so, 

a 



Secondly, there is now an excessive handling of crops by the 
middlemen traders in moving them from the fields to the ports or the 
internal distributing centres. There is no daubt that more of the income 
from lands can be retained by the cultivators with a little organisation 
For this purpose the organisation of co-operative sales' associations is 
imperative. These need not be separate fro n the co-operative purchase 
stores, These associations will fiunoe the cultivators till their products ca.n 
be sold in the best markets. Such bl)dies wili naturally find the customers 
coming to their doors for making purch1.ses since they will find a large stock 
from which to choose, and these associations can bargain for much better 
prices than individual cultivators can ever hope to do with their pressing 
needs for cash to pay the money-lender, the landlord, and Government, and 
to find money for their ordinary expenses as also many extravagant ex
panses often required by social or religious customs. 

Another method by which the cultivator can earn more is to market 
his goods after passing them through some of the minor processes through 
which they are carried later on and which can be done without much orga
nisation and expense. He" can prepare crops for the market in most 
profihhie form. This inclurles sucb operations as fibre and .oil extraction, 
wheat grinding, paddy husking, coffee pulping, te.1 manufacture, and, most 
importa.nt of all, sagarcane crushing"§. He may also "prepa.re materials 
required for agriculture such as bone meal for manure, and crushed or chopped 
cattle food "§. Such work on the part of the cultivator will increase his 
income very much without much cosll or loss of time. This will also solve 
the important problem of providing supplernent:~.ry occupation to hirn since 
during certain parts of the year he ramain1 compulsorily idle. Moreover, 
the transport chll.rges will be reduced inasmuch as the raw things are always 
heavier and more bulky than the part-manufactured articles. Further, the 
bye-pro:luots which are often of great value to him,. e.g., oil cakes, and which 
now leave him along wit;h the raw thing&, will be left to him to be utilised 
for his requirements. 

In conclusion it requires to be emphasised again that the above sugges
tions can be more effectively carried out if attempts be made simul
taneously along all the lines instead of being confined tQ a few only. Piece
meal development is impossible in any department if life. It is especi
ally so when the various bra.nches of economic--development are so closely 
related to and so interdependent upon one another. Therefore, there is the 
need of organised effort which, i.n a country like India as probably in all 
countries, can be succPasful only if the initiative and the driving force corn e 
from the Government of the country. 

§ Report of the Indian Industrial Commission, pag11 59. 



AGRICULTURAL VERSUS INDUSTRIAL 
DEVELOPMENT IN INDI~. 

BY PRoF. R. M. JosHI, SYDENJUM CoLLEGE OF CoMMERCE · 
AND EcoNOMICS, BoMBAY. 

The great economic problem of Iudia is the problem of poverty. In,lia 
is one of the poorest, if not the poorest, country on the face of the earth. 
There iii no disputing about that fact. The remedies proposed, however, 
for curing that disease of poverty differ according to the diagnosis of the 
disease. And they differ to such an extent sometimes as to appear anta
gonistic. That is why I think it essential to clarify our ideas on this 
subject of fundamental importance. 

For the last twenty years at any rate, if not more, the demand for 
industrial development in this country has become increasingly vocal and 
persistent, if not very definite in its details. The Industrial Commission of 
1916-18 was au outcome o£ this demand. The report of that Commission 
gives a good description of the industrial deficiencies of India. It omits, 
however, to establish the vital relation between tb.e3e deficiencies and the 
chronic poverty of the country. The Fiscal Commission of 1921-22, which 
was the complement of the Industrial Commission, appears, however, from 
its report to have had even a less clear idea than the earlier Commission of 
lhe vital significance of industrial development in India, for the report 
merely says: "That the industrial dev"'lDp;IJent of India has not been 
commensurate with the size of the country, its population and ite natural 
resources, and that a considerable development of Indian industries would 
be very much to the advantage of the country as a whole." The Commis
sion evidently do not belie'Vi! that the most important remedy for the 
poverty o£ the country ii industrial dev~Iopment. The latter .is simply 
quite a desirable thing, in the opinion of the Commission. What they mean 
by" considerable development," or at any rite what the majority of the 
Commission mean by it, is seen from what they say elsewhere in the same 
report, viz,' "India for many yda.rs to come is likely to concentrate on the 
simpler f.orms of manufactured goods and these are precisely those in which 
the United Kingdom has the smallest interest." · 

It is the halting pronouncements of the nbDve two Commiasions on 
which the policy of tb.e State in tb.e matter of industrial development is at 
present based. But there are people ia various camps who have already 
taken a fright at it. Here is the chairman of the Ualcutta Port Commis
sioners who recently delivered himself of the following before the rariff Board: 
"India. ia predominantly an agricultural country. You have agriculture as 
your prevailing industry and you have to find a market for a certain amount 
of surplus agricultural produce. In order that agricult11re might flourish in 
this country there might be a point at which it might be undesirable tQ 



develop manufacturing industries unless that cll.n be done without dama"· 
ing agriculture. It is hardly fair to agricultural intertJsts to develop tho~e 
industries at the expense of agriculture. I admit that nobody could object 
to the natural development of the iron, coal and other industries but one 
might object to official aid." The chairman of the Commissioners 'doe~ not 
by any means stand alone in this type of advocacy of agricultural interests. 
There are big landholders, e.g. _in the Council of State, who tell us 
through that council and the Press that the one great need in 
the e~onomio life of the country to-day is the establishment of land· 
mortgage banks with a Central National Bank at their back. There ard 
many honest co-operators (in the economic sense) all over the country who 
cannot at all understand why other people waste their time and energy over 
fighting battles, say, about fiscal policy when the one thing needful for the 
economic uplift of this country is the salvation of agriculture by means of 
co-operation. Then there are people who back up agriculture because they 
are filled with holy horror at the sight of the slums in some of our industrial 
cities like Bombay. These people are convinced that industrial develop
ment means dark, stuffy factories with chimneys belching out clouds of smoke 
and surrounded by mean, filthy over-crowded tenements wherein human 
beings live more or less like worms. Did not Ruskin and Ct~rlyle say so 1 Does 
not Parel exemplify it 1 What if Letchworth and Bournville and 
Port Sunlight prove exactly the opposite 1 What if Tatanagar proves in this 
very collntry what an industrial town can be like if only things are wisely. 

planned at the right moment 1 It is amusiug to note that these enthusiasts 
for rural life seem blissfully ignorant of the fact that a vast Irass of 
villages all over the country are simply pocket editions of the slums of 
industrial towns. 'Ihey seem equally to ignore another fact, viz., that the older 

towns of India, entirely unaffected by modern industry, especially the 
sacred cities of the land, present a spectacle of dark, stuffy, congested 
houses separated by narrow winding lanes, which can compete succesdu1ly 
with the slums of industrial towns. The whole attack seems to be based 
equally on an ignorance of what is and of what can be. But 
enough of this digression. My point is that in the present perio1 of 
renaissance, when all that is old has temporarily become gold, there are 
plenty of people opposed to the industrial modernisation of this country. 

Now leG 1lB examine the statement that India has always been, is 
and will remain predominantly an agriculturafcountry. In a sense, this 
statement may be truly made not only of- India but of every country 
on the globe. Why, even in England-by far the most industrialised 
country in" the world-agriculture h the most important single industry 
even to-day and occupies the largest proportion of the population. The 
nature of agriculture has changed, radically changed, as compared with 
the condition of things two ce~turies ago. 1\{uch les3 wheat is prohced 
than used to be the case or than what could be produced. But it only 



87 

1neane that the land which used to produce wheat now produces beef, 
mutton, milk, eggs, butter, cheese, pork, ham, potatoes and other vege· 
tables, pears, apples etc. etc. Decrease in in dig en ous wool production has 
also occurred because the alternative products above- mentioned pay the 
farmer better. But agriculture iu this com prehe'lsive sense, is not only 
very much alive but is as a matter of fact the industry which 
employe the largest number of people to-day. In the other in Justrially 
advanced countries, agriculture is very much more important than in 
England. In France, half the population lives by it; in Germany a little 
more. In the United States, one-third of the population is engaged on 
the land. Japan, of course, still is as much an agricultural as an indus
trillised country. In the past, all ·countries of the world, not merely 
India, were agricultural. If anything. India was more full of the handi

crafts of those days than were the countries that are noted for their 
industries to-day. History bears ample testimony to that. In the future, 
as long as food continues to form the most pressing of human wants and 
as long as it continues to be derived from land, cultivable lanu even in 
ind ushialised countries will naturally be made to yield all that it can of 
food whatever its form may be. Agriculture cannot but remain the parent 
industry in every country. There is nothing very peculiar in the very 
nature of things which distinguishes India for all times as regards the 
position of agriculture in national economy, as appears to be implied in 
the statement under review. 

Let us make a brief comparative survey of the change which has 
come over the economic organisation of the industrialised nations of the 
world and over that of India during the last century or -so. Let us 

start with England. Before the Industrial Revolution. England was a 
country of small villages engaged in agricultural aC"tivities su_pplemented 
by handicrafts of the domestic type. There was the band-spinning of 
wool as a more or less universal spare-time occt1pation and the hand
weaving of the yarn by a specialist class of weavers. And there were a 
number of other handicrafts catering for the needs and conveniences of 
the people and partly for the luxuries of the lucky few. The industrial 
revolution spelt the. ruin of most of these handicrafts and spare-time 
occupations and the connquent displacement of large masses of people 
from the villages and sm<~.ller towns and from their ancient occupations. 
But the industrial revolution meant at the same time the opening of 
more fields of new kinds of employment than it closed. It meant the 

, opening of coal mines and iron mines, of smelting furnact's and foundries, 
of rolling mills and fMtories making the thousand and one requisites of 
railways• of textile mills and other factories, of machinery-making factories and 
workshops, etc. As a result of tile Industrial Revolution, wooden ship· 
building of course practically diuppeared in England. But a much larger 
industry of uon and steel ship-building rtlplaced it. Railway transport, 
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orean shipping, commerce, insurance, banJ, ing op~ncd EO many new careers 
that the disappearance of the old handier lifts ~>Jlpfared as a hgatrlle. 
Agriculture itself came to be rerorganised in such a manner as to economise 
the human factor and to specialise in the mcst remunerative channels, be 
they wheat, meat, wool, dairy-produce or market-gard E>ning. The upshot 
of it all was that a imuch smaller proportion of the total population came to be 
occupied on the land but the per capita income in that as in other industries 
increased with surprising rapidity. The change in the economic organisation was 
indeed attended by a large amount of hardship and gave rise to evils which 
were unexpected because of the suddenness of the change, but many of these 
evile people have now learnt enough to be able to foresee and forestal 
if they so desire. 

England was the country where the Industrial Revolution came first. 
The new era was the era of iron and steel, of. steam and electricity. England 
faEhioned for herself tb e tools and implements of the new era, the rails, loco
motives, coaches, wagons and other railway stores, the iron and steel plates 
for ships, the marine engines and other marine stores, the machines for textile 
and other factories etc. And when England had equipped herself with these 
new tools and implements, she was not only ready to supply the varioll8 
goods produced with their help but also similar tools and implements them
eelves. 

Now, the other nations that have successfully modernised their indus
trial fabric first thought of doing so when their handicrafts of the domestic 
type began to decay because of the competiti?n of the machine-made goods 
of England. They started by equipping Lhemselves with the new tools and 
i~plements which they first imported ready-made from England. But these 
countries were shrewd enough to perceive that there would be no real moder
nisation of their industries until they began to make their own tools and 
implements i.e. to build their own railways and steamships with their own
materials and brains and supply their own mills and factories with machinery 
and stores made by themselves. The last of the modern nations which deli
berately brought about such an industrial revolution in its midst was Japan 
which accomplished that feat in the course of a single gan~ration. 

In all the countries which are considered industrially advanced 
to-day, the old handicrafts have nearly disappeared, people have had to give 
up the occupation of agriculture unless they could see a chance of making 
in it as good a living as they could elsewhere and only those remained on 
land who could make good business out of it. But the large numbers of 
people thus displaced from their hereditary occupations were absorbed in 
the mines, factories, dockyards ab.d a hundred other fields that were opened 
anew. 

Now Jet us see what happened in India. Here even before the era of 
railways and steamships, various classes of handicraftsmen had begun tQ 



move on the path of decadence because the things which they used t > 
make and which were taken by their own people in their own ships 
to other lands for sale were becoming less and less wanted there 
and what were wanted began to be purchased by the loreigners here and 
taken away in th.~ir own ships. So the first attack was on our 
external trading and navigation activities and also on the volume of 
our manufactures sold abroad. The contraction of these activities n;eant 
decreased employment for various. classes o(people. Then came the invasion 
slow but sure, of the home market by cheaper machine-made goods. The 
handicrafts of the country put up a tough fight for defence, but it was a 
losing game. Then came the era of railway!! and wherever the rail way 
penetrated the doom of the handicrafts, which had supplied the ordinary 
necessities and convenience3 of the mass of the p~ople for unnumbered cen
turies in the past, was very swiftly sealed. This process was accelerated when 
steamships began successfully to ply through tile Suez c~ nal an(l the cost 
of transport of the machine-made goods even over thousands of miles of water 
or rail came to be so surprisingly reduced as compared with olden times. 
All over the country wherever the railway went, the spare-time occupation 
of spinning of the agriculturists was gone, hand-weaving was threatened, so 
was the blacksmith, the metal smelter, the glass rn aker, the oil-presser, etc. 
The field of employment of all tne hantlicrafts men whl) supplied the ordinarv 
necessities of life was getting rapidly contracted and the supplementary 
income of the agriculturists getting extinguish rd. But why could not these 
people be absorbed in new fields of employment of a new industrial era as had 
happened in other countries, as was happening just then in Japan 1 For 
the simple reason that the new fields of industrial employment did not open 
inindiaastheydid elsewhere. Our railways were built for us by imported 
material and impor!ed brains. _We did not like other countries ~perely get 
started in this way and then set our.;elves to open our own coal and iron 
mines, smelt our own ores, make our own rails and locomotives, wagons 
and coaches and other railway stores. Our wooden ships be(:ame a back 
number but we did not replace that industry, by a much bigger 
iron an~ · steel ship-building industry, we did not build our own marine 
engin~s. make our own other marine stores and open out a great 
navigation industry as well. We did not learn to make our own machinery 
for textile and other mills and factories. In short, we never ·learnt to make 
the tools and implements of the new industri~l era, we never grasped its 
key and so the new industrial era. is still coming. We did not, of course, 
remain altogether devoid of specimens of industry of the modern type. There 
is a cctton industry of some growth which is the result of indigenous 
enterprise. There is a much better organised jute industry which is the result 
of foreign enterprise. Then there are the repairing workshops of the railways 
and a few coal, iron, ma.nganese and g~ld mines and la.tterly there have 
been establisllcd tile T~ta Iron ~~ou.i Steel Works which are struggling as yet 
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for their very lite. 

What development there has been in thesa matters has taken place 
mainly during the last twenty years. But it· was in the !!even ties of the last 
century that the rapid decadence of the handicrafts. employing large 
numbers of people as they supplied the daity wmh of the masl of the 
po;>ulation, ba5a.u tl) ta.\a phc~. a~d a.t tha.t time there were no new fields o · 
employmer~t ava.ila.ble wherein these people coald be absorbed. Hence 
they fell ba.ck u;:~on agriculture whi<:h W<l3 the only industry in which ma
chine-made goo.h did not compete. Evan a3riculture was affected in so much 
as the spare-time occupation of spin ·1in~ was gone. If in the other countries 
people were taken away from agric11lture into new industries thus necessi• 
tating the reform of agriculture itself, in India more an-I more people were 
thrown back upon agriculture anJ the result of it was the exce3sive subdivi· 
sion and fragmentation of land, the ditUinutive incomes of agriculturists, 
the growth of indebtedness, diminishing power of resistance in·'case of droughts, 
high death rate and all the melancholy succession o' fevers !l.nd plaguas 
too well known to need repetition. That is the origin of most of the 
serious agricultural ills for which we all seek remedies. It is not a matter 
for pride •r congratulatioo that seventy, eighty or ninety per cent of our 
people live directly or indirectly on the laud. It is a ma.tter for serioa s 
anxiety. We know that in those parts of the coantry lika the Panjab where 
new land for cultivation was made available by irriga-tion, the first colon ists 
prosp~>red but later with increased preasure of numbers into the agricultara.l 
field the same evils of subdivision, fragmentation, growth of indebtedness etc. 
followed. So the decay of handicraft<~ brought' a bout the decay of agriculture. 
The gloom of the situation went on thi)kening during the la.st two decades 
of the nineteenth centary. It was not the excessiveness of the land 
revenue demand but the miserableness of the individaal share of ths income 
from land which wa8 and is the cause of all the trouble. Matters would have 
been worse than they were but for one thing. The same steamships and 
railways which brought cheap . machine-made goods of everyday use from 
thousands of miles and took them to the no'>ks and corners of the 
country were ready to t!l.ke bulky goods like foodstuffs aud raw materials 
in the other direction, and thert~ was a growing demand for these goods in the 
industrialised countries of the world. For the first time in the history of 
the world, voluminous trade in bulky goods oTsma.ll value bec~me possible 
and agriculture in India began to respond more and more to this situation. 
Since the beginning of this century, efforts have begun to ~e made through 
the Agricultural and Co-operative Departments of Government to improve 

· the condition of the agriculturists. The development of industries on modern 
lines has also begun and has made the agricultural population mobile. But 
neither the Government nor t~tl people seem to be convinced that we have 
got far too many people engaged in agriculture in this country. There has 
now emerged a new class of people who are agriculturists for four or six 
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months of the year and mill-bands for the remainder. Needless to say, they 
make neither good agriculturists nor good mi11-ha.nds. We get. twenty fami
lies trying to liv•) by tilling twenty acres of land, each with a holding of one 
acre, not all in one block, but made u-p of ten scattered'strips each of the size 
of s fraction of an acre. That is the kind of a2riculture we have got. We do 
want all the cultivable soil to be cultivated and to be made to yield the 
maximum of produce it can. be it foodstuffs or raw materials or whatever 
it pays best to produce therein. But we want onlv as many people 
to be engaged therein as can find a wholetime occupation and can make 
a decent living out of it. The rest must be provided for in some other 
occupations. Let those who have tempora.rily to migrate every year be· 
cause their holdings are too small be in:luced permanently to migrate 
by an improvement in the conditions of life and work in the industrial centres 
they go to. Tney will thus do better f~r themselves and also enable the 
people that are left in the village to do better than they used to. In short, 
my thesis is that there has been a terrible overcrowding in agriculture 
because of the decadence of the handicrafts which used to supply our 
daily needs. That overcrowding has been the main cause of the many ills 
that we complain of iu agriculttJre and also of the great poverty of the 
country. 'fhe main remedy, therefore, for the improvement of agriculture 
is the diversion of perhaps a third of the people, ;;ngaged in it,if not more, away 
from it into other industries. It is not a question merely of application of 
scientific methods or of co-operative organisation or of the search for subsidiary 
occupations. These things will not touch the core of the problem. For 
genuine agricultural development itself, what is- wanted is the industrial· 
developement of the country on modern lines: The two are complementary 
rather than antagonistic. 

6 



ROUSING OF THE WORKING ~CLASSES. 
BY R AO BABADUR MR. S. S. · TALMAKI, B. A., LL.B., HoN. SEcRETARY 

CENTRAL Co-OPERATIVE INSTITUTE, BoMBAY: 

So much has been written and said on the subject that the following 
few lines are intended merely to afford a few points for discussion. 

The housing of the .· working classes is an important economic 
problem in all growing cities, especially in those whet·e trade and indus
tries M:e making rapid progress. Most of the mod,rn cities weJe allowed 
to grow without any sort of control or a definite plan, their need not 
having been felt at the earlier stages of growth. This initial neglect 
rendered future cantrol and soluti~n of the problem a task of consider
able difficulty and cost. 

The problem has not been receiving in our country the same amount 
of • attention as in other civilised countries where the State, the local 
bod-ies, and even the employers of b.bour 'are making vast strides of 
progress in the matter of the housing of the working classe.J. On the 
other hands in our country the State was for a. long . time a. mere 
look1 ron collecting statistics and figures, while the loca_l bodies did not 
go further than framing byelaws for regulating the construction of 
lluildings bf private owners, . 

Neither have thP. employers of labour fully realised how important 
it is to house the men workina under them in sanitary dwellings and 
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how much work would be more than amply repaid by the greater efficiency 
of the worker and by creating in him an increased interest in his work 
and higher degree of skill. It is well-known that about 20 p. c. of the 
men wcuking in our mills are constantly absent on account of illness. 
Improvement in their housing conditions would not only prevent loss 
from this cause, but would stabiliee labour IIIDd create a sense of 
self-respect among the men. 

Now here in our country are the housing conditions of the working clasess· 
eo miserable as in the city of Bombay, Tbe outbreak of plague in 1896, 
spr8rlding the fell disea.3e from the miserable abodes of the poor into 
the comfortable houses of the rich, carrrying death and devastation 
before it, opened the eyes of the auth,orities to the need of improving 
the housing of the masses. The city of Bombay Improvement Act was 
passed in 1898 with the object among othars, of making provision for 
the improvement and for the future expa.'nsio•n of the city, by removing 
or altering insanitary buildings, by const;runting new sanitary dwellings 
for the poorer cla.s3e3 3 a11d by laying out vacant lands. The objects of 
the Act were, no doubt, cJmmendable, but jt placed the destruction of 
slum!! first in th·e programme of work befor~.: ~ making any pro vi~ ion fo r 
the risideuoe of tile dishoused people, with. -.the r~sult tnat th~e • ~eopl e 



overorowded the neighboaring dwellings ani br()cJght them to the cori
dition of freJb slum~ in the m1.king. The rents in Bombay began to 
risa abnorm3.lly an1 the Act became unpopalar with the people, This 
initial mi3~ak:d was however r.nlised by the authorities, and the Improve
ment Bnrd therJa.fter diracted its efforts to the work of improving the 
innnitary bailliag3 by m~~ing therein such changes as to admit more 
light and air. The Board abo commenced the construction of new buildings 
for workmen. In the latter work, however, the Board's operationa are 
limited, izu.smach as the statute requires the Board to house only a 
portion of the peopl~ dishoused by its schemes. 

']bus the City Improvement Act was unable to do much in the 
way of improving the houf!iug CQnditions of the working classes. In 11~13 

the Act was amended so as to eua~le the Improvement Board to 
construct buildingl for tho wvri>:inJ cla.Btls oa behalf of any employer 
ot Ja.bour on his pa.ying in ai vance 2) per cent of the cost of the proposed 
buildings, and an i~rta.king to repJ.y t,he raillaining amount with interest 
by instalments in the course of 23 years. This scheme, too, did not prove to 
be attractive to th" employers, only one cotton mill having availed itself 
of the facilities afforded by the Act. 

Meanwhiltl the two Railway Co:np itnies, the B.B.& C.I., and the G. I. P., 
the Bombay Municipality and the Port Trust undertook to house the work
men employed un,ler them aud each of the bodies built a number of ~e
ment chaw is for them. 

All this while the State as auch took no part, eith·~r direct or· indirect, 
in the hou.:ling of t~e wr rking class:::s. The Indian Industrial Commission 
appointed iu 191G by the Government of India recommended in" their report 
issued in l9Fl that iu vitlw of tile peculiar conditions of the city of Bombay 
iihe St;1te iu co·op<Jra tion with local aathorities should adopt a definit~ pro• 
gra.:nme of i..o 1uing the working classes, levying further taxation in such a 
way as to fall mainly on ohe <!mployers of la.bour. This led to the appoint
ment of the Bomb.~y D~velopment Dir ecturate in 1920, which undertook, • 
among other things, the Development of the suburbs and certain parts of the 
city, as well as the proJramme of construction of 50,000 rooms for the work
ing classes in Bombay, A special cess on cotton brought into the city is 
being levied to mee~ the charges of the s;:lle:ne3 aadertJ.keu. by the Direc
torate, whose programme of constncting the wor~ng class dwellings is 
making rapid progress. 

In t;he work indicated above regarding the hou~iog of the worliin,. 
classes, it would b~ diffi.calt to say that it has or is proceeding on righ~ 
lines. In the first place, the initial mistake made by the City Improve· 
ment Act has already been noted. Secondly, all the buildings construdecl 
SG f~r consist of si~gle room ten~ments, three to four st;ories high, oi the type 
of p1geon holes, whiCh cannot b.e termed dwellings in any senie of the tara, 
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alt~rding m ~rely boarding and l.>:lg ing accommodation for the poor classes. 
Thudly, the two Rlilway Companies should not have been allowed to con
struct their working class buildings, much less their workshops in the city
proper. They could well have acquired cheap land in Salsette in the proximity 
of the lines of their route, and constructed small and cheap cottages for the 
people with pieces of garden around them. Even now these Railway Companies · 
could be made to undertake this course, the chawls already constructed by 
them in the city being taken over by the Development Directorate as ~a~~ of 
its own programme. Fourthly, the Development Directorate shouli' in the 
first instance have taken in hand the rapid development of the s:::_, 1ubs in 
Salsette. Such a course would have brought about a. diversivn of a large 
number of upper and middle cla~ses to those places, resulting in a fall in the 
prices of land in the city for the benefit of those of the working classes who 
cannot be removed far afield from the seat of their work. 

The excuse that is generally put forth for constructing one·room tene
ment chawls is that it would not be an e::onomic proposition to do anything 
better in the city where land is so very dear. But the q uestio.u has never 
been boldly faced ; as tohow many of the people could be made to move out into 
the suburbs to be housed on cheap land in a better class of dwellings. 

Life in chawls, especially of one-room tenements, is scarcely worth living, 
even by the working classes, Privacy is oonspicuous by its absence, and it , 
is no wonder that people living in them should shut or cover up the win
dows in the attempt to secure some privacy even at the cost of light and air. 
The common services, such as privies and water-tap rooms, are always found 
to be in the most insanitary condition, fer it- is nobody's care to maintain 
them in good condition. They moreover afford frequent cause for quarrel 
among neighbours. A chawl with a number of storeys is a multiplication of 
these evils. 

The all round construction of one-room tenem;)nt chawls several storeys 
high for the working classes, even in cases where they could be avoided, is a 

' ead mistake which might take ages to rectify. Even two-room tenements 
in a chawl are bad enough ; and one-room tenements are abominable. It has 
been found by experienCe that child mortality is heaviest in one-room tene
ments, The minimum standar,d should be two-room tenements in ground 
floor structures with an open veranda and a small piece of yard for garden
ina like the few sets of buildin<>'s desi<>'ued bv-the Port 'frust in its Antope 
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Hill Settlement. 
The houses of our working classes are -~erely eatiug places, not even 

sleeping places, as many of the people,a.re found t:.~ use the open roads for 
the latter purpose. 1'hey are much less the places where self-re3pect could be 
preserved, comfort secured, and d;>mestic pleasure enjoyed. The people are 
crowding together iu foul localities possessing no element of health, comfort . 
and decency. ~fbe resultd arc indvii>able-1-Js.> o[ self-respect, failure of health 
and premature death especi<1l•y among the d.1.ilur.,u. LLJi!J of self-respect 



bringd about crime; failure of health involvt~s fre:JU3nt iu'.erruptioJ of work 
and loss of income, and the depres3ion brought abo:1t thereby is the main 
cause of drunkenness. It is no wonder therefore that a large number of 
workmen should seek pleasure and co:npa.ny in the liquor shops. The degra
dation of the men brings about the degradation of their families. In other 
words a large section of the community is going down in the scale of 
humanity. 

Increase of salaries of the warkmen is the generalremedy suggested by 
many well-wishers of labour against all the ills suffered by them. But a care
ful observation of the effect of th~ recent increase in the wages will go to s!lo 1v 
that the increase must be indirect and not direct. Instead of paying the incre
ment in hard cash, it would be better spent towards the well-being of the 
people, such as death benefits, and provision for sickness, old-age, child birth 
and marriage. Payment of amounts on these accounts, and even on a slightly 
increased scale where the worker himself effects a saving under those heads 
would go a long way in inculcating the habits of thrift and providence. With 
regard to improvements in housing condi~ions, not only a better class of 
dwelling should be constructed, but the people themselves must be taught to 
keep their houses tidy and comfortable. Most of our working classes come 
from rural areas with no idea of the life to be lived in towns. Unless there· 
fore, they are taught the way of living in a city, such as is calculated to 
fulfil the requirements of a wholesome and cleanly home all other efforts for 
the improvement of their housing conditions would be of little avail. Were 
the working classes taught to shun unwholesome ~dwellings and to value 
wholEsome and cleanly houses, the demand for the latter would .automatically 
increase, and owners of property would be compelled to improve the charac
ter of their dwellings and to construct a better class of dwellings. 
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Nor can improvements in dwellings be effected by municipal regulations, 
unless we can succeed in carrying the improvements further into the homes 
of the people themselves, It is therefore extremely desirable that an effec· 
tive agency should be created to teach the working classes to value whole
some and ·cleanly homes as also the i a bit of thrift ·and providence calculated 
to improve their economic condition. Government or Municipal agency is least 
suited for this purpose. There are several private ageneies which 
would be able to do this kind of work most effectively, such as the 
Social Service League, the Central Co-operative Institute etc. The Develop
ment Directorate and the City Imptovement Board, would be well advised 
to set apart specific sums for such work, and get the work done through the 
agency of such private bodies. Construction of houses is a part of the 
programme, and not the only programme of improving the housing condi
tions of the working classes, and it would remain incomplete till the people 
are taught the proper use of tho3e houses. by making them healthy homes 

· a.ud the u.bodes of comfort and happiness. 



DISTRIBOTIVE dO-OPERATIV~ SOO£EriE:> Iti INDIA 
BY PRoF. H. L. KAJr, SYDENHAM CoLLEGE OF CoMMERCE AND 

EcoNOMics, BoMBAY. 

The C~operative Movement introduced into India early in this century 
has, it is well known, progressed at a fairly rapid pace under State patro
nage and supervision, It is equally well known however that this progress 
is largely confined to Co-operative Credit and Banking, the non-credit side of 
the movement not showing any material ex:pansio1, Agricult11ral Organisa
tions on the non-credit side, for the joint }>urchase of seeds, manure and 
implements, for the joint marketing of produce such as the sale of cotton, 
or for the highest stage of joint cultivation, which incidentally ofters a very 
good solution of the problem of uneconomic and fragmented holdings, are 
but conspicuous by their insignificance in numbers, scale of opera tiona, and 
the measure of success achieved. Indeed it seems that the problems of 
agricultural improvement in India cannot be suooe~sfully solved without the 
aid of the Co-operative Movement in all the difterent operations of the cul
tivator, merely credit will not and cannot sulfice, India be~ides has nume
rous cottage industries some of which show great vitality despite the handi
caps of the absence of organisation and .competition of machine-made goods 
made at home or imported from abroad. Producers' Co-operation has indeed 
a vast scope in India and yet we have just but touched upon merely the 
fringe of co-operative production. Above all, India has a huge population 
and while every one is not au industrial producer, and while every one is not 
an agriculturist, every one is certainly a consumer of numerous articles 
produced by others. The chain of midd Iemen between the producer and 
the consumer has grown up here as is inevitable under modern conditions, 
the cry is often raised against profiteering ; the people are poor and yet 
the millions of consumers are unorganised ; Co-operative Distribution has 

· not been undertaken earnestly, the isolated and spasmodic efforts made 
during the last few years having resulted in failures. 

Co-operative distribution seems to me to be a very important department 
of co-ordinated co-operative eftort. The possibilities are great, though the 
achievements hitherto have been insignificant. The Stores,Societies in this 
Presidency are languishing an-:! gradually disappearing by liquidation and 
cancellation, and other -provinces do not rev.eal any very more heartening 
picture. It would be therefore useful to analyse why this Consumers' Move
ment has failed to progress and to get firmly established in the land where 
one would expect it to take root and grow. 

The failures of several societies have not been without value. They have 
brought home several valuable poinli.i, taught many useful lessons, and have 
been the means of our gaining very instructive experience. It is true that 

_theee failures teaoh 1111 negative lessons of what not to do, but theM ne~J&• 
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tive leMons suggest the positive counterpart of what to do. 

Co-operators know well the famous Rochdale principles of working Store 
Societies, and try to act upon them, as far as possible. There are the sales 
at market rates, there are sales on strictly cash 'terms ; there is the 
annual dividend on purchase, there is the fixed maximum rate of interest 
to be allowed on share capital. There h little or no advertisement, no 
window-dressing, no attracting of customers, the theory being that loyalty 
of members automatically secures custom and spares the expense of adver .. 
tisement, window·dressing and the like. Faithful to tile Rochdale princi
ples, they wailifor several retail stores to come into existence and struggle 
into ohildhood to take up seriously the starting and building up of a whole· 
sale Society. When therefore the retail stores fail, co-operators wonder and 
when they analyse the situation, it is customary now to attribute the failure 
to the absence of loyalty on the part of the members. 

The absence of loyalty is doubtless the prime reason for the stores not 
succeeding in the great majority of cases. But merely deploring this com
mon phenomenon will not take us far. Preaching the need of loyalty on the 
part of members and regretting its absence will not bring custom and success 
to the shop, It is not after the failure of the shop that we can force loyalty 
from members, bu~ it is, I feel imperative that the organisation of a Store 
Society should be such as to make loyalty the most natural thing in the 
world for the members. I would go a step further and say that when from 
the facts submitted by the organisers or promoters of a society there is a 
grave doubt about the loyalty of its members, the Registrar should make 
it a point not to register it at all. A Store Society without the members 
being loyal is a phenomenon that should not be allowed to come into existence 
:at all from the first. To make matters clearer, it is obvious that to make 
a co-operative venture succeg;ful there must be a sufficiently large group of 
11ersona having one or more needs in common, and having some tie or bond 
'in common, which may be a further incentive to harmonious and co-opera
tive effort; they must further feel the need, to meet which they start the 
sooiety,_acutely enough to take some trouble and make some sacrifice, and 
they must be educated or experienced enough to know how to set about 
to achieve tlleir objech, Such a group of persons will necessarily be loyal 
to their store and ensure its success. Instead of finding out such groups, 
what is unfortunately but too commonly done is for one or a few enthu
siasts to get the shares subscribed by their friends and acquaintances, who 
from its very inception, have no idea whatsoever of obtaining their require· 
mente from or through the shop but wllo consent to take a few shares to 
oblige the organisers or to help a good oause. To ensure loyalty, the mem· 
bers must bs largely from one locality, so that convenience and facility 
may be added to sentiment as a spur to loyalty. In a place like Bombay, 
Jor ins~nce, it is JlO use starting a shop near tile GirgauUl Portuguese Church, 
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a good centre in itself, and have your members ·scattered all over Bombay, 
It is no ui!e starting a Book Store for Colleg~ students at K:albadevi near 
its· junction with the Princess Street, even though that may be a good cen
tre in the vicinity of large bookselling :firms. The members must be a 
group-homogeneous group, residing in the same locality or coming together 
at least at some place because of common occupation. If other ties exist in 
addition to these, all the better. Thus, if memben of the same caste were 
to be found staying in the same locality, the chances of success of the society 
would be :firmly strengthened. Loyalty of members to the society is, I 
:firmly believe, largely a matter of organbation of the society and societies 
must not therefore in general be registered unless this primary consiW!ra
tion is carefully kept in mind. 

Premising that loyalty is thus secured more or less, the next considera
tion that should, I feel, be emphasized is that it must never be forgotten 
that the store is a business concern aiming at the economic improvement of 
its members. The aim is primariiy, not to cultivate the moral virtues which, 
though highly important and desirable in themselves, are but the by-pro
ducts of Co-operation, but to buy at wholesale and therefore cheaper 
rates and to retail to members at nearly . those rates. Of course, instead of 
selling at practically the wholesale rates or at rates lower than those obtain
ing in the retail market, the society may adopt . the Hochdale plan of dis
tributing bonus on purchases, and thereby promote the habit of saving and 
thrift. But, any way, iQe members must get the articles at lower rates. If 
they cannot, the store fails in its primary idea and deserves to lose the sup· 
port of its members. The management must' hence be such as to ensure 
them lower prices, on purchases from day to day or at the end of the year. 
Unfortunately it is too common to declare dividend neither on shares nor on 
purchases for a year or two, because of some preliminary expenditure or 
something or other. Most men have a very limited amount of patience, and 
cannot go on looking forwatd. In thus waiting for dividends to come, mem
bers soon lose their early enthusiasm for their common shop ; the circum
stances which impelled them to join 11he society may change and the canker 
of disloyalty shows itself. In the early stages, preliminary expenditure or 
heavy cost of establishment or want of experience, does not permit dividend 
to be declared ; later on, the falling off of custom completes the ruin. I am 
of opinion that the management must so~ehowkeep prices, a little lower 
than the market prices, for purchases from day to day by members so as to 
show them in a tangible form from the :first purchase, the economic benefit 
which the store is going to confer, and to declare as soon as possible, at the 
end of the first six months or year, dividend on capital and also on purchases. 
If the profits are not enough for this purpose, though io a really well-manag· 
ed store this cannot and should. not be, a little philanthroph ic assistance 
even may be welcomed, the idea being to sec11re till.) continued confidence of 



members in the desire of the stores to fulfil the expecta.~ions raised when it 
~tar ted. The organisation sec11ring the loyalty and c11stom, the" pricea· and 
dividend retaining the custom so secured, the stores will be well on the road 
to success. 

A reason often assigned for the fa.illlre of distributive societies is that 
accustomed as the people here are to purchases especially of foodstuffs, for 
which they need not pay there andthen, the enforcement of, and strict ad
herenee to, cash sales leads to the falling off of customers. Cash sales being 
one of the basic ideas of the Rochdale Pioneers, co-operators here adhere to 
it with disastrous results. Almost all store societies, chiefly those retailing 
fooihtuffs and even some eundries shops, have expressed a desire for permis-· 
sion to sell on credit ; and the only concession in this matter allowed gene
rally has been that those desiring to take advantage may open a. deposit ac 
count at the store against which their subsequent purchases will be debited. 
This means that a person unwilling to pay for each purchase as he makes it, 
is asked to pay a pretty large sum in advance to cover subsequent purchases. 
It is no wonder that this concession is not availed of by many. In some 
cases, permission is granted to allow credit for a month or so to approved 
cllstomeri!. This too means in practice credit to a few friends and acqua. in· 
tances of the mana.ger or members of the Committee-really cases where per· 
suasion may eliminate the need for credit sales altogether. It appears io one 
that some way bas to be fo11nd whereby those who so desire may be able to 
buy on credit, at a slightly higher rate of course. I think the store organi
sation should run in close association with a credit society or a few well 
managed credit societies may be affiliated or recognised by the store. In 
that case, a member of such a credit society may get a loan which is not paid 
to him in cash but for which a card is issued to him. On production of this 
card, the member will be allowed to make his purchases from the store to the 
amount sanctioned and set f;rth there. Monthly or quarterly recoveries 
could be effected, the mem hers getting the desired facility and the stores the 
desired custom. In the case of a store meant for the employees of a common 
master, it is possible to secure this advantage even without the help of a 
credit soci_ety. The employer issues the cards and sets forth the limit upto 
which sales on credit could be made to the member and recoveries could be 
effected monthly from his pay. Purchases without having to pay for them 
on the spot have somehow such a. fascination that where arrangements as 
outlined above have been made, almost every Ollfl takes advantage of them. 

The next consideration that presents itself to us is the management of 
the shop. A store is after all a business concern and must be run on those 
lines. All facilities that are given by competing retailers must be afforded by 
the stores as well, such as sending, in the case of a Grain Stores in Bombay. 
a man round to the customers periodically to get their orders and to deliver 
the articles at their own homes. Scientific advertisement must also be reo 
eorted to in order to attract non-member customers and thus to extend the 

7 
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henefi.cent influences of the stores. All thia requires a competent staff which, 
we often find, the stores cannot afford to engage, The pity is, the stores 
societies are mostly in a way too large, in a way too small-too large for 
honorary workera and too small t() be able to bear the establishment charges. 
They commonly adopt therefore the fatal course of employing ill-paid mana
gers or salesman. In a business concern, unle98 there is someone who, eith,•r 
for love or money, is genuinely interested enough to take a goo.l deal of trou. 
ble for it, the venture will no' be successful. Leaving love for the institu. 
tion aside, someone must have a sufficiently high stake in it, and must 
stand to lose pretty much if it fails. Tile m"nager m'.lst therefore be pre· 
ferably a shareholder himself and his remuneration should be partly fixed 
and partly a percentage of the profits of the society. Anyhow competent 
management, paid or honorary, must be secured. I am strongly of opinion 
therefore that at the present stage, one should encourage on the one hand 
very small societies performing a specific f11notion and having a fairly limited 
scope, which could easily be run on true co-operative principles, with the help 
of honorary workers, the heavy establishment charges being practically al
together eliminated. On the other hand a few large societies may also be 
encouraged with capital and sc!l.le of operatbns vast a'ld varied enough to 
permit of a highly paid competent staff which co•1ld be expected to run the 
shop on busine3s principles and ensure, a~ far as may be, the financial success 
of the undertaking. Gradually one of such big societies could well become 
the wholesale without which co-operative distribution cannot, I am afraid be 
placed on a sound and sure footing. Instead of starting a big co-operative 
venture, it may appear desirable, if and where possible, to buy up a successful 
store and convert it into a co-operative store in which case the competency 
of the staff and management being assured, the chances of risk are mini-
mised. -

In a large city like Bombay, then, societies performing a specific .ser
vice like a co-operative hostel, a co-operative bookshop, a co-operative laundry, 
a co-operative restaurant, could be run with success and on the other hand, a 
large society run on strict commercial lines would also have chances of suc
cess. In smaller cities, a medium store might well do if properly organised 
and worked, and I do not despair even of having rural stores if a credit 
society is attached to it or works in close association with it. 

The great difficulty about distributive co·O{feration is that it requires a 
higher: degree of education and training on the part of its members and 
workers. To start and run a Credit Society is easy enough ; to organise and 
work a co-operative store is difficult. People have hence to be trained in the 
aims, ideas and methods of Consumers' Co-operation before much suc
cess can be attained. For this purpose, people could:be trained up to a full
fledged stores through the intermediate educative steps of a weekly co-opera· 
tive hazar for a oha.wl or group of chawls, a buying club or weekly purchases 
by one of tha membeu by tLHLU oa b~hillf of all, and a store working on an 
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inden' basis. Further as the student of tc-day ie lb£ citiun of 11-e n:orrtw, 
co-operative societies, small but educative in their aims and working, may 
well be fostered and encouraged among them. so that the principles and les
sons imbibed during those years may bear fruit later- on in life. I should 
think therefore that efforts of co-operators towards etablishing the Consumers' 
Movement may well be directed towards organising students societies, co
operative hazara, buying clubs and etores working on an indent basis, as potent 
and effective means of education and training. 

The State in India has taken a very active interest in the development 
of the Co-operative Movement among the people; but this active interest is 
yet so far largely confined to Credit Co-operation. No special honorary 
organisers have been appointed for co-operative production or distribution. 
Compulsory and free audit of Consumers' Societies is not introduced. No 

special concessions have been granted in the matter of railway freights like 
those granted by the railway companies to societies for their own em
ployees. In fact, enough interest has not been displayed, enough push baa 
not been given by the State officials. Non-official workers are very few, 
and though organisations like the Central Co-operative Institute have come 
into existence in most of the provinces and are rapidly expanding and play
ing an ever-important part in shaping and moulding Co-operative policy in 
the country, there is still the cry for ever more workers. It is here that 
teachers and particularly teachers of economics could do a good deal. If 

they take active interest in the Co-operative Movement, they will not only be 
very useful themselves to the cause but by enlisting some of their students 
in the service of co-operation, they will supply the much-needed workers. If 
the State were to adopt a more vigorous policy and if the no~·officials were 
to second these efforts, I have no doubt that with proper organisation secur
ing loyalty, with efficient man~gement, and with facilities for credit sales, the 
societies that may come into existence will prosper and the· Consumers' 
Movement will take root in India as it ought to. 



THE DAWN OF ECONOMIC SCIENCE. 
BY MR. c. GOPAL MENON, M.L.C., MADRAS. 

The prominent position which the Science of Economics occupies is due 
to the work of the great minds of the Nineteenth Century, who have contri
buted their time and energy towards its development. Economics may 
.almost be called a new science, and few have read or tried to understand the 
·progress of this branch of human thought. Like other sciences it has under
gone changes. Its history is interesting, its present position is worthy of 
our careful consideration. Without a clear grasp of the prinr.iples of the 
science, and a correct conception of the circumstances deduced from these 
principles, oi.any of the problems of the commercial world are incomprehen
sible. People talk loosely of " supply and demand", "the rate of exchange ", 
"protection"," free trade", "the bounty system", ''paper money," "fall of 
prices'', •• currency". " international trade", and so on,-but they do not 
recognise that commerce in " special .. and " general , is greatly influenced by 
ihese things.. Even people engaged in commerce have no precise notions 
on the subject. W. Bagehot mentions that Political EconoiJ;ly labors under 
an •• inherent difficulty which no other science is subject to. This difficulty 
is due to. the circumstance that those who are ' conversant with its 
abstractions ' are ' usually without a true contact with its facts' and those 
who are' in contact with its facts , have little conception ofits ' abstractions'. 
trhe0rists are not acquainted with business and businessmen do not reason 
out theories. It would only be a minority who could trace out the remote 
efiecteof a new tax upon a commodity. It is, however, essential that a 
man of business musli be able to .reason out the formidable problems that 
'beset h;m in the ever-changing monetary facts of modern life. It shall, 
therefore, be our object to survey the history of the science, and to race 
what light it throws upon our stmggles for social betterment. 

In the dawninJ years of the development of Political Economy, the sub· 
ject had been foolishly called the cold-blooded or dismal science, evidently 
people being incapable of reflecting on the beneficent results accruing from 
it. Let us, before entering into the history of the science, try to show how 
and when the so-called 'dismal science' arose. We find that Aristotle had 
eomething to say upon economic facts ; so had Plato. Sir Thomas More 
touched upon various points of the social problems that confront us to-day 
but not until modern conditions began to prevail was the full significance of 
the science grasped. The Benevolences and Monopolies granted by James I 
for the purpose of filling the Royal Treasury, gave an impetus to the study 
of Economic Science, and to this period of the Stuarts may be traced the 
origin of the science. It was ia tb.e Seventeenth Century, that the 
term Political Economy was applied to the study of the special groups of 
facts relative to productio.a and distribution of wealth. M onterethie de 
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Valteville, a Frenchman, wa3 the first who in vented the name Political 
Economy, and the name has been used by all other writerd since. Sometime 
before the French Revolution broke out, Adam Smith,_ the Father of Political 
Economy, gathered up the threads .>f earlier social speculations, in his work 
the ''Wealth of Nations," which ever since became the cornef-stone of the 
science. He was not the only ec:mo:nist of his time, but in his book were 
included all the principles advocated by his contemporaries. In the words 
of an American Economist " the subsequent history of the science is mainly 
the history of attempts to broad en and deepen the foundations laid by 
Adam Smith, to build the superstructure higher, and render it more solid." 

At the close of the 18th century, the Rev. T. R. Malthus, M.A., F.R.S., 
sometime Fellow of Jesus College, Cambridge, and Professor of Political 
Economy in the East India College, bro•tghli out an " Essay on the Principle 
of Population and its Effects on Human Happine~s." His writiugs exhibit 
an intellectual character and he has contributed much to the progress of 
Economic Science. He pos~esses in an eminent degree the faculty of 
observing particular phenomena., but he is deficier..t in the power of analy
tical head and has no claim to the n ~me of Scientist. His name is distin
guished fvr the very impJrtant doctrine he has enunciated-a. doctrine which 
is the foundation and centre of most important economic theori~s-the 
Malthusian doctrine, that population tends to increase faster than subsistenc-e, 

In his " History of Civilization in England," vol. III, chap. v, Buckle 
thus speaks of the services rendered by Malthus :-

" r:lcarcely had the Eighteenth Century passed away when it was 
decisively proved that the reward of labor depend~ solely on two 
things : namely, the magnitude of that national fund out of which 
all labor is paid, a_!l.d the number of labourers among whom the 
fund is to be divided. This vast step in our knowl~dge is due, 
mainly, tnough not entirely, to :'lfa.ltllus, whose work on popul~
tion, besides making an epoch in the history of speculative 
thought, has already produced considerable pra.ctic~l results, and 

. will pra ba.bly give rise to others more considerable still. It 
was published in 1798 ; so that, Adam Smith, who died in 179()~ 
miss(d what to him would have been the intense pleasure of seeing 
how. in it, his own views were expanded rather than corrected. 
Indeed, it ill certain that without Smith there would have been no 
Malthus; that is, unless Smith had laid the foundation, Malthus 
could not have raised the superstructure." 

A few years after the publication of the •• Essay on Population ", Ricardo 
devoted his atteution to Political Economy with brilliant succeu. He 
corrected the views of Smith concerning the nature and cause of rent, and 
furnished, in support of his statements, the .Malthusian theory that ''rent 
would increase as the neceosities of increasing population forced oultivatiod 
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to less and less productive lands, or to less and less productive points on tile 
same lands," and thus explaining the rise of rent, His important contribu
tions are the theories of rent and value. "Rent", he says, ''is the price paid 
for the use of the original and indestructible powers of the soil '• and the 
differences of rent for lands are due to differences of these powers. 

At the commencement of the 19th century, in the preface to Jean 
Baptiste Say's Treatise on Political Economy, we find the proud announce
ment of the achievements of the science: 

'' Everything announces that this beautiful, and, above all, useful 
science is spreading itself with increased rapidity. Since it has 
been perceived that it does not rest upon hypotheses, but is 
founded upon observation and experience, its importance has been 
felt." 

In 1821, Mr. R. Torrens, F. R. S, in an introduction to his essay on the 
'' Production of Wealth," said; 

"With respect to Political Economy the period of controversy is 
passing away, and that of unanimity rapidly approaching. 
Twenty years hence there will scarcely exist a doubt respecting 
any of its fundamental principles." 

But so far we have not reached the happy state predicted by this 
writer. In fact when we compare the views of modern economists with those 
of the earlier, we find that the latter argued that man's character and effici
ency are to be regarded as a fixed quantity, whereas the former constantly 
kept in mind the fact that it is a product of the circumstances in which he 
has lived. 

Contemporaneous with this development of Economic Science in England, 
the continent was not dormant, but was foremost in taking the broader view 
of the science. The Theorists of the Austrian School dealt with the very 
centre of abetra< t theories. Belgian economists, foremost of them being 

Fmile de laveltye, HJ!H'Een1Ed the ecitnce on the broad lines of Sociology. 
Great developments commenced to take place at this period, develop· 

mEnts that have resulted in a mazvellous transfo1mation of industrial condi
tions. Previously custom prevailed. Men obtained the same remuneration as 
their forefathers, rents and tithes were not paid in cash, but in produce of 
the soil ; foreign trade was insi~nificant, and there were no huge financial 
undertakings. Colonization had hardly- commenced; there were no great 
marts and cities. Although ther~ was little money, there was little starva· 
tion. Subsequently when England made great advances in wealth and 
know 1 edge, some surprising things happened. In the preBS, on the plat .. 
form and in Parliament, humanity's utterances fOl the IIOCial betterment 
were more distinct and earnest than before. 

It was under the logical inve111iigations of John Stuart Mill that the old 
~~ i,ron system began to crumble away, and new movements beQatn~ 
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~isible. J. S. Mill in his "Principles of Political Economy" followed Ri
cardo's theories in their entirety, but he contributed no new principles to 
the main theory. The renown of his work is for the _clear exposition and 
lucid style, in which the subject is treated. He proclaimed that the laws of 
distribution partake of the character of physical truths and declares distri
bution to be a matter of human institution solely. Society can subject the 
distribution of wealth to whatever rules it thinks best. 

Profs. Cairnes and J evons, following the threads left by Mr. Mill, dealt 
in detail with many of the fallacies of the existing theories. The latter 
set up a theory of va1ue, which had important inftuence on the science, 
the former sh()wed in an ingeniou~ wa 1 th ~t the wage f11nd may be large 
where capital is scarce, and high wages and high interes~ accompany each 
other. 

The fact that the science had got into loose ways was evident in 1886. 
When the 9th edition of the Encylopredia. Brittanioa was b3ing revised, the 
article on Political Economy was removed, and a history of the develop
ment of Political Economy was sub~tituted nn the ground that the science 
was in a state of transition. The very name Political Economy had dis
appeared, and the name "Economic~" was substitute:!. The idea of a 
group of social laws had disappeared from economic works. Political 
Economy became a branch of history. The writers on this subject followed 
the path of Humanity's march, gathertld facts concerning human activity, 
especially in business or making, buying and selling. As there are no law11 

of history, so there are no laws of society. All that the historian or 
economist can do is to state conditbna and describe results, and that result 
invariably in a very unsatisfactory manner, because the opinion a man 
expresses depends entirely upon his point of view. 

Prof. Powell says that the historian has been too much the' ally of the 
politici~~.n. Political Economists admit that they are quasi-historians. 

Toynbee says : 
"The historical method has revolutionistld Political Economy, not by 

~bowing its Jaws to be false, but by proving that they are relative 
for the most part to a particular stage of civilisation. This de3troys 
their character as eternal laws, and strips them of much of their 
force and all their sanctity." 

Acl'..ording to Dyer, in his Evolution of Industry, "The laws of econo· 
mica therefore vary according to the circumstances of the times, and the 
ideals which men may h3.Ve, and they do not favor one form of industrial 
organisation more than another, and any politica.l economist who says 110 

proceeds on entirely unscientific linea." 
Cunningham views the situation thu&: 

"The so-called laws of Political Economy in so far as they are univetsal 
ill form are hypothetical principl~ which it is convenient to use 
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~l! instruments for investigating the complicated phenomena of 
society; but it is absurd to treat mere instruments of investiga· 
tion assum 'd for convenience sake as principles for practical 
guidance." 

Prof. Alfred Marshall ad Is his weight to the historical school. Mar
shall, who is a recognised J.uthGrity in England on Economic Science, has 
taken up a middle pGsition fnm the view3 held by Ricardo and Mill. Hili' 
main contribution to the Economic theory is in the development of the 
Ricardian principles of rent. 

These are, in plain words: if a certain number of labourers work and 
produce a stuff to-day, they can do so to·morrow if internal and external 
conditions remain unaltered. As conditions shift through "the will of men 
and on account of external physical conditions, the laws of political economy 
must change. History and political economy can only state Oonditions of 
Existence. What great changes will take place in the future we cannot 
guess. Who in the beginning of the Eighteenth Century coul<f have predict
ed the social and economic changes that have happened at the present time, 
which have been the result of the investigations of but a few men~ · 

The tendency of the study of Economics in Great Britain at the present 
day is to arrive at exactitude in the theories enunciated by" mathematical 
calculations, giving prominence to monetary aspects. and thus making it a 
financial science. 

Another great writer, who has devoted a great deal of his time to the 
development of Economic Science is Prof. Sidgwick. In his Principles of 
Political Economy, he st.ttes his principles ar!l primarily founded on J. S, 
Mill's treatise. But he was far from leaving Mill's doctrines as 
he found . them. His economic method was mainly analytical, and 
he made important contributions tG the science both on its 
theoreti~l and its practical side. He severely criticised every 
position taken by Mill, and where necessary corrections and limita
tio1JS were introduced bringing the science up to date. It is often 
mentioned that Prot Sidgwick's work is difficult reading. His treatment . 
of the science certainly requires concentrated attention; the science of 
econo~ics, being in a state of transition, cannot be a simple science, the 
principles of which can be mastered without systematic study, There is 
no gainsaying that Prof, Sidgwick's work is one QLthe few works on Poli
tical F.conomy of first-rate importance published in England since the death 
of J. S. Mill. 

It might be considered dangerous to refer to the names of Carlyle and. 
Ruskin-the two giants of the Nineteenth Century-as masters of Economics. 
In the voluminous writing of Carlyle he has rambled over a vast field of 
economics. Political Economists with the doubtful exception of Adam 
Smith were cordially hated by Ruskin, Nevertheless, they have sometimes 
owed mspiration to him. Their general principles were never more finely 
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stated than by Ruskin in the Political Economy of Art; and in Munera PulfJeris, 
Unto This Last, and Fors Olavigera be has made many of them more fully 
aware than before of the li:nitations of their stlldy. He touches upon real 
flaws in their arguments as for instance in Mill's contention that demand for 
goods is not a demand for labour (Unto This La8t). In Unto This Last he anti~ 
cipates the doctrine of a living wage, if that be a merit. He says that "the 
final object of Political Economy is to get good method of consumption, and 
great quantity of consumption, in other words, to use everything, and to 
use it nobly".· And, as he continues, "It is, therefore, the manner and 
issue of consumption which are the real tests of prod11ction. Production does 
not consist in things laboriously made; but in things serviceably C()ngamable 
and the question for the nation is nat how much labor it employs, b11t how 
much life it produces. For as consumption is the end and aim of produc· 
tion, so life is the end and aim of consumption." Here then we have the 
goal of Ruskin's Political Economy; "There is not Wealth but Life." All 
his definitions point here : capital is the material for producing hllppy life ; 
value, its moosurement; exchange, its method of distribution; price, its 
cost. Most economists will agree that the economics of Ruskin are to be 
read with great reservations; they may be u~ed for examples of life and 
instruction of manners, but we must not apply them tG establish any do}trine. 

Another marked tendency in the Eo() no mio St11rli H at the present day, 
is towards Industrial anrl Financial history. A thorough knowledge of the 
industrial revolution is necessary for a correct understanding of the great 
labour movements of the 19th Century. If we turn to any classic work on 
Political Economy, we find chapters on wealth, capital, rents, interest, value, 
production. distribution, consumption and international trade; but nowhere 
can we find an attempt made to arrive at the evolutions of indu~trial prob
lems, In C11nningham, Toyabee and Ashley's works, we find this desidera.· 
tum accomplished. 

The limit of this paper will not permit me to make any wide reference 
to the working-class or reform political econotny which rests upon a scientific 
basis. A socialist ii! distin~11islled from other politicians by tile opinions 
which he profess~s with rei!pect tl the oause1 of, and the remedies for, the 
great evil of poverty. The school ·of think'3rs who preceded the birth of 
modern scientific socialism are Robert Owen, Saint Simon and Charlea 
Fouri~r. From the. elaborate schemes of future society whbh they have built 
up they have been called the Utopists. Of these, Owen was the only one 
who had the fortune, goQd or bad, of seeing his schemes tried by experience. 
Of the socialist thinkers who form a link between the Utopists and the 
school of the socialism of historical evolution, by far the more noteworthy 
is Proudhon, The teachings of these earlier socialists afterwards led to a. 
consummation in the full development of Socialist theory, or "Scientific " 
Socialism in the writings of the late Dr. Kul Marx. He is considdred to 
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be the great exponent of this theory, and the author of the most thorough 
criticism of the Capitalistic System of pwluction. The most important; 
among his works, besides Das Kapital, are Die Heilige Familie written in 
conjunction with his life-long friend Frederic Engels and the Mtsire de la 
Philosophie. Marx's Capital is an interesting historical book, but it is not, 
iu the opinion of some, the bible which some Socialists think it is, as it has 
little relation to modem Socialism and less to modern Economics. 

To sum up. It is within the bounds of the art of Political Economy 
that we have to discover how we can make the most of ourselve~ and the 
world in which we live. It consists in the application of knowledge to the 
ordering of the production and distribution of wealth. According to Adam 
Smith, "Political Economy, consi iered as a branch of the science of 
statesman or legislator, proposes two things : first, to provide a plentiful 
revenue or subsistence for the people or more properly to enable them to 
provide such a revenue or subsistence for themselves and secondly, to supply 
the state or commonwealth with a s)lfficient revenue for the public services ''. 
McCullock tells us "The object of Political Economy is to point out th 1 

means by which the nece~saries, comforts and enjoyments that constitute 
"'ealth may be most easily and cheaply produced ; to ascertain the laws 
which regulate their distribution among the different classes of the commu
nity, and the mode in which they may be most advantageously consumed "· 



THE PROBLEM OF POOR RELIEF IN INDiA. 
BY ?lb. K. 0. RAMAKRISHNAN, READER IN EcoNomos, UNIVERSITY 

01!' MADRAS. 

Indian Economics presents a conspicuous contrast to Western in the
absence of any literature on the subject of Poor Relief, It has received 
scant attention at the hands of the enlightened public, The State in India, 
wedded to the policy of religious neutrality and until recently to that of 
laissez faire, has not conoer ned itself with the question of relief in normal 
times, though it recognises its duty in times of famine. 

Various reasons may be alleged for this paucity of attention .. Let us 
begin with the reasoning of a former Govtlrnme nt of Madras. There is said 
to be no such enormous inequality in the distribution of Wealth in India as 
in the West. J. S. Mill declared "The subject of Poor Laws would be of 
minor importance if diitusion of property was satisfactory, of course, 
accompanied by prudent and temperate habits of wl classes of the 
population," Maclean, in the Madras Manual of Administration, compiled 
30 years ago, applied this formula of Mill boiily to the case of the Madras 
Presidency and wrote '' Thtl diffusion of property is moderately equal among 
the native population and the great bulk of people are of temperate and 
prudent habits" and concluded that a Poor. Law was not necessary in our 
country. 

This equable distribution of wealth was said to reveal itself most 
remarkably in the system of land holdings. Peasant proprietors abounded 
here who were remarkable for their contentment, self-respect, industry, 
thrift and temperance. The large agricultural population of India, compos~d 
mainly of these small landholders-and a few labourers who, aooording to 
traditional duty or t.he universal principle of slavery, were· protected 
through good times and bad by benevolent landlords-were well off 
under normal conditions and seldom subject to chronic and acute poveny, 
while the Government intervened to save them in times of famine. This 
saved Indi~ from a pressing pauper problem. 

This" general diitusion of wealth was really general diitusion of poverty ; 
but there was no revolt against this state of affairs, On the other hand, 
the masses contentedly accepted poverty and meagre comforts. The staDdard 
of comfort was easily reached in ordinary times; for it was surprisingly low, 
fixed so by climatic conditions, heredity and a steady inculcation of 
simplicity of life by religion; and it was maintained at that level by the 
spirit of fatalism which had so long pervaded the Hindu mind. · 

There were certain communal organiutions and voluntary methods of 
relief which obviated the necessity for State Poor .Relief. In olden days, the 
village community provided for its own indigent and maimed ropulation 
from out of the common stock. A definite portion of the harven on thQ 
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thr ul.ir ~ fcoJ \\"Ill! to be rolled£d and taxH on certain articles were to be 
levied for the purpose. There was, in many villages in South India, the 
system of Samudayam or village land assigned on a common patta for 
meeting common reiigious and charitable expenses. The understanding was 
that the sale proceeds of fruit trees on village land held in common or of 
fish from village tanks were to be devoted to common religious purposes and 
charity which geuerally took the shape of feeding the poor and the strangers. 
Inams or grants of land and revenues on specific portions of land had also 
been made by Hindu (and even Mohammedan) kings for the maintenance of 
the village almshouse as well as of the village temple. t 

There were the caste ard trade guilds which c~me to the rescue ol 
mem ben of their cast£& or tJades who \\"ere affiicted and tried if possible to 
ret them on their feet again. W. W. Bunter wrote" ctste takes the place 

of the Poor Law in India." This esprit de corps is still found in a few 
castes.~ 

The joint family system sheltered from public gaze the old and the 

diseased, the orphan and the widow and even the drones. Provision was 
made for the weaker members by the efforts of the abler, Family feeling 

· was so strong that the workers were prepared to Sll.crifice the~r comforts if 
that could help to keep a soul from going out to beg. 

But, above all, State Relief has not been seriously thought of, because of 
the unceaeing flow of private charity. India has been to this day a land of 
extensive charities. Charity is enjoined as a religious duty and the country 
has been thickly strewn with charitable institutions of all sorts. This alone 
would make any State Relief superfluous. 

These reasons, if they held good in the past, have lost their force in the 
face of the great changes tha~ have come over the country. The changes 
that have already taken place and those that were impending to throw 
Indian society into worse confusion were set down by a writer in the 
E~onomic Journal of 1910 § as amounting to a revolution more radical than 
any in the W eat. There the changes had been due to causes working from 
within. Here they were due to influences operating from without. The 
transition here would be less gradual and attended with more painful 
incidents. India has been brought into the vortex of international commerce 

t John Matthai. "Village Government in British India''. 

:1: Among the pastoral Gollahs when any was rr-ducrd to il'digence, others help. 
ed him by giving him each a sheep, enabling him to form a fresh flock of his own. 

Among the Nattukottai Chetties, the great bankers of Southern India,' a whip 
round for a caste-fellow in difficulties is readily responded to'. Their general charities 
are met by Mahimi funds collected at the rate of a pie per rupee of profit. 

Among the Vysia Komati merchants, the poor of their caste are specially provid
ed for. Maintenance of poor Komati widows is a first charge on many charitable 
funds. · 

t. H. Dod well : 'India in Transition.' 
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and she must feel the effect of any universal depression in trade. 
India is, again, no longer merely an agricultural country but she has 

set up machine indust.ries on a la.rge scale. In spite of her predominantly 
agricultural population, India raaks quite high in the '\YOrld in the number 
of her industrial workers. She is recognised as one of the eight countries of 
• chief industrial importance' by the League of Nations t 

Industrial iegislation is almost in its infancy in India., and there must 
occur a considerable number of accidents in the mines, docks, railways, 
arsenals and factories, for which even the Workmen's Compensation Act 
may not provide any or adequate compensation. Be@ides, there are indusli
rial diseasJs, which, aided by the filthy environment in which the workers 
live, sap their vitality gradually and imperceptibly, and against these no 
satisfactory protection can be afforded by law. 

Again, that unemployment is almost an inevitable accompaniment of thq 
modern system of industry ·• which will not work without some unemploy
ed margi~-some reserve of labour '' has been emphasised by many economic 
writers. India which is becoming more induetrial must face this necessary 
evil. Those economists who advocate diversity of industry and discourage 
too small holdings in India, with a view to mitigate the effects of agricul-
tural famines are not oblivious to the consequence that a series of small 

famines in the shape of trade depressions and breaking of banks would be 
inevitable under the new regime, and this would bring poor relief from 
year's end to year's end as a problem for the consideration of the State. 

As McCulloch says, a purely agricultural country may be able to do 
without a poor law, agricultural employment being comparatively steady; 
but in a manufacturing country a poor law is indispensable on account of 
frcJquent per iods of depression which leave a permanent residue of paupers. 

But supposing India were only agricultural, would there be no paupers, 
no need for an organised system of relief¥ 

All is not well with agriculture. The idyllic peasant proprietorship of 
India is au overdrawn picture. We have in fact its caricature now. We 
he.r, on the one hand, thanks to the Indian laws of inheritance, of the ex
cessive subdivision and fragmentati on of agricultural land, Holdings are 
becoming far too sma.ll and uneconomic for any system of cultivation. We 
learn, on the other baud, from the last Madras Census Report that non-cul
tivating lanJ o .. vners and cultivating tenants have increased in number while 

·cultivating l<~.nd owuera ha.ve gone down. 'l'he inference i3 also drawn that 
bnd is passing out of the hands of the man who farmed his own land to 
those of the non-cultivating money lender to whom he had mortgaged the 

t Mining, Industries and Transport employ over 29 millions equivalent to the 
number of such labourers in U. S. A. and ]!'ranee combined. There are as many 
Railway workers in India as there are in the United Kingdom and as many coal 
miners as in France. From the point of view of the number of industrial workers 
alone, India. is overwhelmingly more important than Italy, Belgium, Japan etc, 
Memorandum submitted to the League of N a tiona by the India Office October 19U. ' . 



land and now undertakes to cultivate the land for bim all a tenant. We 
have in fact an accession to the ranks of the landless proletariat in the 

country. 
The pressure of population on the means of subsis~ence is felt in some 

districts. Villages in fertile tracts are over-pGpulated. Emigration is 
growing unpopular and after all it takes away only a part of the virile 
sectiGn of the population. The new m1chine bdu stries ca.nnGt absorb all 
the redundant population. Add to this tb.e decay of many of the rural 
indus:.ries. We have all the evils of unemployment and under-e mpl<1yment 
or excessive leisure in villages with baneful material and moral influences 
on the life of the peasant. They provid~ a soil quite congenial to the 
growth of pauperism. 

Now, with regard to the Indian standard of comfort, contact with a 
richer and materialistic civilisation has raiso~d it considerably. lncrea•e 
in earnings has not kept pace witll aoceuion in the needs, Western civilisa
tion is also individualistic and as every individual feels that he must satisfy 
his new higher standard, he has less to spare for others. This desire for 
increased comfort combined with tile ntw ide:ls of personal hberty and free 
competition, of deserved and undeserved wealth is disrupting the joint 
family system. The harder struggld for e.x:istdnoe at the present day ia also 
responsible for the reluctance to maintain dependants, No doubt the joint 
family system, of all the old institutions, still. retains a hold amon~ the 
richer and middle classes. But let us not imagine that that can be tile prop 
of the aged and infirm among the labouring classes. 

'!'he old village communities ha.ve practically disappeared. We do not 
find the vestiges of them in many villages. In: some villages that retain the 
Samu.dayam, the proceeds are shared among the original holders after meeting 
the expenses of a few important festivals of the villagJ temple, We do not 
find any organised public provision for the poor, who temporarily or pJrman· 
ently emigrate to urban centres. The feudal protecting spirit of the rich 
landlords has been replaced by the bargaining and litigious spirit; the cas~ 
nexus has generated a calculating attitude. 

The casli9 system has lost its beneficial effect~. Oaste guilds and similar 
institutions are fae~ breaking up. Trade guilds were in old days synony· 
mous with ca!:lte guilds but now many trades are taken up ty men of various 
castes ; and prof~ssional feeling by itself is IJOt y"t sllffioiently developed tG 
to call forth any systematic effort of sectional cnarity. 

Finally, individual private charity, charity in households to fairly 
well· known persona, has considerably shrunk in villages in thes~ hard days. 
But charity of the more oatentlltious type, doled Ollt to crowds oi people 
at a time and in public places in towns has swelled, as capital is flowing 
into fewer hands. Now, in a village, amidst a small community, begging 
which is merely an appeal to a n<Jighbour may nGt be a bad method of seek
ing relief. But in larger communities, in urban centres, begging is accoiQ· 



panied by fraud and undeserved suffering. Unorganised, indiscriminate 
charity, besides being inherently unjust in treating all classes of paupers 
alike, aleo manufactures paupers. 'n all countries-it bas been "the main 
support and the standing temptation to vagrants". The able-bodied and 
professional beggars of India are to be counted by la.khs-and the misap
plication of charity bas a very real bearing on the thriving of this clal!s, 

The proper reorganisation of charity has attracted for a few years past 
the attention of l!ome reformers in Iaclia, nltably among the Parsees of 
Bombay It is necessary for us to know how far the State, in the new work 
it may have to undertake, viz. Poor Relief, may itself get some relief and 

save the tax-payer's money, by the charity orrtanisa~ions taking up part of 
that urea.t work which they can more efficiently and humanely discharge. 

The State cannot much longer hold aloof from such a necessary work. 
As Goverame nt is becoming more democratic, it will be compelled to pay 
greater attention to the vital interestd of the lower classes. In a country, 
where geadra.l pov<lrty is so greJot ud muy are on the verge of destitution, 
there will grow an insistent demand for sufficient provision being made to 
save th~m from the evil day and to protect them if they fall into dt-stitu
tion. 

Foreign Poor Laws have generally begun with the suppresfion of 
vagrant beggars, Attempts have already been made in Bombay and 
Bengal to put down mendicancy by legislation. The committees appointed 
by the local Governments to enquire into the question and formulate detail
ed proposals have, more than two years back, issued their reports making 
comprehensive recommendations. No action has been hithe.rto taken upon 
them, apparently for want of funds. But it is doubtful if Government can 
commit itself to carrying out the big schemes suggested, without a more 
detailed investigation of the several classes of beggars, of the entire cost 
of their relief, of the help that can be rendered by charitable institutions 
a.nd the probable reaction the measures may <>ngender. trhese were, perhaps. 
not within the scope of the enquiry of the committees, But even if a part 
of their ~chemes were carried out either by the Government or the Corpora· 
tion of :Bombay or Calcutta, the cases that might come under investigation 
of the administration concerned might afford eome helpful materi .1 for 
guidaoce in other cases also. It is up to students of Indian Economios, 
howeve··, to take up research work ill this field, make a close stuJy of 
several individual cases of paupers and of the kind and degree of relief 

afforded by cluritable institutions. It is then only that general inferences 
can be dr.~own with regard to ttJe cau~es, the immediate remedies anJ tbe 
ultimate c11re of pauperism and the most feasible solutions offered of the 
poor relief problem in India. 



SUPPLY OF LABOUR TO THE MA.DRA.S COrrON AND 
OrHER INDUSTRIES. 

B~ P. S. LoKANATRAN, READER IN EcoNOMICs, 

UNIVERSITY OJ' MADRAS. 

· A study of the conditions of labour supply in the industrial establish
ments of the Madras Presidency reveals certain features that are of such 
striking contrast to those of other parts of India., that it may be of interest 
to a conference like this, representative of the whole of India. I propose to 
consider the question in three of its aspects: (1) sufficiency of industrial 
labour, (2) character of the labour supply, ca> method of re~ruitment. 

To take point (1), we must distinguish between two aspect& of the ques· 
tion. There is first of all the problem voiced by ;ome of the employer3 of 
labour that labour is very scarce and inadequate, that too high wage> have 
to be 'given to get a decent aupply, that even then labour doea not stay on, 
and that emigration ought therefore to be stopped. But an altogether 
different problem arises with regard ti> the adequacy of skilled labour. Let 
us dispose of the latter first . 

. There is no doubt that there is still considerable difficulty experienced 
in getting suitable trainei labour especially for ne.w industries. Hence those 
that require a comparatively large supply of trained and efficient labour 
have of necessity to undertake the task themselves in their own works. 
From certain points of view this cannot be considered as a serious di~advan· 
-tage; therd is no harm but some good, if industries precede techni~al train· 
ing. At the same time it cannot be denied that training involves con
siderable cost to the employers; apprentices have to be paid salaries even as 
they are learning; they spoil the material and sometimes even the machinery 
and at the top of it all, in certain cases it so happens that workers are 
tempted to lea.ve the factory by an offer of slightly higher wages outside. 
The matter may be set right; apprentices must be a~ked to sign a contract 
binding themselves to work for a certain specified period in the factory. 

The large employers of skilled labour-the Railway workshops and some 
among the private engineering works-hne adopted a system of appr~ntice· 
ship to train young men into efficient and skilled workmen. The Bucking· 
ham and Carnatic Mills have a school; now nearly-20 years old, in which 
technical classes are held a.nd most of the employe~s of the miils have been 
trained therein. But. the system is still not quite well organised but is 
rather rudimentary and irregular and in any ca.se ha.s not brought forth such 
a number of trained workmen who can be relied upon by employers starting 
oew industries. The census figures also spaak ia the same direction. During 
the last ten years, the number o( skille1 workmen inorea~ed from 41,141 to 
only 4:3,4:12 by about 51% althoagh the number employed in the factoriea 
iaoreased by over 26%. 



To revert to the question of unskilled labour:-That there cannot be any 
real difficulty experienced with regard to the supply of labour speaking 
purely from the point of view of numbers is eviden~ from the fact that our 
agricultural industry supports an enormous population, a good portion of 
which is superfluous and ready flo migrate. Students of rural economics and 
those who have given some thought to the problems of rural life in South 
India have come to the conclusion that with the decay of cottage industries 
there bas come about an excessive dependence on agriculture. There is 
undoubtedly a large amount of emigration from the province and the census 
of 1921 speaks of 1, 731,000 Madrasis enumerated in other parts of India and 
in countries beyond India. 

But the figures do not lend support to the view that emigration has 
increased or is increasing appreciably during recent years. It is however a 
fact that the rice factories of Tanjore, the tile factories of Malabar and South 
Kanara have experienced some difficulty in the matter of their labour. But 
the real reason for the shortage, if one probes into the matter, ia partly their 
unwillingnel\'J to pay the workers sufficient wages to induce them to stay on. 
There are other considerations too, but that this is the most important reason 
will be obvious from the fact that the manager of a tile works at Feroke, 
when subjected by the Industrial Commission to a cross-examination on the 
matter, admitted that they could get enough labour by paying a higher 
wage but that it was not advisable to raise it. This indeed is the crux of the 
matter. The tile factories have to pay somewhat high wages because labour 
round about is attracted by the rubber estates The same difficulty is ex
perienced by the rice factories in the harvest season and in others when agri· 
cui tural work is busy ; but this is inevitable from the nature of their work. 
But much can be effected by better organisation. For most of these facto
ries, there are slack times and- busy times and it is not impossible to make 
the slack season of the factories correspond with the busy agricultural work 
and vice versa. In this way both the employers and the workers may be 
profited. The truth is that sufficient thought has not been givem to such 
questions by small employer.:!. We may therefore .conclude .,that the supply 
of ordinary- unskilled I~ bout is quite adequate to utisfy the needs of the 
industries of the Presideacy and our argument may be strengthened by the 
evidence of employers of tex:tile, leather and other industries who have given 
expression to the fact that th~y hJ.ve never felt any difficulty .i.n getting 
enough supply. Indeed the mauger of the Chrome Leather Factory went 
so far as to concede that the factory could be trebled and even increased 
further, before any shortage for labour would be felt. 

(2) But while the supply of ordinary labour may be adequate from the 
point of view of numbers it may be extraordinarily fluctuating and hence 
deficient judged in another sense. The migratory habit of the Indian indu• 

trial worker has bten so often reiterated that it would be presumption to 
question the accuracy of a statement of such universal acceptance. Still 

a 



I hope it may be pardonable on the part of a student of South Indian eco
nomics tD have an open min1 on the matter, A study of the lallortr con
ditions of South India has led me to be a little cautious in accepting that 
statement now, as applying to Madras at any rate. Now, what exactly 
do we mean by tile migra.tDry character of the workmen 1 It can have no 
meaning if applied to those en~agdd in seasonal industries I ike cotton 
ginning, groundnut decarticating ani extracting firms and in certain unor
ganised trades, which are, in their nature, unabld ta afford employment to 
the workers for the whole year. rh~se et.ml midway between the agri
oulturdol industry ani the mlnip~la",iV'e inhsiiri~s aul emJ?lay hbauers lar
gely during the interval between the agricultural seasons. _They IUd indus
tries which affard supplementll earnings ta the agricultural workers in their 
oil season and situated, as some of them are, in the agricultural re1,tions they 
draw the under·employed agricultural population of the Presidency and 
relieve their sufferings. There cannot, under the circumstances, arise any 
complaint regarding the workers' migrator.v habit. 

Hence the term will have a definite meaning only when a.ppl ied to 
workers in industries that operate throughout the year and call for the con
tinuous employment of a defiuite body of industrial workers.· U uder such 
conditions, if the workers in a factory constantly change at every 
period or yeilor owing ta any reason w ha.tever, it would seriously 
affect the question of labour supply. To. what extent then is this 
factor present and to what extent do~s it affect t~e industrial 
organisation of South India. The idea that Indian factory labour was fluctua· 
ting and migratory was naturally derived from a study of the conditions of 
th1 localities which were industrially of great importance, In India, the 
cotton industry has its home in the Bombay Presideney; Bengal is the home 
of the jute indus~ry and also of the mining industry. A s\udy of factory 
labour of Bombay and Bengal was also a study of the whole of Indian 
labour1 and therefore the results thus obtained were applied over the whole of 
India. Now labour in the Bombay, Bengal and even in the Punjab factories 
is so extraordinarily migratory, that the personnel of the workers in those 
mills change3 almost completely in about two years or even less on the 
av~r~ge. It is supposed th"t conditions in other parts of India must be the 
same, But we must enquire. There are 4 textile mills in the city of 
Madras employing about 12,000 hands. -Whatever might have been the 
state of affairs in these mills 15 or 20 years ago, enquiries of persons com
petent to speak about it tend to show that here is a body of workmen that 
do not depend upon agriculture at all and it could almost be said that there 
ha~ ariadn an artisan class as such, that is entirely dependent on and support· 
ed by industry, and doing practically no agricultural work. It is true that 
there is a certain amount .of absenteeism in these factories, but the 

Cii.Uies t 1ereof must be sought elsewhere. In Madura. again, there are over 
4-0JO persons employed in the cotton mills, who again are a class of artisans 
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forming a factory population, as it were, and entirely dependent on the 
indust.ry. In Chrompet near Pallavaram there is an industrial colony being 
formed which wiil consist of workers specially engaged in that field of work. 
The railway workshops of Perambur and Negapatam, for example, 
employ a large nuru her of workmen and they are not partial agriculturists. 
Other instances may be cited to prove this point namely, that in 
Madras, at any rate, as an organized industry settles itself permanently, 
it could in the course of a few years create artisan class depending 
on that indm!try and not dependant on agricultural employments. 
Indeed this conclusion will not be surprising if we rem em her that 
the agricultural industry can well afford to spare quite a good percentage of 
its population. The temptation to go back to agriculture will be strong only 
in those negligible cases where the workers are owners of lands. But since 
almost the whole of the industrial population is a Ia ndless class and will 
have to work only as agricultural labourers earning lower wages, the induce· 
ment will almost be absent. 

On the other hand, the conditions of labour in Bomby and Bengal are 
strikingly different. The Bengal jute factories import 90 p.o. of labour 
from outside the province. Although not quite to the same extent, Bombay 
also imports a considerable percentage of the labour required from other 
areas. It is not surprising that the labourers in jute and cotton 'indus· 
tries of Bengal and Bombay respectively oonstantly go back to their homes 
at the end of two or three years after a sojourn h the congested industriai 
centres under not very congenial surroundings. This difference in the ~·urces 
of labour supply between say Bombay and Madras cannot be better illustra
ted than by a somewhat detailed study of the conditions of labour in the 
cities of Bombay and Madras. In the city of Bombay, 84 p c. of the people 
were persons born elsewhere; there were 16 p.c. in 1921 that were born within 
the city. It is but natural that with such a big immigrant population the 
tendency to be constantly moving about operates fairly strongly. On the 
other hand, we find that 67 p.c. of the people in the city of Madras were 
native born; and if we remember the further fact that another 12 p.c. were 
born in tlie Chingleput district divided from Madras only by an imaginary 
and ariificial boundary and that it is a habit with Indian mothers to 
go to their parents' home for their confinement, we can easily conclude that 
the city supports a permanent population of nearly 80 p.c. The popula· 
tion coming from other provinces is negligible. We find the same evidence in 
other industrial centres as well. In the city of Madras, the people that were 
born outside the district were ltes than 18 p.c., In Negapatam it was 11 p.c., 

in Mangalore 5 p.c., in Coimbatore 8 p.c. and so on. It is certainly not denied 
that there is immigration to the city of Madras and other centres, it 
would be strange indeed if there were Lot. There are many forms of casual 
and temporary employments that absorb these immigrants that come and 
jO• But labour in the chief orgGised industries comes to be ~ettled dow:q 
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permanently and ceases to be partly agricultural and partly industrial. 
There is nothing in the village Hl to offer much attraction to them and if 
no,withstanding this, a few go back tJ their village, it mnst be because they 
have become almost unfit to continue aa industrial workers. The conditions of 
factory life have got a great deal to do with this and these must be improved 
to ensure a greater permanency among the factory workers. Ordinary 
absenteei@m must not be confounded with the tendency of the worker to go 
back regularly for agricultural employments. 

The supply of labour for the industries of Madras is predominently local 
and comes almost entirely from the neighbourhood. In this as has already 
been pointed out, Madras is quite different from provinces like Bombay,Bengal, 
the Punjab, etc. Nearly one-third of the factory population of the Punjab 
comes from Sind, Rajputana, etc. The jute factories and the coal mines of 
Bengal get the major part of labour from Bihar and Orissa, Madras, etc. 
Bombay is also an immigrant province receiving far more from other provin· 
ces than what she sends out. On the other hand, it is a most remarkable fact 
that in Madras out of 1,20,996 ordinary unskilled woikers employed in the 
factories, only 425 eome from outside the province and only 7,812 from 
districts far away i.e., not contiguous to the place of employment· 
Madras is therefore ·able to supply the whole of her industrial requirements 
and in addition to send a large number outside. She is thus essentially an 
emigrant province. · 

3, In the matter of recruitment of labour for industries Madras again 
presents a remarkable contrast to other big industrial centres like Bengal and 
Bombay. There is no elaborate system of ·recruitment here, in Calcutta 
for instance labour is recruited by a system of contract, the factories pay 
the contractors or sardars as they are known over there on the basis of a 
certain quantity of labour supplied to them. This is due to the fact that for 
its big industries, labour is not readily available locally. The small industries 
however are able to draw from the neighbourhood and the supply is rendered 
fairly easy. Conditions in Madras are just the reverse. The organised indus
tries are able to get the la hour they require directly without any assistance 
from, or arrangement with, contractors. It is true that sometimes jobbers 
in some factories go out and look for men themselves. But this is far fr~m 
being the general rule. Labour comes direct to the factories and is taken on, 
on the recommendation of d"partmental maistries:- When vacancies occur the 
friends and relatives of the employees get intim~tion and are taken on. 
Sometimes a simple 'Hands Wanted 'more than satisfies the purpose. 



INDIA'S R:FjAL BALANCE OF TRADE IN 1922-23. 
BY G. FINDL.&.Y SHIRR.A.S, EsQ., DIRECTOR, LABOUR OFFiCE, BoMBAY. 

Summary Table, 

Exports-
1. Exports of merchandise and treasure 

(Visible exports) 
2. Funds borrowed in England- for interest charges 

(para 4) (Invisible exports) 
lmports-

1· Imports of merchandise and trl3asure 
2. Allowance for under-valuation of Imports of 

merchandise and treasure excluding 
currency notes ( 5 per cent of 
Rs. 310,66 lakhs) 

3· Visible imports of funds (Net) 
4. Invisible imports :-

i. Expenditure in interest for overseas ca
pital invested in India 

ii. Expenditure for shipping services ~ 
iii. Expenditure for commissions ::: (mainly finan

cial and insurance services) 
iv, Net expenditure for other services 

Visible Balance of Trade (Net) ... 
Invisible items (Final figure from both" sides) 

Final Balance (Visible and invisible items) ... 

Explanatory Memorandum. 

· 1. The object of the memorandum. 
2. Introductory. 
3. Visible Exports and Imports. 

Figurett in lakhs of 
rupees. t 

Credit. Debit. 

342,90 

13.12 

13,22 

311,6'1 

15,53 
2,48 

. 26,25 
22,15 

9,00 
4,00 

17,13 

3,91 

4. Invisible Import~Net Expenditure in interest for overseas 
capital invested. 

5. Expenditure for Shipping Services, 
6. Finanee, Insurance and other Commission Chargee. 
7. Miscellaneous Items-Invisible Imports. 
8. Conclusion. 

t Rs. 1 lakh = Rs. 1,00,000 = £ 6,667 (lls. 15 "" £ 1) 
;;: See end of para :; 
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1. The object of the memorandum.-Tbe object of the table above 
and the detailed table appended is to estimate India's real balance of trade 

for the financial year ended March 1923, and to show how far India was on 
balance indebted to other ooun tries or the reverse. There are three senses 
in which the term ' balance of trade ' is used. In the first plao~, it is some
times, if not frequently, used to mean the difference between exports and 
imports of merchandise excluding treasure. This is the sense in which the 
mercantilists used the term, and it is the term not infrequently used in Sta· 
tistical Abstracts. Another sense of the term (and the one much more wide· · 
ly used) is the difference between all visible imports and exports. This second 
meaning of the term gives riEe to the fxpressions favourable and unfavour· 
able balances of hade for creditor and debtor country resfectively. The third 
meaning (and tle meaning need in this memorandum) is the balance of all 
visible and invisible exrottl! and imports. In short, it is the balance of inter· 

national payments. Over a lorig. period, there can, of course, be no balance 
of payment~ due from one country to another. The balance is paid by thtJ 
sale of more commodities or else one country may lend to another a sum 
equal to that balance. In either case the credit and the debit sides of the 

· account balance. In this sense of the term there can, in the long run, be no 
favour&ble or unfavourable balance of trade except for a short time. It is 
this balance for a shott time that is responsible for the fiuot11ations in 
Exchange. These fluctuations normdolly start fvroes which eq11alise pay· 
mente on both sides and thus establish an equilibrium. · 

It need hardly be pointed out that payments between India and othe1 
countries can only be made in (1) goods; (2) .bullion; (3) securities; and (4) 
services. The mere feet that India's visible exports ordinarily exceed her 
visible imports cannot be taken as proof that India is a creditor country. Any 
one who watches the constant issues of Indian securities on the London Stock 
Exchange is aware that a favourable balance, as in the case of Canada, 
Australia and the Argentine, means, among other things, an import of capital. 
In o1 be1 w oJds, in the philosophy of a country's balance of trade there is 

more than is dreamt of in the official trade statistics, and invisible exports 
and invisible imports have to be included in a statement of interns tiona) pay• 
menta. Invisible imroxts are met by goods exported abroad for which not a 
single 1upee worth of goods have to be imported. They are in reality not in 
any sense imports but they are termed so, because the items have to be 
added to tl:e imiort or debit side of the account when drawing up a state-

ment of interns ti onal payments. ln the case-of the older countries like the 
United Kingdom, Sweden and Denmark, an excess of invisible imports over 

invisible upotts does not mean that the country concerned is living on its 
capital. lnvisible exports in this case have to be taken into account. Thus 
on the one band there are cou11tries which are lending or creditor countri~s, 
and on the other hand there are countries which borrow from those countries 
iD the follJler category. To this latter olus India, Canada, Australia,. the 



Argentine and similar countries belong. 
2. Introductory. -It is unnecessary to en~er a caveat that the bal&nce 

of trarie of a country is ncvu s~ttl !d within a'ly precilla twelve months. A 
large number of liabilities on account of transactions which have taken place 
during the year may be carried into the acco11nt of the follawing yeu, Ano-

. ther caveat is that in calculations of this ut11re one is never able 
to be strictly correct, everl within crores of r11pees, but it is generally 
possible to make a ro11gh calc11lation within u3ef11llimits. In ot1er words 
one m11st not reason too finely in dealing witll statistics of the b~lance of 
trade. In the trade balance state:n ~nt of Great Britain, there is a difference 
in the final balance publi~hed by tile B'larl of Trade in its Jo11rnal of 29tll 
1\lar,:h 1923, and that published in the Economist of 17th Febfllary, of no 
less than £93 millioas. Th.e Boa.rd of Trade e3tim:~oted the net income from 
iuveitments at £175 millions sterling a::~ against £100 millions in the 
Economist; aud shipping earning~ at £110 millions as against £94 millions 
in the Economits'a estimates. In India's balance of trade, it ~llould be 
remembered that nearly all transactions are in the long r11n done through 
London. London is the wor!J's banker and for yeus London has rightly 
as'!erted that the bill Oil herself w,1s the currency of international trade. 
The supremacy of the London bill of exch 1nge is great, not merely due to 
London's suprem~lY in finn~i1l m\c':li!l •ry, b11t to th.e upremicy of Great 
Britain's world-wide trade and to her readineis to take goods from all 
countries. The chief and most imporhnt members of the London market 
are, of co11rse, th.e banks, bill brokers, discount hotlses, accepting ho:Jsee and 
forl'ign bankers together witll the Bank of Engl~nd. Again .many of the 
tran3a.otions are done through the Secretary of State for India who sells 
Councils Drafts in Ll:.don on the Govdrnment of India from time to time to 
meet his Home charges, and with the assistance of the Bank of 'England he 
arranges the p}yment of interest on certain loans as occashn demand3. 

3. Visible Exports and lmports.-l'he basis of the analysis is the official 
returns for the Sea-borne Traie of British India for the 12 months ended 
Mar :h 1923. The declarations in the bills of entry for imports, a.nd in the 
shipping bills for exports, are made by importers and e:x:porten but are 
checked by Custom H~Juse officials, 1'he values are the wholesale markell 
cash prices le~s tra-le disco11nt for wh.icll gaod3 of like kind and q !lality are 
being sold at the time and place of importation and e.r.portatiun respec
tivdy. They do not necessarily represent the actual price receivable by or 
paiJ by India for the goods exp:nted or imported. According to section 
30 n( the Indian Sea Ct1stoms Act \ VIU of 1878) the values of goods im
ported or exported represent:-

(a) the wholesale cash price, less trade discount, for which. goods of 
the like kind and quality are s.>ld or are capable of being sold a' 
the time and place of importation or exportation, a9 the case 



may be, without any abatement or deduction whatever, except (in 
the case of goods imported) of tbe amount of the duties payable 
on the importation thereof ; or 

(b) Where such price is not ascertainable, the cost at which goods of 
the like kind and qnality could be delivered at such place without 
any abatement or deduction, except as aforesaid, 

The values of treasure represent the market values at the time of im· 
port or export except jn the case of Government of India rupees where the 
face value is shown in the returns. The practice before April 19'H in respect 
of the values of treasure was not uniform at all ports. On the whole the 
Custom authorities do not under-assess because the tariff is for revenue 
purposes on an ad valorem basis. An error, however, of under-assessment 
by only one per cent, in the ease of imports of merchandise during the year 
under review and an over-estimation to the same extent in the case of exports 
of merchandise would result in an error of no less than Rs. 5 crores. The 
exports and i_mports refer to private trade only, and exclude Government 
Stores as the latter are paid for by Council Drafts sold in London on the 
Government of India and. from loans, and the value of Government Stores 
exported is comparatively small, In the year 1922-23 preciou~ stones im
ported by letter post have for the first time been registered in 
the trade returns. The trade accounts fot· March 1923, therefore 
include diamonds and other precious stones imported while those of 
previous years do not. As the trade in diamonds was very largely conducted 
by means of insured letter post imports of previous years must have been 
short by a considerable number of lakhs of rupees. In the imports of mer· 
ehandise the value of railway materials imported direct by State Railways 
working under Company management has been excluded to the extent of 
Rs. 840 lakhs as this was not paid for in the ordinary way, but through the 
Secretary of State, and accordingly cannot be taken into account as this 
would mean their values being counted twice over. The Sea-borne Trade Sta
tics of non-British India, namely the French Settlements, the Portuguese 
Settlements, Travancore, and Kathiawar have been incl11ded in the statement. 
It has been exceedingly difficult to arrive at the year's figures, because in all 
cases returns for the 12 months were not available. The local authorities 
concerned, however, have been consulted by telegram, and the figures arrived 
at are the most accurate in the circumstances. The trade statistics of the 
French Settlements are the most important;-· because Pondicherry exports 
ground nuts which are Qf considerable importance. The Trans-Frontier trade 
which is carried on over approximately 6,800 miles is only 5 per cent. of the 
Sea-borne trade of British India. The statistics for the complete 12 months 
have not yet been received from some outiying portions of the l!'rontier and an 
estimate based on the latest figllfe3 for 1922-~3 hiis been made. The visible 
imports a.nd exports of fundiJ pass through the Public Debt Office and, 
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therefore, their value is readily available. When these statistics of viaible 
imports and exports are set out, the following is the result:-

Visible ezports and imports in lakha of rupee~, 1922-23. 

Merchandiae. Treasure. Funds. Total. 

British Seaborne and land frontier 
Exports ..... 
Imports ••• 

Excess of exports ( +) 
Excess of exports of merchan-

dise and treasure for non
British territories (Estimated) ( +) 

329,29 
240,51 

3,25 
64,00 

2,62 
5,10 

335,16 
309,61 

25,55 

8.20 --
Total ... + 28,71i 

The principal " invisible imports " are (I) the expenditure on interest 
for overseas capital invested in the country: from this amount it may be 
necessary to deduct payments made by the Secretary of State as these were 
effected chiefly by loans during the year under review; a further reference 
to this will be found in paragraph 4 ; (2) expenditure for shipping servicee ; 
(3) expenditure for commissions, mainly, financial and insurance services ; and 
( 4) expenditure for other services. There are on i;he other hand a few invisi
ble exports which are also briefly dealt with below. 

4. Invisible Imports -Net expenditure in interest /or ot~erseas_ capital in
tJeSied.-The degree to which India makes payments annually for overseas 
capital invested in this country in the form of interest has been arrived at 
by a detailed examination of the extent to which Great Britain ·has made 
foreign investments over a series of years. Estimates of incomes derived 
from British capital invested abroad are based upon income-tax statistics 
published by the Commissioners of Inland Revenue, and show the amount of 
income derived from certain classes of investments which come under the 
purview of the Income-tax authoritit-s. The income which the Commissioners 
of Inland Revenue earmark as coming from abroad is that received from 

. Indian, Colonial and foreign Government stocks, municipal securities, and 
railways, but the Commissioners of Inland Revenue do not ascertain the 
additional income Great Britain derives from her in"vestments in a vast num· 
ber of miscellaneous undertakings such as mining, mortgages, banking, tram
ways, telegraphs, telephones, jute, cotton, oil, rubber and nitrate production 
and industrial ventures generally. Sir George Paish in papers read before the 
Royal Statistical Society in 19()9 and 1911 arrived at, &fter a laborious, 
process, the extent of new capital inveatmenta in India and Ceylon to be 61 

iW.lowa ;...-
1~ 



,, 
Ne111 """' of Oapital inw.tmentl. 

India and Total Overseas Percentage of 
·Year. Ceylon. Investment! Column 2 to 

during the year. Column 3· 
£ £ 

1908 13,469,787 145.878,300 9.2 
1909 15,884,581 181,8S1,646 8.7 
1910 14.720,503 189,151,137 7.8 

----
Total 44,074,871 516,861,088 8.6 ---- --

He examined the reports, balance sheets and income statements of ~everal 
thousand companies-in fact of all the British companies working abroad about 
which official information could be obtained, and (1) all conversions were 
carefully excluded so that there was no duplication of capital issue; (2) the 
amounts were calculated at the price of iBBue and not at the nominal value of 
securities; and {3) vendor's shares were omitted in order to arrive as nearly 
aa possible at the exact amount sub5cribed in the aggregate. As regards the 
netaum subscribed by British investors, he took credit for only those inter· 
national loans, including American Railway issues, that had been sul,scribed 
for in Great Britain. 

With regard to other particulars of the capital provided by investors 
ur to the end of 1907, these were arrived at by capitalising the income 
which actually paid income tax to the British Exchequer and by examination 
of reports of British Companies trading abr~ad. No credit was taken for 
money lent to defaulting States, as in these instances there was, of course, no 
incometax paid in respect of coupons. If no coupons were cashed there wall 
no capital againgt them, The capital sum invested in foreign Joana waa 
urrived at by capitaliSing the coupons that had been cashed. Sir George 
Paish took the total of investments in other lands to be, allowing for private 
capital employed in a variety of ways, £.3,50o,ooo,ooo in 1910. Excluding 
private capital he arrived at a fiWU"e of£ 3,192,000,oOo. For India the total 
capital investments up to and including 1910 but excluding private capital 
(i.e. capital for which no documentary evidence was readily available) were 
were as follows :-

Government· 
Railways 
Tea and Coilee 
Rubber 
Tramwa11 
:Minee 
Oil 
Baaka ••• 
Otbua (iacladiJII J\Ue &o.) 

.... 

-

(In £ millions) 
179 
137 
20 

5 

' ' a 
s 

lO 
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a total of £ 365 millions. This total may be co mpared with estimates which 
[prepared for the Indian Industrial Commission some years ago. My esti
mates were £447 millions including capital raised in India, and excluding 
such capital approximately the same figure was arrived at by Sir George 
Paish. As was pointed out by the latter at the diacuBBion before the Royal 
Statistical Society the percentage of purely Ceylon capital is a very small 
part of the total in-vestments and is insignificant. In some ways it 
is an advantage to have these Ceylon investments, although 
small, in the total as Ceylon is within the "rupee zone "• For 
recent years the percentage of Indian investments to the total has increased 
especially in 1922-23. After an examination of these flotations which 
were publiahed by the Board of Trade in ita Journal we are driven to the 
conclusion that the percentage for 1922·23 should be higher than the ave-

• rage of the three years 1908, 1910 and 1909, taken by Sir George Paish, 
If his estimated total capi,al investments for 1910 be taken at £365 and 
£3192 millions for India and all countries respectively this would give 
11 per cent. H an allowance for capital that is repaid be made, the propor
tion may be taken at 10 per cent. The Board of Trade has estimated that 
for 1922 the income to Great Britain from investments abroad was £175 
millions and this official figure, all thiaga considered, may be accepted. 
The Board baa pointed out in ita Journal of 29th March t923 that the 
fact that the estimates both of capital values and of income obtained 
" are aubject to a considerable amount of uncertainty cannot be denied. As the . 
flow of income from one source or another varies, the capital value of the 
investments will !U110 vary. The general basis of capitalisation has, of courae, 
changed l!ince the outbreak of war, and this must be borne in mind in 

comparing pre-war and post-war totals. The wide range over which the 
investmeats are spread probably tend a to maintain the income at a reaaoD· 
ably ateady rate, since reductions may be oilset by expansions to a conaide-
Iable e:r;tent, lt is significant that most of the rise in estimated income 

over the period examined can be accounted for by the produce of Dew i88ue3 
placed in this country. While it is true that there are foreign participations 
iD many of these, it is aleo true that there are British participations in 
iaauea mad~ abroad. Loans between Governmenta during the war have no' 
been taken into acount in the foregoing calculations, and the interest pay
able thereon has also not been considered until payments were actually 
made This happened last autumn with regard to the American loaD to the 
United Kingdom and in the near future an annual payment exceeding 
£80,000,000 a year on thi1 account will be due ". The Economist estimatea 
for 1922 this amount to be only £ 100 millions and in ita issue of April 7, 
1923, pointed out that the Board of Trade had taken too optimistic a view 
and did Dot take au.fficient account of foreign capital sold during the war, 
apart from the official demobiliaation aoheme, of the inveatment 1 loa$ ia 
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Russia and elsewhere, and of the loss in profits received from abroad through 
the depression of trade. It seems, however, in the light of the date avail
able that the official figure is, if unduly optimistic, more accurate than the 
pessimistic figure of £ 100 millions estimated by the Economist. Ten per 
c~nt. of £ 175 millions is £ 17'5 millions or Rs. 26·25 crores. During 1922 
the Secretary of Sti:i.te pa.id interest on Government and other securities 
from loans and not from Councils. In this connex:ion approximately 
50 per cent. of the toli al capital investments is Government securities an·i 
37 per cent. railway securities. The investments in cotton mills (£14 mil
lions) are very largely held by Indians while in jute mills (£11 millions) by 
:Muropeans. These latter fig ares are, however, small as compardd with the 
total Indian investments: Ordinarily the Secretary of State would have 
paid interest Qharges oat of the proceeds of Councils, and as this method • 
was not actually adopted in the year 1922-23 to the fall extent of the Sec
retary of State's 'equirement!l no deduction bas been made in this Balance 
vf Trade statement in- respect of interest charges relating to Government 
securities. If these charges are eliminated the total inviable imports in 
respect of interest on overaeas capital will stand at Rs. 13'13 crores in place 
of the gross figure of Rs. 26'25 crores. ' 

5. Payments on'account of •hipping. With the poiisible exception of 
payments for capital invested in India, shipping payments are the most import
ant in our invisible imports. The nature of the information used and the 
detailll of calcnlations made are in many respects defective. Nevertheless 
it is believed that the broad results are substantially accurate, and various 
authorities who have been consulted are in general agreement with this 
view, while resr.;ting their opinion on details: 

, It was first intended, in order to estimate how much India paid carry
ing countries engaged in her overseas trade, to. estimate the earnings of the 
mercantile marine (not profits) by calculating what amount would be requi
red to covel,' expenses on the basis. of time charter rates, adding in addition 
charterers', disbursements for bunker coal and port dues. In other words 
,the merci\ntile shipping of the countrie3 engaged in the Indian trade might 
have been regarded as being time chartered for general trade, and an 
aggregate of the charter money, pins charterers' disbursements for bunkers 
and port dues, would have been taken as the gross payments for shipping. 
-This information, it was found, \Vas not available. It was, therefore, neces-
sary to devise some other method by which the information could be obtain~d. 
A special investigation was made by the Board of Trade of the logs of 

. British ships trading in l9l3 for the purpose of ascertaining the distribution 
of ab.ipping on different routes. These rates were grouped in thirteen. main 

. groups of which India was one, and the distributio~ . of British rout~s on 
. each group together with the general level of freights was ascertamed. 

The Board of Trade selected a .representative freight rate for each route and 
the uerag~ an11ual earnings were obtained. India's share of the total earn· 
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inga of the United Kingdom shipping was 9 per cent. Taking that propor· 
tion for the year 19~2. and if tile Boa.rd of 'frade estimate of £110 millions 
be accepted ag near the mark of euningJ of the British Mercantile marine in 
1922, this would give a figure of R i. 15 crores as the grois earnings . of -British 
shipping during the year. Tbe Board of 'l'rade fig11re in 1922-£110 
millions-sho11ld be compared with that of£ 91 miliions in the pre-war year. 
Tbe Economist for the year 1922 bas taken the sa'Jle figure as in the pre-war 
year £ 94 millions. During the year 1922·23 Indi1n trade although showing 
a recovery was still in volume m11ch below normal. The volume of exports 
and imports-baaed on twelve chief exports, covering (in value) 91 per cent. 
of the total export trade and twelve chief imports covering (in val11e) 66 
per cent of the total import trade-showed in 1922.23 a decrease in volume 
of 28 per cent •• as against the pre-war year, i.e., in the year under review the 
volume was approximately !}4 of the pre-war year Freight rates, however, 
in the same period increased by over one-third. In these circumstaaces and 
in order not to err on the side of ovu-statement the 1913 gro.s earnings 
(£ 94 millions) may be taken and 9 p. c. of this would be £ 8.46 
millions or Rs. 12,69 crores. In 1922·23 British tonnage (clearance~ 
and entries) were 78 per cent. of the total, Japan which carries a very large 
portion of exports eilpecially of raw cotton to Japan- had a share 
of 6 per cent. the United States 3 per cent. and other countries 13 per cent • 

..An allowance being m~de for payments under this head to these countries 
the total shipping payments for the sea-borne carrying trade for India would 
be approximately£ 10 8 millions or Rs. 16.t crores. It is doubtful whether 
sufficie-nt allowance has been made by the Board of Trade for the. Indian 
coasting trade in which Great Britain had in 1922·23 . 78,6 per cent. 
of the total. Foreign countries in 1922 had 11 per cent and native craft the 
remainder. On an average the difference between -the value of imports 
and exports in the coasting trade is Rs. 7 crores. If 15 per cent of 
this is paym~nt for finance, insurance and minor transport charges, 
then thia amount (Rs. 1"05 t:rores) should be deducted from the gross 
payments for shipping in the coasting trade. This gives Rs. 5•95 crorea. 

_Independent enquiries show that in 11122·23 the gross earnings of this trade 
were about one-third of that of the foreign trade or Rs. 5·4 crores. This 
generally agrees with the amount of Rs. 5·9,) crores computed in this 

. memorandum. As regards" the coasting trade, however, it must be noted 

. that not all the gross receipts of the trade sho11ld be taken in_ computing 
the invisible imports. The greater portion of th1s is expended in India and 

" what is transferred to England is only the profits of the trade. In this 
, respect then the coasting trade is similar to a firm or an exchange bank 

doing business i~ India. This treatment of the coasting trade aLso gives 
. rise to an interesting coroJiary. The expenditure in India of. shipping 
t eompanies like the P. & 0. ~ay, on b11ying provisions or for paying ita 

Goaneae atewa rds. muet really be deducted from the company's groa1 reQei~te 
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when we are calculating the i nvieible imports under shipping ch argea, The 
total expenditure for shipping services may accordingly be taken at Rs. 22'15 
crores. .The expenditure for shipping services and commissions has not 
been included in the balance of Trade Statement in the final computation, 
because under section 30 of the Indian Sea Customs Act (VIII of 1878) the 
Indian Import Returns include freights and insurance. An allowance of 5 
per cent baa been allowed for under imports for the under-valuation of 
imports including articles consigned to India for sale and articles of which it 
ia diffic11lt to obtain any real wholesale market value. The question of *he 
under-valuation of imports, it ia understood, is under the consideration of 
the Government of India. Indian export charges for shipping are paid 
by the importing countries, and are, therefore, not included in the. final 
figures. 

6. Finance insurance and other commission ckarges.-Another item for 
which India has to pay foreign countries annually is charges in oonnexion · 
with finance, insurance and similar services. Sir Robert Giffen wrote in 1882 
in dealing with such charges:-" I have already drawn attention to the 
point that the shipowner is not the only person concerned in the cost of 
conveyance, of which the aggregate excess of imports in the imports and 
exports of the world is composed. There are other commissions and charges, 
of which I have suggested that the English share amounts at least to 16 
million pounds; perhaps20 million pounds would be nearer the mark. The 
latter sum is only 2~ per cent. on the total of ·our imports and exports
about 800 million pounds; and when I point out that insurance cannot be 
estimated at less than 15 1. per cent and bankers' commission, bill stamps, 
and minor charges 5 s. per cent. leaving only 1~ per cent. for all other 
charges the estimate must be held to be moderate." With regard to in
surance charges Giffen seems to have taken a figure that was a gross charge 
taking no account of underwriter's losses and some reduction will be required 
on this account. Careful enquiries made show that for India the percentages 
are for insurance charges ~ per cent. to 1 per cent. bankers' commission and 
bill stamps W per cent. and other minor charges ~ per cent. The to~al 
charges in this connexion will, therefore, be from 1~ to 2 -per cent. of the 
total value of exports and imports. The total value of sea-borne trade
expoxts and imports-of India during 1922-23 was approximately Rs. 611 
crores. 1 Ji per cent. of this would be Rs. 9.3 crores and two per cent. would 
be Re. 12"2 crores. In order not to over·estimat~these charges, Rs. 9 crorel 
seema, after consultation with exchange bank~ra and othera, to be a suitable· 
tigure for the year 1922-23. 

7. MisceUaneow Items-lnf1ia£ble Import&. In addition to the three 
main items of invisible imports already considered, there are miscellaneous 
itt>ms aoch as the payment for management of capital invested in India to 
London Offices for their expenses. These expenses include the carrying on 
of buliDOif &lld auditing and legal expenaes. H would cover payments ~Q 



London agents for mana~ing lo~na. It abo include3 profits ma1e by British 
merohanta during the year. In oonnexion with mercantile profits care must 
be taken not h count this twice over. Som'! of the pro lit~ earned by Indian 
brancbea of British mercantile houses are included in the net expenditure 
frQm investments abroad and, therefore, must be allowed for only once in 
the statement. In this •• Miscellaneous" amount wo11ld be included the 

1emittances of officers and civil servants to pay for families in England. 
Another item is in regard to tourists' expenditure and it has been assumed 
after some investigation that tourists' expenditure in India wouB be offaet 
by Indian tourists ' expenditure in Europe (an invisible export) and no 
allow:~nce has been made for touri3ts' expendituN on either side of the 
account. The figure under this head, it will be seen, is a net figure and an 
allowance baa been made in this connexion for invisible exports, mainly~the 
expenditure for missionary enterprise such as salaries, up-keep of properties 
etc, which is to be regarded as an invisible export. After careful enq11iries it 
is roughly estimated that these miscellaneous invisible imports in 1922-23, 
a year in India of comparatively low profits etc, may possibly amount to 
Rs. 4 crores. 

8. Oonclusio'll8. It will be seen that on balance, India during the year 
1922-23 had a final debit balance of approximately Rs. 4 crorea. It baa not 
been considered feasible to take into consideration the b&Llnce of trade for 
previous years. During the war yea.rs India was unable to obtain payment; 
for her exports in the form of bullion to the extent normally required on 
account of imperial interests connectf.'d with the war, and large favourable 
balances resulted. Nor has it been possible, in view of the exc:eptional ye "I 
following the armistice, to take into consideration the balance of ye.ua 
previous to the year under review. The balance of trade is particularly 
difficult in the case of India because of the danger of allowing items to be 
counted twice over, especially those connected with the Secretary of State'a 
transactions. Aa far as practicable net figures have been taken, and in 
fut11re yean it may be possible to improve the e3timates of the ite:ns 
involved ·in this balance of international payments. Certain items have been 
purposely omitted to compensate for over-estimates in other itema. 'fhe 
estimates are, of course, tentative, and subject to a fair margin of error in 
either direction. They confirm, however, other evidence that we are now 
importing a considerable amount of capital, and it is no~ unlikely, indeed it 
is probable, that with a revival of trade the import of capital for the further 
development of the country will considerably inorease. 
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India's Trade Balance for the year ended 31st March 1923. 
Detailed Table. 

Figure in lakhs of 
Rupees t 

Credit Debit 
IMPORTS •. 

A___;BRITI~Jl INDIA (SEABORNE) 

1· E~ports of. Indian. merchandise 
2. Exports of foreign merchandise 
a. Exports of gold · 
4. Exports of silver 
5. Exports of currency notes of the Gov

ernment of India. 
6, Exports of moner orders and posta.l orders .• •. 
7. Sterling transfers on. London sold in · India 

(" Reserve Councils ") 
s. Transfers of Government securities through the 

Public Debt Office 
9. Funds borrowed in England for interest charges 

(Invisible exports) 

. B-NoN·BRITISH INDIA (SEABORNE) 

(French and Portuguese Possessions, Travancore 
and Kathiawar) 

298,85 
15,16 

13 
2,53 

11 
nil 

nil 

2,62 

13,12 

10. Exports of merchandise and treasure 10,36 

O-LAND FRONTIER TRADE 

11. Exports of merchandise HS,28 
12. Exports of treasure 48 

IMPORTS. 

A-BRITISH INDIA (SEABORNE). 
. . 

13. Imports of foreign merchandise 
U. Imports of gold 
15. Imports of silver 
16. ·Imports of currency notes of the Government of 

India 

t Rs. 1 lakh =- Re. 1,00,(100 = £ 6,667 (Ra. 15 = £ 1) •. 

224,19 
41,22 
20.66 

1,01 
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Detailed 1~able-Contin ued. 
Figures in lakha of 

Rupees t_ 
Credi~ D.eblt 

IMPORTS. 

A-BRITISH INDIA (SEABORME)-con td. 

11. Imports of money orders and postal order• ... 
18. Council drafts- bills and telegraphic transfers 

on the Government of India and paid in 
India 

19, Transfers of Government securities through the 
Public Debt Office 

20. Interest drafts on India in respect of Govern· 
ment of India securities 

»-NoN-BRITISH INDIA {SEABORNE). 

(French and Portuguese Possesl!ions, 
Travancore and Kathiawar) 

21. Imports of merchandise and treasure ... 

O-LAND FRoNTIER TRADE. 

22. Imports of merchandise 
23. Imports of treasure 
24. Allowance for under-valuation of imports of 

merchandiee and treasure- excluding cur· 
rency notes (5 per cent of R!. 310,66 lakhs) 

INVISIBLE IMPORTS, 

21. Expenditure in interest for overseas capital 
invested in India 

26. Expenditure for financial and insurance 
services t 

27, Expenditure for shipping arrvices t ... 
28. Net.expenditure for other services ~· 

VISIBLE BALANcE OF TRADE (Net)... 13,22 
INVISIBLE ITEMS (Final figure from both aides) 

FINAL BALANCE OF ~TRADE (visible -~ and 

t,OQ 

:OZ,lG 

16,32 
'1,21 

"9>00 
22,11.~ 

4.eo 

17,13 

invisible items) 8,91 

t R".l lakh=Rs. 1,00,0011=-£ 11,6117 (lts,lS=.(l). 
! See end of para S. 

11 



A COMPARATIVE STUDY OF THE GOLD EXCHA.NG E 
STANDARD DURING AND AFTER. THE WAR. 

BY PRoF, B. R. CHATTERJEE, KHALSA CoLLEGE, AMRITSAR. 

In this short paper I shall outline the history of the Gold Exchange 
Standard in Inl)ia and elsewhere during and after the war. The future of 
the Indian currency system is yet obscure. Neither the Government nor the 
expert opinion of the country seem to be clear as to the goal of our monetary 
policy. Eminent Indian Economists believe that the Gold Exchange Stand· 
ard has proved a failure durin~ and after the War and should be replaced 
as soon as possible "by a full-fledged Gold Stindard. A dismssion of the ques
ti~~s. whether the Gola ·Exchange Standard has collapsed bopele~sly and 
whether the Gold S andard has fared better, would not, I hope therefore, be 
considered irrelevant 

Our currency troubles began when Qur exports showed too great an ex
cess over our imports. The currency and exchange mech:1nism eould not 
cope with the extremely one-sided trade that occurred in the recent years, 
During the War and just- after the Armiitice the Indian price-level lagged 
behind the world price-level. There were only two alternatives-either prices 
in India had to rise to the full extent of the rise abroad or Indian Exchange 
bad to move upwards above the par of normal times. Scarcity of silver and 
the danger of the paper currency becoming inconvertible stood in the way of 
a very rapid expansion of the Indian currency. The rise in exchange of the 
rupee was thus inevitable. 

A Gold Standard country like Swe:len had to face the same dilemma.. 
India. experienced one of the alternatives of a changed ratio betwem the 
price-level at home and outside. It Wilos a rise in exchange above the leg>.\l 
par. Sweden experienced. the other alt"ernative--~oo rapid a. rise of priceJ, 
She ran such a risk of being choked with gold th:~ot the free coinage of gold 
had to be suspended. Thus her Gold Standard collapsed. And we must re· 
metr.ber ~ha.tshe was not .a belligerent country. The strain of the Wu.r w<~os 

severer on India than on Sweden •. 
. Returning to. the history of the Indian exchange-we find DlOre dra.m!l.tio 

changes after tile War tnan during . the War, After the Armiiltice, the de
mand for India's raw materials was stronger than. ever as tbere was a. boo~ 
of manufacturin5 activity in England and America Silver, which was con· 
trolled during the War, was decontrolled eariy in 19!9. The price of silver 
soared higher and higher and after it went ~he rupee. I believe greater at
t.mtion has been paid, in explaining India's currency difficulties, to the higll 
price of silver than to the mo;e fu1dvnaatJ.I c~u3 of the abrupt cbngas 
in the ratio between the price-levels at home and abroad which brought 
about extremely abno·mal conditions of foreign trada. This will be clearer 
a3 we see the later events. 
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BY an irony of fate' the Babington Smith Currency Conu~itte,e subm,itted 
its report when the rising wave of the post-war boom had nearly reached its' 
crest and when a downward movement was imminent. The Committee's' 
decision to push the rupee up in exchange to 2s. gold-was probably justified' 
in the light of the circumstances at that time, But its war:1it1 g, that in case 
of an abrupt fall in tile world price-level this :decision was to be reconsi
dered, w1u strangely ign:>red. And this contingeacy did come about. The 
boom which was raising prices anti cost of pro:luc~ioa in a. vicious circle came 
to a sudden hal' on account of the ina)ility of the consumeu to pay higher 
and higher prices, W ar-devastatel Ettrope co :tid not stand the strain · and 
an act1te trade depressian set in. _Prices in India. however did not come 
down as quickly as the falling prices brought about by the sl11mp abroad. 
The balance of trade which was so strong in Indi1's favour now swung vio· 
lentlv round the other w.J.y. Under such circumstances a high exchange 
policy was manifestly impossible. It was persisted in however and a heavy 
loss'was inc11rred by the sale of Reverse Councils at rates much higher than 
the market conditions ju~tified. Just ai thd rupee rose in exchange inspite 
of all attempts to keep it down when the Indian price-level did not rise as 
rapidly as prices outside, similarly it fell in exchange inspite of all attempts 
to keep it up when prices in India did not fall para passu with the fall in the 
world price-level. In the latter part of 1920 exchange was left severely alone 
by the Government and the rupee sank very soon even below the pre-war 
level. For some time it seemed as if the rupee, which had become unlinked 
fr>m gold on account of the collapsa of the Rever-ie Councils machinery, 
had been linkel ag~in wi~h. silver froJl wllich it h1d bean divorced in 
1893. But if the rupee fell in exchange, the gold price of its silver 
contents eoo:1 fell still lower. The fall in the ·price of silver was 
as dramatic as its rise and wa'J mainly due to the demand 
of the East for the precious met\lls bein~ satisfied by heuy imports 
of goll \Vhicb. w<~.s now available fro:n the U. S. A. In 1922 
the decline of the Inlian ··xport trade and of the exchange va.l11e of the 
rupee reached the lowast depths. Tile ac11te industrial depression ha:l be
cone world-wile and ha.rv •sti in Tndia ha:i di3astrou3ly fa.ileJ. Ex:change 
slumped to 1s. 3d. sterling in May 1921. Had the import trade also not been 
severely depressed tha fall in excha.nge wJuld ha.ve been much heavier. To
wards the Iat(.r part of 1922 with the removal of tile embargo on the export 
of food grains, the rupee seemed tG rally at last at the p.u of 18. 4d. During 
1923, with a slo.v return to.var.l~ noraia.lcy, exchange also has shown more 
firmness. The sale of Council Bills which w1u suspended since January 192J 
was resumed exactly three yea.r11 afterwards, B11t as only a limited q uan • 
tity is sold, these sales cannot stop the appreciation of the rupee. Govern
ment has not yet made up its mind to maintain exchan~e at a fixed point. 
The object of tlle>e limited sa.le3 of Council Bills is only to temit part of the 
Home ;Jh'lrges. At pr se~t exc:11Hge is sh>wing' greJ.t steJ.diuess at u. 5tl. 



But before we sum up our conclusions as regarda India let us have a glance 
at conditions outside. 

Let us first see how those countries have fared which have adopted the 
Gold Exchange ~tandard not, as it were, unconsciously but deliberately ~nd 
under the law of the land. During our last summer vacation I visited 
Siam, the Straits Settlements, etc. par~ly in the role of a pilgrim to 
Buddhist lands and partly with the object of studying on the spot 
the history of the currency and exchange of these countries in the last 
five years. A detailed account of tnese currency studies will soon be 
published. Here I shall only give very brief sk~tches of the changes during 
and after the War. 

Siam. an independent Buddhist kingdom, has become modernised within 
the last 20 years and the history of its Gol:l Exchange Standard, introduced 
in 1908, is extremely interesting. The pre·war exchange value of the silver 
tical was 13 ticals to the pa11nd sterling i.e. 1 tical = ls.6!d. a rate which 
remained stable far more than 12 year-i-1906 to 1919. It was in 1919 that 
currency traubles began in Siam. Her export trade, especially in rice, was 
extremely brisk. Ticals werP required at Bangkok, the capital of Siam, in 
larger and larger quantities to finance the rice ex:pJrts, a considerable portion 
of which went to Europe. But silver had been decontrolled in that year 
and its price waa soaring higher and higher. The silver ticals began to 
disappear rapidly from circulation because they _were now worth mare as 
bullion than E.>S Cllrtency. The Siamese Government hesitated at first to 
raise the rate of exchange. The fineness of the subsidiary silver currency 
(quarter ticals, half ticals, eto.) was considerably reduced. No new ticals 
were minted. But these measnres did not suffice. 

The strong demand for ticals and the rising price of silver made it 
necessary to raise the rate of exchange in September 1919. By the 
end of the year exchange mounted up to quite a high figure 
compared with the normal sterling parity. But the tical was never raised 
by more than 2tl. at a time. It was also thought that the higher value of 
the tical was somewhat effective in reducing the price-level in Siam. 

Meanwhile the Siamese paper currency too underwent considerable 
modifications. To meet the balance of trade, which was so strongly in 
favour of Siam, notes were required very urgently especially as silver ticals 
were no longer minted . .:_The invested portion of the ~P\"per Currency 
Reserve was gradually increased at the expen~ 9f the specie portion. One 
tical notes were issued . ...;At last the paper moriey was declared temporarily 
inconvertible. The inconvertibility did not' prove such. ·a; rude shock to; 
public confidence as was feared at fi1st. ·•· 

· The outward rush of rice and the consequent heavy demand for Siamese 
currency, which now took the form of a demand for notes, continued well 
on into the sp-ring of 1920. A disastrous failure of the rice crop however 
completely reversed the position in the summer of 1920. The demand for . 



Siamese currency died away. A.a the balance of trade now 'swung violently 
round against Siam, there was a strong demand for sterling to meet the 
requirements of importe :r s. _ 

The tical portion of the Gold Standard Fund, which exists to maintain 
the ·parity of the tioal, bad to bear a very severe strain as long as there was 
the unprecedenbed excess of exports over imports. Exchange Banks during 
this period were paying foreign currency abroad and were demanding ticals 
in Riam. The Government had to lend the Gold Standard Fund ticals out 

· of the Treasury. Since the latter half of 1920 the sterling portion 
of the F11nd had to bear the brunt, The banks now paid ticals 
in Bangkok and demanded sterling abroad. However with the aid 
of the Treasury which eked out the sterling resources of the Gold Stan
dard Fund-exchange was maintained at the high level to which it had risen 

· by the end of 1919. 
With the stoppage of rice exports there took place a great contraction 

in the note issue. In 1922 the coin reserve in Siam against the note issue 
was forty four per cent of the value of the notes o11tstanding. If we include 
money kept on current account ani fixed deposit to be credit of the Siamese 
paper currency reserves in banks in London and Paris-we reach the very 
respectable figure of 72 per cent of the total note issue. Convertibility could 
easily be restored. But as the Siamese Government is waiting for a ret1un . 
to normal conditions to introd11ce some important changes in the whole 
currency system, the period of inconvertibility has been extended to January, 
1925. 

Another outstanding event of 1923 was the lowering:of the exchange 
value of the tical by order of the Go>vernment in January, It; had been kept 
steady for over three years at the high rate reached at the end of 1919. But 
a high exchange was felt as a serious drawback by Siamese exportel'll, especi
ally on account of the depressed condition of E11rope. The. present rate 
however is yet higher than the pre-war . par. Prices are also coming dow4 
frdm the dangerous heights reached just after the War. 

To sum up I may quote what H. H. Prince Bidya told me in the. Ministry 
of Commerce, Bangkok : "Our currency policy has been a fairly successful 
one. We have passed through critical times and have fared better than most 
other countries." 

I may also add here that it is to the kindness of H. H. the Prince Bidya. 
and Hon'ble Mr. Lyle, the British Consul-General in Siam, that I owe my 
information on Siamese currency and exchange. 

Now let us pass under review the recent experience of the currency 
system of the Straits Settlements. In 1906 a Gold Exchange l::ita.ndard was 
established an.J the exchange value of the Straits dollar was fixed at 2•. 6d. 
'fhe dollar is ala() the st.a.ndud coiu of the .b'ederateJ Malay States through 
which I had to pass in my 'train jo11rney from Singapore to Bangkok The 
Strait• SettlE>menta, with its great rubber induatry, soon felt the eJfecu of the 
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European War. ·Here also there was a prodigious demand for local currency 
to. meet the requirements of trade and industry. The paper currency was 
declared temporarily inconvertible in 1917 and in 1918 new subsidiary coins 
of reduced finances were issued. A large number of very small denomination 
notes (of 10 cents and of 25 cents) also came into circulation at this time. 
As regards the subsequent history of the Straits currency I shall give here 
a brief account of my conversation at Singapore with Mr. Talma, the Deputy 
Treasurer of the Straits Settlements. 

In response to the demands of trade and inhstry the quantity of money 
in circulation was nearly doubled in the period 1914 to 1918. (fhen in the 
year 1919, owing to the great rubber boom, there was such an abnormal 
expansion that by the end of that year the net circulation· of currency was 
nearly double the net circt1lation in 1918. The expansion consisted wholly 
of paper currency. It is my personal belief that such violent fluctua. tions in 
the quantity of money in circulation were due to the fact that exchange was 
kept stable and was prevented from rising when tb.e favourable balance of 
trade of the Straits Settlements was becoming too favourable. The demand 
for currency came mostly from Americau and Japanese business men who 

· were investing heavily in rubber. · Such was the intensity of the rubber craze 
that food crops all over the Malay Peninsula were entirely neglected-almost 
all available land being given over to rubber plantations. Prices rose very 
fast with the abnormal expansion of currency but in 1920 rubber Slumped 
down and by 1921 the net circulation of currency had dropped down to 50 
per cent. of that in 1919. A drastic change in the price-level followed. This is 
another example of unstable prices at home when exchange is kept stable 
though conditions abroad are unstable. The American and Japanese business 
men are fast leaving country as the rubber industry is for the time practi
cally ruined. 

In May 1920 the silver dollar, the monetary unit of the Straits Settle
ments, had to be reduced in fineness and weight. Also the paper money was 
declared inconvertible during the period 1917 to 1921. Now that convertibili
ty is restored there is very little demand for silver dollars. I saw only one 
silver dollar during my stay in the Straits Settlements. 

But inspite of all these currency difficulties, exchange was kept stable 
throughout and the Government takes great pride in the fact, · Probably this 
stability was maintained at the cost of great fluctuations in the price-level. 
But the Straits Government are firm support~~s of a steady exchange and 

·have auccessfully resisted all proposals to tamper with it. 
In this connection it must be noted however that the Straits currency 

is now on a sterling basis-not on a gold basis. Had the Colonial authorities 
struck to the gold par of 2s. 4d the dollar would have mounted in 1919 
and 1920 tao £4: sterling. But the authorities followed sterling and drop· 
ped flirting with gold. The currency ordinance · which came into force 
on 11t October 1923 has now legaliaed thia a~erling basis. 
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· · :Now let us turn to the Dutrh East J ndies as Java is £0 Cloee to 
Singapore. I could not go to Java as the time at my disposal was too short, 
but through the courtesy of P. R. Boger Esq., the DQtch Consul-General at 
Singapore, I managed to get up-to date information about the currency 
system of the Dutch East Indies. It must be remembered that the Gold 
Exchange Standard was first established as a practical monetary system in 
Java by the Dutch Government as early as 1877. Thus it is the oldest Gold 
Exchange Standard country and I am glad to say that the vitality of its 
currency system has not been impaired by the World War, 

There was not much fluctuation in exchange during the War between 
Holland and Java. Only very recently the Java guilder has gone down juHt 
a little in terms of the Dutch florin. Though the paper money had to be 
declared inconvertible yet gold for making payment abroad could be bad from 
the banks. No currency changes are pending as the system has stood the 
test of the Warfairly well. 

As regards the Phillipine Islands, I intended to go there to study on the 
spot how Kemmerer's grea.t experiment had fared. But as I had to come 
back from Bangkok, I have to depend on information supplied to me by 
Mr. Abbrecht-the American Consul-General in the capital of Siam. It is 
a very interesting history but I can only say here that the authorities made 
a muddle of· everything by ignoring the main principles laid down by 
Kemmerer. The large reserves were invested in long-time capital loans 
which could not be' recovered when cash was required to meet exchange 
difficulties. Also an amalgama.tion of the Paper Currency Reserve and of 
the Gold Standard ResJrve weakened the whole system. The new Currency 
Act of 1922 attempts to re-establish currency legislation as it ato.od before the 
unfortunate changes were made in Kemmerer's system. It is interesting to 
note that the Phillipine Exchange did not collapse on account of the appre
ciation of the pe-Bo during or just after the War. It was the depreciation of 
the peao in 1920 and 1921 which caused the break-down. The Philippine 
paper currency however has remained convertible throughout, 

Now l~li us have a hurried survey of other currency systems which are 
not profeasedly on the Gold Exchange Standard basis. You all know that 
in recent years Australia. and South Africa have virtually abandoned the gold 
standard. The currencies of both these golJ-producing countries (and we 
muat remember that South Africa is the most important gold-producing 
country in the world) consist now of paper money. Exchange is maintained 
with England by means of bank reserves in the Dominions and in the mother 
country. This is really thJ Exchange Standard pbn, To quote the Editor 
of the Economi&t :-"The interests of gold producers plainly lie in the 
earliest possible restoration of gold standards throughout the world.. But 
the fact remains that the idea of an independent return to the gold standard 
ia not 10 much as mentioned in Australia, while in South Africa it foun4 
1mall auppor~ and waa deliberately rejected in 19~0!~ · · · -
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Egypt too has ceased to have a gold cunency in circulation. In 1913 
Keynes wrote of Egypt as the only country with a Gold Standard where gold 
currency was not economised by the extensive use of paper money or of 
bank deposits. The notes of the Egyptian National Bank issued against 
British Treasury Bills form at present the sole currency of that country 
and Egyptian exchange with Britain has remained very stable in recent 
years. 

Let us now turn to Europe. During the War gold currency ceased to 
circulate in all the belligerent countries and found its way into Government 
Reserves. The old :mint pars disappeared and purely conventional pars 
were established where Governments could arrange to get credit abroad. 
Certainly all this was a close approximation towards the Gold Exchange 
Standard. 

After the War the same statement holds good of nearly every currency in 
the world which has not collapsed hopelessly. An attempted transition from 
an inconvertible paper regime to a real Gold Standard is sure to break 
down as the international competition to get gold would send up the price of 
gold too high. We must remember that the world's production of gold in 
recent years has been considerably below the pre-war output. Gold ha~ to 
be economised and this can be done by the Gold Exchange Standard. Such is 
the opinion of the Financial CommiSBion of the Genoa Conference of 1922. 

Again a gold standard is no safeguard against an unstable price-leveL 
['he Gold Exchange Standard lends itself much better to a ·scheme like ProfeBBor 
Fisher's for stabilising prices. Prof. Copland in his tract on the Australian 
currency has made this point quite clear. 

After this review of the Gold Exchange Standard in the world let us 
turn back to the problems facing us at home. Should exchange be stabilised 
at a fixed point 1 We seem to have had enough of a fiuctua ting rate of 
exchange with its blighting effects on foreign trade. Public opinion of late 
apparently favoured stabilisation at the old par of 1B· 4d. Currency experts 
like ProfesJor J evons and Sir James Wilson also endorsed the same view. 
But the rupee is already 1s. 5tl. and shows remarkable steadiness_at that point. 
Reverting to Js 4tl. would mean considerable inflation. Then we must re· 
member that the world-wide trade depression has not yet come to an end. 
It is said by competent authorities that in 1920 the mistake was committed 
on fixing exchange at the time of a prodigious boom-should we now take 
the risk of stabilising exchange during a tra<le slump of unexampled inten· 
sity t The English price-level has fallen more rapidly in the last three years 
than Indian prices. In England a substantial rebound is expected to occur 
as a reaction after the sudden drop. We should therefore wait and see a 
little longer till at least England and some of the other countries, which were 
not hit so badly by the War, recover from the depression. I believe after 
another year we shall be in a better pooiition to discuss the new par of 
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exchange. Probably it would be higher than Is. 4d. The 2&. rate is of coune 
impoBBibly high. 

We have seen that the Gold Exchange Standard has not been such a 
failure as some are apt to think. It bids fair to oust the gold standard in 
mauy important countries. I believe that a gold standard in India would be 
really only a limping standard which would be decidedly a retrograde step. It 
would destroy the prestige of the rupee without strengthening our exchange. 
The preBtige of the rupee extends beyond the borders of India in many parts 
of Central Asia. When we visitei Western Tibet on our pilgrimage to Manas 
Sarowar in 1922, we found to our great surprise that even in the Forbidden 
Land the Indian rupee was much preferred to the Tibetan silver currency. 

We can however perfect our Gold Exchange Standard. We depend here 
too much on the price of silver. The issue of paper money covered by billa 
of exchange has already been a success. I think that the quantity of 
currency notes issued against India Government securities should be replaced 
by paper money issued against Commercial bills, The ''created. securities" 
should go once for all. They are a blot on our currency system The Gold 
Standard Reserves should be kept partly in India not only to dis!lrm criticism 
but to supplement the rupees in the Treasury Balances when Council Bille 
have to be cashed on a large scale. Lastly the rate of exchange once fixed 
should not be considered so sacrosanct as not to admit of any change. But 
no considerable change should be ruade abruptly. Slowly and tentatively 
the rate should be accommodated to change in the world outside. The 
his~ory of the Siamese currency and exchange is a good illustration of 
this point. 



THE GOVERNMENT OF ll.fDIA AND iTS 
CURRENCY POLICY. 

BY PRoFs, P. A. WADIA & G. N. Josm, WILSON CoLLEGE, BoMBAY, 

Speaking at the meeting of the Associated Chambers of C~mmerce which 
held a Conference early in December 1923 at Bombay, Sir Basil Blackett 
undertook what one may regard as an elaborate apology of the currency 
policy of the Government of India, It is now increasingly recognised by 
economic thought of all shades that rightly or wrongly our modern ec.:~nomio 
life has been so intimately interwoven with currency and monetary institutions 
that every phase of the economic life and the very wdfare ~f ·society from the 
·.point of view of its material needs depend upon the proper working of a 
currency policy and upon the proper organization of b·anking and credit. 
But whilst the West has thus awakened to 1ihe need for a sound currency as 
vital to economic. welfare,. Indian public opinion seems to be more or less 
indifierent to the problem, and views with seeming·· unconcern the reckless 
experiments with the currency of the country carried ·on by our foreign 
rulers, experiments which-if they were carried on without a· definite policy 
behind them lay the Government open to the charge of culpable neglect of 
its duties,· and if carried on with such a definite policy imply a deliberate 
-sacrifice of Indian interests of which the Government is the professed 
guardian. .. 

The policy of the Government of India ever since the first closing of the 
mints to the free coinage of silver in 1893 has been based upon the fundamen
tally wrong assumption that the primary want of this country in the matter 
of currency is the fixity of exchange between the silve'f rupee made sole legal 
tender by the East India Company in the early part of the nineteenth 
century, and· the gold pound in which shl! had and has to settle her foreign 
commercial transactions. The Ohamberlain Commission emphatically asserted 
that the cardinal feature of the cunency policy of the Government of India is 
" absolute security for the convertibility into sterling of so much of the 
internal currency as may at any moment be required for the settlement of 
India's external obligations." Fixity of foreign exchanges was thus regarded 
as the he-all and end-all of a sound monetary system. Mr. Keynes in his 
"Indian Currency and Finance" endorses this view:" The currency problem 
of each country is to secure that they shall r~J1 no risk of being unable to put 
their hands on international currency when they need it, and to waste as 
small a proportion of their resources on holdings of actual gold as is compati· 
ble with this." 'rhe only principle that should guide and determine the 
organisation of a sound monetary system is thus stated to be the possession 
of adequate quantities of gold to meat an unfavourl\ble balance of trade. 

It is this view that receives a fresh o.ffioial• sanction in the speech af 
~ir Baail Blaok~t betore the Couferenee of .Auooiated Chambeu; " I~ 



follows that b~fore any attempt is made to stabilise exchange we must be· 
very sure that we command the resources which are necessary to make 
certain that the attempt will be attended with success. I therefore ask 
myself whether the reserves available to the Gavernment of India in case of 
need ·for maintai~ing the external value of the rupee at sixteen pence are 
adequate or not.· The Lond~n Times echoes the same opinion in criti
cising the demand of t_he Indian M~rchants' Chamber of a fixity of exchange, 
A rate of exchange between the couiatries must in the long run react to, and 
depend upon, nriations in their respective price levels. A demand that the 
rupee shall by official agency be stabilised in sterling or gold necessarily 
impliM that Indian prices shall somehow be made to rise or fall pari passu· 
with 1terling or gold· prices as the case may be. Nothing can be gained 
by pretending that 'tae problem is any smaller than that. It is conceivable 
that the forces which have been operating. to cause the sterling nlue of
the rupee to rise· may, af~er .sundry ups and downs, carry it as far as Ia. 4cl. 
gold or even higher. It is possible ..that India in due course may achieve 
stability at that or other level ear1ier than less fortunate countries. But 
tl make any_ premature attempt at stabilisation is to invite failure." It 
is not a little surprising to observe the parallelism between this line of argu
ment and the official defence of the Government of India by Sir Basil Blackett . 
on the question of the currency policy. I' he solti object of a sound currency 
for India is assumed to be stabilisation of foreign exchange and the readiness 
of Indian prices to respond to charges in sterling prices-not the Indian 
prices as determined ·by a genuine silver rupee with free coinage and open 
mints, but Indian pr.i~es adjusted to an artificial rupee coined by. a Govern-· 
ment endowed with the power of regulating the issue and liable to the tempt-
ation of over-issue. 

In short the whole history o( the Indian Currency measures aince 1893. 
bas been founded upon the assumption that the soundness of the monet~try 
system in the country is to be judged by the relative stability of a par of 
exchange between tb.e rupee and the sovereign, a ·par fixed by legislation at 
Is-4d. when the market ~ate was lB ld. and abandoned by legislation in 
favour of 21. by considerations not en tirdy determined by the genuine desire 
to bring the legal ratio into a parity with the market ratio. But any one 
who is £amiliar with the elementary principles of currency knows th<At a 
aJund sy~tem of currency-fulfils .certain indispensible objects and satisfies a 
few basic needs of economic life.· It supplies a standard measure of values. 
and offers a universally accepted medium of exchange; it also offers a stand: 
ard for deferred payments and serves as a store of values, AU these objects 
can be summarised in the statement that a sound system of currency secures 
relative stability in the level of prices, or what is the same thing relative sta
bility in the purchasing power of the monetary unit. The history of the 
ourency policy in the West d ~ring the last few centuries has been the history 



of.- a&ries of attempts to·aecure relative stability of purchasing power by the 
a.l.t~ate use of gold and.silver as standard units and by isolated experi
ments at bimetalism, Great Britain adopted a go1d standard as early ~ the 
first quarter of the 19th century and by the end of the 19th century the rest 
of the world with the exception of China became converts to a gold standard, 
reducing the silver coins to tokens or at any rate restricting silver coinage 
by closing the mints. Then followed the war with its serious consequences; 
the cosfl of lihe war could only be met by the issue of paper money which in 
a large number of countries has now become inconvertible ; America has ab
sorbed enormous quantities of gold which she is not willing to part with; 
and the best minds of Europe to-day are occupied with the task of evolving 
a temporary solution which would enable these countries to tide over this 
crisis to happier times when they could return to the gold standard pure 
and simple. 

The experience gained by the past in the world as a whole endorses a 
verdict in favour of gold as the only substance to be used for money,-a.nd 
the abandonment of silver for standard coins. It seems almost surprising to 
find in a recent handbook on Money (D· H. Robertson in the Cambridge 
Economic Handbooks) an argument against the use of 'gold as standard 
money based on the consideration that its use has not secured absolute 
stability of purchasing power. Nobody ever s~riously suggests that such 
absolute stability is practicable, however desirable ; and one can only under
stand the drift of the argument when he realises the practical bankruptcy 
of the Western countries and the frantic demand for gold which has practi
cally disappeared. But this aparli, economic thought and economic practice 
as illustrated by the monetary systems or all civilised countries before the 
outbreak of war alike recognised the principle that the only satisfactory 
system of currency is one that rests on a gold basis-in other words an 
efiective gold- standard. Such a system involves in the first place that all 
values are to be measured in terms of a standard unit of gold defin!ld by 
law, and that all oth~r media of exchange which are simultaneously em
ploved in the shape of token coins, paper money, cheques, bills of exchange 
and the rest, are ultimately convertible into the st&.ndard coin ; convertibi
lity ofall substitutes into the atandard coins, requires free and open mints 
and a reserve of gold readily available . for co_~yerting paper into the stand
ard currency for internal purposes and for shipment abroad in Calle of e:x
ternalliabilites. A gold standard system does not necessarily involve only 
the use of gold coins for commercial transactions-the use of token coins and 
commercial paper mon~y has long been familiar,· and they have been known 
to circulate at their face value under wise limitations as to issue. An orga
niased sy~>tem of banking economises the use of gold for the purposes of 
of internal currenc1 even to a greater eJ~;tent than token coins and paper 
monev. 
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Thus after centuries the civilised world has evolved. A system of cur• 
renoy resting on ultimate-and immediate convertibility of all media of ex· 
change into gold as the only instrument of securing relati-ve stability of values. 
Thus Mr. Harold Cox writing in the Edinburgh Review in 1923 with regard 
to England observes:_" What we aim at is some measure of value which the 
whole worlJ accepts and which is free from the dangers of political chicaner_y. 
Such a measure is provided by gold. In the first place the intrinBic merits 
of this wonderful metal are appreciated by practically the whole world; 
in the second place the amount of it available for use cannot i.-e rapidly 
varied as to alter to any serious extent the world's estimate of its value. 
The important consideration is that the value of gold can only [change 
very slowly because of the great volume available .for use and because of 
the muWtude of varying usas to which gold can be put, Consequently 
prices measured in gold can _only vary slightly over a considerable period 
o' years. This means tha.t for most purposes of.:buPiness rgold· prices ·are 
effect.vely stable". So also J. M. Keynes writing in the JJfanchester Guar· 
dian Reconstruction number in April 1922 observes. "The foreign ex
changes compare in the value the money of one country with that of oth~rs. 
'l'hus their fluctua.tions nee Jssarily affect merchants who buy in one place 
and sell elsewhere. To eu9Ure inva.riabili ty is the problem of sta.bilisat ion. 
Hitherto only one good solution has been fou-td, a world· wide gold standard. 
I see no other solution of stabilisation practicable now, except this tradi· 
ti•ma.l!!olutbu·namely a gold standar1J in as many countries as poesible ". 
Ewn under the abnormal condiLions created by the war with an absolute 
scarcity of gold for the p nposes of internal currency, whel) ec_o~omists urge 
the desirability of gold exchange standard with inconvertible paper for internal 
purposes, such a proposal is rega.reded as a temporary expedient to tide over 
a critical period. Thus •• a metallic standard can afford no guarantee of the 
preservation of a fixed monetary unit. The variation known as the Gold 
Exchange sy tern, useful inasmuch as it diminishes the volume of gold in 
current use, is even less able than the unmodified &tandard to guarantee the 
constan~tY· of the monetary unit'', (8. A. V. Stuart,_Ecollomic Journal, 
1 \J23, p: 1-19). So al~o another of our authorities: "Whatever may be said 
from a theoretical point of view against gold as a standard of value it seems 
prettey sure that _most countries look forward to the restoration of a gold 
standard ani lhe resumption of gold payments as the real rescue from the 
hopeless muddle of the present monetny system. We must reckon with 
this desire as a ma.tter of fact•' (The World's Monetary Problam, p. 78, 
Gustav Cassel). To quote the Cunliffe Committee,'' we have found nothing 
in the experiences of the war to falsify tht~ lessons of previous experience 
that the adoption of a currency not convertible at will into gold or other 
exportable coi.t is likely in practice t() lecod t() over-isme and so to destroy 
the measure exchangeable value aod cause a general rise in all prices and an 
adverse movement in the foreign excha.ogea." 

13 
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In the light of these· general principlea let us now survey the currency 
policy of the Government of India. The linking together of the constitue~t 
units of the world by tie3 of international traie has forced upon every 
country a racllg11itio1 of th~ fa.o~ tha.~ S~!l.bility of the price-level depe~ds not 
merely up'>n the purchasing p()Wdr of the monetary unit within the country 
. but also upon the rates of exchange between the monetary unit of one country 
and the unit! of other countries with which it has commercial rtJlations. 
India hai a gold standard and a gold currency in the p1st, whiah w LS re· 
placed by a silver standard and currency by the East India Company in the 

·first half of the nineteenth century. The violent fluctuations which followed 
· in the purchasing power of silver in the sec()ad h!!.lf of the century led the 
Government of India. in 1893 to clo3e the mints to the free coinage of silver, 
with the distinct understanding that this was to be temporary measure with 
a view to finally adopting a gold standard. When after five years in 1898 
the exchange rose to 1s-4d as contemplated in 1893, on the recomendations of 
the Flower CJn nittae tile uvarei~n w.u m \ la le~.t.l ~en lH in [a li1, wiliu ' 
the d~precia.tei silver coins in circuhti()n:l a9 unlimited leg\1 tealer; tlie ; 

· Government of Indi<~. undertook to pay upee3 in ex}hange for gold, but noll 
gold in ex:cha.1ge for rup3es. ThP. gold which the countrrgot was exchanged 
for silver, an·i the Governmant taking advantage of the sitllatton began the 
recoinage of the depreciated silver practically inconvertible fiat money, the 
profitg being accumulated in gold in Londo~ as the gold standard reserve. 
[['he only logical outcome of the reaommendations of the Herschell and Fowler 
Commissions should have been the utilisation of the gold in India for the 
building up of a good reserve in the country with a free and open mint for 
the coinage of sovereigns. The primary fuaction of a sound monetary system 
is to seaure stability ia the purchasing power of the monetary unit; silver 
was abandoned in 1893 with a view to the ultimate introduction of a gold 
standard. The gold stan iard requires a mint for the free coinage of gold. 
Insteal of this the Government of India sought and succceedad in intro· 
ducing an artificial m<lnetary unit whose face value was greater than its 
intrinsic value, thus reducing at a single stroke the sa.vings of the masses 
by 40 p. c. and a measllrd which was intended to seoure stability in 
price·level in reality brought abaut a violent disturbance in the price-level 
till it gradually a lj us ted its~ If to new conditions aft~r a number of year:~. 

The G11ld Ex lh<inga .::ltaud<~.r.i thui iutro.illce.la.ter l.~H wa:~ specially inten
ded to sacurestability in the rate of exchange. To defend the Gov.:rnmtlnt 
of India policy on any other groan 1 is to admit that the interests of India 
were intenled to be sazrificed to the interests of British merchants and 
capitali3ts. But if one fact stands out m()re saliently than any other in the 
history of the currency experiments in India it is this that the r~~ote of ex
' hange cannot be stabiliseJ b,r Government regulations and manipul~~otions. 

The only reasonable method of securing relative stability iu foreign 
exchanges is the introduction of a sound monetary unit deliued by law, 
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with o.n ample reserve of metallic money or bullion to secure convertibility 
for internal purposes and the flow of metal to and fro in settlement of inter
national obli~ations. In no other country in the civilised world to-day do 
we find a deliberate attempt by Government to interfere by legislation and 
executive measures with the free movement of the precious metals. 

Sta.bil'Lty in the rate of exchange could have been more easily secured 
by the introduction of a gold currency ieaving banks and financing institu .. 
tiona to look after the settlement of international obligations, Instead of 

this, the Government of India finding itself in a position to make huge pro
fits on the coinage of silver went on coining huge amounts of a depreciated 
coin, and building up a gold reserve which it kept in England for the osten
sible purpose of stabilising exchange but in reality for building up credit 
for English enterprise and commerical development. For the last thirty 
years practically the gold that should have come to India in settlement of 
the international claims has been artificially prevented from flowing through 
its channel of trade by the Secretary of State's sale of Council Bills over 
and above his normal requirements, thus compelling the people of India to 
accept payment in a depreciatcd.currency. 

Two courses were conceivable in 1893 when the Government of India 
entered upon its currency Policy. India might have retained her silver 
currency with a fluctuating exchange rate left to itself; this mighll have 
meant some disturbances in the purchaeing power of the monetary unit and 
some restr1ct10n in the expansion of her foreign i trade ~; but it 
would have secured an hones~ currency anJ as ~her exports were 
and are more or less indispensible to the indostrialised Western 
Nations she would have continued to receive in her own honest currency 
with a low rate of exchange amounts indefintely larger than she did receive 
with an artificially propped high rate of exchange. The other and the bet
ter alternative was the substitution of a gold standard with a gold mint 
making the silver coin a token coin and leaving her foreign exchanges to 
tltems~lves to be settled by banking and financ~. The Gold Exchange Sta.n· 
dard has created an inconvertible token coin forced into currency by~the law, 
with tl'le· tempta.tion to over·i&sue-anoi this temptation has been too great to 
be resisted ; the resulting profits instead of bein~ kept in gold in India have 
been kept in London to finance British commerce and immense sums have 
been disastrously fritt~red away by being locked up in securities that depri
cia.tcl. The war violently shook all calculation of financiers ; the_ solemnly 
fixed ratio of l3~4d, intended to~ be, a guarantee of Government intentions to 
give a stable measure of international values, was altered to 2 shillings : if 
this measure couldlex:ercise any infiuence; on the price-level it~ could have 
meant only a violent disturbance of that level-the very thingJthat Govern
ment professed to avoid by its currency policy. And now on the top of this 
~e ~~ve th~ecen~ansfer of the gold in th~_Paper. Curr~ncy Reserve • 
from Iudta to London ; at a time when every country in the world is 
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clamouring for gold, India is the only country which is to be forced to part 
with its gold, because she is supposed to have no use for it and because the 
foreign rulers have a use for it. 

It is this policy in its entirety that Sir Baeil Blackett endeavours to 
defend in the name of sound economic principles. Sir Basil professes to be 
a whole-hearted admirer of "The Gold Exchange Standard" and contends 
that India's currency policy ia in a line with that which the Western coun
tries are adopting in .view of the scarcity of gold. He observes. " The goal 
towards which we are all working is of course a gold standard. England is 
doing the same. A gold standard does not by any means necnssarily means 
a gold currency." This is an exceedingly misleadin·g statement. If all 
that is meant by this statement is that in countries with a gold 
standard gold in actual currency should be economised by the use 
of paper money and chequse and other· substitutes, undoubtedly 
it is true. But India is as far away from it to-day as she' was 
in 1893. But if it is intended to convey that a country can nave a gold 
standaJd and yet find its internal currency inconvertible, than no economist 
will ever accept such a system as a gold standard, yo11 might as well call it a 
copper or a paper standard. The one test of a gold standard is the CO!lVet"· 

tibility of all substitutes into gold; and Sir Basil Blackett himself acknow .. 
iedges this by calling his system a Gold Exchange Standard. Sir Basil 
supports his defence of this systl!m by three authorites. The first is that of 
Plato who in his ideal city is content to have currency notes stamped ou 
leather for internal purposes. The second authority is that of Keynes who 
also fights against a phantom 9f his own creation when he suggests that we 
mean by a gold standard oile in:;·which gold is "the important medium of 
exchange.'' " The currency 'problem of each country" says Mr. Keynes is" to 
to insure that they shall run no risk of being unable to put their hands on 
international currency when they need it, and waste as small a proportion 
of their resources on holding and actual gold as is compatible with \his.'' 

It is evident we are not all of us ideal citizens living under an ideal 
government; our Rulers we know to have imbibed the traditions of shop
keepers; and we can freely accept a piece of paper only when we are confi
dent of its immediate convertibility into gold. Our rupee is a token coh 
which we cannot convert into gold; and when-~the Government coins rupees 
it is forcing inconvertible paper into circulation. But even assuming Mr. 
Keynes' conttntion to be valid, we have two considerations to 
urge./ In the first place, · as we have already observed, the Gold 
Exchange Stande.rd is only a temporary measure to which the 
European countries are forced to resort after the war to meet an abnormal 
situation. The Western countries need gold for purchase of raw materials 
and food; ancl they may well be forced to justify their inconvertible paper 
money as a scientific system of currency with a view to using the little gold 
they possess for settlement of international indebtedness. But why should 



a policy which is professedly a temporary measure for starving countries be 
preached as an idea I for India which on account of its favourable and adva~
tageous p011ition can always compel foreigners to pay her in gold 1 From year 
to year India possesses a favourable, balance the industrialised West needs 
her food stuff and her raw materials; India can insist on being paid in 
gold under power of self·determaination. She can, if she is not prevented by 
her rulers, have not only gold enough to be solvent tn international relations in 
case of an adverse balance but gold enough for all her internal requirements, 
with a gold standard and immediate convertibility. ·A policy avowedly 
forced upon a reluctant Europe as a pis aller is lauded as a scientific system 
worth imitating for India I But even -assuming Mr. Keynes' contention to be 
correct, are we in India under the present Gold Exchange Standard sure 
that we are able to put our hands on international currency when we need. 
it 1 The only way in which this could be effected is to leave the movement 
of the prt-cious metal alone, or if Government is to help, the only method 
is to offer gold through the Treasury Offices or the banks for shipment when 
it is wanted. Instead of this, the gold to which India is entitled by her 
favoural:lle balance is diverted to London, invested in sterling securities or 
kept as cash balanec to strengthen the gold reserve which ultimately finances 
English industries and English commerce to the sacrifice of Indian 
industries. · 

Sir Basil quotes in his support the resolutions of the Currency Com
mittee of the Genoa Conference. The Gold Standard for the European 
nations in the immediate future cannot indeed be the gold standard of earlier 
days. 

The European nations have not gold to finance their internal needs; 
enormous issues of paper money have brought about depreciation of 
currencies in terms of gold, and even of gold in terms of co~modities ; 
fluctuations in foreign exchanges have hampered trade, and a return to the 
gold standard of old seems out of question for some time to come. U by 
concerted action on the part of all the nations including the enemies and the 
dependenqies of the Allies as well as of America who is holding aloof the world's 
stock of gold could be distributed according to the requ1rements of each 
country, or an international loan arranged for financing the produce, India 
could rightly be asked to share in an equitable arrangement of this kind ; 

. but when America will not part with her gold, when the enemy countries 
are strangled to death in the foolish desire to exact reparations, when even 
the Allies are jealous of one another's aims, to call on India to accede to an 
arrangement by which her gold could be utilised for English intere~ts and to 
call this a system which the genius of English Finance Memberlil invented to 
light the European World out of its present economic muddle is to add 
insult to injury so far as India is concerned. 

There 'is nothing so tragio in the entire history of British Rule in India 
ae the light-hearted and reckless manner in which her currency system has 
been dabbled with by her foreign rulers since !893. The linking up of India 
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with foreign countries by ties of commerce undoubtedly laid the level of 
prices in India before 1893 open to changes to which $be rate of exchange 
was an index. These changes were due to the violent fluctuations in the 
gold price of silver which was the monetary unit of India ; and the only 
statesmanlike remedy was to bring India into a line with the rest of the 
civilised world by giving her a Gold Standard. The closing of the mints in 
1893 was intended to be the first step towards the adoption of the gold 
standard ; the Act of 1899 declared the sovereign legal tender in India ; the 
Fowler Commission recommended the throwing open of Indian mints to the 
unrestricted coinage of gold. Fresh rupees were not to be coined until the 
proportion of gold in the currency was found to exceed the requirements 
of the public, and profit on the coinage of rupees was to be kept in gold 
as a special reserve. Ali these recommendations remained on paper ; the 
proposal to coin sovereigns in India was shelved ; the gold reserve arising out 
of the profits of silver coinage instead of being kept in India to meet the 
external demands wat; transferred to London ; the gold to which Inilia was 
entitled year to year in settlement of her export trade was prevented from 
flowing to India ; it was urged that from time immemorial India has continual 
ly absorbed the precious metals. If India was entitled to the gold she ~lad 

every right to do with it what she liked. Nobody disputes the right ot'any 
self-governing country to do what it likes with its own precious metals. But 
the difference between America to-day and India is that tbe one is inde
pendent and able to carry out her national policy, the other is dependent 
and at the mercy of her British rulers. If the sovereign does not circulate 
but disappears in India under the British rule it is an index to the fear that 
it will not be available for use when people p!!.rt with it in normal exchange. 
The fact that India will absorb the gold that might otherwise be available 
for use in London has dictated the currency policy of the British rulers. 

There has not been a single instance in the history of the relations 
between an Imperial Government and her subject dependencies to match 
with the currency policy of the British rulers of India in which the interests 
of the dependency have been so deliberately and hopelessly subordinated to 
the interests of the rulers. 

The whole policy of the British rulers in India is, as we have already 
indicated, based on the assumption that the_sole purpose of a currency 
is to secure stability of foreign exchanges. The immense resources in 
the shape of gold that India possesses to-day-both in the Gold Standard 
Reserve and the Paper Currency Reserve-are to be used not for securing 
the internal convertibility of the rupee in gold, butfor stabilising the exchange 
value of the rupee. Nowhere have we seen it asserted as we do in India 
by our finance experts that we are to have gold as a standard without an 
open min,. that our token money is b be inconvertible, and 
yet unlimited legal tender that Government is to be free to issue as much 
of this token money as it pleases because it is unlimited legal tender 
.and that a depriciation of this toke'Jl money for the purposes of internal 



commerce is not vital to the well-being oi the country, and yet this is just 
what we are repeatedly told in India. Sir, Basil Blackett th1ows the state
ment into our face when he tells us that " the re~erve of international 
currency held by the Government of India and banking reserves as well as 
currency reserves; that is, they are intended to be a guarantee of solvency in 
the face of any conceivable balance of indebtedness against us, even if at 
the same time we had to face an internal banking crisis as well." 

It is difficult to realise what economists would have to say if it was 
proposed that in Great Britain the shilling should be unlimited legal tender, 
if there was no mint for the coinage of the gold pound, if the reserves of 
gold instead of being kept in London were kept in Paris or New York, and 
if auch a system was sanctified as an excellent measure intended to stabilise 
the gold price of the silver shilling and to secure the solvency of Great Bri· 
tain in the international market I And yet this would be only half as 
absurd as the present defence of the currency policy of our rulers intended 
to guarantee the solvency of a country which norma!ly claims gold from 
year to year from the rest of the world in return for the food and the raw 
materials that she supplies. 

Sir Basil Blackett in a lofty strain urges in defence of the currency 
policy that" in matters of currency there can be no iireconcilable conflict of 
interests between nations. The advantage of the whole must also be to 
advantage of every part. I cannot admit for example that the questions 
which we have been discussing to-day can be viewed either from an Indian 
or from an English stand point." All this sounds very philosophic. But when 
the world's stock of gold is limited, and every country desires to appropriate 
as great a portion of it as possible, how can one country gain except by 
another country's loss 1 If England and India were equal parties in a large 
federation of nations aiming that an equitable distribution of the world's 
gold resources, such platitudes, as Sir. Basil indulged in might be obviously 
true ; but if India is entitled to a claim on the world's stock of gold of which 
she is indirectly deprived by being given substitutes in the shape of deprecia
ted coins and paper money, it is ridiculous to suggest that there is no con
flict of inte~ests between India and her foreign rulers who profit by such 
manipulations. 

Throughout these thirty years the currency policy of the Government 
of India has been determined by the sin~le idea that the sole object of a 
aound currency is to secure the stability of the exchange value of the rupee 
an eeaumption fundamentally wrong and misleading. Prof. Nicholson rightly 
raises the question : " Does it follow because the stabilJ.ity of the gold price 
of the rupee has been established for the purposes of foreign exchange that 
therefore it may be taken for granted that all other functions of good money 
are fulfilled by the rupee as so • managed'" I It might be truly said that in 
the ardent desire to ata.bilise foreign exchange the Government of India 
ignored completely the fundamental object of every sound system of currency 
Jl&mely that of aecuring 1tability of ~e purchasing power ~f th~ mo~eta7. 
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. unit. Nay it might be even suggested that the country was subjected to 
violent fluctuations in the internal level of prices as a consequence of this 
attempt at stabilising the rupee. And with regard to this one object 
of stabilising the rupee that governed the policy of our rulers in matters 
of curre~cy, we have already seen how disastrously it has been believed 
by "the eaactic course of foreign exchange during critical periods when 
alone its strength could be put to the test. 

And whilst this currency policy after a trial of nearly thirty years 
has failed to secure the main object for which it was brought in to opera
tion, we are further told that this very object stability of foreign ex
changes" As an important facility rather than an essential condition'' 
(Babington Smith Committee's Report), even the ardent apologist of the 
gold exchange standard now concedes this poiut. Mr. Keynes in March 1923 
in reviewing Jevons'" Future of Indian Exchange" observes: ••Prof· Jevons 
over-estimates the advantage of stability in exchange as against stability in 
internal price level in the case of such a country as India.. Stability in the 
internal price level is so superlatively desirable in such· a country as India 
that the fact of having got through the recent cycle with so !5mall fluctua· 
tiona of internal prices is a great deal to be set against the inconvenience 
to merchants engaged in foreign trade from the fluctuations in exchanges." 

. If Keynes is right, and stability in the ~nterval level of prices is super· 
latively desirable the only way to secure this stability is to have a gold 
standard with silver as a token coin, freely convertible into gold. If Sir 
Basil Blackett is preptmd to swear by Keynes, it is surprising that he 
should at the same time defend a Gold Exchange Standard whose one merit 
is to secure stability of foreign exchanges. 

What is still more surprising is to find an eovnomist of the type of 
Keynes seriously urging that the internal price level of a country like India, 
linked to foreign countries by commercialities, should be unaffected by 
fluctuations in foreign exchanges which are an index of fluctuations in 
world prices. We can only account for this as a result of a phsychological 
obsession inhibited by the desire to justify the Gold Exchange Standard 
and the currency manipulations of the Government! of India. 

The defence of the currency policy of the Government by Sir Basil 
Blackett plainly indicates that the Government of India has now made up 
its mind to adhere to the Gold Exchange Standard. Sir Basil observes : 
"Our aim is to reach a Gold Standard for the rupee, just as England's aim 
is to restore the old purity of sterlin5 with gold;" When Sir Basil Blackett 
sptaks of this as a step towards a " gold currency ", he is either unaware 
of the meaniog of the expression that he employs, or he deliberately misleads 
the Indian public by an ambiguous phrase. Behind this defence, we arc 
afraid, the Government of India may have the object of stabilising the 
rupee at a higher rate than ls. 4d. 

Mr. Keynel' acrobatics in the Economic Journal where he criticises Prof, 
Jevons are evidently iDtended to defend a policy of watching the foreign 
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exchanges till a favourably opportumty occurs to stabilise the rupee at a 
rate more favourable to the importers. Rec,ently the old plea that a higher 
rate of exchange is favouuble to India has been strutted forth in official 
circle.s-it is a shadow cast before of coming eveutE. The unwillingness of the 
Government of India to alter the legal ratio which no one takes seriously also 
points to the same object of manipulating the currency with a view to stabi
lising at a higher rate. When finally Sir Basil speaks of reaching " a gold 
standard for the rupee" he is either using a meaningless phrase and talks in 
the air-for the rupee is linked to gold ever since 1899 and has already rea· 
ched ls. 4d. which was the pre-war legal ratio, and which according to Sir 
Basil's own calculations the present reserves are more than sufficient to main· 
tain or he has the clear intention of "reaching " in the near future " gold 
standards" at a higher r<lte and maintaining it at that level with all the re
sources which Government command. And these resources of Government 
are adequate enough for the purpose -with a favour8 ble balance any rate 
of exchange can be reached by a. Government that oan limit tne circulation 
of internal currency and expand it at ito own sweet will. We only desire 
to draw attention to the fact that wnat is feasible to-day may become im
possible of realisation to-morrow ; and if the economb welfare of India de· 
mands a gold standard with an open mint with a subsidiary silver coin, the 
present favourable balance, the present price of silver and the world demand 
for India's food produce and raw materials and the strength of her various 
reserves make up a combination of forces which will never recur in the future 
for realising the objects of a sound monetary system. 

But the ~!Vents of the last few weeks point distinctly to the determina
tion of Government to adhere to their Policy of a " managed " currency and 
as they succeeded in the period between 1893 and 1899 in pushipg up the 
rate of exchange from Is ld which was the natural or market rate of ex· 
change to Is 4d by limiting the supply of currency, so they now seem deter
mined to push up the exchange value of the rupee still further to Is 6d or 
Is Sd or even 2 shillings by managing the supply of currency. Not tha.t we 
suggest o~ advocate a return to the pre-war rate of Ia 4d; what we protest 
again11t is a system of artificial and managed currency such as the Govern
ment of India has adopted eince 1899. The intentions of the Government 
are evidenced in the first pl.ace in the measure recently adopted in connec
tion with the transfer of gold from the Paper Currency Reserve in India to 
London. At a time when with a favourable balance of trade India should 
be receiving gold from month to month the country is being denuded of the 
gold at its disposal, because Government con~iders it superfluous. Thus the 
transfer of gold from India serves indirectly to raise the exchange rate. In 
the ltlOOnd place the old practice of selling Council .Bills over and above the 
requirementd of the Secretary of Stattl and investing the proceeds in .British 
securities-:-the Secr.e~o:y of State has added in this manner within the period 
of a fortn1ght seour1t1es worth ti ctores of Rupeea-has been resumed with 
the return of favourable conditions. The aale of Council BilW meaas a 
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diminutionofthe resources of Government totbate.xtEntin Jrdia l'llhblit
with the Imperial Bank and the consequent stringency in the money marktt-a 
stringency evidenced by an abn'ormally high l:ank rate. Thus at a time wbfn 
with a favourable balance India ought to overflow with the precious metals, 
thu3 helping a credit superstructure to finance trade and industry, we find 
an actual contraction of credit with all ita depressing effects on trade and 
commerce. We had an Industrial Commission for suggesting measures for 
the development of Indian industries and a Fiscal Commission to foster and 
protect nascent Indian enterprise; and a Tariff Board gravely discussing the 
extent of the protection to be given to key industries ; and on the top of it 
all we have currency manipulations which can only have one effect that of 
making all industrial development difficult by the contraction of credit. Even 
in a country with a large credit superstructure the raising of the bank rate 
by one per cent created a clamour in economic circles ; what shall we say about 
the prospects of industry in a country like India with a banking organisation 
far behind that of England if amongst other things the currency measures 
of the Government can within a few weeks compel the banks to raise the 
bank rate from 4 to 7 p. c. Thus the transfer of gold and the sale of Council 
Bills are clear indications of a deliberate attempt at persisting in the policy 
of the past thirty years, which aims at giving the rupee an art ifical exchange 
value, and which has resulted in depriving India of million of worth of gold 
which might have flowed into the country, diffusing prosperity and stimulat
ing her industries. A right or wrong policy in matter of currency and ex
change vitally effects the entire economic life of a country ; and whilst pub
lic opinion is concentrated on the question whether the rate of exchange 
should be }B 4d or 2 shillings the main issue is apt to be lost sight of. The 
primary need of India is the adoption of a sound monetary system; this need 
can be easily met owing to the advantageous position of India in the iuter
national market, our rulers instead of meeting this in a statesman like 
manner have expeiimented with our currency to the sacrifice of our interest 
and this experiment is now &o be continued in the same reckless manner as in 
the past and is to be defended in the name of "sound economics". The 
only .way out of this muddle is the adoption of a gold standard and gold 
currency. 



THE G1LD EXCHANGE STANDARD OF INDIAi 
(Pre-war period). 

BY MR. T. J. KuM.&BASW.&m. 

The term gold exchange standard denotes a standard of currency based 
upon gold, but composed of substitutes for gold coin!! for internal circulation 
both being tmlimited legal tender and mutually Hchangeable at a rate per
manently fixed as gold value of the substitute. Mutual exchangeability and 
ready convert.bility from one to the other are highly indispensable to the 
successful working of this system. A _system providing only for the issue of 
substitutes for gold but not for that of gold for substitutes providesfor no 
exchange betwe~n the two, but only for a transfer of tokens for gold. 

The issue of substitutes and their convertibility into gold should be 
free and easy else there will not be that automatie response on the part of 
supply to the demand for currency. If the substitute is manufactured from 
another precious metal which if occasionally subjected to violent fluctuations 
in value the issue as well as the convertibility of the substitutes will be ren· 
dered difficult. Even under ordinary circumstances convertibility will he 
rendered difficult not only by the usual loss in value that may result by 
selling the coin as bullion but also by a sudden fall in the price of the metal 
itself which is likely to occur if a large quantity of it is suddenly thrown up
on the market. Inconvertibility during crise~ means chaos and national 
bankruptcy. It is highly disastrous to the industrial prosperity of the 
couatry. 

In a period of rapid industrial progres3 though the evil effects of in· 
covertibility may be negatived to a good extent by the favourable balance 
of trade yet it is liable to brinJ about inflation as the issue of substit;utet is 
not regulated by a free mint but by governmental agencies which in busy 
seasons could increase the tokens but could not provide an outlet for them in 
slack seasons. 

Neces'lity is the mother of invention. A gold exchange standard was 
thought of 'by Ricardo at a time when gold was at a premium. It was not 
given effect to in England itself as gold became abundant soon aher due to 
the fresh discoveries of gold mine!! and increased production of that metal. 

Countries having large stocks of silver in their currencies and not hav· 
ing a very favourable balancco of tude have adoptel the standard a<:~ a 
transitional measure as a link between silver mono-metallism and gold 
mono-metallism, or between bi-metallism and monomet1llism. A precrous 
metal different from the standard cannot se"e as an unlimited legal tender 
permanently as a substitute for reasons given above. Many of these c ,un
tries which adopted a gold exchange standard adopted a costly substitute 
in the form of silver coins. Many of them except; India provided (or a mutual 
exchangeability between gold and the substitutes. Mexico when adoptrng 
the Standard got the sanction of her legislature to a provision to adopt ~;he 
pure gold ,;t~~ond~~ord itself in case of a risd in ~;he gold price of silver as it wa• 
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thought that any other measure as an alteration of the ratios of exchange 
between the gold coins and the substitutes would result in an exchange 
debacle and a financial crisis of th'e worst magnitude. 

it is a misnomer to call the Indian shndard of the post 1893-98 period 
as a gold exchange standard. It did not provide for the mutual exchange
ability between the standard and the substitutes, i.e. gold and rupees. Rupees 
were printed on silver and paper. The paper rupees were convertible into 
silver rupees which curiously enough were continued to be minted on a tola 
of silver eleven-twelfths fine even though the rupee was made to signify 
a gold coin representing one-fifteenth of the pure gold contents of a sovereign, 
i.e. 7.53344 pure grains of gold, according to the Indian coinage and paper 
currency a~t of 1899. The Rupees were not convertible . into gold. Thus it 
will be s~en that the substitutes printed on paper and silver were incovertible 
into the standard money. The so-called convertibility of the paper currency 
was no convertibility at all. The paper money was like the silver certificates 
and the rupees printed on silver, were like the silver dollare of U.S. A. in 
the 19th century, legally on a parity with gold as a legal tender but not 
convertible into gold. These silver dollars and silver certificates were at a 
small premium as compared with silver bullion but at a- great discount 
compared with the gold dollars due to the faith of the people in their govern
ment and to the fear they entertained about the full, redemption of those 
substitues in gold, The faith gava the premium and the fear brought about 
the discount. That was so even in such a civilised country as U. S. A. 

The only powt of resemblance between a gold exchange standard and 
that which went by that name in our country is that substltu tes were 
provided fo~ gold coins. Our system di11ers fundamentally from the one 
contemplat~d by a gold exchange standard as ours does not provide for the 
mutual exchangeability and for an easy and ready issue and convertibility 
of the substitutes. ·Moreover, our substitutes besides being costly are p~·inted 
on a metal which we have got in such a quantity in our country that any 
sudden attempt to throw them on the country as bullion is likely to bring 
down its price seriqusly. 

Another serious defect is that the issue of currency has been 
left to. the Secretary of State who by his sales of Council Bills in busy 
seasons went on adding to the stock of currency without providing an 
outlet for it in. the slack seasons. The Government revenue is being col
lected in the busy seasons and it adds to __ the stringency in the money 
market, and to the additional demad for currency in those seasons. The 
Government increases the stock in the slack season by disbursing the rupees 
during that sea~on. Mr. M. De P. Webb in his book on' Advance India' 
states, "without an open mint the manufacture of money depends 
upon the judgment or upon the idioaincracy of some individllal 
or individuals holding office 'under government and with the resuh 
tb.at instead of being automatic in response to the general demands. 
of th~ public the manufacture, or delay in manufacturing, or the 
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non-manufacture of money is liable to be inspired by the private or· 
class requirements of a few influential merchants or big money dealers. Thus 
the foreign exchanges, the current rate of interest and the ge»erallevel of. 
prices may all be influenced by withholding money whim it is badly wanted 
or issuing it in excessive amounts when there is no real widespread demand 
for it. The defects and grave abuses inseparable from state management 
have been so widely recognised that closed state-managed mints have been 
everywhere abandoned long ago". The state-managed currency has resulted 
in an inflation evim in the pre-war period as may be illustrated by the index: 
numbt:rs of pricesruling for India and other co:mtries in 1912 as compared 
with the quinquennium 1890·94, 

INDEX NUMBERS OF PRICES: BASE 1890-94. 

1912. 

Tariff ridden 

India 
England 
France 
Australia 

147 
124 
120 
120 
128 

~
u.s. A. 

Canada 130 
During this period the business in the country improved by 3G9 p. c. 

(Page 446 Shirras on Indian Currency). Thus it will be seen (1) that the 
magnitude of the rise in prices is far greater in India. than in any other 
country, (2) that the currency has been increased by s11ch ~an amount as to 
not only counteract a fall in prices of 73 p. c. which would h·ave happened 
with an incre:ue in business by 369 p. c. but also to bring about an inflation 
of prices by 4 7 p. c. The cumulative effect of the yearly additions to currency 
is bouud to tell upon the industrial prosperity of the country in spite of 
such a rapH increase in the busine93 of the country, Our proverbial favour• 
able balances could not prevent the crisis in 1907 and 1908 which were greatly 
due to such an inflation. And the inflation in the post 1908 period would have 
also maa~ itself felt but for the conditions brought about by the War which 
increased the demand for the Indian commodities by leaps and bounds. 

Another fact about our system is the ignorance of· many about the true 
significance of the rupee. That a post 1899 rupee represented one-fifteenth 
of the pure contents of gold in the sovereign, i.e. 7•53344 grains of pure gold 
bas not been understoo:l by many. They took it to the same old silver coin 
of 180 grains eleven-twelfths fine. i.e. th~y_confused it with the rupes of pre-, 
1893 days, the days of the free mint for silver. The Government and many 
of the members who served on the Babington Smith Committee committed 
the s~rne blunder when they said that they wera not in favour of depreciat• 
ing the silver contents in tile rupee, but tllat they wera for raising the gold 
value of it. Raising the gold value of a stan:la.rd coin means that a coin 
has no stability in value and as such cannot pretend to serve as a stauclar,] 

15 
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for deferred payments and that the measure or value is no longer the 
same. Just as an army cannot be defined as Khaki coats and shorts our rupee 
of the post 1893·98 period can under no circumstances be takE-n to mean 
a silver coin though printed on silver. The fact that silver has no bearing 
upon our currency question· except that it serves as a costly pro-note signi
fying so many grains of gold has not been properly understood as may be 
seen by th':! Secretary of :-I tate's raising the gold value of the rupee when· 
silver prices went up. He wanted that rupees should be kept a9 tokens. He 
did not consider that the rupees were gold coins. 

The alterations'in :the ratios of exchange during the War and in the 
post-war yean has been detrimenta.l to the industrial progress of this country. 
The rai~ing of the value of the rupee from 1s 4d. gold· ta 2s gald is the 
same thing as levying an·_export duty of fifty per cent on commodities and 
giving a premium of 37!% to foreign goode. During the war years the 
Indian exports did not show any appreciable decline because of the abnor
mal rise in prices all round. 'rhe fall in the value of the rupee during the 
recent years is due to the fall in the exports from this country and to an 
increase in our imports brought about by that change in the standard of 
value. It would not hav~ been possible for any Government to alter the 
ratios of exchange in countries whe.re pure mono-metallism reigned without 
also changing the standard of value. Here there has been a change from 1s 
4d, gold to 2s. gold, But this is not obvious· to many as the gold coin is 
printed on silver, 

Could such a system be the ideal of Ricardo 1 
Our salvation lies in the adoption of a pure gald standard without any 

further l\Iendalian experiments in the standards of value. First. we must 
judiciously dispose of the silver (ta-day silver sells 12!d. a tola 17-12-23) 
Secondly we must go back to the old ratio of lB· 4d. gold. Th'rdly, we 
must restrict the unlimited legal tender value of the rupee. We must limit 
it. It should not be a legal tender for more than two soverei11ns Lastly, 
we must not be carried away by the disturbances in the sterling rupee 
exchanges, to raise the gold value, of the rupee. The gold value once fixed 
must be permanent, We must introduce gold coins by purchasing gold from 
the proceeds of the ~:ales of silver coins and from the gold standard reserves. 
And if left to herself, India will get her gold through her rapid progress in 
her industries. By adopting such measures India will not only tide over 
the prePent crisis but also become a potent factor in the money markets of 
the world, as potent as England or America of modern days. A stable curre
ncy will stimulate the growth of industries andunder such circumstances na 
one need fear that gold will not be put to its proper use. 



EXCISE POLICY IN SOUTH INDIA. 
BY DR. JoHN MATTBAI, l\IAnRAS • 

. The excise policy of the Government of Madras has come in for a great 
deal of criticism in recent years, mainly on the ground that the revenue 
derived from liquor has shown a very large increase and is now neatly a third 
of the total revenues of the presidency. In 1910·11 the total excise revenue 
WM 26 30 lakhs of rupees while in 1920·21 it stood as high as 543'57 lakhs. 
Advocates of temperance have pointed to this increase as an indication that 
the drink habit has increased under the present excise policy. Since the 
introduction of the Reform Scheme .of Government, Excise has become a 
transferred subject and public opinion in consequence is demanding a change 
of policy with a view to a stricter enforcement of temperance among the 
population. 

In view of the exaggerated and misleading statements which have been 
made by the more ardent advocates of temperance, it is necessary to point 
out that the figures while showing a very large increase in revenue do not 
sh·ow any perceptible increase in consumption. With regard to the two chief 
kinds of drink resorted to in the Ma1ras Presidenoy, viz., arrack and toddy, 
the fig11res of consumption show that the aggregate quantity consumed has 
remained almost stationary since 1910. The quantity of arrack consumed 
in 1910-11 was roughly 1'5 million proof gallons while in 1920·21 it was I-7. 

, If these aggregates are averaged among the total population, the consumption 
per 100 of population io 1910 will be fouod to have been 4·0 proof gallons 
while io 1920·21 it was 4•2. Compared therefore with the increase in revenue 
there has hardly been any increase in coasumption, With regard'to tDddy there, 
are no figures available which offer direct indication of the amount consumed 
13 ut the figures with regard to the number of trees tapped, which give a 
rough indication of consumption, also point to a somewhat stationary con· 
sumption. The number of trees tapped in 1910-11 was 2·1 million while in 
19L0·21 it was 2.2. Since the revenue derived from arrack and toddy consti· 
tute pr_actically the whol.~ of the excise revenue of the presidency, it is safe 
to assume that the statement usually made that the increase of revenue is 
based on a corresponding increase of cons11mption is thoroughly misleading. 
On the other hand, what the figures do show is that the present e.x:cide 
policy has prevented uot merely an increase of the drinking habit but also 
that increase of consumption which would have taken place in consequence 
of the normal increase of population and the increased purcha.siug pawer of 
CDnsiderable sections of the community. 

The real charge against the excise policy of the Government is not that 
it has increased consumption but that it has failed to reduce consumption • 

. The declared po!icy of the 0Dverncnent with regard to excise is that of 
maximum revenue and minimnm cons11mption. The actual results, however, 
show that while the revenue, has pursued an ever increasing maximum, the 
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consumption has stood at a steady and unchanging muumum. In view of 
the increasing demand for temperance measures in other countries and the 
strong and insistent demand which~is now made by public opinion in this 
country in the same direction it is worth while considering whether a change 
is not called for with regard to the attitude of Government towards the liquor 
traffic. 

(rhepresent system af Jiqllor control in the Madras Presidency is what 
is known as the licensing method. Under the licensing system the -chief 
mstruments for controlling the consumption of liquor are (1) the imposition of 
a sufficiently high rate of taxation, and (2) the enforcement of restrictive 
regulations with regard to the conditions under which liquor is sold such as 
the reduction of shops and the regulation of the hours of sale. The taxation 
which is imposed under the Madras licensing system consists partly of a 
fixed duty and partly of a variable duty in the shape of fees for the sale of 
licences. In the case of arrack or country spirit, the fixed duty is levied on 
each gallon of spirit issued from the distillery while the variable duty ia 
realised by the sale of retail licences by annual auction. With regard to 
toddy the fixed duty is levied in the shape of a tax upon every tree tapped, 
while the variable duty, as in the case of arrack, is derived from the sale of 
retail licences by auction. 

It may be noted that the licensing met~od is also the method which 
o~tains in the United Kingdom. The two chief differences between the 
licensing method as employed in England and in the Madras Presidency 
may be stated to be these :-first, in England the fees levied for the right of 
retail sale are fixed and are not determined by auction as in Madras, and 
secondly, in England the greater part of the shops for reta!l sale are under tho 
ownership and control of the manufacturing interests under what is known as 
the Tied House system, whereas in .Madras, a~_complete separation between 
retail interests and manufacturing and wholesale in~erests is insisted upon as 
an es&:ntial part of the Government policy of control. 

The auction method which is the characteristic feature of the Madras 
system has been· objected to on various grounds among whioh may be 
mentioned the following :-(1) that the speculative! bids which are inevitable 

· under the auction method drive licensees to push their saltls to the utmost 
possible extent and at the same time to practise illicit methods of manufacture 
and sale,· (2) that the annual reshuffling of licenses is apt to place the liquor 
trade in the hands of irresponsible persons over whom effective control would 
be difficult to exercise, (3) that the only way of avoiding the above evils is to 
vest large powers of control in the hands of s11bordinate Govemment officials, 
and ( 4) that the interest of the State in the liquor reHnue is likely to be the : 
greater because of the larger share which the State receives of tile profits of the 
liquor business und~r the auction system, 

As against these, it has been often urged! (1) that the rise in retail prices 
which often accompanies increased bids at successive auctions acts as a 
deterrent in regard to consumption, (2) that a syetem. of annual auctions 
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prevents tha' growth of private vested ~terests, which has_ placed such 
enormous difficulties in the path of temperance reform _in. the Uni~ed King~ 
dom, (3) that by leaving the selection of licensees to be determined by auction 
it takes out of the hands of, Government officials a -discretion. which might 
easi.ly be abused, and ~4) that the increase of profits which under a system of 
fixed fees might go into the pockets of private dealers is under the auction 
method largely diverted into the coffers of the State. 

From all the controversy which has taken place over this question of 
auctions against jiud fees, two considerations stand out. The first is that 
under a system. of fixed fees there is no necessary influence, apart from direct 
Government control, which operates to check consumption. The second is that 
under •he auc~ion method while a· steadily increasing price might act as a 
deterrt!nt, the increased interest of the dealer in pu~hing his sales is apt to 
operate in the opposite direction. . 

As possible compromises wh1ch would avoid the recognised evils 
of the two systems have been suggested what are known 
as the surcharge . metb~d and the . rationing method. The surcharge 
method which ,~btains chiefly in l Bengal works on; the following 
lines : Vendors of liq our are selected not by a ucti_on but by the district 
authorities on the advice of Excise Department; the scale of licence feel:l is 
fixed every month on the principle that fees are increased if the .sales of the 
previous month shQW an. increase. _Th~ s.eller is allowed a fixed normal profit; 
on the business. What IS left over IS d1v1ded between the Government; and 
the shop-keeper in such a way that the Government share increases with 
increasing consumption while the vendor's decreases. 

There is no doubt that this method will help to eliminate the speculative 
element from the'sale of liquor while at the same time giving a maximum 
revenue to Government. Bu it does not avoid two of the recognised evils of 
the fixed fee method, viz. the selection of sellers at the discretion of Govern
ment officials ahd-it!l~ possible creation of;.vested interests. Besides, it is 
likely to be attended by a serious practical difficulty. Whether Government 
will get an }ncreasing .share of the profits will depend very largely on the 
extent ~0 which it would be possible to enforce a fixed selling price. The 
whole principle of the method, viz. that with increasing consumption 
Government gets an increasing share and the seller a decreasing share of the 
profits depends necessarily on how far the selling price arrangl'd between the 
Government ~nd the vendor may, be! enforced. This enforcement under the 
conditions of the liquor business in this country~is bound;to present eonsider-
able difficulties. -

The rationing method which has been tried :in Bombay may be des
cribed as follows: The amount of spirit issued to1ieach shop from the dis~ 
tilleries every month is limited to a fixed maximum quantity. The quantity 
issued is based on the issue of the corresponding month in a selected previous 
year. A deductien of a fixed percentage is madeain the current y~ar on the 
corresponding month of the previous; year.. The system a.iro.s at a direc~ 
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reduction by Government of the quantity consumed instead of leaving the 
reduction of consumption to the operation of high prices as in the auction 
method. The chief objection which has been urged agaist this method
and the objection is one which deserves serious consideration-is that the 
quantity issued in the corresponding month of the previous year offers no 
reliable guidance at all with regard to probable consumption during the 
given month in the current year. The consumption of liquor depends upon 
various uncertain factors especially in a country exposed to the fluctuations 
of the seasons and the accidents of epidemics, If there happens therefore 
to be a greater demand in the curretlt year during the particular month, the 
supply issued gets exhausted before the month is out and people either resort 
to illicit practices or in large cities to the purchase of cheap foreign spirits. 

One remedy which has been proposed for this particulur objection is the 
adoption of the system of rationing known as the Bratt system in Sweden 
under which a limit is set to the quantity issued to each person and not merely 
to the quantity isdued to each shop. Every person receives an order book 
through which he may purchase each month a limited quantity of liquor so 
that a record is kept as to (1) the persons to whom liquors are sold, (2) how 
much is sold, and (3) how often sales are made to any one person. The system 
sounds well in theory; but from all accounts it has hardly been recognised 
aa a success in Sweden since under this system there is nothing to prevent 
people who are not in the habit of drinking from obtaining cards for the 
benefit of others who desire to drink more than the allotted ma.ximum. 

· From the foregoing discuesion of the licensing ·method as practised in 
Madras and modifications of it which have ·been tried in other provinces it 
ia fairly clear that if any substantial reduction of consumption is to be 
achieved it is necessary to consider the employment of other methods. 
There are three methods besides the licensing method which have been tried 
in other countries, (1) Monopoly, (2) Prohibition and (3) Local Option, 

(1) MoMpol!J. The essence of the monopoly method is that the manu· 
facture and sale of liquor are vested as a monopoly in the hands either of a 
governmental authority or of an ad hoo public body or a philanthrophic 
aasociation. The ease of the Vodka monopoly in Russia is an example of 
the first kind of monopoly. The Carlisle experiment in Englaud during the 
War by·which the Central Control Board assumed the monopoly of the 
liquoz trade in specified areas is an example of the second kind of monopoly. 
The third is represented by the well-known __ Gothenburg systell;'o in Norway 
and Sweden. It is doubtful whether any of these forms of monopoly are 
Jikely to aucceed in India. The closet identificati(ln of the State with the 
liquor business and the possibility of the Government acquiring a vested 
interest in the profits of the business in a country where new sources of 
revenue are so difficult to find are serious objections ta the adoption of a 
system of Government monopoiy. Besides, a liquor business owned and 
managed by the State is certain to present enormous opportunities for cor
lllJ>tion te» the subordinate employees of Government and is not therefore, 
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to be thought ol in a country where· there hu always been peeuli&t 
temptation for such corruption, As for a. monopoly held by a ·philanthrophic 
aBBociation, the difficulty is the practical one of fin~ing or organizing an 
association which would combine the necessary public zeal and business 
aptitude. The suggestion may however be made that it is worth while 
making an experiment in some provinces of handing over the sale of liquor 
to one or two do-operative societies of proved efficiency. The story of the 
Bengal Ganja Co-operative Society would seem to show some poBBibility of 
succeu in thia direction. · 

(2). Prohibition. Prohibition is not out of the question at the present 
stage. The social damage done in India by drink, though increasing, cannot 
be held to be so great as 'to call for so drastic a remedy. Criminal offences 
which are traceable to drink are inconsiderable compared· with 'offences 
springing from lust and acquisitiveness. Moreover, a non-industrial civilisa· 
tion does not apparently induce the same appetite for drink or make the same 
demand for moderation in the usa of liquor. The enormous stall that would 
be required for the enforcement of a prohibition law in a country where, as 
has been pointed out," every man can (so to speak) have his own beer tap in 
his own back garden " and the large and sudden dislocation of public finance 
which would follow the enforcement of a policy of general prohibition are 
other considerations which put prohibition for the present out of the range of 
practical politics. 

There is yet another circumstance to be remembered. In a country like 
the United States of America the introduction of a national prohibition law 
has been justified by the most authoritative opinion in the country on the 
ground that it is only by the Government expressing itself in "no uncertain 
terms in favour of prohibition that a sufficiently strong public opinion can 
be created against the drink habit. In India on the other hand both relig .. 
ious sanction and social usage have regarded the drink habit with strong 
disfavour, especially among Brahmans and Muhammadans. the two clasaea 
whose influence counts for most in the country. It is doubtful if a further 
strengthen~ng of public opinion by means of State action is required. 

(3) ·Local Option. We are thus driven to local option as perhaps the 
least unsuitable of the remedies open to us. The main arguments for local 
option are, first, that unlike the licensing method it aims at applying a 
direct check to consumption and secondly that unlike prohibition it aims at 
bringing about not a sudden but a gradual elimination of the drink eviL 
The application of local option is bound to present difficulties in India the 
main difficulty being with regard to the creation of suitable electorates for 
the exercise of the option. Two conditions may be regarded as necessary for 
the effective introduction of local option ; first a sufficient degree of intelli
gence and understanding among the electorate and secondly the inclusion in 
the electorate not necessarily of every adult individual in the area but of 
every important claBB and interest in it. These two conditions are far from 
being preeent in the great majority of the urba.n and rural areas ~ \he 
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Madras Prellidency. But a beginning m.a.y be made in some of the larger and 
more important urban localities where the conditions are likely to be satisfied. 
Even here however there will be difficulty in enforcing a local verdict once 
arrived at, with a public opinion which seldom. recognises the nece~sity of 
assisting positively in the enforcement of its own decisions and with a 
Government departm.~nt which is not likely to be over-sympathetic with an 
experiment the success of which will spell reduced revenues. But these diffi· 
culties must be faced because the failure of local option would mean the im· 
possibility of applying any e:ltective remedy for the problem of drink.. Put 
briefly, the case for local option is this. The licensing method has failed to 
bring about a perceptible reduction in the consumption of alcohol; the more 
drastic remedies such a1 prohibition are obviously impracticable; and there
fore if success can be achieved, it is to local option 'hat we must look for it. 



SOME ASPECTS OF INDIGENOUS BANKING IN 
THE MADRAS PRESIDENCY. 

BY M:a. T. K. DURAISWAMI AIYAR. 

The indigenous Banker fulfils an important role by way of bringing ere
clit facilities within tht> reach of the people of the Presidency. Resides the 
Tmperial Bank and the Exchange Banks the only Indian joint stock banks 
functioning on western lines are the Indian Bank and the Central Bank of 
India. The Imperial Bank has at present 32 branches is the Madras 
Presidency at important centres and the Indian Bank has only two branches 
while the Central Bank recently took over the branch of the Tata Bank 
which was started a few years back in Madras. 

The Exchange banks are concerned only with the financing of foreign sea
borne trade and consequently the indigenous banker has to play a large 
part in financing agriculture, industry, and internal trade. 

The Chamberlain Commission tried to find the answer to the question of 
the relation between the European money market in India and the indi
genous money market. It may be said that western or modern methods of 
banking are making headway in the Presidency though the rate of progre88 
is far from satisfactory. The connection therefore between the indigenous 
banker and the modern joint stock bank in the Presidency is becoming more 
and more intimate. 

According to English Banking tradition the term banker cannot be 
applied in the strict sense of the term to the indigenous banker. It was a 
for~er Governor of the Bank of England who said that the first thing a 
banker should know is the distinction between a note and a mortgage, 
and anybody who lent funds on mortgage is not a banker. Banking on the 
continent of Europe has not followed the rigid lines of distinction between 
commt>rcial banking and other kinds, of banking business. We need not there· 
fore make any apology !or calling the indigenous banker as such, who does 
much business which a commercial bank will not touch. He finances 
agriculture· as well as trade and commerce. The demand for credit on the 
part of the peasant arises in connection with the growing of crops, the 

. digging of wells, the buying of cattle, the paying of kist and the performing 
of ceremonies. The whole sale and the ret.ail traders have to be financed and 
the movement of produce over the country requirfs funds. Besides the 
l\Iarwaris who have their establishments in the big towns of the Madras 
Pre~idenoy and whose methoda of conducting their business are the same as 
those their eastern en follow in other parts of India, there is a class called the 
Nattukottai Chetties who are indigenous to the Madras Presidency. 

They belong to the Madura and Ramanad districts of the Madra1 
Presidency and they are a very enterpriBing cldss. The benefits of settled 
adwini11tration in the Madras Presidency contributed much to their well-being 
and with the opening up of Burma which constitutes a magoificent field for 
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their exploibtion their prosperity advanced rapidly. As a clas'5 they are 
very pious and they have spent considerable sums in renovating and r~pairing 
many a temple in Southern India. They have not yet taken to the joint 
stock method of banking and there is a prevalent feeling among them that 
their methods are very profitable and mGst SJ.tisfactGry. 

Individual fortunes of the magnitude that i~ the fe:lture of Bombay or 
Calcutta are conspicuous by their absence in the Madras Presidency which 
is predominantly agriculturaL Let us see what the resources are of a normal 
Nattukottai banker. Firstly that which is of greatest importance is his own 
capital. What marks off primarily such a banker from a joint stock bank ia 
the high proportion of his own capital to the total resources which he employs 
in his business. Second in importance to hi!' capital are the deposita that the 
banker takes from the public. The public can open current accounts with 
him. On an examination of the balance sheet of some of the bankers it was 
found that the deposits in most cases were nearly equal to the capital. The 
proportion of the deposits to the capital however depends on the standing of 
the Chetti firm and even in the best of cases the proportion~ is nothing like 
that of a joint stock bank. It is the professional olass!ls mainly lawyers, 
retired officials, and some land-holders who happen to have spare money that 
keep such depo11its. Besides, there are many belonging to the Ohetti 
community, especially women, who have in many cases large funds and who 
are not in a position to do banking business themselves, and who therefore 
keep their money with a Chetti firm on current account or on depJsit subject 
to notice. The community whose traditio!l&l pursuit is banking . does not 
look with favour on agricultural investment and thus no inconsiderable sums 
of money belonging to members of the community especially ladies are on 
depo11it with those of them doing banking business. 

Thirdly, a large. part of the working capital consists of the overdrafts 
allowed by the joint stock banks primarily the Imperial Bank. With the 
enlarged resources which the Imperial Bank now has at its disposal this 
source of working capital has come to be of increasing importance for the 
Chetti. He discounts Hundis of merchants and traders and these Hundis 
a[e rediscounted at the Imperial Bank and thus the Chetti puts himseU in 
possession of funds. In effect the Ohetti is a middleman between the · 
joint stock bank and the multitude of small traders and merchants. 

A fourth source for the Chetti in Madras is the short loans he raises from 
some Multani bankers who have settled down in what is called the Mint Street 
in ·the city of Madras. The report in Madras is that 'these Multani bankers 
have connections all over India unlike the N attukotta.i Chetties and they come 
into possession of larger funds which reach them mainly from the Bombay 
side. It is only a~ a last resort that it ill said that the Chetti resort11 to the 
Marwari. His standing with the joint stock banks which grants him over
drafts will be prejudicially affected if it is known that he resorts to the Mar
waris in addition to utilising the overdrafts at the banks. 

h is however a very common event for the Ohetti to borrow from the 
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other Chetti es doiDg baD king busiiJe~s. The loa Ill' flU hl fll o.Jy fu t hit 
periods and the rate of interest charged is the ' rate current ' which will 
be described below. A Ohetti doing banking business_ will borrow only. at 
the risk of his reputation from a brother Chetti at a rate higher than the 
• rate cunent.' 

Having described the way in which the Ohetti comes by his working 
capital, let us see how he employs his funds. The Chetti firms doing banking 
business are to ·be found in most of the towns of the Madras Presidency and 
one of the causes of the success o{ the Chetti is that he is prepared to open a 
branch even in a small locality with a population of 6,000 or 7,000 in
habitants provided business of a sortie available. He is in close touch with 
the agriculturist and since he is prepared to advance money on pronotes 
without subjecting the borrower to much formality his firm is resorted to 
inspite of the rate of interest being fairly high. The rate of interest depends 
on the standing of the borrower and the urgency of his needs. The elasticity 
of Chetti business forms at once its strength and ina weaKness. There is 
not much of formality, no elaborate filling up of forms and not much of 
publicity; he is prepared to advance loans for short period or a long period, 
and he takes the risk of advancing money Go people of doubtful repaying 
capacity charging however a very high rate of interest, as much as 313 p. c. 
in some cases.· A Chetti banker if he is a rich and enterprising ·person has 
branches in different parts of the Presidency. The accounts are kept in 
Tamil and the method of keeping accounts is scientific. The success of the 

class is due to the fact that they are excellent businessmen and that they 
inspire confidence. The rates that they charge in discounting Hundis and 

the ratu that they pay on current account are determined with" reference to 
what is called the 'rate current.' The 'rate current' as it is called is fixed 
for each Tamil month on the 16th of that month and is expressed in terms 
of so many annas Io annas or 11 annas or 12 annas per Rs. 100 per month 
as the case may be. The rates current for 1920-21, 1921-22, and 1922-23 
are given below:-

1920-21 1921-22 1922-23. 
R. A. P. R. A. P. R. A. P. 

April 16th to May 15 1 0 0 0 15 0 I 0 0 
May .. June .. 1 0 0 0 12 6 0 15 0 
June .. July .. ... 0 15 9 0 10 3 0 18 3 
July •• August 

" 0 12 6 0 8 6 0 II 8 
August ., September .. 0 13 6 0 8 3 () 10 3 
September ,, October .. 0 13 6 0 9 6 0 10 0 
October , November .. 0 14: 0 0 9 6 0 9 6 
November ,. December .. 0 is 6 0 10 6 0 10 6 
December ., January .. 0 15 6 0 13 6 0 12 6 
January ., February .. 1 0 0 0 15 6 0 15 6 
February ,. March .. 1 0 0 1 0 0 1 0 0 
lla:cb ,. April .. 1 0 0 l (J 0 1 0 Q 



Those who ke'p money on Ctlrrent account a.re paid l anna, or 1 anna 
6 pies, or two annas le3s than the rate current per month on their deposits, 
The amount of deducthn from the ' rate current' depends on "the customer, 
the extent of his deposits and the intimacy of the relations between the cus· 
tomer and the banker. Anybody keeping money on current account 
will be paid the amount when he wants to withdraw it, and the repu• 
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tation of a. Chetti will disappear if he places obstacles in the way of the 
depositor. Hundis will be discounted by the Ohetties at the rate current 

.. or
1
half a~ua above the rate or one :anna above it as the case may be ac

cording to the standing of the Hundi. When loans are made to approved 
borrowers for short terms interest is charged at 2 annas or 4 annas or 6 
am1as per month more than the 'rate current' for the month. There is 
co.nsiderable variety in the terms on which loans are made to borrowers. 
Retail traders, rice-mill owners, and owners of cotton ginning presses, are 
frequent borrowers from Chetties. When agriculturists borrow for short 
terms" or a long tenU:, loans are made at rates varying from 15 p. c. to 
24 p. c. or 30 p. c. per annum. Chetties of late have been complaining tha.t 

' their business has ceased to be profitable in the Madras Presidency at pre· 
sent. Th~y ascribe the cau~e to the decreasing sens~ of honour and probity of 
the borrowers. Though it must be confessed that· modern conditions in the 
absence of a widespread and sound system of tlementary education have 
worked havoc in the moral realm in the villages, it must be said that the 
main ·cause of the unprofitable ness of Chetti banking in various places in the 

. Madras Presidency nowadays is due to the influence of the eo operative sallie
ties in having brought down the rate of interest, The bulk of· the funds of 
the Chetties are 'employed therefore in Burma., Straits Settlements, and 
Ceylon. Those are the blessed regions of a very high rate of interest. Im
portant Chetti firms have branches in Rangoon, Madras, and other places 
in the Madras Presidency and Burma. Singapore, that great entrepot of the 
East contains a number of branchES of Chetti firms. In financing 
the rice trade of Burma, Chetti firms play an important part. From 
December to May the rate of interest that rules in Madras is very high, 

· Th~t is the period during which the crops have to be moved, 
Tb~ important crops of the Madras Presidency in moving which much funds 
ar~ employed a~e rice, groundnut, and e~~ton, These crops come on the 
market in January, February, March, and April. The importance of these 
cro.ps ~ill be realised when it is seen that in 1919·20 11.5 million acres were 

·sown with paddy, 1.1 million acres were under groundnut and 2.3 million 
acres under cotton. The value involved respectively according to the com
putation of Dr. Slater was 1J,7 erores of rupees, 13.5 crores, and 8.7 erores. 
1' is. during the above mentioned months that the land revenue has to be 
paid in. Madras being much more agricultural than Bombay, Bihar and 
Orissa, and Bengal, the preSBure on the money market during the period is 

·felt more sev~rely. The owners of rice mills of which there are very large 
'pu~ber in th~ dinrioia of Kiatna, Guntur, and Tanjore, buy up paddy in the 
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beginning of the eeaeo n and store it. The Nattukottai Chettia' funds are 
employed in financing these purchases, As has already been pointed out 
the Chettiea form in most cases the middlemen between the Imperial Bank 
and the traders employed in moving the crops. The Imperial Bank directly 
also makes large loans to these rice mill-owners. The" rate current" of 
the Chetties often reaches in February, March, and April Re. 1 per month. 
In this connection it may be mentioned that the Madras Chetti firms have 
agreed that the fluctuations in their rate current or in other words the 
"hazar rate'' should not go beyond Re. 1 a month or "below 8 as. a month. 
It will thus be seen that the Madras Presidency suffers with the rest of India 
in that the trade of the country in_ the busy season is subjected to a handicap 
of a very high hazar rate, The relation between the hazar rate and the bank 
rate i~ a very interestiug theme of discussion, Mr. Keynes in his book on 
Indian Finance and Currency refers to the divergence that sometimes exish 
between the two rates. Though the divergence is becoming less and less, still 
it exists occasionally. It is due to the fact that the banking sy.stem of the 
country is not yet well articulated and the various limbs of the money market 
have not been co-ordinated as, for example, in England. 'l'he joint stock 
banks and especially the Imperial Bank will have tG show considerably more 
enterprise and more branches will have to be opened in the mofussil before 
the Imperial Bank which is the Bankers' bank in India can dominate the 
money market in the sense that it fixes the rate of discount for the whole 
money market. Besides since tbe Government deposits form a large propor· 
tion of the total deposits of the Imperial Bank any pressure like famine or 
frontier disturbance that induce~ the Government to withdraw deposits from 
the Imperial Bank may lead to the putting up of the banli rate when the 
conditions in the hazar do not justify a high bank rate. 

What seems to standin the way of banking development in the country 
more than any other factor is the absence of a good system of communica
tions between the villages and the towns and universal instructbn iu the 
3 Rs. These conditions will help forward the development of modern bank· 
in!! and it is only then that the agriculturist ani the industrialist in India 
will be in a position to borrow at cheap rates of interest for productive 
purpoaes. The Nattukottai Chetties are i!l the main money-lenders 
and that vital characteri~tio of a commercial bank-the attracting 
of savings in the shape of deposits is not a conspicuous feature 
of Chetti banking. It cannot be denied tha~ branches of powerful banks 
preferably the Imperial Bank working in the centre of a group 
of villages and manned by a sympathetic staff will be the means of 
drawing the savings of the peasants, and developing the habits of 
saving among those wbo have thus far been strangers to it. The 
evidence of Sir Bernard Hunter before the Industrial Commission 

· was to the effect that the Madras Presidency Bank was unable to start 
. more branches on account of lack of adequate resources. Such a complaint will 
no longer exist if t.he Imperial Bank is in a position to start branch banking 



on an adventurous scale. It is often said that branchES ue VeJy rcstly fo 
maintain. The argument that is advanced in favour of infant industries 
being protected holds good in the case of branch banking in India. In course 
of time deposits will come when the working of bran}hes will be profitable. 
And more than that, means will be found to finance agriculture, industry and 
commerce at a slow a rate of intrest as obtains in the advanced countries of 
the world. Besides establishment charges will have to be reduced and 
suitable Indians on a larj!e scale will have to be trained for work in banks. 
Tears shed over the large import of gold and silver into India will be of 
no avail unless the leaders of publio opinion and the Government co-operate 
in the matter of creating conditions in which banking development will be 
a success. 

The Nattukottai Chetties are excellent businessmen and are noted for 
their probity and power of organization. But they have not taken kindly 
to modern education largely on account of the justifiable feeling that it does 
not help them to make money which is nearest their heart. It is the experience 
in other partR of India that partly on account of lack of business habits and a 
seDBe of responsibility on the part of directors many banks have failed. If 
Nattukottsi Chetties take the lead in the matters of joint stock banking 

. their business habits and sense of honesty will be an asset by way of making 
banking development a success. 'Ihey are great believers in the traditional 
me&hods of carrying on business. Those in charge of modern commercial 
education will be placing tbe country under a great obligation. if they 
succeed in inducing the boys of the Nattukottai community to take 

. advantage of that education. 
Chetti business as has been already pointed out takes on a variety of 

forms. There is a particular kind of business called ' adathi' which may be 
illustrated as follows :- X has a firm in Rangoon. Y has one at Singapore. 
X andY enter into an agreement under which X should finance Y's firm at 
Singapore up to a limit. Y is entitled to repay the amount he draws from 
X at any time he chases. Y pays X either a commission ranging from 1 to 
2 annas on every Rs. 100 of the sum drawn from X or a fixed remuneration 
exclusive of the interest at the rate current. This is one system of 'adathi '. 
:rhere ia another system under which Y may not have any firm at any place. 
But he may invut a certain sum in X's fizm at Rangoon and ask X to carry 
on money-lending business in his name at Rangoon. X thus acts as an agent 
of Y and gets from Y a commission ranging from 2 pies to 6 pies on every 
rupee of interest accrued according to the scale of the transactions. The 
'adathi' firm should furnish monthly accounts to the principal who ii!Sues 
directions to the 'adathi' firm as to the persona to whom loans might be made. 
:rhe principal may hold the 'adathi' firm responsible for any loss arising from 
transactions. . 

Eanking evolution in India will perhaps paes through the stages which 
it hae undergone in other advanced countriu. Private banking on accoun' 
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of the Jack of publicity which it involve• will find its aphere progressively 
reduced in the competition with joint stock banking. Students of banking 
are placed under a disadvantage in the matter of colJecting banking shtist.ics 
where private baking fiourishei! since private bankers are very particular in 
not disclosing the figures relating to their transactions. It is this abeence of 
publicity on the part of private banks that will ultimately lead to the 
triumph of joint stock banking. 



NE 'JV METHODS IN THE TEACHING OF ECONOMICS 
AND STIMULATING ECONOMIC RESEARCH. 

BY PROF. s. N. PHERWANI, UNIVERSITY OF BOMBAY. 

THE EDUCATIONAL PROCESS. 

Psychologically, education is the attention-association-a-ction process. 
Teaching and research in econ:>mics is no exception. We choose a particular 
field of attention, and produce carta.in associations or generl\l ways of looking 
at that field, and try to induce certain actions. 

PRESENT CoNDITION. 

Now, the field at present attended to by the economic student, is mainly 
the written book or spoken lecture, the associations evoked are directed to 
build up, by arguments, consistent theories about the statements in the 
books and lectures, and the action usually induced, is storing these in 
memory for delivery at the examination and often a-forgetting thereafter. 

PROPOSED CHANGES. 

The new method which is here proposed for adoption, aims at including 
not only or primarily books and lectures in the field of atten.tion, but rather 
the actual economic phenomena going on around the student, the economics 
of his house, the economics of his hostel, the economics of his street, the 
economics of his college. For association, I propose that the common repeti· 
tive elements and sequences be established in the minds of students for these 
phenomena actually observable and observed. The feeling I would like to 
impart to the student, is that Economics is .not a finished science but one 
yet in the process of formation*, and that in fact all sciences· are living 
and growing bodies of knowledge. That economics deals with man 
working to satisfy his wants, and in his working alone or together he 
often wastes his energies by not adopting the best available me
thods of working alone or together, by failing to refuse his wants, by 
failing to learn and impart simple ways of enhancing satisfaction. The 
most important thing, therefore, ia to study the economic process for the 
constant detection and elimination of avoidable waste, which comparative 
observation reveals everywhere, in various forms. The feeling that Economics 
is a science for the understanding and improvement of the material and 
service institutions of man is the feeling I would-impart. The action that I 
would like to induce is the active transformation of these material and service 
institutions and method3 for the better, so fa~-as it is possible by intelligent 
individual &Tid collective effort. The passing of _examination ia only an 
institutional ad interim goal, the real goal being the improvement of human 
material and service institutions. The educational programme should there
fore include a direct observational basis and a practical suggestion basis 
induced from each student. How is this to be done t 

* See .Mukerji's Com!)arative Economics ; Edie's Principles of New Eco
nomi~; Boueke's Critique of Economics. 
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W ~TEJI'OL WAYS. 
We often forget the fundamental truth · that all learning leaps up from 

life, from its needs seeking satisfaction from the available surrou11dings. Life 
is thus the perpetual seed bed of learning both for its generation and 
correction. Therefore learning divorced from life, leaving out the appropriate 
stimulus in the immediate surroundings of the student, is rather a deadweight 
than a chart or compaBB. There is, as I have shown, and should be, no mystery 
about the fundamental quest of Economics. In its essential production 
and consumption aspects, as against the price and profit aspects so much 
stressed, it is really the science of study and reduction of the ratio between 
human effort and human satisfactions, and these efforts and satisfactions, go 
on in the life of the student and all around. There is the economics of study, 
the economics of physical exercise, economic aspect of all things, i.e., fruitful 
and wasteful ways of doing those things. Simila.rl_v there are fruitful and 
wasteful ways of getting food, clothing and shelter and other satifactions. 
The realization that there are such comparatively more fruitful and 
wasteful ways in all lines of human endeavour is the bedrock of econo
mics. Unless such a realisation is imparted to the student, he has not been 
started on a living growing science, but on a dead and decaying verbalism 
and sophistry. 

WIDE RANGE 01' MODIFIABILITY. ' 

Among the B. A .a in Economics that we get in the Sociology claBB I 
have not found the presence of this fundamental realization. It appears to 
me from what I have seen and heard, that at present we impart information 
on economic topics, but fail to stimulate investigation, i~terpretation 
and inventive suggestiveness for improvement of economic phenomena 
around us. Our teaching appears to be guided by tradition and 
memoritar methods rather than by fresh and forward thinking 'stimulated 
by our surroundings. Learning with us riaes from books and leads 
to degrees, instead of rising from life and trying ever to improve the 
conditions and quality of life ;We stress too much perhaps the invariability of 
natural ~nd social phenomena but not the wide range of modifiability 
of social phenomena specially by wise and well directed intervention. 
We forget the · great law enunciated by Comte, that in the Social 
sciences, though our powers of prevision are very much circumscribed by the 
variable nature of all life, our powers of modification are by tht~ self same law 
greatly enhanced. Approximate prevision and wise and varied modification 
should therefore be our goal in Economics. And the constant detection, loca· 
tion, elimination of wa8teful ways of doing things, and the discovery of more 
fruitflll ways of guiding individual and combining collective effort, should 
be our method. 

INJ'ORMATION AND ENTERPRISE. 

To bring about improvement in the material and service institutions 
around us, what must we dot We must fulfil the conditioDB of Sllcce&ful 
improvement. 'the improveme.o.t of the world, u I have writt.en e.Ltewhere, 

u 
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depends on exact information and courageous enterprise. The ways of finding 
out exact information and rendering it available for ready reference, are thus 
immensely useful to humanity. A multiplication of libraries, under expert 
and scholarly librarians, who will card-index all the available literature on 
economic topics chapter by chapter and topic by topic would thus be found 
highly helpful. For it is only when we lay our plans on the basis of exact 
information and courageously carry them out that our intervention becomes 
successsful. The degree of succe~s attained in converting efforts into 
desirable results measures our efficiency, in any line. If then we can march 
from our present large efforts and small results to small efforts and large 
results, we shall have increased our e!lonomic effi!liency, wb ich should be the 
goal of our economic thought and endeavour. 

METHOD AND MANAGEMENT. 

What shall we do to get the exact information we require in all our 
intE-rvention t ·Pursue the scientific method of investigation, is the answer, 
How shall we attain the reasonably attainable maximum of result from our 
efforts 1 Make use of the dicta of Scientific Management or Efficiency ·as it is 
briefly called. Scientific Method and Scientific Management, are then the 
two approaches towards improvement, whether it be in p'ersonal, domestic 
neighbourhood, municipal, provincial or national or even international 
economies. 

THE SciEmnc SPIRIT. 
It therefore appears to me to be highly necessary that all our students in 

Economics, as well as other Social sciences be ' given a working familiarity 
with the few fundamental principles of Sci~ntific Method and · Scientific 
Management. Now what is the Scientific Method that is to be used for 
getting the exact information we want for every enterprise? It is the method 
set out by Bacon in his Nowm Organum, the method su!!'gested by Descarte 
in his "Discourse on Method", the method so notably expounded and used by 
Comte in his Positive Philosophy and Positive Polity, called by him the 
Positive Method. In the words of Minto, " The mandate issued to the age 
of Plato and Aristotle wai Bring your beliefs into harmony with one another, 
The mandate of the medieval spirit was, Bring your beliefs into harmony with 
dogma. Then a new spirit was aroused the mandate of which was. 
Bring your beliefs into harmony with fac_ts." This is the spirit of 
the Scientific Method which I would like to see the students fami
liarised with, for the impression that-- bas gained on me is that our 
universities and our students as well as the institutions around us still 
manifest the medieval spirit of sqntring our beliefs with written dogma, 
instead of with the facts open to our observations around us. 

BACON's PRESENTMENT. 

What, in the briefest manner, may we put down as Bacon's presentment 
of the Scientific Method? Spiller, in his "N dW System of ~dentifi c Procedure" 
(p. 4:2) s11mmarises Baoon's teaching as follows: Bacon bids us turn to facts, 
~n<l ce~~e cluwi11~ concliUiQql! fro[)l :propositions, whioh have ·oo$ ~ eat&· 



bliahed inductively. He insists that all interpretation of nature commences 
with the eenses, and leads from a perception· of the senses by a straight, 
regular and guarded path, to the perception of the unders~nding. Observa· 
tion should be virtu'llly exhaustive in regard to variety, so far as 
classes of relevant facts are concerned we a'"e to observe, we are to 
move step by step, and not to aim dtrectly at distant conclusions; we are 
to watch for the presence of a quality (e. g. in tile eumple which he takes 
to illustrate his method "Inst11.u ~es agreeing i!l tile n ature of heat") or ita 
absence under certain circumstances (Ins tancee in proximity where the 
nature of heat is absent) ; we are to examine the degree of the presence of a 
quality ("The table of degrees or comparison in heat.".) We are systematically 
to exclude from the thr~e precediug collections whi\t is immaterial to the 
issue ("Exclusion or rejection of natures from the form of heat") and finally 
we are to formulate a double conclusion, theoretical and practical (Firat and 
eecond vintage). The purpose of science on the theoretical side, Bacon 
defines to be "the knowledge of causes, and secret motions of things'' (New 
Atlantis); or as he expresses this in another place: the true and lawful" goal 
of the sciences is none other than this: that human life be endowed with 
new discoveries and powers'' (-S" ovum Organum, bk. 81.) The method ia as 
we have seen to collect positive, negative and graded instances, and then 
draw theoretical and practical conclusions from such relevant material. This 
involves a oomprehensive :~nd oa11tious s•trvey of. faoli3, an.t a syste.natio 
elimination of everything that is irrelevant to tile matter in hand, a proce
dure quite the opposite of the all too common practice of cursory observation, 
chance generalisation, and casual verification. 

DESCARTE18 RULES. 

Let us now take oote of Descarte's rules given in his Discourse on 
Method and see how eimilar they are to the above. He writes that for 
arriving at the truth " I believed that I would find the following four rules 
sufficient, provided that I made a firm and constant resolve not once to omit 
to observe them. 

"The .first was never to accept anything as true, when I did not recognise 
it clearly to be so, that is to say, to carefully avoid precipitation and 
prejudice, and to include in my opinion nothing beyond that which should 
present itself so cleady and so distinctly to my mind that I might hav~ no 
occasion to doubt it. 

"The second was, to divide each of the difficulties, which [ should 
examine, into as many portions as possible, and as should be required for its 
better solution. 

"The third was to conduct my thoughts in order, by beginning with 
simple objects, and those most easy to know, so as to mount little by little, 
as if by steps to the most complex knowledge, and assuming an order among 
lhoae which do not precede one another. 

"And the last was to make everywhere enumerations so complete and 
t111veya eo wide, that I should be sure of omitting nothing." Discourse oq 
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Method in Scott nibrary, p. 22.) 
CoMTE's CoNTRIBUTION. 

Wua t in b~iafest s1U1.na.ry is the Positive method of Conite t 
It; is the employment of the different methods of investigation 
developed by the exact sciences. Thus the Positive or Scientific method 
is statistical. axiomatic, deductive, and resorts to indirect measurement of 
magnitudes as in Mathematics. The Positive method is observational as in 
Astronomy. It is experimental as in Physics. It resorts to exact nomen· 
olature and notation as in Chemistry. It is comparative and classificatory 
as in Biology and Psychology. It is historical and evolutionary as in Socio
logy. It is telic, purposive, and has promotion of human welfare in view as 
in Ethics. The seven characteristics of all positive ideas are, that they are 
real, useful, certain, exact, organic, relative, sympathetic. The Positive method 
further requires that helpful and legitimate use be made of the ascertained 
laws of all the above seven sciences for each science. Thus Mathematics 
should expand and be regenerated by Astronomy, Physics, Chemistry, 
Bi0bgy, P~ychology, human history, and the ethical attitude of being useful 
to man and his surroundings.· Similarly Economics should take the aid of 
Mathematics, Physics, Chemistry, Biology, Psychology, and So
ciolpgy, its general science, and must be guided by the ethical motive and 
have a purposive human welfare outlook. It should. thus utilise not only 
the methods, but the ascertained, generalisations of the sciences preceding 
and succeeding it in the above encyclopedic scale. 

SciENTIFIC MANAGEM,ENT, 
' 

Investigation, or collection of exact information, should therefore pro· 
ceed according to the scientific or positive method as outlined by Bacon, 
Descarte, Comte. E,nterprise to be effective must likewise make use of the 
principles of Scientiqc Management or Efficiency. My study of Comte has 
shown me that he was a pioneer in enunciating the principles of Scientific 
Management too, though unfortunately he did not Jive to write his great work 
the organization of human industry, where he would doubtless have developed 
these principles in detail. We have however a good first statement of his 
principles in his essay on scientific works required for the regeneration of 
society. Fredrick Winslow Taylor, the modern apostle of Scientific ¥.anage
ment, .has given us a sta~ement of Principles of scientific management, in his 
work bearing that title. Harrington Emerson has given us an amplified 
statement of tuese in his work known as 'fwelve Principles of Efficiency. 

I must cont'ent myself with a bare statement of the principles of 
efficiency enunciated by these gre~t minds, and hope that the earnest· en· 
quirer will study first hand in detail the writuig of these pionee~s. in the 
application for scientifio principles in the management of human effort, 

COMTB ON REGENERATION. '· 

Comte, bent on regener~ting human society, -enunciated the scientific 
operations necessary for that purpose, which, to my mind, cons~itute a first 
•tatemeno of the principle• of scientific management or E~ciencJ. T~_ue 



he emphasises the efficiency principle of " plannin.:; " as being Dt!!'essary f~r 
better perform LDce. As state:l hy him " Eac~ complete human operation, 
from the simplest to the most complicated, whether executed by an indivi
dual or a multitude is un-~voidably compose~ of tw~ portions; in othe~ 
words give rise to two kinds of consideration ; one tbeoretieal, another 
practical ; one concerning tile conception, another the execut~cm. The 
former necessarily precedes the latter which it is destined to guide. In other 
words all action presupposes antecedent speculation.'' 

"In the earlie.st infancy of the humau mihd, theoretical an:l practical 
labours are exec;:uted by the sa.md p~rson for all oper~ti~';ll ; yet this circ~m
stance while rendering the didtinction less evident, does not affect its re
ality. Soon ho\Veve~ these two ci.mes ·~f ~p~rati~n~. begin to dise~gag~ 
themselves, as demanding difi~rent, and in some respect~, contrasted capa
cities and training. As the c~llective and indiv id~a~ intelligenor:: of the 
human race begins to develop itself, this separa.tion bec~mes more and more 
pronounced and general, and constitut~! the sou_rce of new ad van c~s. The 
degree of a nation'" civilizaGion pbilosophically cousiderei, may be really 
measured by the extent to which Theo~y and Pra~tioe have been separate<;~ 
and harmonia~. For the grand in~trument of civiliz.tion consists in the 
Di~isi?n of Labour and the Combio~tion. of Efivrts." (Co~te's Early E~says·, 
Harison, p. 115.) 

The further hints that can be gathered from the same chapter for the 
effective organisation of h~man effort are, first the a~certai~ment of the active 
aim of a Social system; secondly, finding out the social elements and forces 
best fitted for ea~rying out that aim ; and thirdly, the 'necessary redistri
bution of authority and reform of institutions. Fin;llly he ,W.ys .three series 
of works are required for the reorg<lnisation of society. " The first series 
aims at forming a -~ystem of historical obs~rvations u!?on the general progress 
of the human intellect, destined to become the positive basis of politics, 
thus wholly freeing it from' a theological 'aud 'metaphysical character, and 
impressing on it a scientific character.'' (Compare the efficiency principle 
of Record). . , . ' ' · 

" The second series seeks to establish a complete system of Positive 
Eduea~ion, adapted to' a regener~ted. society constituted with a vie\v to 
11...:tion upon Nature; in other words it aims at perfecting such action, so 
far a-t it depends on the faculties of the agent." (Compare the efficiency 

. principle of '!'raining.) . . .. 
"Lastly, the third series embraces a general exposition of the Collective 

Action which civilised men in the present scate of their knowledge, can 
"exercise. upon Nature, so as to modify it for their own advantage, dincting 
tLdr entire forces to this_ end, and regarding social combinations 'only as 
means of attaining it." tCompare the efficiency principle llf Co-operaticn). 
As will be seen by comparing these with the principles of Scientific Management 
as laid down by Taylor, or the Efiicitmcy principles of Emerson,· these 
run parallel to their principles, and thus Comte anticipates ·the moder.Q 

I , ~ I ) • . ! :. . . I ' . - .· .. ! • ! : I . ' ., ! . I t 



Efficiency movement by fully eight decad ea. 
TAYLOR'S PRINCIPLES. 

The four great principles of Scientific Management as stated by F. W. 
Taylor &re :-(1) The development of a true science of each and every work or 
operation. (2) The scientific selection of the workman. (3) His scientific 
education and development. (4) Intimate and friendly co-operation between 
management and men. · 

''As contrasted with the prevailing in methods of doing things managers 
under the scientific management take new duties on themselve~. 

Istly. "'rhey develop a science for each element of a man's work which 
replaces the old rule of the thumb method. The person actually doing a piece 
of work, the common labourer does not know the laws that govern the produc
tion of the best results from his efforts. He is equally unable to know the 
science of what he is doing. So the management help him by finding the 
best, easiest, and quickest, ways of doing the particular thing, 

2ndly. "They scientifically select and then teach and train the workman, 
whereas in the past he chose his own work, and trained himself as best he 
could." There is a great deal of waste on account of misfits. The idea 
seems to be that one man is as good as another in the world of labour, just 
as that out of the ordinary methods of doing a work, one method is just as 
good as another. This is a fallacy. We find different capacities, and apti .. 
tudes, different qualifications in different men, and we select the best man 

·for the work, i.e., the man best fitted to do the wotk, looking to his physical 
constitution and mental make-up. Then we are to train him in the best 
method of doing that work. · 

3rdly. "They heartily co-operate with the men so as to ensure all the 
works being done in accordance with the principles of the science which 
has been developed." The management lias to provide not only the right 
·sort of training but the right kind of tools, and the right sort of conditions 
for geLting the best results, 

4thly. "There is an equal division of works responsibility between the 
management and workmen, The management taka over all the work for 
which they are better fitted than the worker, while in the past the workman 
bad all the responaihility. All this requires the kindly co-operation of 
the management and involves a much more elaborate organisation and system 
than the old fashioned gang system. The organization consist of one se~ of 

. men, who are engaged in the development ~f science of labouring through 
time study, another set of men mostly skilled labourers, who act as 
teach era and help and guide men in their work; and a third set of tool men 
who provide the workman with proper implements and keep them in perfect 
order. Another set who plan the work well in advance, move men with the 
least loss of time from one place. to another, and properly record each man's 
working." 

" The co-operation aimed at in this type, aims at helping each man 
individually, atadying hia needs and shorkominga, teaching him better and 
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quicker methods, and seeing that all workmen help and co-operate with him, 
by doiDg their part of the work right and fast." 

EMERSON'S ANALYSIS • 

. Now, how have the principles of efficiency been stated by another 
great exponent of efficiency, who has done such remarkable work in 
popularising this master message ~ I refer to Harrington Emerson 
the author of "Home Course in Personal Efficiency". He defines 
Efficiency, as the mental and physical ability to find and take the best, 
easiest, and quickest way to th~ desirable things in life. He baa divid.:d his 
efficiency priDciples into practical and ethical ones. According to him the 
practical principles of Efficiency require, that in order to find out and take 
the best, ea11iest and quickest way to the desirable things in life, or doing any 
work, it is necessary that 1. We must make use of immediate, reliable, 
adequate, and permanent records. 2. We must make a definite plan for all we 

· desire and want to do. 3. We must make schedules based upon standards for 
employment of our time, materials, equipment and energy. 4. We must 
make a habit of despatching all operations 5. We must make a rule to 
standardise the best known conditions. 6. We must make time and motion studies 
and standardise all operations. 7. We must, study and follow written standard 
practice inatru.ctaons. 

The ethical principles of Efficiency according to Emerson are, that in 
order to find and take the best, easiest and quickest wa)'B to the desirable 
things of life, 8. We must have clear and definite ideals of what those :.binga 
are. 9. We must measure and test every means used for attaining, achieving 
or acquiring tbem, by the standarrJs of common sense, 10. We must see" and 
follow competent counsel: 11. We must disciplne ourselves into active 
harmony with the principle~, laws and rules governing these thiDgs. 12. We 
must demand the fair deal. 13· We must eagerly desire, earnestly seek, and 
insistently demand for ourselves our eiJiciency re'!IXWd. 

Analysing these principles further, we find the practical principles of 
efficiency really requirJ us to "Plan our work, and work our plan." Without 
a plan m&n is not able to do his best and utmost work; similarly an institution 
or a group working without planning or planning and not carrying out the 
plan, is sure to remain backward. But the plan must be based on ac.:urate 
investif,!.ation of facts, an adequate and reliable records. The plan must be 
itemised or detailed, else it will not be workable. 

Th~ ethical and phsychologi::al principles of efficiency require that the 
ideal or goal must be defined, must be eagerly desired, and that in achieving 
it, we must be fair to ourselves and others, make the best use of our wits and 
get help from other people, and tben regulate our conduct in conformity 
with our ideals. 

In the reform of Economic teaching and research my first important 
and specific prop()sal, therefore. is tbat every student b~ given a working 
familiarity witla fuQdamental pri~ciJlles of Scientific .M:eth~ qf \qveslii~4 ~ion, 
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and Scientific Management of human effort, as tentatively outlined by me 
above. _ -' , ; 1 l .• . . • . 

SECOND PROPOSAL, 

My second S},)ecific proposal is that every student be trained in all the three 
dis tinctiy devel?ped branche11 of inductive investigation namely 1 what 
is variously known as Monographic, Individual or Case methGd of investi
gation, 2 the suney or group method of inveiltigation, 3 the st~tistical or 
mass method of iJivestigation. My experience leads me to believe that our 
st~dents have only ~ sli'gh.t acquaintance with the statistical method and 
that most of us~ leave apart the ~tO.dents, have a faint and far-off noti~n of 
the techr:lique of the Case method as emplyed by doctors, as strel!sed 
by . Mary Richmond i~ her "Social Diagnosis,'' the monographic 
method of Lepl~y, the Individual method as set forth by Healy in his 
excellent study of " 1'h'e Individual Delinquent." We are also I am afraid 
little acquainted with the available literature on the technique of Social 
survey, as set forth In such books as Aronovici's Social Survey, or Elmer's 
Te~hnique of Social Survey. or the Four orders of Survey so much stressed by 
Prof, Geddes and his special technique of correlation and co-ordination of 
cat~gories in eoci&.l investigation!, as set forth by him in au~h books as Com-

~~ ~olity~,. or, T,~~. ~s~~~als, of Sociology inrela~ion to Economics." It 
~~.:r J_>er~a~s b~ n~ws .,~o some o( us that tllese ~ontrasted and now well deve
loped methods of mvestigation do much to mutually define the appropriate 
portions ot the field where each of these can be useiully. employed and to 

correct the conclusion'~ arrived at by using only. one of them. In such im· 
portant br~~che.s of Social study such as religion and penology these methods 
of investigation have fed tO opposing or complementary conclusions. Com· 

• .·l f IJ •'- Tl , . ' • 

pare for instance such a book as James's Varieties of Religious Experience, 
which employ~ the Individual' metho<l of investigation with that of Dur
khiem who in his sttidy of religion ~mploys the intensive survey method, with 
that again of Speiic~r who in his study employs the extensive sur· 
vey method~ with th~t agai'n of Starbuck who in his Religious 
Psychology makes such use of the statistical method and realize 
how differ~nt port~na o{ the same field are illuminated by these 
different m'odes of approach, and how the weaknesses of each method are 
often correct~d or brought to light by. the employment of the contrasted 
fozm of inhstigation. Or again in Penology, Dr. Healy has shown the pit
fall~ of the s't~tistical m;ode approach, or the classification of crime being 
~~de to do duty f~r clasSification of criminal, or again, even a classification 
of criminals itself being misleading as long as along with the mental an.i 
physical defects of the criminal we do not take into consideration the 
environmental differences in each . case. It will appear from this how 
the concu,rrent use of the. in'd.ividua:t, monographic or case method, 
the int~~si~e a~d ~xtensive survey methods, and the statistica-l 
m'e\hod, r~lltlla,llf c~rr~t a'nd confine each within its proper field of applica· 
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ti9n. ·I therefore propose. that every student be given a working .familiarity 
with all tb es'! three methods of investigation, all of them important and 
specifie developments of the inductive or rather their scentifio method •.. 

THlRD PROPOSAL. 

My third and final proposal is that practical work should be insisted on 
in Economics as in every other science, and that the graduating student be · 
ma.ie to keep note book of practical or .field work embody~ng his ~.wn investiga.; 
tion~. interpretation, aud su~gestions for i~rovement, with regard to _the 
phenomena investig~t~d. Thus the practicals should iliclude such exercises· 
as tf·e filling up of a few urban and rural family budgets, cost analysis of a. com." . 
plete industrial or business operation or unit, observation, and suggestions on 
t.he economic life of an i[}stitution, the economic life of one's own street, 
village, and city. What is needed is to link economic teaching to life, and 
rendering it readily available for the service of the ordinary situations which 
the student will frequently meet wit'! as well as the significance of the 

larger country-wide probleml of currency, fina.nc!?, Lrade, tran~port and tarill 
MY MBTHOD. 

Towards this investigative, interpretative, a.nd inventively suggestive 
mode of field study I believe the following orderly line of approach will be 
found helpful. 'l'he student begins with immediate inspectioa or .Economo!
copy of the parts or processes he intends to study. He names them by their 
popular name, a:1d indicates the time and place and other significant setting 
of the distinguishable parts and processes he is out to study. From this 
direct free observatioa he proceeds to Economometry or measuring 
and mapping of the parts and processes, as far as they can be measured and 
mapped. He next compares, cla.,sifies, describes and defines tile d~tinguishable 
parts and processes, and gives a. graphic and descriptive report of his survey. 
l'his step may be cHed Economography. The immediate inspection and direct 
description. will very likely reveal to him vestiges of a persistent past and 
tendencies indicatives of a future trend. This must naturally lead him to a gene
tic and tdeologica.l study of the parts and processes bef'lre him. The investiga
tion o{ the vestiges, pushes his studies into thJ put of the phenomena un
d.,r Sllrvey,·so that he begins to trace their antecedents in the past and 
transformations through time as far as he can do so, through present indications 
and recorded observations of the past. This step may be C.illed .Economogene· 
tic~. Uombining his studies of the past with tho~e of the present, he may now 
e~say to form a forecast of the future, probable and possible. This effort 
Dl<IY be called Economotelesis. Next he may ex:eroise his mind as to how 
to oring about tue best possible fuliJre for the phenomenJ. uu d~r insp1ction, 
investigation, and interpretation, and lay down the lines of useful iuterven
tiou. Tui.s stet) mLy be called Eclllo~otechnics. That comp!e~es thenatu
tilol educationai series starting with systematic observation leading on to 
we..tsuremenli a~ far as pra.ctiCd.iJI.,, and graphic and descriptive report, thence 
to a peep in ita pa.:st history, and an effort to foresee iLs future, and a 

u 
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tbou~htful plan for improving the future. We thus proce&d from survey of 
the 'present; to a stllly' o( the put, to a subj ~ctive synthesis of the whole to· 
wards foreseeing the future and finally plan again in the living present sug~est• 
ing activity towards making t;he better future. Training along thue .lin u 
will show to the student that all his surveys, .studi'es, and interpretltions 
are fruitful only as tb.ey. lead to a better future, and that effort short of 
that is very .often only wasted eilort. This will i~press on. him the fact, 
that learning should. be continuallY rezenerated from life and should in its 
turn serve and regenerate lile. 



I~DIAN. ~C.ONOMICS!. 
B1 P~AP~VL~.ACII.&.NDBA. &su, PRpfESS_o~~ o~ E;<;q~9~cs~ 

HOLI[.,lR .. CQ~li:G]$, JNOO.BliJt. 

Laws of economiC9 are 11tatements of tendencies- which are. in constant 
operation but the direct effects of which· may be oV.rpowered or. modified by 
other tendenoie~ simultaneously operating. These modifyiag forqea are not 
necessarily economic. Ordinarily economics studies man ~ he his placed 
in modern societies. Hence the assumptions which are made by modem 
societies in general alee form the assumptions-ofJ economics. Of, these the. 
two most important assumptions are private property and competition. The 
idea of property involves the right that each man in a modern society baa 
complete and absolut3 power to do whatever he likes with what is possessed 
by him so long as he does not ia terfere with similar rights of, others. It is 
apparent that economic laws deduced bom such a society will be mo:lifiei in 
their elfeots- if they are appJied to a eociE>ty where na private praperty is 
allowed. 

A aimilar and, frl)m the point· of view of. economics, probably more. 
importanfl assumption is that of free competition. As this assumption ia 
very importanfl we shall consider it in some detail in order to avoid any. 
misunderstanding. Competition in economics seeks to give free scope til 
the!economic self-interest of individuals w..ithout any checks. These checks 
are usually considered to be (1) custom which ia always sa important in the 
life of man; (2) combination by which producers or sellers or any other 
members of an economic gtO'lp may join together in order better to fight 
with other groups; and (3) legislative interference with free competition. 

With private property free competition involves freedom o~ contract 
and therefore enforcement of contracts when voluntarily entered into. 
rrhia competition is a biological essential which can be seen in aU spheres of 
life, vegetable and.animal. It is seen in what is called struggle for e:Jistence 
or survival of the fittest, In a sense it includes co-operation. Co-operation 
is consciously workin~ together for a common end. Its object is none other 
thanithat of competition. Both seek self-interest, one individually and the 
other collectively. If the self-interest of the individual be contradictory to 
that of the group it cannot be the interest of either the individual or the 
group to retain such co-operation. Co-operation, therefare, is really group· 
competition, and, in this, groups msy combine inta bigger and bigger 
groups. ~hus one State is a uni• as against other States, the indiviJua.l 
members of which combine for certain purposes, although sub-groups may 
have partially antagonistic interests. Nor doe3 this competition necessarily 
imply anything'sordid just as competition in _biological evolution does not 
do so. · 

Beoaus(laws of economics~ normally presume that :;"private property 
and free competition operate)n their working, therefore to the extent .that 
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this does not hold in a community or country, to that extent laws of 
economics must be modified in their operation in the light of existing facta. 
Hence it is necessary to ascertain to what extent economic laws as they have 
been developed and formulated in the west are applicable tO India, and 
along what lines this modification of their operation is to be seen. 

The need of such study as also the difficulty consists in the fact that 
during the last one hundred years the conditions of Indian life have been . 
changing, rapidly in some cases, slowly in others, but changing all the 
same, by the impact not, as usually imagined, of the western system mllrely, 
but more of what we may call " modernism'', The railways, posts, . 
telegraphs, etc. have worked more towards this end than the culture of the 
west, the effect of which is not so direct nor so strong upon the mas3es 
of the people. These changes in social life require to be specially 
studied in order to discover the results of the operation of economic laws 
upon the old and the new system in India. 

A great difficulty in the way of the scientific student is in the paucity 
of sufficient and reliable data about the facts of Indian life, especially in the 
villages where more than ninety per cent. of the population live. This is so. 
in spite of the wonderful mass of statistical information collated by Govern· 
ment. This difficulty is further enhanced by the fact that social changes 
vary in various parts o[ the country as a result of the difference in tempera
ment, ~ocial customs and traditions, and the stage of development of the 
people. Also the forces of modern applied science have differently affected 
different areas. 

In applying economic laws to India we find that most of the modifica
tions of their operation are the result of want of the same degree of competi-. 
tion as prevails in the :wesll and upon the assumption for which general 
economic laws have been built up. !!'or example, in social life caste rules 
prevent mobility of labour both from trade to trad~ and from place to place. 
Similarly variation in wages does not always follow variation in lihe detnand 
and supply of labour but on customary wages which limit competition. 

Some people allege that Indian society is based on aa entirely diiT eren t. 
principle from what obtains in the west, this principle being co-operation ~ 
contrasted with competition. As already pointed out this view is wrong . 
iua;n•uch as competition does not exclude co-operation. Competition ass,unes, 
the operation of the individual's economic self -interest, and co·opera tion, when 
voluntary, is only an instrument to further thesame. Such co-operation as 
is found in India is based upon the lines of the community, village, 
occupation, and nationality. But the principle is the same as in competi
tion, viz., to foster the self-interest of the groups, and the co-operation 
obtained from individuals must, in normal course, follow the lines of joint and 
separate interests of individuals. If there be any conflict between the two 
kinds of the individual's self· interest he adheres to or gives up co-operation 
according as the tota~ benefit which he derives for himself is or is not greater 
than his ~enefit w~~ho11t such co~ operation. Thus in essence there is little 
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difference between competition and eo-operation in economics, If by eo
operation be meant compulsory association in economic ~ctivity against the 
self-interest of the component individuals as judged by themselves, that is 
not at· all desirable. If that exist in any part _of India it is economic 
tyranny and should not be tolerated. 

Such want of competition which acts as a drag on economic develop
ment may be born of social customs, religious prejudices, and various other 
factors. Thus land in India is subdivided into to., small fragments which 
cannot be economically cultivated. This is due to the law of inheritance 
which prevaile among both the Hindus and the Mussalmans. Also love for 
every plot of ancestral lands generates -the desire of having a share in each 
plot by the descendants, with the result that each person often holds 
several plots which obviously cannot be economically used whether in the 
matter of time wasted in going from one plot to another or of wells for irriga
tion or of fencing and watching or sowing and reaping. Similarly labour is 
not so mobile because of the limitation of competition by ctlBte rules, love for 
home, ignorance~ and social prejudices. 

The above illustrations will make clear the line along which the 
economist in India must work in attacking ita economic problema. 
This attitude frankly condemns those who are supposed to have 
inaugurated a new school of Indian Economics instead of a new phase of 
study only. Those who seek to derive new laws applicable to India aloi&e or 
to reject economic laws in their operation in India because there are other 
conditinpa .1\'ld different factors toil in vain in their effort to construct a 
science of Indian Economics as distinct from economic science in general. 



THE TREND OF INDIAN' THOUGHT IN ECONOMICS. 
BY B. G. BBATNAGAB, LscTUBEB IN EcoNOMics, UNIVERSITY 

01' ALLAHABAD. 

Last year Dr. Radhakamal Mukerjee read a paper on "The New 
Economics and the Eastern Outlook •• before a gathering of the members 
of the Indian Economic Association. In that paper he emphasised the 
point that India had a contribution to make to the world's Economic 
Thought. The discussion that was provoked by his paper left an impres
sion npon my mind that even Indian Economists uf rdpute did not believe 
that India had her part to play in the evolution of Economic Thought. 
For example, Professor V.' G. Kale of the Fergusson College, Pooua, 
who may rightly be looked upon as one of the leading living Indian 
economists, remarked to me in all seriousness, "Do you algo believe with 
Radhakamal that 1 ndia has .her contribution?'' I said " yes", and it is 
in support of that ''yes" that I am writing these lines for the considera
tion of fellow students. 

Although we find discussions of such economic topics as currency, 
taxation, weights, and measure:,~, in such old texts as Artha-Shastra of 
Kautillya, or Sukara Niti, English translations of; which have been 
recently published, or in many books relating to the period of Muslim 
domination in India, most important of which is the Ain-i-Akbari, yet 
we can say, without any prejudice to the 'greatness of India's genius in 
other departments of life, that the science of Economics, as it is under
stood to-day, is distinctly an offspring of Western Europe, as it has been 
since the middle of the 17th Oentury and. till the beginning of the Great 
War. As a social science it could not help being influenced by the 
Socio-political conditions of those days. And what were the most 
dominating notes of this era l (i) Production, and an ever increasing 
effort to increase production with no thought to its influence on the well
being of Man ; and (ii) development of the spirit of Individualism, 
expressing itself in such things as (a) the assertion of the rights of an 
individual against other individuals, and as against the state or any 
other social group, (b) the assertion of the rights of individual social 
groups as against each other, and as against the state, and (c) the asser
tion of the rights of state as against the rights of the individual and the 
corporation, and (d) in this conflict of individual ri~hts each oblivious of 
the interests of the whole. ' 

And these have been the principal notes- of the science of economics ; 
(i) Individualism, with its corollary of free and unfettered competition, in 
a market where every one is acting for himself, (ii) Volume after volume 
writteo on Production, Distribution and Exchange-the last two being 
nothing but further processes to carry the m<rdern system of production 
to its logical end, and (iii) in this clash for further production and free 
competition a comparative neglect of Consumption anti its ultimate laws
ultimate io more than oue sense : ultimate becau~e it is ultimately on 
them that the so-called laws of Exchange and Distribution very largely 
depend, an·l further ultimate in the sense that it is on a thorough and 
correct understanding oE these laws that Production, Distribution and 



135 

Exchange will seek their true level not only in the text books of Econo
mics, but also m the din and dust of every-day life, where production 
means production of finished commodities, and not a discussion of certain 
theoretical concepts. Now one thing that India has to do and has begun 
doing ·it in her own way, is to make people realise that production is only 
a means towards an end-Human consumption-and not an end in itself as 
most of 11s take it to be. Over and over again, since the beginning of the 
Industrial Revolution in England, and even before that, this aspect of 
the relation of production to man bas been empba8ised, and as often man 
has refused to listen to it. It was the burden of that beautiful song which 
Lord Krishna gave to humankind in the battlefield of Kurukshetra 
many a thousand years ago, it was the same which Lord Christ preached 
in his own days, and which many a prelate has been preaching after him. 
It was on thi~ that social thinkers of the 19th Century like Ruskin, and 
Morris, wrote and talked so much, and it is on this again that. M. K. 
Gandhi has been writing and spea&ing in India in our own days. Then 
wht are tbe implications of this way of looking at things, and the 
method of production adopted to produce them t Even so great that a 
whole chapter could be written on them but we shall confine ourselves 
here with a few remarks to put intelligent people '<ln the track. Looked 
at from the point of view of the individual, the individual t:ntuprizer 
must henceforth realise that production which tw far has been to him but 
a means for _selfish gain, is but a means for social well· being and this 
conscientiously and seriously, and tht>rel'ore he should judge every move
ment of his in that direction from it~ likely reeults not only on his profits, 
but also on (i) the ht>alth and happiness of Lis meu IJ s n:an, and not only 
as an instrument of production, and (ii) on the hfalth and h~tppiness of the 
world at large. Looked at from the point of vieW: of society the social 
effort must not be directed in a head-long way to mcrease ,production, 
hailing with unrestrained enthusiasm every single improvement or inven
tion, whether in machinery, or in the processes of production, or in the 
methods of business organisation, without waiting for a moment to think 
on its influence on the well-being of Man. 1'he unqualified social sanction 
that now exists for all additions to National Wealth whether in the 
quantity of goods of existing variety to satisfy existing wants, or of new 
varieties of wealth to satisfy new wants, must give place to a qualified 
sanction of the same where it will be recognised that an increase of wealth 
in the posse~sion of an individual or for the matter of that in the possession 
of a social group does not necessarily lead to a pari passu increase•of 
~~"~~~~ -

Although some writers on Economics have been feeling their way 
towards this point yet one can safely say that even Pigou, whose state
ment on the relation of increase of wealth or national dividend and the 
resulting ~!fare is the latest, does not state it as clearly and in ~hat 
peculiar form in which we would like to put it, 

It. ~as Jevons, the Senior, ":bo probably after being influenced by 
the "':r_Itmgs of Carl~le and Ruskm, first gave serious thought to the stuJy 
of ut1ht~ (consumptwn) and analysed 1hose factors of which utility of a 
commodity to a man during a period of consumption, is a function. This 
-nal1sis was carried further by .Pantaleoni in his Pure Economics, whereiQ 
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he remarks "The usefulness of a direct commodity to the consumer i1 a func
tion not only of its own quantity but also that of all other commodities he 00118umes 
together, with it, of those he has consumed previously, and even of a par.t at 
least, of those he expects to consume later. Indeed the utility of a 
commodity depends further on the order in which other commodities 
have been consumed previously. Thus for instance the gratification of a 
loaf of bread depends not only upon its size and on the appetite of the 
eater, but also on the other viands, if any he partakes with it, on the fact 
of his having quenched his thirst or possessing the means of doiniT so of 
his feeling cold or warm, tired or fresh, sa·d or gay. The order i: which 
dishes are served heightens or detracts from the hedonic effect of a dinner. 
" And this we may take as the second step in the building up of that arO'u
m~nt which we mean to put forward later on in this paper. The thlrd 
great step has been taken by Pi go in his book The Economics of Welfare, 
part I, chapter IV, page 48, where he after laying down a general 
proposition in these terms,'' Any cause which, without the exercise of com
pulsion or pressure upon people to make them work more than their 
wishes and interests dictate, increast s productive efficiency and there
with the averag{' volume of the national dividend provided that it neither 
injures the. distribution nor augments the variability of the country's con
sumable income, will in general, increase economic welfare," goes on to ob
serve that "thi:~ proposition, it will be obsened, is purely qualitative in 
form, and states not.hing about the quantitative relation between an ex
pansion of the national dividend and addition to economic welfare. To 
remedy this ~eficiency completely is, ol course, impo:>sible. It is not 
impossible, however, to throw some furtLer light on the matter. To this 
end we may begin by leaviu g out of account the reactions tltat may be 
produced bv the fat.:.t of consumption upon capacity for deriving enjoyment 
from consumption. When this is done. the familiar law of '' Diminishing 
Utility" instrjlcts us that a given expansion of the national dividend is 
likely to be accompanied by a less than a proportionate increase in economic 
welfare." 

This is the nearest approach to that statement which the writer of 
this Jlaper first made, of course in a crude form, in a paper entitled "The 
Standard of Living or Life in India " in the year l9l9, and which he 
now wi:;hes to I e-state in a more mature form. '!'here would have been no 
necessity of doing so had Pigou worked out the point to its logical limit. 
He mentions it but with that important provision which is italicised in the 
above quotation. And Olll:l implication of that italicised portion may be 
that every a1dition of fresh wants, and of new commodities made to 
satisfy those wants, reacts upon the capacity ..of deriving enjoyment of an 
individual, and helps him to derive enjoyment from further new want:~ 
and new commodities. 1'he fact of reaction is not denied. Reaction 
there is, and more so in a dyno.mic society, but I may be permitted to 
submit that it may take one of the two following forms. Either it may 
increase the capacity of deriving enjoyment, or it may decrease 
it. To bold the position that it always increases it is as 
untenable and as unsupported by facts, as would be the position of 
tho:>e who may say that 1t wi1l always decrease. What seems to be 
reusonaole is that under certain circumstances it will increase,· while 
11nder others it would decrease the capacity for deriving enjoyment. 
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Take it for granted that f,uther additions to wealth in the possession of 
an individual react upon his capacity for deriving pleasure, and always 
make jt greater, even then the question remains: At what rate this 
increase in capacity takes place ? Whether at a proportionate, or more 
than proportionate or less than proportionate rate ? General discussions. 
on this topic have evaded this question so far; but the underlying assump
tion seems to be that it increases either at a porportionate rate or at an 
in::reasing rate. Unless we assume one of these rates, we will ba ve to 
come to the position that sooner or later the reaction most take the 
second form, that is, decrease the power of deriving enjoyment. Now 
is this assumption of increase at a proportionate, or at an increasing rate 
justified ? By no means yes. And -why ? because there is not at iota of 
statistical or any other inductive data of any sort to support it, Loyond a 
vague feeling of self-interest that persuades people to think that it muet 
be so, otherwise bow can they support their demand of an ever-rising 
standard of living and ever-rising emoluments to maintain the same. 
And if the proportionate or increasing rate cannot continue for ever, the 
diminishing rate must begin to act after some point, and ultimately lead 
to a {>oint where f~>rtber additions to wealth, in the possession of a man 
will cause diminution in his capacity for deriving enjoyment. 'Vhat are 
my reason for holding this view? Here as there we have no statistical 
data to support our statemer;~t But there is this difference that the first 
assumption is in direct conflict with the full life history of the Law of 
Diminishing Returns, or the Law of Diminishing Utility as it is called 
in consumption, and as we find it working in the case of individual 
commodiLies ; while the second is in full accord with the same. A man 
A begins by giving to another man B, unit after unit of a commodity 
X. Now it 1s recognised by almo~t all that if the Units of the. Commodity 
X be very small, of course relatively to the capacity of consumption of 
the individual concerned., then the first few Units will have very little 
utility for B, in certain cases they may actually have dis utility, but as 
more and more units of X come to B, the utilit.y of Units already 
in his possession will also rise, aud each successive unit will have an 
increasing utility fur him. Not only that each successive unit will go on 
reacting upon the utility of previous units, and will increase it. But 
this procehs will continue only up to a certain point. If however, A 
continues· to give units of X to B, a point will reach after which each 
successive unit will have a decreasing utility for B, and if the process 
is continued further, then not only the utility of fresh additions will go 
ou diminishing at a rapid rate, but it will also react upon the utility 
of the units oE X already in the possession of B, This latter point has . 
not been so far well recognised in the discussions of economic theory on 
utility ; although a little reflection would show that it is this assumption 
which underlies the famous Law of Indifference, which means that in a 
market one price is paid for all the units of the same commodity. This 
gives us the full Life History of the Uurve of Consumption of a particular 
indivi~ual commo?ity. What I wish to. s.nbmit is that probably the same 
curve IS also true 10 the case of commodities taken collectively. Thus in 
a socie.t~ of~ _verY_ primitive. ~haracter, where people hardly get bare 
uecesslttes ol hfe, Eurt~er add1t1ons of .new commodities satisfying new 
wants, would cause a favourable reactiOn on the capacity for deriving 
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enjoyments from consumption, with the result that not only 
each. fresh addition of .wealth wi!l ~ave a~ increasing utility but it will 
also mcrease the capactty for gtvmg enJoyment of commodities that 
w~re already in ~he use of that society. However when this society 
wtll have sufficiently developed, and secured to itself a pretty 
large number of commodities satisfying its necessities, comforts, and 
luxuries, then !orther. additio~ o~ ~e": oomm?~ities satisfying new wants 
wo~ld res~lt m ~avmg a dtmtmshmg. uttl~ty for that society, and 
the~r rea<:t10n wtll be of the ?PPOStte kmd. On the capacity to 
denve enJoyment froiD: consu~phon w?uld be of the opposite kind. 
It does not Sflem to be etther logwal or fair to assume that in this case 
there is only one kind of rea:otion, and that which heightens the capacity 
of deriving pleasure. '!'his way of reasoning from the general to the 
particular may seem fantastic to some of my friends, but I may be per
mitted to add that it is one of the well recognised methods of reasoning 

. in psychology as in physical sciences like chemistry where properties of 
many an element were successfully prophesised long before the discovery 
was actually made. 

Then again it fits in very well with that view-point which spiritual 
teachers, sccialists, and social thinkers have been asking us to adopt to
wards material effects of life. All agree that Happiness is the end of 
Life or Homan effort. If reaction of fresh· additions to wealth on the 
capacity of man to derive enjoyment always result in an increase of that 
capacity, then certainly every man. or for th~ matter of that every nation 
should always strive to increase wants, and the number of commodities 
to satisfy those wants, because in that way you would go on adding 
indefinitely to the Happiness of Man-the Summum Bonum of Homan 
Life. Aqd this is the view of the average. man, and the present science 
of Economics. Either this must be true, and the attitude of the average 
man towards his worldly possessions correct, or that must be true and the 
attitude towards worldly possessions that has been off and on recommended 
to us by spiritual teachers must be correct. Both cannot be true. 

I for one belitlve that the troth lies in the view which is based on 
the applicability of the Law of Diminishing Utility not only to individual 
commodtties, but also to commodities taken collectively. And this, not 
only because it fits in I!O well with the teachings of spiritualists, but also 
because the fate of individuals, and nations that ran head-long after 
production and accumulation ef wealth in bygone days, as well as in our 
own, teaches us the sa01e valuable lesson that, after all wealth is not an 
end in itself. 

We may now say that it is time for students of Economics to realise 
that the tendency to Diminishing Returns, in satisfaction or welfare 
(which is otherwise called Diminishing Utility in consumption) is 
found not only in the case of individual ()Ornmodities consumed or 
possessed by a man bot is also true of commodities taken in a mass 
whether in the possession of an individual or that of a society. Just as 
in the case of an individual commodity, when being consumed by an 
individual during a given period of time, it is quite possible, and this 
possibility increases as the units of consumption go on getting smaller 
and smaller, that the resulting utility for each successive unit may begin 
b7 rising at fint, i.e., by increasing at a more than proportionate rate 
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but ultimately, if consumption is continued it must end in increasing at a 
less than proportionate rate, Similarly in the case of total wealth in the 
posse~sion of an individual or in that of a society it could be said that 
fresh additions to his or its we1lth will increa~c th~- tot'll welfare b•1t at 
a diminishing rate. Of course, all those limitations, which we have dis~ 
cussed in the case of the Law of Diminishing Utility when applied ta 
individual commodities, will be understood to be applicable here. 

And this broader application of the La 7V to the total stock of wealth 
may be interpreted in two ways ; in one of which it is easy to see the 
working of the Law; while in the other it is not, and it is there that I 
press for its recognition. lnore:lse in the stock of commodities in the 
possession of an individual, and for the sake of convenience of reference 
we may suppose that stock to consist of 6 x, 8 y and 10 z, may take the 
form of an increase of each individual commodity to 10 x, 12 y, and 15z; 
and here it is not difficult to see that if the utility of the previous stock 
to him WllS 100 then the utility of this new will bf.! something more than 
100 but not exactly in proportion to the increase in the stock, because of 
the fact that the total stock consists of increases in the stocks of each 
individual components of the group, each of which is subject to thfl Law 
of Diminishing Utility. But the increase in stock may take a diff~rent 
fot·m and result in 6x, 8y, LOz, Bw, and 8p, i. e. there may come into 
existence quite new commodities satisfying new wants. In this case 
general opinion seems to be that further additions of new commodities 
satisfying new wants, result in augmentation of the national welfare. 
But I press for the applitJability of the Law of Diminishing Utility even 
to this case, and have given my reasons for it. 

If this way of interpreting the Law of Diminishing Utility be correct, 
then we shall have got an economic Law supporting the statement (that· 
an increase of wealth in the possession of an individual or in.the possession 
of a social group does not necessarily always lead to a pari-passu innrease 
of welfare) that has been ~so fa.r made by spiritual thinkers and social 
reformers. · 

This recognition will furtht>r lead to a modification of oar ideas 
about. the significance of Standard of Living in Economic life. Ancl this 
we may have to do on very much the same lines as I have done irt the 
paper me.ntioned above. There I have defined the Standard of Living in 
that na·rrow and generally accepted sense where it is used as a colloctive 
name for all the necessaries, comforts and luxuries of life to which a man 
or a group of men is accustomed and have pointed out "That the nnder• 
lying as5umption in the discussions, of the English and American econo
mists, on this topic that greater the number of wants of a mao, or the 
higher his Standard of Living, the more efficient (or happy) would he 
be, and the more civilized does he become, is not correct, and that based 
on this the equally dogmatic claim of some dominant classes to have 
unceasiu~ augmentation of their income to maintain their ever risinu 
Standard of Living is equally untrue.'' " 

This is one thing that may be India's contribution to the evolution 
of Economic thought. Not that this method of approach, and its corol
hries are a monopoly of the Indian school of thought in Economics, 
because war and the aftermatli of war have succet~ded after all in 
bringing afresh to the fore-front this point of view in the minds 11f some 
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western 'writers also, but "because this peculiar way of approachina 
towards material possesRions is in perfect harmony with the age old 
Indian ideals and aspirations of t>piritual as well as mundane life. It is 
only the Indian genius, at least so it seems to me, that can, and should 
insist in the way that this point requires insistence for its acceptance by 
the world .. Hence its place in the Indian outlook on Economics. 

But this is· not the only point that the Indian School of Economic 
Thought has to keep as an important item in its programme. \V e have 
as yet only one more, and that is a far more subtle and far more difficult 
idea to be f'asily accepted by the modern w.>rld steeped as it is in Indi vi· 
d?alism. ~t consists in th~t attinde ~ith. which an individual approaches 
hts producttve or consmnpttve effort ·m hfe. The present socio-economic 
organisation in the west, (and also, of late, in India due to new methods 
of production etc.), and science of Economics, which itself is very largely 
expre~sed in terms of the former, have been emphasisiag the Individualistic 
point of view. The man looks upon everything from the point of view 
of his own advantage ot· -Jisadvantage. The same is true of social groups 
or production groups. The result is that sometimes we have ovet·-pro
duction, sometimes under-production, and such other evils as monopolies, 
trusts, kartels and labour strikes on one side, and offensive trade unions, 
distributive stores, ill-fed and ill-clad labourers with aggressive syndi
calism on the other. And all this is due to what? To tlie want of that 
social spirit or better still if we call social outlook, which under the 
name of communalism Dr. Radhakamal Mukerjee of the Lncknow 
University has sought to inculcate in his book the Principles of Com
parative Economics, and which was the characteristic outlook of all 
economic organisation during the medieval period in Europe, where every 
one \\ithin a manor (which constituted the ,Economic unit of those days) 
from the lord down to the meanest artizan and the hardy yeoman, looked 
upon himself as a part of one indivisible whole, and therefore guided his 
personal efforts at production, and consumption not from the point of view 
of his personal advantage bnt from the point of view of the advr..ntage of 
the group to which he belonged. And this used to be, and is even now 
to a certain extent, the characteristic outlook of the individual members 
of an Indian village community towards each othor. Here the individual 
lives and works for the family, the family for the village, and the village 
for the state. Or again the individual lives for the family, the family 
for the caste, t.he caste for the community, and that in its turn for the 
state. Each lives and works as they do under individualism but, with 
this difference that each unit lives and works for the good of something 
greater than itself. ·· --

Perhaps it is this which has led Radhakamal, enthusiastic as he is 
about tbe retention of this social outlook, to advocate the retention of 
the system of caste itself inspite of its so many drawbacks made more 
noxious than they nsed to be by the changed conditions and circumstances 
of life and labour in this land. Whether one may agree with him or 
not (I for one do not) as to the desirability or the feasibility of maintaining 
the system of castes in India, it is not possible to differ from him when 
he advocates the maintenance of that social spirit which animated the 
ptodilction and consumption efforts of one group towards another gr~u.p 
iri the Indian village orga~isation, or the maintenance of that spmt 
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which permeated amongst the members of a caste in their dealings 
towards each other, Qr the members of one caste towards t.he members 
of other cast.e in their individual or collective capacity. There 
are people who honestly believe that it is still possible to maintain 
and infuse that social spirit which characterised the old socio
economic organisation in India and elaewhere, and which is found to 
exist in a modified and less dominant way even to-day in India, and some 
othet· countries of the East. This is not all, some of us believe that ulti
mately the world must come to adopt this social spirit as its guiding 
note, if half of the pres en troubles of the troubled Humanity a ro to be 
got rid off. And here I may add that although this social outlook has 
not been a monopoly of the lnqian people or even of the people of the 
East, and did once animate the whole socio-economic organisation of the 
West, ancl therefore we cannot claim it as an exclusive contribution of the 
Indian school of thought in Economics, yet we can claim it in so far as 
it is in the·l~ast and specially in India with its organi~;ltion of caste flxist.· 
iug up to this day, when West and a greater part of the rest of the world if! 
permeated with the spil'it of Individ nalism, that this spirit is somewhat 
maintained, and in so fa1· as it is in the writings of a set of Indians 
that it is seeking its fresh expression to counteract the dominant 
Individualism of the West. 

These are some of the peculiar lines of thought that are struggling 
their way through the expressed and implied thought of the new school 
of economic thought in India, and as has been in the past with Avery 
new ex:pt·ession of thoug;Q.t it is meeting its share of ridicule and unbelief 
at the· hand of people who. are confirmed believers in the doctrine 
and practice of the dominant thou<Tht. Given time and opportunities 
of fnrther development and full~r expression it is bound to ·gain 
ground and make itself felt, and it is to Jhat end that sowe of ns, so 
far in an un-co-ordinated way, are convergin<T our efforts, of course, 
with full hope of success in the end. "' 
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NON·CREDIT ~GRICULTURAL CO-OPERATION 
IN INDIA 

BY J. A. MADAN, EsQ., I.C.S., REGISTRAR, Co-oPERATIVE SociETIES, 

BoMBAY PRESIDENCY. 

For more than one reason the progress made by Non-Credit Agricul
tural Co-operation in India has been very slow. The main object of the move
ment in this country when it -was first started was to free the agriculturist 
from the money-lender by supplying him with the capital required for agri
cultural purposes at reasonable rates. The first Act of i 904 confined the 
operations of co-operative societies to credit. It was only in 1912 when the 
Act was amended that societies for non-credit purposes were also regis
tered under the Act. Besides, it is always much simpler to run a credit society 
than to organise and carry on the more complicated work of such non-credit 
societies as those of Oo-operative Pnrchase and Sale. In rural areas where the 
population .is very backward and good business managers are not usually 
available, it was natural that non-credit operations even when introduced 
should make very slow progress, and yet it must be said that co-operative 
credit alone cannot be as advantageous to the rural classes as it should be, 
until the non-credit movement has made much better progress than it has 
done so far. If co-operation is to do real good to the cultivator, it must help 
him in increasing his production and in securing for him the greatest possi
ble income for his produce. Supply of capital at reasonable rate would do 
this to some extent by saving to him the difference between su.oh rate and 
the rate and the other charges which he would otherwise have to pay to the 
Sowcar. Much greater benefit would accrue t() him if he were to be in a posi
tion to purchase all his requirements at reasonable rates and be sure of the 
quality and the quantity of the purchases, and also if he were to obtain the 
highest possible price for the produce of his land. Hence the necessity for 
societies for Co-operative Sale. In Europe, the development has accordingly 
been carried on the lines both of supplying credit as well as of Co-_operative 
Purchase and Sale. Io Denmark, for instance, co-operation has built up socie
ties embracing almost every branch of agricultural work including the supply 
of credit. In France, Co-operative Purchase ha3 made very large strides while 
in America, the CJ-operative Marketing of produce is being done on a very 
large scale. Owing to the absence of any rapid development of non-credit 
work, the agriculturist· in this country has only derived a small part of the 
advantages which can accrue to him from the movemenc. It might also be 

1u.ted that progress of the non-credit work will greatly strengthen the credit 
par' of the movement. Facile credit is not without risk. The formation of 
oon·credit s<Jcieties secqres better-o<J~trol over the proper utilisation aud 
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recovery of loan& while on the other hand schemes of land impron· 
menli will require f11nds which can be supplied ali least; partily by Credit 
Societiea and Central Banks. 

Non-Credit societies can help the agriculturist mainly in increasing hill 
prod11ction thro11gh agricultural and land imprevement, in increasing his net 
profits by co-operative purchase of hia requisite& and by co-operative aale 
of his prod11oe. It would perhaps not be irrelevant to describe here briefly 
what work has been don9 on these lines in this Preaidency and to note the 
drawbacks and the difliollltie3. Other lines on which work bas also been 
done are the formation of Cattle-breeding and Cattle Insurance Societiea but 
t;hese have not so far become very jmportant. 

In this Preaidency, while the number of agricult11ral credit societies 
is 2710, the number of non-credit societies is only 159. The working oapital 
of the former amounts to over Rs. 1,70,00,000 while that of the latter is only 
a little over 5 lakhs. The progress made as regards CG operative p11rchase 
has been extremely slow. Most of the work done has been by the shops 
managed by Branches of the Provincial Bank and these are aituated in tracta 
irrigated by canala. Last year they sold man11re worth about 5 lakhs. The 
Bank takes no risk b11t o!lly acts as agent. This arrange.nent; has worked 
aucoessfully from the business point of view, but the drawback is that though 
the shops are run in the interests of the members they are not under 
their control. On the other hand the success of the aeveral co-operative manure 
aocietiea started in other areas has been varied. Societies which purchased 
manure worth aeveral thousands and were thus in a position to purchase 
directly from the outside wholesale markets-have on the whol.e been auooeea, 
ful. Smaller societies, however, whic3 b11y looally can usll&lly olier no very 
great advantage and often t~nd to become mere credit sooiebies, giving credit 
in manure instead of in cash. Small CJ·operative societies for p11rcha~e can· 
not be expected to r11n sllccessflllly, unless at least, they are joined together 
into some central organisation which can make the purchases for them in 
common. The same remark appliea to Implement Societiea. 

In· dry tracta where the only manure used is generally farmyard 
manure, the Joana usually 'aken from the credit aocietiea are for aeed, bullockl 
and maink!nance. Several seed aocietiea have been atarted and aome are doing 
good work by purchasing good 1eed at haJVest time and distributing it 
amongst members when required. B11t the real work in this connection has 
been done by Cotton Sale Societiea which themselves provide for the supply 
of good cotton aeed to their membera. 

Societiea . for tihe co-opmative a&le of agricultural produoe are one 
of the moat powerfnl means of securing to the oultiva\or a fair share of profi'
At present the interest of the cultivator slll!era a1 his produce passeUhrough 
~~ hands of aeveral middlemen. While it would be impraotioa.blt in mo•' 



cases to eliminate all middlemen and bring the producer directly in touch 
with the consumer, it is quite possible by co-operation to reduce the number 
of such middlemen and thereby increase the shue of the profit which goes to 
the cultivator. For him mere increase in production is not enough, he must 
also get the best possible prh:e for his article. Co-operative marketing will 
help him til obtain it, but it must also be remembered that it is also perhaps 
the most difficult branch of agricultural co-operation, especially in this country 
where the cultivator is illiterate and suspicious and business manllgers efficient " 
and above board are not always to be found, 

We have at present 33 sale societies out of which 18 are for cotton 
B.l.le, Only about 20 of these societies can, however, be said to be doing really 
good work. The cotton sale societies did business to the extent of over 23 
lakhs last year. The largest turnover was in the case of the Gadag Cotton 
Sale Society which sold cotton worth 9llakhs. This, however, represented 
only 11 per cent of the cotton brought into the market. In other cases the per· 

. centage was still smaller. The societies in the Southern Division sell an ginned 
cotton. Each cultivator's cotton is sold separately. One great advantage 
which these societies have at present and which is also one of the main 
reasons of their success is that the cotton brought to the societies for sale is 
graded by oiiicers of the Agricultural Department. 

The other class of sale societies has been formed in Gujarat. Both 
here and in the Southern Division sale societies undertake the distribution 
of good seed, but in Gujarat the societie3 deal with cotton lint. l\{embera' 
produc~ is collected together ancl ginned by th'e society. Tie pnduce .of the 
members gro\Vn from the same cl~ss of seed is p'o'ole:i tOJether and a uniform 
price b!!.sed on raalisations during the year paid at the end of the season. 
f1Iembers are, if n~cessary, paid a certain percentage of the probable price 
as an advance at the time they bring in their produce. Under this system the 
societies are able to sell their produce by sample and get into direct touch 
with the market in Bombay. 

Besides cotton, sale societies have dealt with molasses, areca and 
gro~ndnut, chillies and miscelhneous agricultural produce. The shops connect
ed with the branches of the Provincial Bank sold molasse3 worth nearly 
8 lakhs on commission. The total sale by all the co·operative sale societies 
amounted to nearly 35 lakhs. 

The experience in this Presidency confirms the lessons already learnt 
in other countries rcga rding co·operative marketing. They may be briefly 
summarised as follows :-

I. The society should be for the commodity and notfor the area; 
and wherever possible a central organisation for dealing with the same 
commodity should be started. The bigger the organis~tion the greater are the 
chances of succeaa. 
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2. The society should be able to command a considerable percentage 
of the commodity brought into the market. For this purchase in some 

countries t:ocieties enter into a C'Jntract with their ..members binding the 
• 

latt~r to bring their produce to the society for sale and the societies have 
legally the right to get the contract enforced through Courts, or if that be not 
possible they can secure damages. The time is not ripe in India to get 
such 'egislation passed, but several of the credit societies in this Presidency 
have made a rule rooking it compulsory tfor members who are given a 
loan for cultivation of say cotton, to take the produce to the local sale 
society. Such a rule, however, is not always enforceable in practice. 

s. Arrangements must be made for the adequate financing of the 
producers. If the members are financed by an ordinary money-lender, 
it is usually likely that the borrower will take his produce h him for 
sale, as often the moneylender i!! also the dealer in that commodity. Sale 
societies can, however, advance only on the security of the goods brought 
to it for sale. Financing prior to the production of such goods should be 
done by the local credit societies. It is very risky for sale societies to undertake 
such finance. 

4. It is very desirable to get the produce inspected and graded by a 
competent sta:II. 

5. They should have sound business management which will naturally 
have to be well paid. 

Another important direction in which non·credit work can be deve
loped is by the establishment of societies for carrying out wor.k of agricul
tural and land improvement. Three kinds of l!ocieties which have been or 
are about to be: started in ~is Presidency may be mentioned, We have 
registl'red four societies for fencing against the ravages of wild. pigs. These 
have proved successful and are not only advantageous for lan•l already being 
cultivated but also for bringing back under cultivation land which had been 
abandoned on account of damage done by wild animals. Two Joint Cultiv&o 
tion Societies have been registered, one of these in a tuct liable to famine, 
where ari oil engine has been set up to irrigate part of the land taken up 
by the society. The third class of societies for which proposals are now being 
considered are irrigation societies in which oil engines are to be set up on big 
wells or tanks, to irrizate the land under their command. Besides this there 
are bigger projects, lik; dams across nalas, series of embankment~ in certain 
villages, which are to be carried out on a co-operative basis. These 
naturally require being inquired into by an expert. The local Govern
ment has recently sanctioned the appointment of an Agricultural Engineer 
who will examine these schemes and it is hoped that after this appointmenfl 
more rapid progress will be e:fiec~ed. His obvious that in tbe case of societies 



for agricultural and land improvement· the advice and guidance of ofticera 
of the Agricultural Department is very desirable and necessary. The question 
of financing such works has to a great ~:xtent been solved by the fact that 
the local Government have for the last two years been placing a grant out 
of its tagavi grant at the disposal of the co-operative movement for 
long term loans for land improvements. 

For the further development of the non-credit movement, inten
sive propaganda work is neceBBary in selected tracts and it h desirable that 
such propaganda work should generally be undertaken in areas where credit 
operations have already been successful and the ordiuary principles of oo· 
operation have been understood. It is also necessuy to have a paid staff to 
carry on the work of propaganda, organisation and supervision, Honorary 
workers will help but as the work is difficult and requires continual atten· 
tion and technical knowledge for guiding, a paid agency is necessary. It is 
also essential to have close co-ordination between the two departments of 
Co-operation and Agriculture. In this Pre'sidency such co-ordination has been 
secured to a great extent by the formation of the Joint Board of the Regis
trar and the Director of Agricultsure, with Divisional B~ards under them 

: formed of officials of both the departments and non-officials taking interest in 
co-operation and agriculture. The starting of Taluka Associations with a Go
vernment subsidy for the spread of agricultural improvements through co· 
operative societies has also the same end in view. The successful working of 
~hese associations will, it is hoped, give a great sti nulus to the 
development of non•credit work in this Pre11idency. __ 



THE POPULATION PROBLEM IN INDIA, 

BY PBOI'. c. J. IIAMIL'l'ON, M.A., PATNA. 

In a great country such as India, inhabited by people of widely difterent 
stages of civilisation, who speak many difterent languages, profess a number 
of religions that have little in common, and observe social and ethical rules 
so various that there is hardly any conduct that is not at once condemned by 
some sectbn while approved by another, there is presented a series of 
problem3 of profound interest to the student of social evolution all of which 
are in one aspect problems of population. For even in a country so conser
vative as India, where travel is often almost impossible for very large sections 
of the people and where the difterent social and ethnological groups are
hedged about by laws and customs that tend to preserve each in a water 
tight compartment there is still at work the process of competition and 
social selection that slowly modifies the structure of society and leads to the 
extinction, the modification or the survival of difterent types. 

But it ia not as a student of ethnology or of comparative religion that 
I propose here to oonsider the problem of popula.tion. The problllm of 
chief importance to the economist is that which has earned the name of the 
"Population Problem," namely the relation of the population to the means 
of subsistence. In the light of such information as is available from th~t 
Census of 1921, I want to attempG an answer to the question •• Is India 
Overpopulated ! " 

... Whether modern ·atates are in danger of overpopulation and, "if so, under 
what conditions, is a que&tion that has been fiercely discussed by a large 
number of publicists in many c:Ountries. At the present time the destruction 
of capital and breakdown of economic organisation resulting from the war 
has brought much auftering in its train. It has serveJ to bring into renewed 
prominence the question whether numbers are not pressing too hardly upon 
the means of subaistence. ''The most interestiog question in the world" 
aay~ Mr. J." M. Keynes, cc tof tho01e at least to which time will bring •1s an 
answer) is whether, after a abort interval of recovery, material progress 
will be resumed, or whether, on the other hand, the magnificent episode 
of the niuet~Jenth century is over.'' (Introduction to "Population", by 
Harold Wright) To this query, Sir William Beveridge has recently replied 
in the following words: "Such examination as _I have been able to make 
of economic tendencies before the war yields no ground for alarm as to 
the immediate future of mankind, no justification for Malthusian panic." 
(Presidential address to the Economic Section of the British Associatioo 
192S). And yet even Sir William Beveridge appe&rl! to admit that in some 
laDle a •• population J>roblem " remains, for he says m the same addre•. 
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"Nothing that I have said discredit the fundamental principle of Malthus, 
reinforced as it can be by the teachings of modern science." It would seem, 
therefore. th~t the problem of population can be stat~d in at least two 
ways and that the answer to the probl~m will depend on the way in which 
it is stated. It will, in fact, be found that the controversy on the subject 
has often turned on a failure to agree as to the nature of the issue at 
stake. It is important to make this issue clear at the outset, 

THE DEFINITION OF OvERPOPULATION. 

The essential distinction consists in differentiating between overpopu
lation as a state and overpopulation as a tendency. But overpopulation 
regarded as a state may be conceived in two ways. The first may be defined 
as final overpopulation or saturation. It wouH exist in complete degree 
supposing that the material resources necessary for man's economic well-being, 
the cultivable land, the coal, the metallic ores and so forth, had been so 
far exhausted that they everywhere yielded a diminishing return to man's 
labour. The food supplies are here of primary importance, for whatever 
may be the resources in other directions they will not eventually make up 
for a defect in food materials. It is to this aspect of the ease that Sir William 
Beveridge has chiefly addressed himself and to which· he has declined 
to give a pessimistic answer. He believes that statistics show an increasing 
return to man's labour and that there are. large undeveloped- reso1uces 
which give promise of a continued increase. He asks that hie view may 
be confirmed by an investigation int() the potential agricultural resources 
of the world. Mr. Keynes, on the other hand, is not so confident and thinks 
that statistical evidence suggests that even before the war the effects of the 
laws of diminishing returns had begun to make themselves generally felt. 

Overpopulation defined as a state may, however, be conceived as 
relative rather than final. At any given moment there is a certain volume 
of capital available for productive use, there is a certain stage of scientific 
knowledge applied to produotion, there is a certain degree of human efficiency 
dependent on education and social organisation. It may not be denied 
that in time these limitations may be overcome and that the result will 
bring an increasing return to man's labour. But relative to existing economic 
circumstances the numbers of the people may be such as to press upon the 
means of subsistence and so may be said to re§\llt in overpopulation. 

NOTE.-The phrase "pressing upon the means of subsistence" is capable of 
varying interpretations. It certainly does no-t connote •• death from starvation" in 
the bald sense. It does not even imply that considerable sections of the people are 
living at the lowest possible standard of consumption that is compatible with existence. 
But it does imply that the death-rate, particularly the infantile death rate is 
directly swollen by reason of poverty and that this poverty is due to excess of 
numbers. Sometimas the stlt'-l of ra!ative overp:>pu\ation is defined as relative to an 
optimum population. At any given· time relative to the existing resources of produc· 
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tion and the methods of economic organization there will be a certain number of the 
·people wliich will give the highest return in respect of income per head. This is the 
optimum number and overpopulation may be said to exist when this number is 
exceeded, just as underpopulation exists when this number is not reached. This mode 
conceiving the question of overpopulation is prominent among recent writers. 
Referring to the question whether India is or is not at present overpopulated, Mr. 
Carr-Saunders says : " What we want to know in the case of India is whether the 
real income per head is increasing or not with the increase of populaticn." (The 
Population Problem, page 275). 

In my opinion this method of formulating the issue is not satisfactory. I do not 
deny that it is in itself a very important question; possibly the most important 
question relative to population. But there is another question of at least very great 
importance. It is whether population is being actually restrained from a more 
rapid increase by the effects of poverty rather than as the result of a rational 
limitation of numbers. Poverty may be an- effective determinant of the death -rate 
while the average jncome per head is rising •. It would be sufficient to bring this 
about if the consumption of conventional necessaries were increasing while the 
effective check upon the growth of numbers continued to be a deficiency in the 
consumption of necessaries. This suggests another mode of defining overpopuiation. 

In contrast with the two ways of regarding the subject just explained 
there is another way of conceiving it. The primary fact may be thought of 
~ s the existence of a tendency on the part of human beings to reproduce 
their kind at a rate faster than the rate at which they are increasing the 
material means· of subsistence. If this tendency is in effective operation 
the results must follow. It can only be a matter of time before the state of 
final overpopulation comes about: But, much more immediately important, 
the state of relative overpopulation must be present, probably exhibited in 
the oscillatory iorm suggested by Malthus. The important issue is thus 
shifted. It is not so much a question of examining the exieting undeveloped 
resources, or of ascertaining whether the law of diminishing ·returns is 
actively at work, as of investigating the nature of the checks upon the 
tendency to human increase. It is presumably of overpDpulation 
regarded as a tendency that Sir William Beveridge was thinking when he said 
that the fundamental principle of Malthus remained undiscredited. This 
is the aspect of the subject that appears to me by far the most important and 
requires to be put in the front place rather than, as is customary, to be 
concerned ~mainly with the question of the exi~tence of surplus land~ and 
reserves of minerals. 

We may formulate the problem of overpopulation, therefore, under two 
main heads: 

u 

(a) Is the existence of the tendency towards overpopulation a 
potent fact and what ·is the nature of checks which keep 
the tendency to increase of numbers within bounds ~ 

(b) Has the tendency now produced in India. an economic c1nditioll 
that may be fairly described as one of relative overpopula· 
tion? 



To this latter question one recent writer at least has given a tentative 
answer : "In India the population has been increasing with disquieting rapidity 
owing to the removal by British rule of many of the checks to population 
which formerly prevailed; and it is probable that the recurrence of famines 
in that country is partly attributable to this increase."' (Population, by 
Harold Wright, page 56.) I should like to point out that this passage 
seems to me to indicate a misconception of the real character of the 
problem. As a step on the way towards final overpopulation the large 
increase in the Indian population may indeed be described as disquieting. 
This, however, is a distant prospect at present. Apart from this, what 
does the large increase imply1 Merely that the economic resources of 
India have been largely increased making possible the expression ol the 
tendency to overpopulation in a growth of numbers.· For the time the 
checks have been less severe. There is nothing to suggest that the standard 
of living of the people has been lowered as a result. In fact the 
increase really leaves the problem where it was before, for it does nat in 
itself afford any indication of the nature of the checks by which the Indian 
population was re11trained before the advent of British rule or now. 
This, however, is the essential problem. 

THE MALTHUSIAN DocTRINE AND PoPULAR THEORY. 

I have distinguished the conceptions of o'~erpopulation defined as a 
fact and as a tendency. Before considering how far overpopulation 
regarded from either of these standpoints may be predicated of India it may 
be worth while briefly to refer to certain popular refutations of the so-called 
"Malthusian bogey ''. The Malthusian doctrine, stated in its essential form 
and put in such a way as to avoid the iriaccuracy of the '' arithmetico· 
geometrical law," depends on the following propositions:-

(a) The fecundity of the human race is such that the people, unless 
subject to certain checks, will multiply in number at a 
rapid rate. 

(b) The means of subsistence cannot be increased at nearly such 
a rapid rate. 

(c) Therefore, unless the people restrain their procreative instincts, 
the population will multiply up to a point at which the 
death-rate arising from certain positive checks will prevent 
further increase. These positive checks were chiefly the 
forces of disease and a high death-rate due to poverty. 

(d) The only alternative to the operation of this positive check on 
the growth of population, a check which, in &he words of 
Malthus, made itself felt through the forces of misery and 
vice, was to substitute the preventive cheok of self
restraint. 
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As Mr. Carr-Saunders has remarked " the whole theory is one of~the 
comparative (potential) rapidity of the increase of .ropulation and of the 
(potential) increase of iood.'' (The Population Problem, page 198.) 

·undoubtedly the practical significance of Malthus' discussion lay in the 
fact that he was unable to offer any hope that the majority of the people 
would exercise self·restraint. Hence it appeared inevitable that a large 
section of the people should be condemned to what economists have more 
recently described as a state of primary poverty. " This natural inequality 
of the two powers of population, and of production in the earth, and that 
great law of our nature which must constantly keep their effects eq 1131, 
form the great difficulty that to me appears insurmountable in the way to 
perfectibility of society." (Essay on Population, 1St edition, Chapter 1.) 
Malthus indeed defended himself from the charge of teaching that poverty 
was inevitable. He pointed out that tha preventive check of prudence was 
actually operative. " A foresight of the difficulties attending the rearing of a 
family acts as a preventive check,'' "'fhe preventive check appears to 
operate in some degree through all the ranks of society in England.'' But 
he believed that this preventive check of prudence was not resorted to 
with sufficient generality to prevent the pressure of population on the 
bounds of subsistence, " The positive check to population, by!which I mean, 
the check which represses an increase which is already begun, is confined 
chiefly, though perhaps not solely to the lowest order of society." UnleBS 
tbese orders could also be made amenable to the dictate of prudence there 
remained no escape from their poverty. There is a further point to notice 
in the Malthusian theory. Abstention from marriage was commonly 
found to lead to the vice of_ prostitution. Hence he coupled the misery of 
poverty with vice as the two evils arising from the tendency to over
population. l\fere prudence therefore was not a complete remedy. The 
only effective remedy according to Malthus lay in the practice of " moral 
restraint.'' 

It is elear that the Malthusian theory is primarily an insistence upon 
a tendency rather than the predication of a fact. This, at least, is so if we 
accept the form of his theory as expressed in the later editions of his work. 
He spoke in the first edition of the difficulty presented by the disparate 
rates of increase of population and food as •• insurmountable ". In the later 
edition he emphAsised the possibility of escape by means of the preventive 
check, It follows from his theory, however, that unless the preventive 
check is operative through large sections of society the atate of overpopula
tion can only be a matter of time. Even if we suppose the utmost scope 
given ~ economic diacovery and full use of all the unoccupied spaces of 
the earth it is yet true, aa Mr. Harold Cox has recently put it, that "As any 
growing thing increases in size ita rate of growth must decline; for otherwise 
an impollible figure would quickly be reached." (The Problem of Popula-
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tion, Harold Cox, page 31). As au illustration of the actual possibilities 
he shows that if the population of the United Kingdom continued to increase 
at its present rate for the comparatively short space of 360 years not a long 
time in the history of a nation it would far exceed ~he present population of 
the whole world. Such is" the potentiality even in a countr.v with a low birth
rate such as prevails in the United Kingdom. What would be the case if 

. human fecundity were given anything like full play. Some idea of the 
maximum birth-rate may be reached by such a calculation as the following:

Suppose that the women of child-bearing age in a community are one
.fifth of the population. That is approximately the number in all countries .• 
If all the women were healthy, married and produced a child once every two 

· years,:it would lead~to a birth-rate of lOO per mille or more than four times 
the rate for England and Wales at the present time. In the light of these 
facts there is no possibility of criticism regarding the Malthusian theory to be 
found in questioning the potential fecundity of the human race. 

While it is true that the Malthusian theory is primarily a statement 
of tendency it is none the less true that Mal thus believed ip ·to be the explana· 
tion of a fact, the fact of poverty. The check upon the potential growth of 
numbers has always to be effective and since he saw no sign of the preventive 
check becoming effective he saw no immediate escape from the fact of poverty 
as a positive check. · It will be found that in considerable sections of the 
people in every state and in the vast proportion of the people in many 
states the preventive check is to-day inoperative. It is probable, if the 
Malthusian theory is true, that poverty is to-day largely the result of excessive 
numbers and that relative overpopulation is a fact. 

We may now briefly consider the chief popular objections levdled against 
the Malthusian teaching. . 

Those who have attacked Malthus have usually taken the course of 
denying his conclusion by denying the truth of his . second prewise, 
namely that the produce of land cannot be made to increase as fast as 
population increases. Or, they have remained content with such arguments 
as that overpopulation is impossible eo long as there is spare uncultivated 
land of good quality. They then point to the existence of such land in proof 
that overpopulation does not exist. Or, aga1n, they assert that there cannot 
be overpopulation since population is increasing at the same time that the 
general level of the standard of comfort is rising. Another line of argument 
is not, properly speaking, a refutation of the Malthusian theory although it 
is often advanced as if it were. It denies the inevitability· of poverty by 
maintaining that when the people are freed from the condition of poverty 
they will maintain their higher standard of comfort by the exercise' of the 
restraints necessary for the limitation of numbers. Thus it is argued that 
the condition which brings about the unrestrained reproduction of children 
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is the state of pov~rty and the sufficient cure is the relief of poverty. Henoe 
this belief merely resolves itself into a theory of the manner in which the 
preventive check can be brought into operation. 

In discussing these objections to the Malthusian doctrine a word may 
be said as to the effect of the distribution of wealth on overpopulation. 
Even though the law of diminishing returns were everywhere in operation 

· and even supposing that there were no preventive check upon she 
growth of numbers it would not follow that population would have 
reached saturation point and that a country could not be made to hold 
any more people without death from starvation resulting. In every country 
the systm of the distribution of wealth enables considerable section3 of the 
people to live above the condition of poverty without the exercise of the 
preventive check. The two great agencies whereby the more prosperous 
sections of society are maintained are the ownership of property and the 
division of income according to efficiency. If this latter principle is obser· 
ved it follows that, however close to the minimum income the lowest grl&de 
of workers may be, if the needs of industry give scope for the e:rerci!>e of 

· efficiency, then those with double the efficiency will earn double the minimum 
income. If. in consequence of the relaxation of pressure among 
the better paid worker:> they multiply beyond the requirements of the 
more difficult branches of work the level of their efficiency wages will fall but 
it will not be likely to fall to the level of the lowest grade 1of workers since 
that wage is likely to be less than sufficient to give a standard of living 
compatible with the higher level of efficiency. Rather there is likely to be 
a constant overflow from the higher levels of population into the lower. The 
application of this distri !:utional effect in preventing the appeafanee of gene
ral poverty is likely to be greater in industrial than in agricultural countries. 
Not only is there much more scope in the former for the employment of 
differential ability in the higher spheres of organisation, but in the ranks of 
the workers the same principle holds good. It is to this cause that much of 
the seemingly grea• er prosperity of industrial countries is to be traced. 
Yet the depths of poverty are probably nowhere greater than in aectiona 
of the population of great industrial centres. 

Not only will the existence of the tendency to overpopulation imply 
no necessary saturation, but it will not even necessarily imply that the 
effective check upon numbers is a high death-rate resulting from poverty. 
It is conceivable that ignorance of the laws of health and the presence o! 
unhealthy conditions may so increase the death-rate that it permanently 
holds the birth-rate in check even in a community where the level 
of wealth is far above the minimum. This is, however, a very unlikely 
condition, if we regard a country aa a whole, wherever the practices of the 
people have risen above a very low level of civilisation. Migratioll will ~ke 



place to healthier regions and the power of nature to give immunity 
from disease to which. the body is constantly subjected diminishes its 
pffects. Where, therefore, the tendency to overpopulation exists there is 
likely in an old settled country to be primary poverty over a large class of 
society. Even in a new country it is likely to be present in some degree. 

It is necessary to say a word as to the meaning of overpopulation regarded 
as an existing fact. In the more usual meaning of the term it implies that 
in certain sections of the community numbers are positively checked by a 
death-rate which is in part at least due to poverty. It implies the presence 
of the tendency to overpopulation and at the same time the existenoe of a 
barrier in the way of access to new means of subsistence. These barriers 
may not be felt everywhere in the community. Overpopulation may be local 
rather than universal. Where they are present there will be primary 
poverty. B11t the term overpopulation may be applied so a3 not necessarily 
to connote a death-rate due to poverty. ft may be regarded as relative to a 
given standard of comfort. Thus, numbers may have rea.ched a 
point at which it is impossible to maintain a given standard of comfort 
even though they do not entail such a pressur<J "upon subsistence 
as to cause primary poverty. Finally, it is important to 
avoid the error of supposing that all death from poverty is due to overpopu
lation. There will always be the waste products of society, the unfortunate, 
the maimed, the decadent who will be unable of their own effort to obtain 
the means of subsistence. In the absenc~ of any adequate system of provi
sion for those who fall within this category there will be extreme poverty due 
to individual failing rather than to excess of numbers, It is not always very 
easy to determine which of these two causes of poverty is the real one. They 
are generally present together. Speaking of the positive check Malthus 
remarks : ''This check is not so obvious to common view as the other I have 
mentioned." " The different modes which nature takes to prevent or redress 
a redundant population, do not appear, indeed, to us so certain and regular; 
but though we cannot always predict the mode, we may with certainty 
predict the fact." 

We come now to the chief objection that has been advanced to the 
Malthusian theory ; the virtual denial of the-- law of diminishing returns. 
~his law was not formulated when Malthus wrote. It was brought into pro
minence by Ricardo very shortly after. But it is implied in the arithmetico
geometricallaw. Professor Cannan has critiois_ed Malthus by arguing that 
" when it was seen that this principle of arithmetic increase did not strictly 
hold good of agricultural produce,' The Essay on the Principle of Population ' 
falls to the ground as an argument, and remains only a chaos of facts collect
ed to illustrate the effect of laws which do not exist. :Beyond the arithmetical 
ratio theory there is nothing whatever in the Essay to show why subsistence 
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for man should not increase as fast as an • unchecked population '·" !rhis is 
caustic: but it is unfair to Mal thus. !rhe formal accuracy of his argument 
may have failed, but its substantial accuracy was founded in long experience 
of agricultural life. No subsequent experience has seriously invalidated the 
practical application oi the law •.. -·· With every mouth "says Cannan, "God 
sends a pair of hands, so why should not the larger population be able to 
maintain itself as well as the former." (Theories of Production and Distribu· 
tion, Chapter V.) The answer is that experience affords no ground for think
ing that improvements in agriculture will enable produce to be increased at 
as fast a rate as population can increase. Under any form of cultivation 
hitherto practised it is an established commonplace that the point is soon 
reached when it does not pay to increase the capital and labour working on 
the land. It is true that in many co~ntries the productive power of the 
land is far below what it should be as the result of poor cultivation. This 
is aLundantly true of India. But if good methods were everywhere applied 
and the yield of the land increased threefold, while allowing of a great in· 
crease in the standard of comfort supposing that population remained the 
same, the point would then be reached when, unless fresh discoveries in 
scientific agriculture were made, i~ would not be possible to employ more 
pt:ople on the land without lowering the standard of comfort. 

The dtnial of the law of diminishing retums sometimes takes the form 
of admitting its application in agriculture while pointing to the operation of 
increasing returns in manufacture. The latter, it is suggested, will balance 
the former. This, I think, is the argument of Ranade in his essay, .. Twenty 
years' review of 1he Census statistics." Having examined the statistics of 
population in the Presidency of Bombay he came to the conclusion that the 
denl!ity was such in the majority of areas and the uncultivated land eo 
scanty that there was little room for expansion of the people in agriculture. 
"The only escape from this danger lies in the direction of the gradual trans
formation of the means of subsistence of our livelihood, and the growth of 
an urban and industrial population, in other words the rise of towns and 
cities.'' It does not seem to have occurred to him to ask whether, the 
tendency to overpopulation remaining, this would indeed provide an escape. 
The recent· Fiscal Commission also emphasised the advantages of industrial 
development as a means of relieving the land of it!! surplus population. 
From what, we may ask, did 1\fr. Ranade suppose that a growth of industries 
would provide an escape I It might enable India to increase its total 
population. It might enable some of those in the overpopulated agricultural 

· districts to get a better living in manufacture. It might enable India to 
incrc,aae its wealth per head by increasing the opportunities for differential 
employment. But so long as the tendency of population to outrun the 
means of subsistence continues there will be no escape from the central 
fact of the poverty of the mass of the Indian people. Ranade's argument 
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suffers from the essential defect in the reasoning of those who think of the 
population problem as a momentary fact rather than as a persisting tendency. 
The law of increasing returns in manufacture means no more than this. 
Man wants more than food alone. He divides his time between growing 
his food and making his clothes. If he can reduce the time taken in 
making his clothes he can give more to growing his food. But, in the 
first place, the amount of time now spent in making his clothes, if we take 
the Indian agriculturist as the typical man, is so small that he can hope 
for very little economy in this direction. In the second place so long 
as the preventive check to the increase of population is not operative 
this relief. will at best be only temporary. The only manner in which 
the increasing retums of manufacture might eolve the problem of 
overpopulation would be if the temporary improvement of econo:nic condition 
led to an enhanced standard of comfort among the people which in 
turn caused the practice of the preventive check as a means to protect the 
enhanced comfort. 

An escape from the law of diminishing returns is sometime!!' found in 
reliance upon future discoveries and improvements. Scientists sometimes 
delight us with calculations as to the marvellous results that may some day 
be derived from the fixation of' atmospheric nitrogen. or from the 
application of electricity to the growth of crops. It is within the 
bounds of possibility that the world will be able to hold a much 
larger population than at presnt as the result of . such discoveries. 
But until they are brought within the bounds of realised achievement! 
it would be idle to make them the basis of our economic conduct. For the 
present the law of diminishing returns is an important fact. 

Ai Mr. Venn has remarked : ''While there was 'in the past unanimity in 
regard to the prevalence of this law, latterly certain economists have pinned 
their faith to the belief that ' science' if it cannot already do so, will 
in the near future be able to surmount these difficulties, or in other 
words that the chemist will evolve some process by which at a 
relatively small outlay the soil will be forced to give almost uniform returns. 
If such were ever accomplished, then indeed the law would be a thing 
to ignore, but the las~ sixty years, although prolific in discovery, have given 
LO indication of the birth of any revolution in agricultural practice." 
(Foundations of Agricultnral Economics, Venn, pa,ge 377.) 

Another refutation of the fact of overpopulation is commonly advanced 
in the form of pointing to .:;.unoccupied fertile land. Risley in his report on 
the Census for 190l remarks that nearly two-thirds of the people of India 
occupy only a quarter of the whole area of India,- while the remaining third 
is scattered over three-quarters of the area which is still sparsely populated. 
The implication i• that there is still plenty of room for the expansion of 'he 
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population. This argument from density is, by itself, almost meaningless. 
A desert may be unpopulated but it does not. afford scope for the growth of 
population. And yet the argument from density is often popularly accep~ed 
as a sufficient disproof of overpopulation. Those who take delight in trymg 
to show that the poverty of India is due to the selfish or wicked administra· 
tion of the East India Company, or of the British Government, are naturally 
anxious to prove that the poverty of India is not due to overpopulation. · 
Thus Digby in his" Prosperous British India" examines the question whe
ther the people of India are suffering because of overpopulation. He con
tents himself with quoting the words of an American missionary Sunderland, 
who had written: "A very little study of India shows that the population 
is not so dense as in a number of the_states of Europe which are prosperous, 
have no difficulty in supporting their people, and in which famines are 
never heard of." He goes on to make a positive misstatement, for he 
continues, "Nor is the birth-rate high in India." But we need not insist 
on such obvious marks of ignorance. It is a sufficient condemnation that 
he relies on a mere comparison of densities. It might be said that 
Mr. Sunderland's eole qualifications for writing on the subject appears to be 
his " little study of the facts". And yet this passage from Sunderland 
is accepted by others besides the irresponsible Digby. It is relied on for 
the same purpose by Mr. Lajpat Rai in his book "England's Debt to India." 
It is to be hoped that public opinion is sufficiently instructed to value such 
arguments and the writings of those who use them at their proper worth. 

But is there no significance attaching to the demonstration that there 
is spare land that will repay cultivation~ To this question the answer 
is simple. Its significance is that it proves that there is a temp'?rary safety 
valve which may be made use of. It does not in the least disprove the 
e.x iatence of overpopulation as a tendency, nor does it disprove its existence 
as a fact. For there may be cultivable land that is lying waste and at the 
same time there may be many districts in which the people have less than 
economic holdings and where the population is only kept down by the 
high •death· rated ue dir( ctly or indirectly to poverty. It must be remembered 
that exce!Js-population cannot flow to vacant land as water flows to a lower 
level. Not only is there the inertia due to ignorance, or love of native 
locality, but there are the real economic barriers in the shape of the capital 
investment to be made or the waiting to be endured before the vacant 
land can yield a return. Where the people are very poor and where there 
is no capitalist willing to develop the land this may effectively prevent its 
cultivation. In any case where a population is accustomed to a minimum 
standard of living they may be willing to continue in that state rather than 
put forth any special exertion in order to improve it. The existence of 
spare land is no disproof either of overpopulation defined as a tendency, 
or_ of the fact of overpopulation as a present cause of poverty. 

24 
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Reference has been made to another criticism of the classical doctrine 
of population; namely, the theory that poverty is the cause of overpopula
tion. This doctrine, which hold.s a prominent place in soCialistic literature, 
teaches that if. for example, by a better distribution of wealth, the poverty 
of the poor is relieved the necessary habits of restraint, the operation of the 
preventive check, will be generally developed, so that the higher standard 
of comfort may be perpetuated. It appears to me to be a very imperfect 
generalisation from a particular and limited experience. Undoubtedly the 
poor are improvident. And, undoubtedly growth in the standard of com· 
fort among the working classes of England and countries similariy sir,uated 
has led to the adoption of habits which have greatly reduced the birth-rate. 
It is very far from following that retnoval of primary poverty will drive out 
improvidence or cause a universal recourse to the use of preventive checks. 
Much depends on the manner in which the relief from poverty comes about. 
Nevertheless this much may be admitted that the theory referred to contains 
an important element of truth even if it in no way invalidates the ordinary 
theory of population. 

With this somewhat long introductory reference to the theory of the 
subject, I will turn to the more immediate question: To what extent is 
India now suffering from overpopulation 1 This problem involves two 
enquiries: To what extent is the tendency to overpopulation present in 
India? To what extent is overpopulation an ~xisting fact? I shall largely 
confine my attention to the first of these questions. 

PoPULATION AND THE MARRIAGE RATE. 
The answer to the fir~t question leads to an examination of the 

marriage-rate, the birth-rate and the checks upon it, and of the death-rate 
and the causes to which it is due. Specially important is the direction in 
which these rates are tending. 

The outstanding fact with regard to marriage in India is the very high 
proportion of the population that enter the married state. The following 
table shows that while there is considerable provincial variation the 
marriage-rate is in all cases very high :-

PRoPORTION OF MARRIED PERSONS PER 1,000 OF EACH SEX. 

MALES. FEMALES, 

PROVINCE, AGE 1921 191 1-1901 1921 1911 1901 

{ 
15-19 228 274 881 896 

Bengal 
20-39 795 817 784 792 

{ 15-19 450 479 ... 792 828 
Bihar and Orissa 

20-39 807. 830 824 841 
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. MALES. FEMALES. 

PROVINCE AGE 1921 1914 1~01 1921 1911 1901 

{ 15-19 263 275 290 753 773 '!55 

20-39 660 661 695 890 882 896 
· Punjab 

{ 
16-19 459 475 495 870 886 878 

2o-39 743 758 775 862 868 862 
United Provinee3 

{ 15- 19 328 349 348 831 851 796 

20-39 746 770 764 819 818 840 
Bombay 

These figures reveal important provincial variation in respect of very 
youthful marriages among boys. Bengal and the Punjab having about half as 
many married lads under twenty years of age as Bihar and the United 
Provinces. The variation in the case of girls is also important. Thus 
Bihar and Orissa and the Punjab have a considerably smaller proportion of 
married girls under twenty than either Bengal or the ~United Provinces. 
That this is not explained by the difference in the number of widows is 
shown by the following table giving the number of unmarried females in 
the respective pzovinces :-

Io-15 

15-20 

UNMARRIED FEMALES PER 1,000 FEMALES, 1921. 

AGB, 
United 

Bengal. Bihar. Provinces. Punjab. Bombay. 

459 535 

55 

488 

95 

. 744 

227 

486 

125 

It is not easy to account for this variation, but it may be due in the 
case of. Bihar and Orissa in part to the presence of a large aboriginal 
population and in part to the greater prevalence of the custom of women 
working in the fields which induces their parents to keep them unmarried 
for the sake of the economic value which they may contribute. 

It is still true that the very large proportion of the population at the 
1eproductive ages of life is married. The contrast of the state of things in 
India and in England is suggested by the following comparison :-

15-20 
2Q-215 

AGE. 

-

UNMARRIED l'ERSONS PER MILLE. 

BENGAL, 1921. 

Males. Females. 
766 55 

- 4:10 00 

ENGLAND AND 

W A.LBS, 1911. 
Males. Females. 

998 988 
857 7"67 



' 160 

At 25 more than three-quarters of the girls in England are still unmarried. 
In Bengal they are less than two per cent. The poteutial effect of this 
great disparity in the marriage rate upon the rJlative growth of the popula· 
'ion in the two countries is obvious, 

A further fact that is apparent from the foregoing tables is the gradual 
rise that is taking place in the age at marriage. 

The following tables brings out this fact clearly for the combined pro· 
vinces of Bengal, Bihar' and Orissa :-

1921 
1911' 
1901 
1891 
1881 

YEAR. Number unmarried per 
mille, males aged-
10-15 15-20 

868 665 
842 
837 
826 
809 

626 
608 
594 
572 

N'!lmber unmarried per 
mille, females aged-

5-10 10-15 
891 494 
851 422 

836 
827 

402 
372 
313 

The recent tendency for the postponement of marria:ge among young 
girls in Bengal is very marked. In the age group 10-15 there were 459 per 
mille unmarried in 1921 as against 377 in 1911. There is a marked tendency 
to postpone marriage, but thereisalso to be seen a similar tendency at the 
earlier productive ages and it is a combined result of education and reaction 
to economic circumstance. 

From. the point of view of a study: of population the high Indian 
marriage rate is complicated by the uncertain significance to be attached to 
marriage. 

It is well-known that in India marriage in the full sense usually implies 
three stages : the civil marriage, known by different terms such as nikah, 
shadi, or biyah; the home coming of the bride to~ the bridegroom, known as 
ruksat, or vida, or muklawa; and the actual consummation of the mar· 
riage. It is the latter alone that is significant. It is a problem of importance 
to discover how far this last step is postponed on account. of economic 
circumstance. The obligation to marriage in Indian society, more especially 
in the case of the girl, is so strong that postponement beyond 
the age of. puberty is only practised with the greatest reluctance. 
Every economic resource will be taken advantage of rather than 
put oft the duty of ms.rrying a female at the recognised age. But the soaia.l 
obligation refers to the civil marriage and, according to the Punjab Census 
Report, the consummatien may not take place until many years later 
(Report, page 250). There are certain ceremonial rules which govern the 
practices of cohabitation that have some effect in reducing the rate of pro
creation. In Bihar these rules are said virtually to prevent women in the 
educated clas~es from having children oftener than once in three yeil,rs.~ But 
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~i appears to be true that i':l the vast majority of marriages, more pa.tti
cularly among the labouring classes, the consummation takes place at -the 
time of puberty. By the age of fifteen a very large proportion of the girls 
have ·been married.. In Bengal the average age at marriage is stated to be 
12! years. Thus it is abundantly clear that very little restraint upon the 
increase of population is effected through the practice of abstaining from 
marriage. Marriage is well nigh universal and economic condition --only 
appears to affect it, exce{lt in a very small degree, in the shape of -ehort 
period fluctuations. Good harvest leads to a boom in marriages, just as 
marriage usually takes place at that _season of the year when the cost uf 
entert':l.inment is cheap. Over a period of years there is only a very 

. gradual tendency towards the reduction of the marriage rate. 
We may now turn to examine the birth-rate as expressive of a tendency 

towards overpopulation. 
PoPULATION AND THE BIRTH RATE. 

The fact of prima.ry importance which has to be established with regard 
to the birth· rate is whether there is evidence of general practice of control· 
ling the procreation of children within the limits of economic means of 
support, or whether procreation goes on substantially unchecked, leading to 
the post-natal check of a high death-rate. 

It is well-know!l that among primitive races there are two practices 
which have an important bearing on the actual fertility of their women, 
These are pre-puberty intercourse and prolonged lactation. The formtlr 
reduces child·bearing capacity by the injuries which it inflicts, er the disease 
which it engenders, among women. The latter appears to have a d'otJ.ble 
effect. It in some measure reduces the con captivity rate among wom!ffl'aiid 

· it is accompanied by the practice of abstention from intercourse to a greater 
or smaller degree during lactation. 

In India pre-puberty intercourse is not very common although it is far 
from unknown, but cohabitation at or soon after, p'.\berty has similar effects 
if in less: degree. It tends tD reduce population partly by lowering tbe 
fertility of the women and partly by increasing the de:J. th· rabe of young wives. 
In Bihar the proportion of females to males at the age period l0-15 faHs 
below the ratio 850 per 1000 in the nDrth of the province where ehild
marriage is most prevalent and this is attributed " to the fact that immature 
girl wives amongst whom the death-rate is high are included in this 
period.'' (Census Report, 1921: page 170.) 

It has been shown in an earlier table that the marriage age is younger in 
Bengal than in Bihar in the cas~ of girls and that this leads to an excessive 
death-rate among young wives is suggested by the fa.c' that the excess 
of the female death-rate over the male death· rate between the ages 17 to 20 
is more marked iD Bengal than in Bihar. it is true that the conclusions from 

~ ! ' ~ • 
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the age a tatistics of the Indian ctntus mlJst be rereivrd with caution. "The 
very great drop in the proportion of females in the ages 10 to 15 is due to the 
understatement of the age of unmarried girls and the overstatement of 
their ages as soon as they have reached puberty." (Census Report for 
Bengal, 1921, page 251.) 

['his is, however, not the sole cause and the variation in the defect in 
the di :ffuent pa1ts of Bihar and Orissa, closely agreeing with the known 
variatic.n in re E_rnt of taJ!y msniage, couolorales the viEw that the deftct 
is largely due to the relatively high death-rate of girls at that age period. 

The study of the variation of the number of children per family in the 
Punjab according to the age of the wife at marriage admits the" conclusion 
that the marriages in which the woman is below 15 or above 30 are rela
tively infertile.'' (Punjab Census Report, 1921, page 253.) . The Census 
Superintendentfor Baroda for 1901 remarked that numbers of child wives 
"march from the nuptial bed to the funeral pile. Nervous debility, consump
tion and uterine diseases create havoc among them.'' 

It cannot be doubted that the practice of very early marriage, so 
injurious to the health and happiness of young women in India, will 
gradually give way to higher conceptions of right conduct, but such a change 
will increase rather than diminish the tendency towards an excessive birth
rate and will emphasise the need for restraint. 

['he two-fold effect of lactation in restricting the ·birth-rate has been 
referred to. In India it is the rule for women to suckle their children for 
two years or even longer. If the result was· to prevent the birth of childre11 
more frequently than once in three years it would obviously reduce the 
fertility of women. Enquiry in the Punjab suggests that during the earlier 
years of married life a child is born every third year and that then the rate 
gradually declines ( Census Rtpo1t for the Punjab, 1921, page 256). 
According to th" same enquiry the normal size of the family in the Punjab 
shows that for every •• completed" marriage there were 3•99 children alive 
and that 5'68 children have been born. 

An enquiry into fertility in Bengal suggests that fecundity is but 1itt1e 
affected during the first twenty years of married life in the case of completed 
marriages among the middle classes an~ that in the case of families where 
both parents are still alive 24 children are produced annually by every 100 
married couples, That the duration of lactation has an effect in limiting the 
birth-rate among the aloriginal tribes of Chota Nagpur is suggested by the 
fact that, as I am infcrmed, if a W(men finds heree1f an expectant mother 
within two years of the birth of her 1ast child she is apt to procure an abor· 
tion for fear lest she is suspected of adultery. The conclusion seems to be 
clear that in India the combined effects oi youthful marriage and of prolonged 
lactation are to reduce the birth-rate to a considerable extent. There seems 
DO evidence tha• abortion has an important illfiuence in lowering the birth· 
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rate. .Although practised to some extent, as, it is alleged among the 
widows of Orissa, it is so fare exceptional as to be excluded from the impor
tant factors controlling the increase of population. 

A brief discussion is now necessary of the ques~on how far acute 
poverty itself acts as a powerful factor in limiting the birth-rate." In the 
Census of India Report for 1901 it is said: " The relation between the rise 
and fall of prices and the fluctuations of the birth-rate is known to be very 
regular and intimate, and there are physiological reasons for believing that 
the reproductive functions are first to be affected by any marked reduc
tion or deterioration of diet." 

It is perhaps hardly necessary to insist upon the merely statistical 
difficulties that stand in the way of accurate deduction from vital statistics 
in India. The crude birth-ute is calculatei upon a fixed population 
for a period of tt>n years, namely, the census population. In a 
time of famine the deaths of potential mothers will increase and this will 
have the effect to some extent of reducing the published birth-rate quite 
apart from any effect of poverty on reproductive functions. Again, it is well
known that the reporting agency fur vital occurrences, at all times defective, 
is likely to be more than usually so at time of famine. This also will give 
the appearance of a reduced birth-rate at such times. There is a further 
important factor in birth-rate fluctuations that is very commonly disre· 
garded in thE' Indian Census Report, namely, the variation in the age 
constitution of the population. An exceptional death-rate among children, 
occurring at a givan time, will reduce the women of marriageable age after 
the lapse of twelve or thirteen years to an extent sufficient to affect the 
birth appreciably. It is thus difficult to argue confidently from ~he facts of 
the published crude birth-rate. It is, nevertheless, commonly held that these 
statistics point to a marked deQ.line of fertility at a time of severe economic 
depression. Sir Charles Elliott declares in the Report on the CensUs of 1911 : 
" When scarcity begins to threaten conception diminishes, the birth-rate of 
the famine years is consequently lower than the normal, 1ihough not so much 
lower as the birth-rate of the year succeeding the famine is." This would of 
course follqw.from the greatest reduction in the conceptivity rate occurring 
when the famine was at the highest and leading to a low birth-rate some 
nine months later. In the Census Report for J 901 there is recorded 
a special investigation which supports Sir Charles Elliott's contention. 
'• During the Madras Famine of 1897 a medical officer examined about 15,000 
women of child·bearing age in the famine camps and relief works of ~he 
Nellore district and found that only 2'5 per cent. or one-ninth of the 
normal number were pregnant.'' · But such an investigation is not con
clusive, It may be explained as due to the sepa.ratioo of husbaods and 
wives since it is well-known that prior to entry on famine relief works 
tbe men are apt to wander away from their families in search of work. 
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The subject of poverty in relation to conceptivity was touched upon 
in a discussion before the Statistical Society recently when Sir Bernard 
Mallet explained a decline in the birth-rate in Germany during the war 
as partly due to famine. B11t Dr. Brownlee pointed out that the physio
logy of the matter was not simple and, in his opinion, malnutrition could 
not necessarily be adduced as a cause of lower birth-rate in Germany. An 
extended application of the theory that conceptivity is re.lucd by poverty is 
made by Dr. Bentley, the Director of Public Health in Bengal, in his 
Annual Report for 1921. Finding a marked seasonal V<lriation in the 
birth-rate in Bengal h~ explains it by the fact that the points of low 
conceptivity coincide wilih periods of the year just before the kharif 
harvest in November, rea.ch high level ·after the kharif harvest in 
January, and attain their maximum in June after. the rabi harvest is 
gathered. (Fifty-fourth Annual Report, page 6.) 

His theory is thati when food is scarce just before tile harvest concepti
vity is reduced. But he does not apparently take into account the fact that 
there are well-known marriage seasons when the vast proportion of marria
ges take place. In Bengal and Bihar the great majority of marriages among 
the well-to-do ocour in January and February while tho3e of the poorer 
classes occur about June. This would also have the affect which Dr. Bentley 
attributes to poverty, if we assume that in a sufficient number of cases mar
riage season concides with the commencement .of co-habitation. Lieut.-Colonel 
Ross, the Director of Public Health for Bihar and O.rissa, ;.in his report for 
1922, remarks that in his province the maximum birth-rate occurs in the 
three months, August, September, October, which would give maximum 
conceptivity in November, December, January. "This" he declares," is a 
reflex of climatic conditions." In other words conceptivity, in his opinion, 
varies according to the greater or less invigorating season of the year. There 
is clearly an important field for investigation in this direction, bu.t for my 
own part I am not yet convinced that the pressure of poverty actually checks 
conceptivity in the close manner that is suggested by Dr. Bentley. Yet that 
there is a cau~al re~tion between economic condition and the birth· rate there 
is no doubt. The corrected birth-rat~ is not so constant as unchecked procrea
tion and a constant conceptivity would give. A comparison between the 
movement of the birth-rate and of prices in the province of Bombay for the 
last thirty years shows a definite low inverse correlation. (Bombay Census 
Report, lg21, Appendix X). ltmay be remarke-d that this seems to show an 
opposite tendency to that in Bengal. Dr. Bentley says: "In Bengal there is 
a very marked correlation between prices and mortality; but contrary to 
what is generally believed this correlation is a negative and not a positive 
one. Thus high prices of food-grains are associated with low death-rat~s and 
low prices with a high death-rate." (Report on Public Health for Bengal, 1921, 
page 14.) .While, therefore, high. prices seem to argue a rise of prosperity on 
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the whole in Bengal, they appear to produce a fall of prosperity in Bombay. 
To some extent the seeming contradiction in these statistical results may 
be explained by the different economic position of the people m the two 
provinces. It is well-known that among cultivators producing for the market 
a rise of price may give increased prosperity provided that there is a fair 
harvest. For landless labourers or those with very little saleable surplus the 
reverse would be the case. An important consideration is the fact that prac
tically all cultivating holders of land are in debt and a rise of prices is good 
for debtors. 

There is one further very important influence at work beariag upon the 
infant birth-rate to which attention must be called. It is accepted that ma.la· 
ria afiects in epecial degree woman at the reproductive ages and it appears 
that in districts specially liable to malaria the birth-rate is below the ave
rage. Thus in Purnea in Bihar which is malarious the highest birth-rate of 
the last decade was 36·95 per mille whereas in the healthier part of the pro· 
vince the birth-rat& frequently rises to 46 per mille and even higher. 

The general conclusions that may be drawn from the brief considera
tion of the birth-rate thaJ; I have been able here to give seem to be that 
while there are important involuntary forces which reduce the rate below the 
maximum, of which the t•:tfects of disease, early marriag~, extreme poverty, 
and prolonged lactation are the chief, and while there are the forces of conven
tion, such as the rules of purification, which govern cohabitation, anci the 
custom of hypergamy which also tend to reduce the birth-rate, yet there 
is comparatively little evidence that voluntary measures are taken by any 
but a small section of the people to restrict the birth-rate so aa to improve 
economic condition or to preserve economic equilibrium. The outstanding 
feature of the Indian birth-rate is its height despite the involuntary forces 
referred to which make for its restraint. Allowing for defecti.ve recording 
it would seem that the normal birth-rate is at least 45 per mille and i6 
often rises above this level under favourable cireumstances to rates of over 
60 per mille. Moreover the birth-rate is on the whole remarkably constant 
showing thatit is on the main the result of a force unrestrained by varying 
economi~ condition. There is nothing comparable to the reduction which hlltJ 
brought down the birth-rate in England and Wales from 35'4 per thousand ill 
1880 'o 25·4 per thousand in 19~0. In India there seems to be no tendency 
for the birth-rate to fall, except among such small section of the communi
ty tha.li no appreciable effect results upon the population as a whole. The 
conoltlBion is inevitable th&t the tendency towards overpopulation in India 
is powerfullv at work and that it is only kept in check by the force of po· 
verty and diseast-. Moreover there is much effort directed towards a redllO
tion in the strength of the checks upon the birth-rate. There is the movement 
in faTOur of the remarriage of widows. Female infanticide will continue to 
grow less. Medical!science is striving to overcome the eftects of disease. Admi
nistrative t:tfort is reducing the dangers of famine, All these influences favour 
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an increase of the ,birth-rate. Are these greatly needed reforms merely to 
result in increasing pressure upon the means of subsistence 1 Are they to lead 
~o a higher infantile death-rate from other causes. Or can the present 
universa! desire for early marriage coupled with the unrestrained procreation 
of children be made compatible with a rising standard of comfort by meang 
of improved cultivation and more rapid industrial development 1 Can the 
condition of the poor in India be permanently bettered by a reduction of the 
land revenue, or of other taxation, or by a wholeule wiping out of indeb~ed
ness by such drastic measures as have bt>en recently suggested by Mr. Shah 
in his" Sixty Years of Indian Finance," or would these measures merely 
create a vacuum to be rapidly filled up by the high birth-rate temporarily un
checked by the high death-rate t To my min!l it is an elementary truth that 
whatever improvement may be wrought in the economic welfare of India by 
better methods of cultivation, by irrigation, by relief from indebtedness, by 
improved transport, or by industrial expansion a large proportion of the 
people will he condemned to a state of poverty so long as the tendency for 
the population to expand a~ the present rate continues. This is very far 
f.rom equivalent to an assertion that the sever~l economic reforms that 
I have mentioned would be worthies~. On the contrary they would 
1reatly benefit the country, but they would not serve ·to remove the 
fact of widespread primary poverty. At present the tendency to exce38 
ill numbers is held in check . by poverty and disease, These checks will 
remain unless the tendency to increase is itself diminished. 

THE INDIAN DEATB·RATB. 

It is a well-known fact that despite th~ high birth-rate ihe popula
tion of India h!is in recent times grown at a comparatively slow rate. 
Allowing for alterations in the area under enumeration and for improve
ments in enumeration the rate of growth of the Indian population 
during the successive census periods has been as follows. The rate of 
illcrease in the case of England and Wales is given for compariso!l :-

India •• 

England and Wales 

PERIOD 

1872-81. 1881·91. 1891-0l. 1901-ll. 1911·21· 

1·5 p c. 9·6 p.c. 14 p.c. 6 4 p.c, 1·2 p.o. 

.. 14'4 p.o. 11·6 p.c. 12·2 p.c. 10'9 p.c. 4·9 pc.~ 
Thus with a much higher birth-rate the increase in India has been 

much slower than in Englani by reason of her high death-rate. It would 
he a mistake to suppose however that in- India the high death-rate is 
&Iwaya due to poverty. The same thing may be expressed in a diffe&ent 
way by saying that population in India is not -everywhere pressing upon 
the bounds of subsistence. There are, broadly, four kinis of district in 
India: There is the healthy distriofl with a fairly reliable rainfall ; the un~ 
llealthy district with a reliable .rainfall; and the healthy and unhealthy 
s]istricta with an unreliable rainfall. ['he density of population in the 
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main varies ac.Jordingly. In many districts there is compara.tively little or 
~ven no pressure of population on the land where the numbers au kept 
down by disease~ But in area!! where conditions are healthy and the rainfall 
is satisfactory the pressure upon the cultivable land iaso great that iu 
almost all cases sub division of holdings bas resulted in many cultivators having 
less than economic holding& upon which they can only eke out an impoverished 
existence by meana of supplementary earnings on the part of relatives in the 
coal-mines or the mills or by themselves devoting part of their time 
.to labouring for other cultivators. The unwillingness of the Indian 
people to move to a locality which is known to be unhealthy is well 

. established Eo that in close proximity one may ·find places 
deneely populated up to the margin and others where the population 
is comparatively scanty, Even in the healthy areas it is, of course, 
far from true that the high death-rate is directly due to poverty, 
[!'he high infantile morality is largely attributable to the evil customs 
that prevail at child-birth. "After delivery tb.e mother is given various 
nauseous messes, which are often selected mainly for their supposed efficacy 
in scaring demons; she ia kept confined for days in a dark, ill-ventilated room 
in which a fire is kept smouldering and incense iP someti mea burnt and abe 
\:eta no proper nursing and no special nourishment." (Census Report for 1911). 
a' his manner of treating the mother often reacts on the health of the child. 
In Bengal in 1921 it is estimated that some "30,0:)0 infants perished from 
tetanus, the result of the filthy methods adopte:l of treating the umbilical 

·.Cord." (Report of the Direotor of Public Health, page 10.) 
It is pertinent to ask whether, if by means of education in the care of 

mothers and infants a large reduction in infantile morta.lity fro In these causes 
was secured, the result would be to increase mortality in some other direc· 
tion so aa to keep population at the same level relative to ·the means of 
eubeistenoe, To this question Sir Frederick Whyte is recently reported in 
the press to have replied that there was no such danger sinoe India was 
not overpopulated. There seems to me to be no WJ.rrant for such a statement 

,if the saving of life resulting proved considerable It is true that there is 
.often au ~nsatisfied demand for labour in coal-minea and ebew here but the 
unsa·isfied demand for labour is not large and any great reduction in the 
infantile mortality rate would cause an increase in p()p11latioo which would 
with difficulty be absorbed witho11t presupposing a much greater mability than 
at present exists. The conclusion seems to be that probably other causes of 
.death would tend to maintain the proportion betwean birth and death-rates. 
This, however, is not a valid arg11ment aga.ins t every eff C)lt to abolish insani
-tary habit&. Partly it is true that the very educative means chosen for thia 
end will tend to bring about in the long r11n the greater prudence which will 
lead to a reduction in the birth-rate, while it is plrtly true that better sani
tation will increase the productivity of the people. 
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The suggestion is sometimes put forward that the fact that India is not 
overpopulated is shown by the increase in numbers which takes place in 
the absence of severe epidemics of disease, For example it is calculated that 
if the Census in Bihar and Orissa had been taken in March 1918 the popula· 
tion would have b£en a million and a half more than it was in 1921. The ver'y 
small increase shown in the decade was due to the influenza epidemic of 
1918. Although the influenza scourge had no direct relation with poverty or 
overpopulation it should be borne in mind that the very heavy toll of life 
taken was itself in no small degree the result of the low resisting power of 
the people which in turn was due to poor physique consequent upon the low 
standard of life prevailing. It is not denied that in favourable years there is a
margin for expansion and the fact that rapid expansion occurs at such times 
is a proof that population multiplies up to the limit set by a very low stand· 
ard of economie comfort. This low standard is, given the present modes 
of economic life and production, imposed by stress of numbers from which 
it follows that bad harvests or unhealthy seasons quickly lead to a sharp 
advance in the death-rates. It thus comea about that while the birth rates are 
on the whole stable uom year to year, the chief variations being due to 
imperfect methods of calculating the crude rate, the death~rates show wide 
fluctuations as between healthy or unhealthy years and as between good and 
bad agricultural seasons. The excess of population is shown by the rapid 
reaction of the death-rate upon unfavourable circumstance. 

!·.will sum up my conclusion to which, as it seems to me, the study of 
the facts inevitably leads. The question of overpopulation may be studied 

as a fact of the moment or as a tendency arising from the birth-rate being 
eo high that normal economic growth cannot provide for the increase which, 
in consequence, leads to a high death rate and a sb ort expectation of life. If 
the state of overpopulation exists in the latter sense there can be no escape· 
from extreme poveity on the part of large numbers of the people mitigated 
by the fact of exceptionally high death-rate due to disease. The lesson seems 
to me to be simple. India can only look forward to an advance to a state of 
1easonable com fort among her people as the Iesult of a drastic change in 
her marriage customs and in the unchecked procreation of children which 
at present prevail. To achieve this reform no rapidly acting panacea is avail
able, but the first step must be a general Education of the people. For with· 
out this foundation no change of social cu etom -or economic habit appears pos
sible. There are many modifications in the ec:onomic life of the country which 
would help towards the desired end but it can be no part of this paper to· 
discuss them. The one paramount consideration _is to lead Indian opinion to 
realise the dangers of the existing tendency of population and to endeavour
to shape economic policy in the light of this outstanding fact-



DISCUSSIONS ON THE PAPERS. 

Tuesday, 22nd Januar;v 1924. 

The Conference reassembled after lunch at 2·30 p. m., when the different 
papers that were submitted were coneidered and discussed. The papers, not 
having been previously circulated among the members, could not be 
taken as read. The writers were accordingly requested by the President to 
present a summary of their papers, giving the main points they wished to 
make, so as to make proper discussion possible. 

1. British Imperial Economic Relations 
(PAGES 1-8). 

By PROF. A. J. SAUNDERS OF MADURA 

MR. J. A. WADIA of Bombay:-Prof. Saunders has given us in a few words 
what his psper is meant to convey, namely Imperial Preference. 

Before we can talk of Imperial Preference, we must havejiactJl freedom. 
Unless we can get fiscal freedom no other question as to the brotherhood of 
nations and all belonging to the same Empire matters. To the Indians it is 
a question which cannot be considered because though we belong to the 
Empire, the Empire does not belong to us (laughter). England had her protec
tion and I do not think there is anything like free trade in India. I do not 
think for my part England too ever bad free trade. She found one·fifth of 
humanity under her thumb and she compelled them to trade on her terms. 
That is not free trade. It is false trade (continued cheers). In P,pite of coal, 
in spite of industry, we in India have not progressed as rapidly as we ought 
to have done becaur.e the chief partner compelled us to trade on his own 
terms. In the last speech I read of the l'rime Minister, Mr.Baldwin, he says 
'' we must go in for protection for the simple reason that India is going for 
protection". We get no sympathy, no support. Before we can talk of Imperial 
Preference we must have therefore fiscal freedom. I can understand my 
friend as an Englishman. I am not at all here to consider Imperial Pre
ference. In the guise of protection for others England wants to protect her· 
self. The one thing we want ia fiscal freedom, free from the restraining 
influence of England. I admit that England has done well by India in many 
waya. I am a great believer in British rule in India but I do not like cant. 

Ma. KANUNGO of Indore :-1 have one observation to wake. According 
to this paper India would get pr~ference in articles in which she does not want 
preferenoe, and she does not get preference for the very articles in which she 
does want it, In encouraging the export of raw materials and in encouraging 

u 
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the imports of manufactures we de not advance industrial progress. What we 
want is to discourage such~exporta. We would much prefer a sort of tax which 
will discourage exports of raw materials and not try Prof. Saundllfs' proposi
tion. We do not want jute and cotton given preference. What we want is to 
put a sort of handicap to this preference. I do not think the policy of Imperial 
Preference can do any good to India ; on the contrary it is likely to do harm. 

SIB .. IBBABIM RAHIMTULLA :-This is a question which baa been 
discussed at considerable length elsewhere too and I think I will 
make only a few remarks. There is one aspect of the question of Imperial 
Preference which India has to consider very carefully before she proceeds 
any further. The Dominions are the children of the mother country. 
In 1908, when I was in England I was present at a pageant where 
the members of 'the family of John Bull were ~giving reception to 
Madam France with whom an entente had been recently concluded. 
There were present : Miss England, Miss Scotland, Miss Ireland, 

·and Miss Wales. The sons of England had also migrated there. Mr. Canada, 
Mr. Australia, Mr. South Africa and Mr. New Zealand were there engaged 
in watching the devel9pment of other nations. But there was no place for 
India in this reception. That illustrates the position of India in regard to 
Imperial Preference .. If you examine it from the historical point of view 
the. position was that after their emigration the sons of England had 
attained their majority and had been given full domestic freedom. It was 
only after they had acquired full dominion status that the Dominions 
responded to the appeal of the mother country by granting her Imperial 
Preference. India has only just been started on the road to political freedom 
and unless India reaches the stage of full dominion stat11s there can be 
no question of Imperial Preference on the same analogy as that of the Domi• 
nions. $ome of the members of the Fiscal Commission in pointing this out 
said they were prepared to recommend recognition of the principle of Imperial 
Preference on the distinct understanding that non-official members of the 
Imperial Legislative Assembly should have the power, unrestricted and 
uncontrolled, of initiating, granting, varying and withdrawing preference. 
This power was vested in the Dominions and ought to he vested in the non· 
official members of the Imperial Legislature. Except on that basis, no 
question of Imperial Preference can possibly blL_ considered by India. The 
very fundamental basis of preference ought to be mutual, reciprocal and 
beneficial exchange of trade. One of the witnesses, a very able represent&· 
tive of ·the Bombay commercial community, the late Sir Vithaldas 
Thackersey, in giving his evidence before the Fiscal Commission said, he was 
in favour of the principle of-Imperial Preference, !preference which ean be 
giveniand received on the basis of mutual and reciprocal gain. He was 
against any queJtion of Imperial Preference if it meant that in the political 
conditions now prevailing in India, England would shake the very" important 
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position of Indiana. If that be the prdeHnce we wc,uld hve none of it. 
But it must be as is done in the Dominions, that the non-official representa
tives of the people of India must be satisfied that a particular sort of 
preferential trade is in the interest of India aa well aa.of England. On that 
basia I do not think there will be any di!Ierencea of opinion. But the 
question of Imperial Preference presupposed those for which Mr. Wadia 
fought. Imperial preference is practically out of question till India 

. obtains fiscal freedom and is able to regulate her fiscal matters UD• 

controlled at the instance and on the initiative of her own representatives. 
If you put India on the same basis even in the present political condition of 
the country with the power of initiating, granting, increasing or withdrawing 
preference vested in the representatives of the people of this country, then 
and then alone, I hold, the question of Imperial Preference can become 
a matter of practical politics. 

DB. JOHN MATTHAI of Madras :-Is it po88ible for us by adopting some 
kind of Imperial lPrelerence scheme to replace to some extent the market. 
we have lost on the Continent by developing new markets within the Empire. 
:l'hat is why I urge a reconsideration of the problem, in view of the fact. 
that India has lost many of her markets in the Continent of Europe on 
account of the great war an.d that they have to be recaptured or replaced. 

MB. C. S. DBOLE of Bombay :-We have listened to a new 
point of view from the last speaker. First of all we must under
stand Imperial Preference as demanded by the reader of the paper. 
His point of view is quite different. He says that England 
following free trade alone cannot stand against the competition of the world. 
Why does it want Imperial Preference? Why does it want to follow an 
Imperial protectionist policy t Not becau~e India bas lost her markets as 
the last speaker has tried to make out, but because England. now cannot 
atand this protectionist world. England must protect her industries against 
foreign competition. So this paper advocates a policy of protection for the 
Empire. The point, therefore, that is made by the last speaker is quite 
different from the point; that has been made out in the paper. Sufficient 
replies ·h~ve been given so far as its advocacy is concerned. :l'hough 
thia is an economic conference still the queation of preference is more 
a political issue than an economic isaue. When we consider this problem we 
always bear in mind politics. If we bear in mind the political point of 
view, we shall find that so far as l-Ur trade policy ia concerned we have more 
trade clearly with England than with other countries. If this fact is borne 

in mind once for all, I think it is clear that the talk of preference is futile. 
Our representative, I mean the representative who represented the Govern
ment of India at the last Imperial Conference, said that the Government of 
India still held the view which she held in 1919, that India had nothing to 
saiD but eyery~ing ~ loee by the policy of Imperial Preference. So far a1 
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the question is placed by our friend here, well I think the question is not 
before us. The reader of the paper has not suggested whether we have now 
to raise another question and consider whether for the sake of India and for 
the supply of markets we should have a policy of Imperial Preference. I see 
there is not much in that point either. I doubt very much whether the 
policy of preference will find such markets for Indian products as suggested 
by Dr. Matthai. 

MR. K. SuBRAMANI lYER:- It is necessary to develop industries· 
of the coun ry and in that way to create home markets. We should 
develop our industries by a policy of taxation and when our industries 
are sufficiently protected, wa would be able to create new markets 
abroad and regain the lost ones. 

PRoF. R. M. JosHI :-Dr, Matthai has raised the point that it would 
be worth our while to consider whether, in view of her loss of the continental 

. markets, India might not herself benefit by the adoption of Imperial Pre· 

. feience which might open out to her more widely the markets within the 
Emp\re. Now let us briefly see how far that is possible. Our principal 
exports are stifl the same as they were before the War, viz, raw materials 
and food stuffs. Most of these are admitted free of duty· by all cou~tries 
whether within or without the Empire, so that the question of granting us 
preference does nofl arise. Let us take one or two instances to see what has got 
to be done to widen the markets for our goods, Our cotton was purchased 
on the Continent in large quantities before the War. If the English .:narket 

·is to take the place of tho!e lost to us, it cannot happen with the kind of 
cotton we put up for sale, viz. 7/8ths of an ·inch staple. We must improve 
the staple to, say, lith inches. When we do that, we won't have to' be~ 
for preference by g[anting preference ourselves to English goods. Purchasers 

'will run after us as they ·now run after the American staple. Besides our own 
mills will buy as much more cotton of the improved staple as we can 

. produce, for the market for the yarn and cloth they can make out of it lies 
• in the country itself. 

Take another instance, that of hides .. Our hides are not cared for much. 
,in England because they are smaller in size and weight, are carelessly rent 

and torn in flaying and therefore compare unfavourably with the American 
hides. If the quality of our bides improv.es, we-won't have to ask anybody 
for preferenee to get them.sold. But, by the way, are we so anxious to get 
the hides sold in the raw state 1 Won't we prefer to tan them ourselves and 
sell the leather! Won't we still more prefer to make the leather goods 
ourselves which at present we import 1 Our jute and rice need 
no preference, nor does our tea. In short,· Imperial Pre-
ference can help us precious little to make up the loss of our continental 



mar·kets. The war has not changed the nature of our :problt>m in this respect 
as Dr. Matthai seems to think. That is why Sir Cliarles Innes (then Mr 

-Innes( representing the Goverment of India at tho Imperial Economic Con
ference last year said that the conclusion which' the Government had 
arrived at on the subject in 1903 was equally applicable to the conditions of 
to-day viz. that f1om the economic point of view India had little to gain by 

a policy of Imperial Preference and a good deal to lose or riek. 
REPLY BY Ma.. SAUNDERS :-1 think there was good discussion. 

In my paper I have discussed the question from the economic point of view. 
As far as I can see, fiscal autonomy for ln·lia is a foregone conclusion and 
in a sho1t time we shall hav-e full fiscal autonomy. Now the 
question is. will India be prepared to adopt a policy of Imperial 

.·Preference just as the other. Dominions of the Empire are showing 
willingness to do to·day. ? It seems to me that we have a splendid 
opp.ort unity to get together and work together economically and 

we can have a well-defined econ omic policy just as well as we can have a 
well-defined political policy, end adopt Imperial Preference for mutual 
benefit. 

2. The Tari:ff' Board and Indian States 
(PAGES 8-ll). 

BY SIRDAR M. v. KIBE OF INDORE 

In the absence of the Sirdar, the paper was presented for .discussi()n 
. by Prof. H. L. Kaji of Bombay. 

PRoF. IYENGAR :-What I have t() point out i;~ that India-n States have 
at present to pay a double tax. The goods that pass to the In.1ian States are 
only in transit and they obviously should hue a right to ask fo.r a refund of 
the duties charged at the port. 

Ma.. C. S, DEOLE :--We have not got information enough to say anything 
on this question. It is a question of duties between different Native Statee 
and the Go~emment of India. . 

The. Native States claim, one of the speakers said, that they are indepen
dent countries and that they should be treated a9 foreign countries and tha~ 
they can· certainly claim a share in the customs dutiea and other revenues. 
But, as a matter of fact, though in theory they may be independent countries, 
they are not independent countries; they are treated as subordinate 
countries. 

If India were to be brought under one rule, the Native States would 
occupy the position of provinces not that of independent countries. U 
this is the position, no Indian State can claim a share of the profits in the 
revenue derived from the cuetoms duties. I. can quote instaneea, however, to 
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show that these States were treated as foreign territories. Take the question 
of Viramgam. Duties were levied. A hue and cry was raised hy the 
people against these duties. It was really a terrible thing and several of us 
saw the hardships and iniquitousness of tho whole thing. Next year the 
Ahmebabad Congress was held and a resolution was brought forward, which I 
had the honour to second, that the tariff should be abolished. Of course, 
th ugh not only as a consequence of the resolution moved, an agitation was 
going on for a good many years tiU the customs barrier at Viramgam was 
removed. There is no doubt that the question raised by Sirdar Kibe deserved 
careful consideration. 

MR. J, A. WADIA maintained that the Native States co•Jld not bring for
ward any plea for a share in the customs revenue of the Government of 
India. They did not share in the expenses for the army and the navy and 
could not share in the receipts from customs. 

The Conference then adjourned to 11-30 a.m. on Wednesday the 23rd 

January. 

A visit to welfare institutions was arranged in the evening and a party 
of about fifty went to the Fazulbhoy Mills at DeLisle Road, Parel. They were 
shown round the various departments of the Mill as also the crtche where the 
babies of the women operatives were taken care of by a competent sta:ft' of 
nurses. They then visited the Sir Currimbhoy Ebrahim Workmen's Institute 
where the Superintendent, Mr. 8. B. Kulkarni, gave a clear idea of the welfare 
work done for the Currimbhoy group of Mills, through the Social Service 
IJeague. The party was then taken to the Bombay Workingmen's Institute 
where Mr. N. M, Joshi, M.L.A •• of the Social Service League, explained the 
very useful purpose· served by the numerous activitiea undertaken by the 
League for the welfare of the workingmen of Industrial Bombay. 



Wednesda_y, the 23rd January 1924. 

The Conference met again on Wednesday at 11·30 a.m· in the University 

Convocation Hall, Sir M. Viaveevaraya presiding. 
The morning eession1was taken up in considering currency questions and 

the papers thereon were presented by the writers. The discussion that 
ensued was interesting and took up also part of the afternoon. 

a. The Government of India and its Currency Policy· 
(PAGES 90-102). 

BY PRoFs. P, A. WAD[A AND G. N. Josai OF BoMBAY. 

4 The Gold Exchange Standard during and after the War 
(PAGES 82-89), 

BY PRoF. B. R· CBATTEBJI o:r AMRITSAB. 

ts. The Gold Exchange Standard of India (Pre·war Period) 
(PAGES 103-106). 

BY MR. T. J, KuMARASWAMI o:r MADRAS. 

MR. J. A. W ADIA :--Of all the papars read, I preferjthe first which was 
more or less sound and I.,;.havecome to one conclusion and it is: Let us go 
back to. our silver standard. In this view!I am supported by the report of 
the Babington Smith Committee. The:ailver standard lia a capital standard. 
It served all our purposes and prevented~ • fluctuation in prices. I 

think if you wish to have a gold standard, then !you must have a !gold 
currency also. If you cannot have a gold standard without a gold currency,;! 
then the sooner you go backJto the silver standard the better. 

PaoF. HAMILTON :-1 plead for a gold exchange standard. It is some
timet urged that India ought to have gold standard because India is a credi
tor country. I submit that India is not a creditor country. The essential 
conditio n of a creditor country ie that it must have a balance of 
claims on other cou.ntries in excess of th~ claims which the other 
couPt nes might have upon it. I maintain that India does not fulfil 
that condition. In my opinion, India is a debtor country. I should 
point out that the views of banken and economists in England during the 
last year or so had been increasingly tending to the conclusion that it would 
be a fundamental mistake for England at the present moment to rush back 

• to the gold standard. She haa not a gold standard at the present time. She 
baa a gold exchange standard and her present policy is to watch and wait. 
It seems to me that the arguments in favour of•a:gold exchange, standard are 
increasingly accepted by statesmen, bankers and ~economists in the whole 
world. I submit that it is not right to say that the gold standard is the 

only perfect system, This was the view held by Baron Rothachild thirty yeam · 
ago; but it is not held by the bankeri of to-day. 
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Ma. B. F. MADON :-The policy of Government for the last five Jean has 
-been that it is highly desirable to manipulate exchange in order to alleviate 
the hardships caused by fluctuation in prices. There the whole trouble came 
in. But I think Government should leave exchange alone at the rate wMch 
had been deliberately adopted thirty years ago, that is IB· 4d. What we 
aim at is to see that the ratio of 7•53 grains of gold to our unit is restored 
and that Government allows -gold to come in. If we could go back to these 
sound lines, then -I personally consider that the gold exchange standard 
would be a sounder s~andard tci be dealt with than the gold l!ltandard. 

PRINCIPAL M.L. TANNAN :-I am not going to detain you with the various 
arguments which can be advanced in support of a gold etandard. I may 
say that I am willing to accept that in theory the gold exchange standard 
is perhaps better than the gold standard. In practice, I say that the gold 
standard is better than the gold exchange. standard, more eo for a country 
like India. The gold exchange standard may be good for a country like 
England where people are literate, where people know that gold is in the 
Central Bank, and that whenever they want it for making ornaments or for 
other purposes it will be available. Then with regard to U~e experience of 
small countrie3 referred to by Prof. Chatterji, I wish to ny that in the 
first place, these experiences do not point out clearly that the gold exchange · 
standard is really better than the gold standard. For instance, in order to 
maintain the gol:J exchange standard , the Government of the Straits Settle
ments had to increase the currency by nearly a hundred per cent in one year· 
and another year to reduce it considerably .. Thus it led to a very rapid 
rise in the price level in one year and a very rapid fall of the price level in 
the following year. Moreover, I want to mention the fact that whatever
may be found good for a small eoun try like Siam may not be good for a 
large country like India, I do not take it that 11 hatever is good for on, 
country is bound to be good for another country, Prof. Hamilton said, 
Bombay in particular wants the gold standard because with the people of 
Bombay it is a matter of pride. It is not for that purpose· We know our 
economic condition which suffers in the absence of a gold standard. I ask 
Prof. Hamilton, the champion of the gold exchange standard, if there is any 
other eountry in the world where the bank rate jumps up 75 per cent in 
th~ course of three to four weeks every year as 1t. does in India Even with a 
very high ba1_1k rate, the money market is very tight, whereas at the ease· 
tim'e the bank rate in other countries remains as low as five per cent. 
The l'MM!i as far as I can see is thall the money which is available in other 
counttie-s does not flow into this country because the capitalists are not 
sure about the exchange at which it will be withdrawn. Therefore, they are 
not· prepa'r-ed to take the risk of sending money to this market, although 
th~ l::iank ~a~ here goes up to ·s or 9 pe~ cent when in t·Je other countries· 

--
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it remains as low as 4 or 5 per_ cent. Prof. Hamilton also said that .· 
London and New York have become the financial centres of the world. for 
various reasons. One of. these reasons as far as I can ~ee is that England 
was the first country to adopt the. gold standard (applause} It has 
become the centre of international finance, Of course, there are other 
factors also. Prof. Hamilton said · that England was not a worshipper of 
the gold standard. Well, as far as the expressed views of British bankers 
and others are concerned, most of them point out that England does want 
to go back to the gold standard. I do not deny that ~hat there may be 
individual economists who hold that it is not necessary for England to go 
back to the gold standard. One of the chief arguments usually advanced 
against the adoption of the gold standard by this country is that India would 
not be able to get gold for export purposes; but.! would point out that during 
the years 1920-21 she exported a fairly large amount of gold. If India could 
find gold for export purposes when she had no gold currency, I see no reason 
why India should not find gold for that purpose when she has a_ gold standard. 

PRoF. B. K. THAKORE :--The classical theories, the classical formulre and 
the classical labels on the subject are losing ground. It is being realised more 
and more clearly that facts are far more complex than the classical economists 
bad thought. Especially from the middle of the 19th century onwards, as the 
volume of international exchanges has grown and more and more distant coun 
tries have- come into close economic contact with one another, the economic 
organisation in every country is becoming more and more sensitive to events
and influences from every part of the world however distant. Production, trans
port, trade, banking, currency and finance are thus acting an.d reacting on 
one another more rapidly and to a greater extent than ever before, and 
this eeneitive interaction is increasing by leaps and bounds. 

Price statistics, trade statistics, . production statistics, bank statistics, 
bullion and mint statistics and paper currency and finance statistics are being 
noted more and more carefully everywhere; and these figures are becoming 
available for the stud.mt from all the principal centres all over the world to 
an extent not possible even twenty years a.go 

The 'period 1914 to 1921 is a period during which almost every country re
sorted to unheard of and desperate currency measures, all of which are recorded 
along with all the circumstances preceding and following them: thus we 
have a vast mass of authentic material to investigate and analyse, and the 
currency theory that scientific study would gradually evolve from it would, 
for the first t!me in economic history, be such as to square with the bulk of 
the recorded evidence. 

When such a theory emerges and gains the day, every country will have 
to modify its currency in the light of it. 

Moreover, politics and currency and finance are intimately . connected 
!7 
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and if we succeed in evolving an in11ernational authority like the League of 
Nations as an arbitrator between hidividual nations, it is conceivable that we 
may also have a single international currency for international trade, and 
each political and economic ~nit :will have in addition and correlated with 
it, a local currency issued by itself and for internal use only. 

This however does not appear to be possible in the immediate future. 
And what every state and community really want is light on the present day 
and on the immediate future: a poor and struggling country like India 
wants this much more than other countries who are, comparatively speaking, 
better ofi. 

From this more limited point of view of immediate utility the practical 
economist may aay-

(i) Violent changes must be avoided at all coats. 
(ii) We must gradually elide into a system involving far less 

interference and manipulation than to-day. In fact ceterus paribus 
that system is tihe best which involves the least possible interference 
and manipulation by the State. 

(iii) As steps towards this goal, may be moat urgeqtly recommended 
for adoption at the earliest opportunity-
(a)-A free market in gold. 
(b)-A free mint for gold coinage. ·' 

(c)-A sytem of paper currency in which the currency note of 
the highest denomination only is a promise to pay on demand 
-not so many rupees-but so many of the gold coins that 
the mint of India coins. 

If these three features are substantially secured, the resulting currency 
system may be called a gold standard or a gold exchange standard system, 
or by any other name the. experts prefer to apply to it. The label officially 
or popularly to be attached to the system i3 a matter of no consequence 
whatsoever, 

PROF. R. M. JosHI :--In your opening address, Mr. President, you 
showed in how many respects India was behind the rest of the civilised 
world; but from the remarks of some gentlemen on the papers under discus
sion, it appears that there is at least one subject in which India is ahead 
of the rest of the world, nay, has always been for the last twenty-five 
years, viz. the currency system. The gold exchange standard which India 
adopted in 1899, is, we are told, the system which eminent economists 
... f Europe like Mr. J. M. Keynes have declared to be the ideal cur~enoy 
system, which nations of Europe and America are going to adopt because 
they want an alternative to the gold sh ndard which has failed to stabilise 
prices. Now, sir, abnormal growth in one part is as bad for a nation as 
for an individual. Iudia is admittedly half a century behind the world in 



many· matters like agriculture, industry, commerce, politics and. social 
reform; but in currency she anticipated the latest developments of 
scientific theory twenty-five years ago. What we must do in this respect, 
therefore, in order to ensure harmollious growth of all parts of the body 
politic is to go back to the good old gold standard as it was understood 
in England for a full hundred years before the war. In the meantime, let 
the Keyneses and Fishers and Gustav Cassels establish the scientifically 
superior gold exchange standard in Europe and America; and thirty years 
hence when that system is recognised as the bfst in the civilised world, 
backward India will gladly adopt it. Let us not try to jump when we can 
hardly limp. 

On reassembling after lunch at 2-30 p.m., the discussion on the currency 
policy was resumed. 

DR. BALKRIBllNA :-Are we going to sacrifice the stabilisation of prices 
in India for the sake of stabili~ation of the foreign exchange which I do 
not want! This is the first argument against having gold exchange stand
ard. The second thing is, as was pointed out, that in Bombay and in 
other commercial cities the working of the cheque system is very much 
developed. But we should know that only 3 per cent of the population lives in 
cities like Bombay and Calcutta. In the villages wher<! more than 
95 per cent of the population of India is to be found, the credit system bas 
not been well developed. What I feel is that the gold exchange standard 
can only work in a country where the credit sybtem is highly developed. 
A learned writer once calculated the ratio oi credit to cash. In England, 
if I remember aright, only i per cent is being done by cash, while 9~·5 per cent 
of the whole business of the country is being done by credit. What about 
the thing here t In India mainly we carry on our business transactions in 
cash; in such a case we require currency which must be substantial. The 
greatest point which has to be emphasised is that our currency here has 
been inter-amalgamated. We want an automatic currency. Is it because 
it is a foreign Government that its interests are being sacrificed ! Leaving 
that point altogether out of consideration, and only guided by economic 
considerations, I feel that we require an automatic currency and that comes 
only when we have a gold standard with a gold currency. Why is it only 
New York and London thut have these stores of gold and why not any other 
country, say, India! India represents I/5th of the population of the world 
while England and America contain 50 millions and 30 millions. Why 
should we also not have some stores of gold? I think with our population, 
with our rising prosperity, when. we are being told that we are prosperous, 



we require gold being stored in our country. We need not trust New York 
and others. There is another chief practical argument. When we have to 
depend upon one or two markets the variations will be many, the oscillations 
will be more and more· Then for stability of money markets, gold should 
come to India as one of the store house like London and New York. Prof. 
Hamilton said it did not make much difference if we used brass or copper 
or a spoon of gold. He is right but only when we know that the spoon 
of gold is with us, and that is the question. There is danger when the gold is 
not with us but with others. The whole history points out that gold is not 
with us and that therefore people are suspicious. People cannot see that 
tangible thing. We want the gold spoon because that is a tangible, a 
visible thing, on which the people of the backward <:lasses wholly depend 
in villages. In the village3 people do not accept currency notes; those people 
have no faith in currency notes. They want something tangible and that 
is g~~ · 

PRoF. MYLES :-In spite of the most enthusiastic reception that the 
advocacy of a gold standard has received here, I must admit that I am not still 
convinced. I must agree with Prof. Hamilton when he said that it seemed 
to him that the advantages of the gold standard had been exaggerated. We 
have heard a very great deal about automatic currency and ·automatic system. 

· Now if you think for one moment I think you wjll practically acknowledge 
that even before the war there was only one free market in the world for 
gold and that country was England. I was in America some time before the 
war. I know the greatest difficulty was put in the way- of. any one who 
wanted gold in America. With silver dollars in. circulation, with difficulty 
put in the way of obtaining gold for internal or external purposes i~ was 
very far from the position that exists in India. Prof. Tannan said in his 
remarks that it was largely due to the gold standard. It is partly so, in the case 
of London. In the case of America, it is not so. One other point that does 
not seem to have been i!pecially brought out is : Why was it that England 
was in a position to maintain a free market t I maintain that it is largely 
because of England's position in the international markets, Eugland's 
position as far as trade is concerned. Owing to her manipulations of 
bank rates, England had influence over the world supply of gold. Do you 
expect, the bank rate in India would exercise the same influence if she 
adopted the gold standard? I personally very much doubt whether 
India would be able to achieve that result. -

llriR, T. K. DURAISWAMI AIYAR :-The question has been raised as to 
which is the best currency. It was suggested by Mr. Wadia 
that we may go back to the silver basis. Other suggestions 
have been advanced that we must have a gold standard 
coupled with gold currency. Let us enquire what are the purposes of the 
currency. That is to secure more or less the stability of purchasing power. 
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Let us see whether if we had retained silver we would have obtained this 
stability. Most economists agree on this poio.t that we must have gold in the 
background becau;e we have no~ reached a state of intero.a.tional agreement 
on the basis of working by index numbeu. WheD disarmament comes, 
then the world and commerce would go side by side. The idea of having 
a g~ld standard along with a gold currency circulating is not possible. 
As for the point raised by Mr. Tannan, they would not agree. Bring it in 
par with gold. Then you will see England would not go back having 
sovereigns in circulation as they were before the war. As for India, which 
is the best currency ? As for the best standard, economists would agree 
whatever their political prejudices might be, that gold is the best standard. 
For all our a.rro1ngements we should have cheap material for the ready 
exchange provided that cheapness does not land us in disaster. So 
when once agreed, the question arises could you have it in India ? Recent 
speakers pointed out that gold exchange standard should go from the country 
on account of the fact that the credit system has not been developed 
in the country. I hold quite a different opinion. The gold exchange 
standard has been retained in· this country. because the cred1t syst~m 
has not been developed. If we have better currency then there is absolutely 
no need for a gold exchange standard which really disturbs our equilibrium. 
It is a question needing earnest consideration whether students of economic, 
would not be well advised in calling for a great propaganda for the 
development of note issue on a larger scale and thus wean our· people 
from hankering for the dead metal which only locks up capital which would 
otherwise be effective in developing trade and industries. Then as 
regards the sudden jumping of the bank rate, the previous spe.aker pointed 
out that with bank rate manipulations England is able. to-day to have a 
tree gold market. England has been able to have a free ~arket very 
largely on account of its wide and varied international trade with a very 
sound and sensible banking system. As for India, the high bank-Tate will 
have to go, and it will go if we have a sound banking arrangement. 
The whole trouble is only that public men who fill import&llt places have 
not giv~n. sufficient attention tG the development of a free, sound and 
healthy ·banking system all over the country. If you have that, then the 
extraordinary rise of the bank rate and the retention of such bank rates 
for 3 or 4 months which acts as an impediment to the trade, will go. 

PRoF. WABBUBTON :-I do not know of any country in world that; has the 
·gold standard with the gold currency actually in the circulation. Eng'and had 
it before the war. The United States of America had not had it fo~ a number 
of years. Practically we have none. The second system is a gold stl.ndard 
without a gold currency, One of the speakers spoke about the difficulties of 
getting gold. I will take it that he must have made a mistake. One can 
get gold if he wants it. I have seen one person having 25 gold coins during 
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my stay in the United States of Amrrica. We have several coins in the 
United State of America circulating. 'l'he third type of gold standard is 
what I should call and think the best, is the gold exchange standard whereby 
gold does not circulate in the country and the currency which does 
circulate is not convertible into gold within the country but is convertible, 
whenever wanted, outside the country. This can be done by having 
a gold reserve. I do not believe that I am acquainted with the gold 
exchange standard in India. Of what I should call the sterling exchanging 
standard the best example is that of the Straits. What has been pointed 
out is that the Straits coins relate to the sterling and not to gold. 
We have not bad a gold standard without gold currency. Gold exchange 
standard means that the exchange does not vary. I firmly believe that 
India should have some definite currency policy. The present policy of 
vacillation and of not knowing what we were going to do is detrimental to 
the interests of the country. Now the question is what system should be 
adopted. I take first the gJld standard with a gold currency. Gold 
standard convertible with gold or a gold exchange standard wit'1 the 
currency convertible outside the country are in fact essentially the same. 
But here is a point that is widely confused. Neither t~e gold exchange 
standard nor the gold standard will have the same effect upon the prices 
in India. Prices in India will be according to prices outside. This is a 
point about which people differ and into which I do not propose 
to go at length. The currency of the country should be arranged so as 
to create stabilised prices in which case you 'will not ·liave a gold 
standard. Some are for a managed standard based on prices or some
thing like that. Whether we should have a currency so as to have stable 
prices or we should have a currency in line with most of the world's 
currency based upon gold and gold prices, I leave for discussion. 

MR. G. FINDLAY SHIRRAS :-I should like to make a few remarks purely as 
an economist and not as an official. The question of managed currency is one 
of vital importance- I have some experience of it in this country and in Lon
don I was amazed at the amount of management that exieited in London with 
regard to their currency system. Every day the Treasury and the Governor of 
the Bank of England are looking very carefully into their system of currency 
and the huge superstructure of credit that is built up on gold. The same thing 
happens in the United States of .Ame-rica and in India. That is a point 
which they ought to consider when people- talk of managed system of cur· 
rency and they ought to remember that the system is not peculiar to the 
conditions prevailing in India. The last speaker-spoke about the policy of 
vacillation but I maintain that it is anything but vacillation. With regard to 
the gold exchange standard, it has the defect of elasticity as pointed out by 
economists from time to time .but that is being tackled very carefully at 
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the present time. Unfortunately, this Conference has taken place at a time 
when in India. the currency position is rather difficult on a.ccoun~ of various 
factors, seasonal especially, but that is passing away. 

:KEPLY BY PRoF. P. A. WAnu. :-There are two distinct questions 
which we have discussed in our paper. One is the gold exchange 
standard on its merits ; the other is the gold exchange standard 
as worked by the Government of India for the last 30 years. Let us in 
the first place take the gold exchange standard on its merits. We have 
been told that even as early ag Plato the world was familiar with the idea 
of an exchange standard (laughter). If you look to the history of currency 
experiments, it points clearly to one great realisation. The practically 
acceptable standard for currency purposes which you can have is a gold 
standard· Not a. gold standard with a gold currency. Nobody suggests 
that and I have not suggested it in my paper. The world has grown wiser. 
It has learnt to economise gold. But what we insist on is a. gold standard 
which will secure convertibility for all purposes both internal and external. 
When the war came, with the absorption of gold by America., the rest of 
the world practically became bankrupt in the matter of gold and the gold 
exchange standard has been foisted upon India for the benefit of the 
bankrupt countries which want gold. We are now being seriously told that 
this is an ideal system for India-India which is a creditor country. The 
world is fighting for gold; there is a scramble for gold ! When one country 
oan gain in gold another country will lose; we have to face this. u· we 
have the gold exchange standard genuine, let us have the gold in India. 
a'hat is the primary condition on which we can accept even .in theory a 
gold exchange standard, Mr Findlay Shirras talks of managed currency. 
For currency, so far as internal convertibility is concerned, the P.olicy for all 
purposes must be the policy of laissez jaire. Let us keep in mind, if we are 
to have a managed currency, it must be a currency managed in the interests 
of India but not in the interests of England (applause). 

The C.>nference then proceeded to consider the following three papers:-
6- .'Non-credit Agricultural Co-operation in India 

(PAGES 42·146). 
BY MR. J. A. MADAN, REGISTRAR, C. s., BoMBAY. 

In the absence of Mr. Madan this paper was presented to the Conference 
by Rao Saheb Gunvantrai H. Desai, Personal Assistant to the Registrar. 

7. Distributive Co-operative Societies injindia 
(PAGES 46-51). 

BY PRoF. H. L. KAJI OF BoMBAY. 
s. Housing of the Working: Classes 

(PAGES 42-45). 
BY RAO BAaAoUR S. S. TALM.uo, HoNoRARY S.a:cREr.&RY Oil' THB CENTB.&.L 

OGPoPBB.&.TIV& INSTITGT&, BoKB.&.'f, 
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Ba. JoHN MATTHAI :-I want to contrast both papers. Mr. Kaji's paper 
begins with a statement that the credit movement has progressed at a fairly 
rapid pace. I want, if I may, to challenge the assumption that the 
credit movement has really progressed faster than the non-credit co· 
operative movement. The point for the conference to consider is whether the 
co-operative credit side has been successful. Now there bas been very 
little, investigation in many provinces. As for the question that indebted· 
ness has been reduced by the credit societies, one bas to be very sceptical. 
The credit side has not I feel been able to justify herself. It seems 
to me quite impossible to disassociate from the credit part of the movement 
the non-credit tlide If you really want to reduce the indebtedness of a 
country, you have got to increase the productive capacity of the ryot. 
Secondly you should be able to tempt him to secure better prices for the 
things he produced. In the first place you must be able to base the credit 
system on a foundation which will enable you to give loans of an amount that 
will help agriculturists to improve their land Our credit movement is 
based on short-time loans, because our business is done on Bhort deposit basis. 
On that basis we are not going to achieve any permanent improvement. The 
credit movement is closely bound up with the non· credit movement. When you 
look into the actual management of co-operative societies, you see the 
greatest difficulties lie in stimulating the loyalty of members. Loyalty of 
members is not an ethical question. If you a~e able to secure really cheaper 
prices for your men, then they a~e prepared to be loy~l to your society. In 
parts of the country with which I am familiar; it seems to me thatco·operative 
stores b~ve failed because to a very large e:!l:tent in our colin try, the gulf 
between the r~tail prices and whole3ale prices ia not sufficiently wide for 
co·operative societies to succeed. I think the advantage that the co-operative 
stores have in theory is that between the wholesale and retail prices there is 
a great difference; but the retail shop-keepers in India want very little profit; 
therefore they selJ at fairly low prices, so that it is very difficult to stimulate the 
loyalty of members. In regard to articles which are not used within the country 
and with regard to the articles which are imported from elsewhere, it seems 
to me that if we are going to make a success of our co-operative stores, it would 
be necessary for us to begin with a sale of such articles ; but tbere too unless 
we choose articles ofa kind in regard to which there is a wide gulf between the 
retail and wholesale prices, it is difficult to makeit a success. The fundamental 
reason that the credit movement has succeeded is the Government control. 
We want to a certain extent Government control, no doubt; but then this 
control takes away from the movemwt to a ~ertain extent, its popular 
character. 

PaoF. G. N. JosHI :-1 am in agreement with Dr. Mat thai. The co· 
operative movement will prove a panacea for all evils and bring about and 
promote motal and material prosperity under certain circumstances 'only. If 
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you want to make remunerative the toil of the population of the country. 
not only you must increase the productive capacity of the country but also 
you must seek a better m'l.rket. The most important _raquisite is to wipe 
out their debt Remove the incubus of the permanent debt of the agricultural 
population. Unless you eliminate that permanent debt, the co-operative 
movement will advance for one or two years and must afterwards stagnate 
or collapse 

The Government can float a loan and thus eliminate those who are 
creditors of tile. agricultural population. Government has large resources. 
It can start a bank and these creditors may be entered as depositors. The 
GovernmP.nt must interf~re and m11st help tile debtors. By tile inter· 
fereace of Government 6 per cen~ interest will be given to the creditors, You 
can thus eliminate the debt of the agriculturist. Heavy indehtedneBB is a 
handicap that cannot be removed merely by the co-operative movement. 
The only pana.cello i:t the co-operative credit movement so arranged to 
promptly remove the indebtedness. 

Paoli'. B. G. BllA.T.llAG& a (referring to Rao Bahadur Talmaki's paper):
Let u~ not acnse G<>vernment; it is the G )VernmeD.t tlla.t has taken the 
initiative. rhe 0&1166 of failure is th.ll laek of interest among agricultural 
cla113es. People do uot look up<>n the co-operative societies as their own· 
In Bombay the~e is perfecb disregard to tile hygienic element of the housing 
system. You provide one-room tenements. I would submit that the people 
of Bombay should take a wider view of things and approach the problem 
of housing from the point of view of comfort, hygiene and s~nitation. 
Ther~ must be some place for children to play. 

PaoF. ~lYLES, referring to the progress of non-credit co .. operation 
in the Punjab and particulatly to the progress of the co-operative. consolida
tion of holding~ ina11gurated by Mr. Calvert, said :-U lower prices were 
adopted, I fear opposition from the retailer· If we start tile idea of giving 
credit, it may be fraught with danger. I personally would very much doubt 
the wisdom of Government or any other public body coming to the rescue, in 
order to Einable stores to inspire confidence in their members or in the public· 

PRINCIPAL T· K- SaA.HANr·:-I may say our stores consist of members 
who are employed in Government and in private services. How are we fi!' 
realise the amount due if we give any credit to the such peraons. Such sort of 
credit sales can be encouraged only if there are credit societies who can 
guarantee to the store!! society and authorise it to give credit up to a 
certain amount· As for the success of credit societies, I have only 
one remark to make. I quote the report of His Excellency Sir 
Edward Maclagan ~wllen he stated that many of these credit societies. 
which are limited, are ClD.O!raa ma~'l uera.ding under the name of 
co-operativ~ societies an<i do not serve any purpo9e in ameliorating 

18 
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the condition of the masses. I can say, that many of these limited conceroa 
give out loans to many of their members who are people of urban class and 
not the masses, but co-operation is not intended for these people but 
for the poor. 

MR. KuMARSWAMI said that the condition of people who ow ned land waa 
better than that of those who do not possess land. 

PRoF. B. R. CHATTERJEE:-In the matter of rural indebtedness, it is true 
that we cannot eliminate substantially the debt incurred by means of co
operative credit societies, In co-operative stores strict cash sales are impossible, 
Societies show rapid decline because of the system of cash sales. Some way 
must be found so as permit of credit sales to members with due provision 
for the safety of such loans in kind. · 

DB· BALKRISHNA :-In addition to the reasons advanced by Prof. Kaji, I 
may give three mare reasons of the hilare for the store movement in 
India. 'rhe first is amatear management. Those who are enthusiasts come for· 
ward, but they have no business experience and it is no wonier if they do 
not succeed. The second didi.culty is that when we start stores we do not know 
where to buy at the cheapest rates. The retailer has the best information 
where to buy a~ the lowest rates. If we select a shop to buy from, it will 
be a third-rate shop. We are not offered the same amount of commission 
by wholesalers. Full informatio.1 is not forthcoming to the people. The 
third d1ffi.oulty is the charges of transportation, which generally come 
higher to ·the stores than to the other shop-keepers. Another point 
that the shop-keeper who has stability is able to get thin5s on credit 
He will get goods, paying the. money 2 or even 6 months after. 

REPLY BY PROF. KAJI :-The discussion has really, I am afraid, gone 
off at a tangent and related to que~tions which did not arise from the 
papers read. The sacoess or otherwise of credit societies in relieving 
agrar:an indebtedness was not an issae before the meeting. One paper 
dealt with non·credit a:;ricultural co-operation and the other with the 
consumer's movement and I woali have bean very . glad to have had 
views of economists and co-operators as· to what they canceive are the 
reasons for the non-development of non-credit rural and urban co-operativ J 

movements. Regarding the questiom of short-time loans being ineffectual 
'for enabling real improvement in the conditions of Indian agriculture, I do 
not deny that there is an element of truth i;-- it. I may state that in 
Bi)mba.y at any rate, long term loans are being advancel by Government 
tbroagh credit org~nisations in approved cases at a very moderate rate of 
intereit. Co-operative credit has its limitations, of course, but to 
stam (> it as a fail are beca.ase, it has not enabled the ryot to wipe out 
his old debts wholly is sarely not fair. Unless investigations by economists 
~re undertaken to discover -how th~ co-operative credit system h!iS 
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worked in improving the economic condition of the agriculturist, I do 
not think, one can pronounce positively on the failure or success of 
the movement· 

However all that I want to emphasize here is that, whether failures or 
successes, credit ~ocieties are growing in number, working capital 
and membership, not· so the non-credit societies. Why ~ That is the 
purpose of my paper. Dr. Matthai feels that the margin of profit for 
the middlemen in India is very small and leaves no scope for the 
co-operative store ()rganisation. My experience in Bombay is different. 
There was a good deal of profiteering during the war and even now the 
apparently low margin is really the_ result of fraudulent manipulations of 
weights and measures and adulteration. Prof. Myles wants to stick to cash 
sales. I cannot understand why he should object to credit sales if the chances 
of bad debts are eliminated in the ways I have indicated, A co-operative 
store is a business institution and cannot afford to let go customers by insisting 
on cash payment, merely because it is the better system. Dr. Balkrishna 
thinks ignorance and amateur management are at the root of the failure. 
He is right I fancy, and the way out seems to me that there must be one large 
store in the provincial capital functioning as the wholesale which would 
remove suoh obstacles from the path of small retail stores. Illiteracy of the 
people is a handicap in this movement undoubtedly but what is a greater 
handicap is the indifference of the educated classes. 

The Conference then adjourned to 2-30 p.m. on Thursday the 24th 
January, 

-
The Reception Committee of the Seventh Indian Economic Conferen~t! 

was At Home to the members and visitors of the Conference at the Sydenham 
College of Commerce and Economics at 5-30 p.m. the same evening. A 
large number of distinguished economists and busineumen were present 
and an enjoyable evening was spent. 



1'hursda_y, 24th January 1924. 
The morning was devoted to the annual business meeting of the Indian 

Economic Association. 

The Hon. Mr. Lallubhai Samaldas, C.I.E., was elected President of the 
Association for the next year, Professors Joshi and Kaji the Honorary 
Secretary and Treasurer respectively and twelve members were elected to 
the Managing Committee. A Hindi Technical Terms Committee and an 
Official Statieties Committee were also appointed. Mr. S. K. Iyengar was 
requested to arrange if possible for the meeting of the Eighth Conference at 
Hyderabad (Deccan), to be held tow~rds the end of December. 

The Conference reassembled after lunch at 2-30 p.m, when the papers 
on the Population Problem, Agricultural Improvements and Industrial Deve
lopment were considered. 

9 •. The Population Problem in India 
(PAGES 147-161.) 

BY PBOF. c. J. HAMILTON ,OF PATNA. . • ' ' 

PRoF. A. C. FERNANDEZ :-The question is what kind of population we 
have got. Thie question has not been investigated at all. We discus~ what 
is the birth-rate, what is the death-rate etc., and we want to come to an 
arithmetical calculation. My submission is if you want to find out whether 
we have a population problem or not, we want to find out what kind of 
population we have got. On account of our traditional mode of living, on 
account of our outlook on life, our people have got sometimes stereotyped 
habits. Is there any equilibrium between people that are producers and the 
people that consume ? 

PBoF. WARBURTON :-There is too much prohibition of the remarriage of 
widows. These measures really involve eo-operation by the people. They cannot 
be carried out ~Simply by an official fiat. W e--t:annot have the widow re
marriage introduced unless you have this co-operation and that 
fort of eo-operation seems to me to involve~~a change of habits. I think the 
statistics from Europe clearly bring out this po~t that the fall of birth-rate 
is largely due to a large outlook of life, and education, which is rightly em· 
phasised.· If we increase our wealth, we increase also our members. The 
most important problem is the lack of purchasing power on the part of 
the maasea. That is the great economic tragtldy of our civilisation. 
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P&oP. WADIA:-The question is whether India is overpopulated or not ! 
It seems to me that it can be decided by a reference to a simple fac0, The 
q11estion of population is primarily the question of relatjon between the mem• 
hers and the food products of a country. In Europe there were about 100 
million people more than Europe could support. All this population is 
dependent for food upon the food products of other countries including 
India, so that the position is this. Nobody here sugge>ts, I wish it was 
suggested, that England was overpopulated because her food production is 
not enough; but, India is overpopulated because she ha~ more food than 
people require, It is a question of population and the distribution of pro
duction. For the purpose of distri~ution I want a policy of reservation for 
the peoples of this country. So long as the Government of India with its rail
way policy encourages the export of the produce of the soil,while a large number 
of peopJe are starving in India., it is no use crying out about an excess of popu
latiou. The suggestion that underlies the treatment of the question of 
population in India is the suggestion that the poverty of India is the result 
of overpopulation. The poverty in India is entirely due to difierent aaus<>s. 
I am not going to that question. The whole question reduces itself to this 
tha~ the public sufiered from over·ruralisation. The remedy for that is the 
only remedy of industrialisation-industrialisation on the lines on which the 
western countries carries it out, for making India self-sufficient. 

PRoF. G. N. JosHI :-The whole problem has been misconceived. We 
approach it from a wrong direction. The principle is this. If the popula
tion is not large enough to bring all industries up to the point of fix~d returns 
the country ia under-populated ; if that point is reached, i~ is sufficiently 
populated; if that point is reached and more, then it is overpopulated, In 
agriculture also, it is expected that there is sufficient scope for production, 

. The implication of this paper is, because you are poor, you are overpopulated. 
I beg to submit that this implication cannot be proved in the light of facts 
exioting in this country. 

P&oF. BHATNAGAil. :-In India there is a tendency towards overpopula
tion, I will say. .My study of the population of India convinces me that 
there is~ tendency towards overpopulation. To have a tendency towards 
overpopulation is difierent from to have actually overpopulation. l..iut as 
one of the speakers pointed out, to me personally the problem of the relation 
of members is not at all important. My study of the probl~m, the qualita· 
tive aspect of the problem. tells me that all this is due to a peculiar pheno
menon, the lowered vitality of Mch successive generation and it is the one 
important factor that people should keep in mind. The problem that popul.~o
tion in India is getting weaker and weaker is more important, when looked 
at from any point of view. Those who are interested whether in labour 
problems or as manufacturers o( goods will do well to study the causes which 
have brought aboutthe decrease of vitality in the Indian population, 
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PROP. PaERWANI :-This problem is a very intricate one, and to decide it 
in the oft-hand manner in which it has been attempted, is, in my opinion, 
mere guess-work. In the American Geographical Magazine, this question was 
discussed from the geographical point of view. It was said that we must 
construct an econograph for each region to find the habitation of that region 
under a particular stage of civilisation, under a particular stage of technical 
efficiency. These can be found out by exact working. They can construct 
an econograph to know which region is underpopulated or overpopulated. 
Nobody worked this out for the difierent regions in India. Then tlie 
possibility of difierent industries have to be considered. Similarly the possi
bilities of the difierent strata of population has to be considered. So the 
population question involves much study and careful working out. The popu
lation in India is very great· But we have not reached and I do not think 
we will reach the question of overpopulation in India even in the next century 

PRoF. CHATTERJEE :-In this connection I agree with the previous 
speaker that it is not perhaps so much the case of overpopulation but I 
think it is a very strong tendency towards overpopulatien amongst the 
poorest classes-the class among which it is least desirable. . 

PRoF. R. M. J osai :-Prof. Hamilton's thesis seems to be that India is 
poverty-stricken because the mass of the people in India multiply so 
recklessly and hence that the real remedy for poverty in India lies in birth
control. I ani afraid this diagnosis does not explain why India is, relatively 
to other countries, so very much poorer, because even in countries where 
birth-control is exercised, the habit can hardly be said to have been cultivated 
among those layers of society to which the bulk of the community belongs. 
Irresponsibility in the matter of multiplication is a failing from which the 
mass of the people in all countries, or almost all, suffer, We must, 
therefore, look to other causes to explain the characteristic poverty of India. 
But that is not the subject of the present discussion. True it is, however, 
that in spite of all the advances of science and its application to the produc
tion of the material goods of life, the race between numbers and 
their material well-being is prepetual, as Malthus indicated more than a 
hundred years ago. In fact, the problem of human poverty cannot be 
finally solved unless human beings realise theiuesponsibility in the matter 
of addition to the species. In other words, the heads of every family have 
got to be educated up to the point of realisation that unless they can afford 
to give their would-be children at least as good a start in life as they 
themselves got, they have no business to bring- children into the world. 
And they must be the more careful if they desire not merely their own 
but a higher standard of life. for the succeediag generation. It is not 
enough that only the upper strata' of aociety should realise this truth; h must 
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be realised by all the strata not merely in India but the world over. That, 
combined with efforts increasing man's mastery over nature, may banish 
poverty for good and release man's energies for the pursuit of nobler ends. 

REPLY BY PRoF. HAMILTON :-Several speakers seem to me to have 
jumped to the conclusion that the population problem does not exist, because 
India is not overpopulated. I have made it perfectly clear in my paper that 
India is saturated with people. I appeal to students of economics not to 
accept conclusions on the ground of prejudice. Now there is the right 
answer and there is the wrong answer to problems of this kind, if purely 
regarded from the point of view of prejudice. It is I think an untenable 
fact that unfortunately in this country there are some views, which are 
Government views and some views- which are re{;arded &3 popular views. 
Sometimes it is suggested that the poverty of India is not due to over
population, but to Government administration. That is an unscientific preju
dice. I do firmly believe that India is overpopulated. That is an undoubted 
fact and I do not for a moment think that poverty can be reduced when it is 
overpopulated. The poverty of India is due to a hundred causes. The 
tendency of prices to increase is also a cause of poverty. 

10· Agricultural Improvements in India 
(PAGES 18-34). 

BY PROF. P. BASU OF INDORE. 
11. Agricultural "ersus Industrial Development 

(PAGES 35-41). 
BY PaoF. R. M. JosHI OF BoMBAY, 

PRo:r. MYLES :-There are a large number of statements made in 
Mr. Joshi's paper. They may be truJ or untrue. One statement is that 
India is the poorest country in the world. When compared with such 
countries as England, the United States of America and other advanced 
countries, India is poorer but not so when compa.red with Italy, Russia 
and such other countries. 'Let us take the Punjab. The food of the 
ordinary Punjabi consists of wheat flour, ghee and milk, which are commodities 
that many. parte of Europe do not eat. They take ghee which is more 
nutritio~s than butter. So in the Punjab at any rate the scale of 
diet from this standpoint is extraordinarily high. The working claases of 
Germany do not get wheat to eat; they have to be content with rye. 

PRoF. H. L. KA.JI :-Mr. Basu has done well to bring up the subject of 
· agricultural improvements and I agree largely with the remedies 
and means he suggests. 

Mr. Joshi seems to me to have hit upon a title which does not convey 
what he really means to oonvey by his ~a per. The title seems to imply an 
antagonism between agricult11ral and industrial dev~lopment. Does Prof. 

:Joshi seriously mean that agricllltllre, the industry which at present 
maintains more than 75% of the population, needs no improvement; and 
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that industrial development is the onlv thin~ necessuy ~The concludina 
sentences of his paper however recognises the complementary nature of 
~he~e two. In his desire to emphasize the necessity for rapid industrial· 
IllatiOn, he has made statements, I am afraid, that will not per haps bear 
critical examination, With the general theme of the p&per, I am heartily 
in agreement. A rapid industrial development is urgently needed in our 
country but I hold at the same time it is no use belittling the importance 
of improvements in agriculture. . 

~Roll'. :V ARBURTON drew attention to the per capita production of 
certain agncultural commodities in the United States of America and 
showed how the figures there were much hiaher than the correspondina 
figures for India. _ - " . o 

DR. BALKRISRNA maintained· that ruralisa.tion had gon ~ on very 
rapidly in India. Since 1911, 4:9 million people had been adrle<i 
to the agricultural vopula.tiou and the question was how to feed them. 
Was· there more land available? In 1895, there were eight acres of 
cultivated land per person engaged in agriculture; in 1909 there were 
only six acres per head. The density of population was in the neighbour
head of 200 per square mile. It is clear therefore that greater tr:J.ns
port facilities and rapii industrial d~velo?n~nt were very urgently 
necessary in India. 

TRE HoN. SIR IBRAHIM RARIMTULLA :-The-discussion on the papers tempts 
me to make a few observations on the general question. A few years ago 
the Associated Chamber of Commerce of Gre'l.t Britail). and Ireland passed a 
resolution to the effect that the economic prospe~ity 'of a country depended 
on the exte!!t to which they obtained their supplies from their own soils ana 
from their own factories. That only means that India. 's eaonomic pros
perity can be reached by intrnsive agricultural de-velopments and. intensive in· 
dustrial development~. The two should go hand in hand and the great minds of 
India have for more than a generation applied themselves to this problem 
and ha-ve been seeking remedy. They have had several commissions inquir
ing into the various aspects of this big question, but I think the people 
of India will not be satisfied till after the fullest enquiry that may be neces
sary for practical and effective measures to be adopted for the intensive 
development of agriculture and simultaneously for the intensive development 
of other industries, as far a!! possible they might obtain their suppliee from 
their own country and from their own factories. Personally I think that it will 
be a move in the best direction if a commission of exper~s is appointed to 
enquire into not only industrial development, not only fiscal matters, not only 
agricultural development, but to co-ordina.te efforts by one commission which 
should look and enquire into the effective and immediate measures 
which are necessary for raising India economically to a stage where 
there will be adequate food and clothing. It has been urged by 
some economists that Indian production of food - grains is 
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inadequate to meet the food requirements of the people of India. 
It is however in consequence of large exports of food grains that the people of 
India cannot get adequate materials for their supplies. There are various 
directions in which these enquiries can be made but I think the time has come 
when the economic problem in India outweighs all other considerations and 
demands insistent ~attention. I do not wish to go into the question oi the 
growing population of India. But the population of India has got a vast 
field for its economic regeneration. India is very simliar to the United States 
of ..1merica, which ia both agricultural and industrial. It is one of the richest 
countries in the world. A study will have to be made of the means adopted 
by the United States of America for her development and of how it has 
managed to develop its agriculture and its industries, and of how measures 
found suitable for the education of the people of India can immediately be 
adopted. 1 appeal to economists to try to raise India to the height of economic 
prosperity. • 

DR. ioHN ::'IL\TTHU :-Canada and the United States of America have 
enormous scope for agriculture, but in spite of this they have dev·eloped 
industries. I think, that should be the ideal of this country also, and the very 
fact that we are backward in industrial development, should prompt us to 
take steps in that direction. 

The President also made some observations about co-ordinating industry 
and agriculture and said that no country could economically become prosperous 
unless in both these directions, intensive efforts were made. 

PROF. R. M. Josm replying to the discussion sr.id :-My main thesis is 
that we in India have &t present got far too many people engaged in agri· 
culture; that in order to get the maximum produce out of the soil even 
according to our backward methods, so many people are not required on our 
land ; that the people are there partially employe!, and partially f.ed, clothed 
and housed, simply because they have nothing else to turn to ; that their lot 
therefore, can be improved only by diverting a large proportion of them
probably a third or more-away to industrial and commercial pursuits; 
that improvement in agricultural methods and implements and organisation 
of co-operative societies can only be subsidiary and not the main remedy for 
our nationai problem of poverty; and finally, that the sooner the Government 
and the people realise this fundamental fact, ·tbe better. I have seen no 
rea110n in the discussion which has taken place to alter the position which 
I took in my paper. 

The Conference then adjourned to 11·30 a.m. on Friday the 25th January. 
In the eveui::~g, the members were entsrtainel to Tea by Prof. K. T. Shah of 
the Uombay Uo!versity iu t~e South Wing of tbe Univmity B11ild.ings. 



Friday, 25th January 1924. 
The Conference held its last day's sitting at the University Convoca· 

tion Hall on Friday, 25th January, at. h-30 a.m. with Sir M. Visvelt' 
varaya in the chair. As the time at the disposal of the Conference was 
limited, Dr. J. Matthai suggested that the papers of the day be con· 
sidered as rE:ad and discussion entered into forthwith. Accordingly the 
President called upon Mr. G. Findlay Shirras to make a few observations 
on his :paper. Mr. Shirras' paper, which was characterised by many 
speakers including the President as a valuable document striking a novel 
path, was highly commented upon. 

12. India's Real Balance of Trade in 1922·23 · 
(PAGES 69--81), 

BY MR. G. ]):NDLAY Sau~:RAs, DIRECTOR, LABOUB OFFICE, BoMBAY. 

Before presenting th!l memorandum, Mr. Shirras said that it had been 
prepared in 1923 at the instance of the Hon'ble Sir Basil Blackett, K.C.B., 
Finance Member of the Governor-General's Executive Council, in: view of a 
reques~ received from the Secretary-GEneral of the League of Nations, and 
explained that it had lately been revised and the data brought up to date. 
He drew attention to the fact that the figures as printed m his paper 
required some alterations. 

The table at page 69 should read thus :
Ezports-

I. Exports of merchandise and treasure 
(Visible exports) · 342,34 

2· Funds borrowed in England for interest, charges 
(para 4) (invisible exports). · 13,12 

Imports-
1· Imports of merchandise and treasure 
2. Allowance for under-valuation of imports of 

merchandise and treasure (gold 11.nd 
silver)· (5 per cent of Rs .. 311,41 
lakhs) · 

3- Visible imports of funds (Net) 
4. Invisible imports :-

i. Expenditure in interest for overseas capital 
invested in India 

ii. Expenditure for shipping services :t:-
iii. Expenditure for commissions t (mainly finan· 

cial and insurance services)· 
iv. Net expenditure for other services 

Visible Balance of Trade (Net) 
Invisible items (Final figure from both sides) 

Final Balance (Viaible and i-nvisible items) 

11,87 

... 

312,42 

15,57 
2,48 

26,25 
22,15 

9,00 
4,QO 

17,13 

5,26 



195 

The table at page 73 should read thus :
British Seaborne and land frontier 

Exports 328,70 
Imports 240,30 

ExceBB of exports ( +) 
Excess of exports of merchandise 

and treasure for non-British 
territories (Estimated) ( +) 

3.28 
64,96 

2,62 
5,10 

334,60 
310,36 

24,24 

3,20 

Total + 27,44 
In the Exports table at page 80, under C-Land Frontier Trade, the 

figures should read 1,469 and 51 respectively. 

The Imports table at page 81 from C-Land Frontier Trade to end 
should read as follows :-

C-LAND FRONTIER TRADE. 

22. Imports of merchandise 
23. Imports of treasure 
24. Allowance for under-valuation of imports of 

merchandise and treasure (gold and silver) 
(5 per cent of Rs. 311,41 lakhs) 

INVISIBLE htl'ORTS. 

25. Expenditure in interest for overseas capital 
invested in India 

26. Expenditure for financial and insurance 

services :t 
27. Expenditure for shipping services::: 

28. Net expendittue for other services 

VIsiBLE BALANCE oJr TRADE (Net) 11,87 

1~.11 
2,17 

15,57 

26,25 

9,00 
22,15 

4,00 

INviSIBLE ITEMS (Final figure from both sides) 17,13 

FINAL BALANCE OJr TRADE (visible aad invisi-
ble items) ~ ... 5,26 

Ma. K. DtTRA.ISWAMY Ina emphasized the necessity of ~attaching one 
and one meaning only to the expression, • Balance of Trade' and said that what
ever~ Ule meaning, whether including or excluding invisible imports and 
exports, or whether referring to the Balance of International Payments or 
not, it must be stuck to, out of regard for s&iudents of economics. He 
further held that excluding Government stores in the preparation of 
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the country's balance of trade was misleading and confusing. and 
said that the coun~y was not paying its way. The remittances from India 
did not pay the home charges and loans had to be raised to carry on 
day to day 'affairs of administration. It could not be said that India im
ported captal for improvement only. 

Ma. B. F. MAnoN congratulated Mr. Shirras on his very valuable paper 
and said that the paper was a contribution not only to economic litera
ture but also to the task of assesl!ing the credit of the country. The Gov
ernment of Japan attaches the highest importance to such work and 
full statistics are available for Japan for the last thirty years. Such investiga-

. tions were not merely academic things but paid the . country well. It was 
· due to such propaganda work that Japan had been able to borrow such 

vast amounts in foreign countries at such low rates of interest. He dilated 
on the supreme national necessity of showing to the world at large a coun
try's credit and hoped that students of economics all over India would 
soon be forthcoming to help Government endeavour and arrive at even 
a much closer approximation of the Balance of Trade than had been 
reached by Mr. Shirras. The import figures did not affect the exchange till 
after some time, about three months; the sale of Councils and even Bills 
of Exchange were made in advance. If the figures of any single year 
were therefore considered, the 'balance of . trade would not ba accurate. 
A period had to be taken. They, all knew Mr. J evons' Theory of Trade 
Cycles. The ten-year cycle might or might not be true ; but his experience 
told him that in India a. cycle was completed in about ten years. The 
period then which should be taken for arriving at a correct Balance 

' of :Trade of India, was ten years. He thought that if analy~ed in this way, 
perhaps India would be found to be a creditor country importing gold 

,.. arid silver for so · many years in spite of the natural opposition 
·of countries like England and the United ~tates of America who use gold 

for currency purposes. It was not a creditor country in the sense that 
sh~ had j invested her money in foreign countries, like England and 
France, When the position of India was determined by thus working 
out the real Balance of Trade for a period of ten years, and made known to 
the world, .the Indian Exchange would. be benefitted thereby. 

PRoF, R. M. JosHI :-I would like to.-~all the Balance of Trade by 
the name of the Balance of Payments, and would urge the abolition 
of the elegant-looking but very unmeaning and confusing terms, namely, 
invisi'ble impO'Tts and invisible e:r;ports. I hold_ further that in getting at 
any document of a statistical character like Mr. Shirras' memorandum, 
all the items which represented claims by the rest of the 
world against a country or vice versa should be taken into considera-

~ tion, Government sbores and rail way materials cannot be excluded. The 
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Councils are but a. method of payment and as such should not have 
been included. 

For arriving at India's Balance of Trade, -I would recommend a 
method akin to that detail.:>d• by Mr. C. K. Hobson in his book '' Export 
of Capital •'. Mr. Hobson takes the excess of the export of merchandise and 
treasure over the import of merchandise and treasure, and then takes 
the excess of the claims by over the claims against and finally estimates 
the export or . import of capital from or into the country by taking the 
difierem1e between these two excesses. On the basis of Hobson the claims 
of India· against other countries will be the profits and savings of Indians 
in foreign countries and the expenditure of the foreign travellers in India, 
The claims against India will be the inter"st on the rupee and sterling 

, debts, sinkiu:1; fund for these debts, interest on debts of Indians in 
foreign countries, profits of foreign business houses, shipping companies, 
and insurance companies, profits of the coasting trade, charges of the India 
Office, pensions and salaries of Indian ofiicers, civil and military, charges for 
the Indian High Commissioner, savings of non-Indians sent out of 
India, and expenditure of Indians especially students in other countries. 
This is by no means an exhaustive list but it serves to indicate on what 
lines a Balance of Payments can be arrived at. 

Mr. Ma.don referred to India being a creditor country, because she . 
. imports gold. But this is not true since we may be able to buy gold 
but we may be selling future claims against us. We may be buyin~ gold 
as a commodity. I differ from Mr. Madon also about the value of such 
investigations as these for propaganda. work. It is not such. balanc~ which 
are looked into and examined by financiers; these look to the Governmeitt 
budget. Neither do the Japanese carry on their propaganda with.such Balances. 
They a.dvertisethe ir national wealth, the resources on which their Govern
ment has a claim if need be to satisfy its creditors. 

P BOF. MYLES found much food for thought in Mr. Shirras' paper and 
agreed with Mr. Madon in the necessity of further work in that direction. 
He congratulated· the Conference in bringing out two fine statistical papers in 
the li>st two years. The importance of the importation of capital into a 
country depended on the fact whether or not that imported capital was used 
productively. It was a good thing for a country to import capital if it 
cannot provide capital itself; only it must be used productively. 

PRoF. J ATBAR :-We export visible exports and import in return visible 
imports, service and bullion. It may or may not b~ advantageous for 
us to import bullion. I do not mean to discuss that point at present. 
But if I sell goods worth say Rs. 10 to you and you pay me goods worth 
Rs. 4:, services worth Rs. 3, and gold worth Rs. 3, am I a debtor or a creditor ! 

REPLY BY MR. G. FINDLAY SnraRAs :-He said that the discllSsion was an 
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eye-opener. He agreed with Mr. Iyer that at the end of the year a review of 
India's invisible exports and invisible imports should be undertaken on a 
scientific basis. He also saw much reason in Mr. Myles' remarks and said 
that what India needed next to education was mot·e capital-.more 
productive capital. . · 

13. The Problem of Poor Relief in India 
(PAGFB 59-63). 

BY MR. K. c. RAMAKRISHNAN OF MADRAS· 

PROF. WARBURTON referred to the footnote on page 61 and said that mere 
numbers did not suffice to give an accurate picture. of India's industrial 
workers. 

PROF. R. M. Josm emphasized the same point and said the Indian in
dustrial population should be compared with the industrial population of 
other countries with caution. Regard must be had to the size and total 
population also. The League of Nations would not have been as generous 
as it was in_ calling India the eighth industrial country of the world 
if the relative size of the industrial and general population had been 
considered. 

PROB. MYLES said that two years ago when H. R. H. the Prince of 
Wales visited India, some one wrote to say thathe should be shown how 
India had solved its poor problem. The poor problem, as found in the 
west, had however just begun in India. He regretted that· the writer had 
not attempted to draw any lesson from· the efforts of others nations to 
solve this problem, 

PRoF. S. N. PHERWANI referred to the efforts of the Salvation Army and 
urged that people should now interest themselves in the study of this 
subject. 

14. Excise Policy In South· India 

(PAGES 107-112.) 

BY DR. JOHN MATTHAI Oil' MADRAS. 

MR. KuliiABSWAIIII made a few remarks iabout co-operative societies 
for the sale of liquor in India and referred to the Bengal Gunza Stores Ltd. 

PRoF. WARBURTON referred to a strong minority that waa aginst prohibi· 
tion in the United States of America. · 



The Conference rea88embled after lunch at 2·30 p.m., and summaries of 
the following papers were presented by their writers. No discussion was 
possible as the time at disposal was very short :--

15. Indian Economics 
(PAGES 131-133.) 

BY PROF. P. BASU OF INDORE .. 

16. Teaching of Economics and Stimulating Eoonomio 
Research 

· (PAGES 120·130). 

BY PROF. S. N. -PHERWANI OF BoMBAY, 
17. Trend of Indian Thought in Eoonomtos 

(PAGES 134·141.) 
BY PRoF, B. G. BHATNAGAR. 

The papers on Export Duties and Protection (pp. 12-17) and the Dawn of 
Economic Science (pp. 52-38) could not be considered on account of the 
absence of the writers while the papers on the Supply of Labour to the 
Madras Cotton and other Industries (pp. 64-68) and Indigenous Bank· 
ing in the Madras Presidency (pp. US-119) could not be considered for want 
of time. 

81& M. VIsVESVARAYA in his concluding remarks said he felt gratified 
at the way in which the discussions were· carried on. He thongbt that an 
all-India body like the Indian Economic Association could easily make its 
deliberations felt by passing resolutions embodying their considEU'ed opinion. 
Perhaps one of the difficulties in doing so was the fact that many members 
were Government officials and if they passed resolutions contr!'rY to the 
policy of the Government, the Government might find itself in an awkward 
position· 

He then briefly reviewed all the papers that bad been discussed at the 
Conference. The paper on Imperial Preference was a very interesting paper; 
but when· the self-governing Dominions had not decided anything, India 
could not possibly accept 'Imperial Preference· The considered opinion ~of 
the Conference was against Imperial Preference.:;Refening to Sirdar Kibe's 
paper, he said that customs duties were being collected by the Government 
of India ali the ports for many of the imports which were going into! Indian 
States. rl'he population of the Indian.States was' about one-fifth ~f that of the 
whole of India. It would be therefore right to set apart one-fifth of the total 
r6venne from customs collected and distribute that among the Indian States 
according to their population. He also suggested that these states might 
send their representatives to_ the Central Legislature and be allowed to 
participate in discussions of an all-India character. 
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Though there was considerable amount of disagreement in the discussions 
about .Indian currency, he was of opinion, that the practice of maintaining 
a token coin for internal circulation should be replaced speedily by a 
standard gold currency. He would not have liked to commit himself to any 
opinion when so much difference existed· but he had already committed 
himself to a gold standard in his opening speech. Interchange of views with 
the leading statesmen of the world had confirmed his opinion that the gold 
standard was the only standard for currency at present. He was in favour 
of more private banks in every province and district and said that they 
should also have industrial and agricultural banks all of which should be inter
linked with a central banking organisation. He agreed with Mr. Shirras that 
banking was not much advanced in this country. 

Turning to the papers on co-operation said that the discussion had 
centred on Mr. Kaji's interesting paper and on some rather 
irrelevant issues and regretted that the question of housing was neglected· 
He pointed out the importance to Bombay and such other congested city 
areas of a discussion on that problem and suggested that Salsette which was 
soJD,e thirty·five miles from Bombay could if the means of communication and 
transport were laid on a sound and workable basis, be converted into a colony 
wherein the labourers could build with a little capital small hJuses of their 
own. He had studied this subject for some time back and has prepared a 
scheme which was handed over to H. E. Sir George Lloyd. As regards the 
popul_ation problem, he said that the population was growing and that therefore. 
there was need for education and preventive checks and related the story of 
a professor who told him that he could not afford to have more than a couple 
of childr~n.' He drew attention to the interesting discussion on agricultural 
and industrial development and. remarked that the country's production 
should be half and half from agriculture and industry. Industrial develop· 
me~t should proceed rapidly so as to yield 50 per cent. 

He congratulated Mr. Shirrae for hie extremely able paper and hoped that 
many more such papers would· be discussed in the future sessions of the 
Conference. 

With regard to excise policy he was of opinion that though it. was not 
practical politics to think of prohibition just at prese~t it should alw~~s 
be kept in view, while the trend of India~J;]!ought was m fa! our of proh1b1· 
tio~. As for poor relief. he said that there were two classes who have to be 
looked after and they were the infants and the poor, and pointed out that for 
that purpose there can be Government agencies and an agency of the people. 
In the Government of India, he thought, there should be a nation-building 
department which should keep in close tou'!h wit~ other advancing countries. 
like Japan~ Canada, and Australil;'· 
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Finally he touched on what appeared to him a vital question, namely, 
that of literacy in referring to which he appealed to the educated people to 
join hands with the Government in removing the proverbial illiteracy of the 
Indian masses. · 

He then made a few remarks about the Indian Economic Association and 
sail it would be of immense value to all concerned if provincial branches 
were also established to educate people and help elevate the economic condi
tion of the Jndian nation. 

The Conference was then declared diseolved. The members were then 
taken round the harbour by S.S. Begum. The low water at Sewri 
Bunder made it necessary to abandon the idea of proceeding to the Cotton 
Green on the Sewri-Ma.zagaon Reclamation. The party had a delightful cruise. 

0 
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