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NOTE.

It was progposed to geb the papers submitted to the Conference printed and
circulated to the members of the Indian Economic Association some days pre-
viously. But in view of the fact that several 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 disiributed on the opening day of the Conference, The papers having
been thus printed off in a short time, we regret that mistakes have es:aped
correciion.

Fusther, the report of the discussion on a particular paper could not be placed
just after it, unless the papers were printed after the Conjerence, and reprinting, for
reasons of econamy, we had regre tfully to give up.

H. L. Kau,

for self and co-secretaries.
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INDIAN ECONOMIC ASSOCIATION.

_Constitution,.

1. The abjec ts of the Indian Economic Association shall be
(a) the holding of annual conferences,
(b) the publication of the proceedings of the annual conferences,
(¢) the publication of a jouraal and its fres issue to members,

and (d) such other action to promote Economiz Science and the disse-
mination of economic information asmay be deemed advisable.

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

3. The government of the Association shall be vested ina Committee of
not more than twelve and not less than siz members elected at the annual
conference, exclusive of ez-ojficio members.

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

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

(¢©) The Local Honorary Secretary shall be elected for dne year at the
annual conference from members residentin the locility selected for the -
easuing conference,{for which a loca! Committee shall be formed.

(@) The officers shall be ez-oficio members of the Commibtee.

(¢) The tenure of office of the Honorary Secretary and Honorary Trea-
surer shall be for ane 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 papers from members the Honorary Secretary may
arrange for papers from associates and non-members, if thereby valuable
contributions can be obtained from‘experts on pariicular 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

aread at the annual conferences as may be publisked, and any other publica-
tions of the Association unless expressly excepted. -
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8 Theannual contribution for aszoziates shall ba Rs. 6 and this shall
entitle associates to attend conferences aad to ressive such reports of the
proceedings as are published 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 ticket at the discretion of the local Committee, at a charge to be
fixed by the General Committee.

9. Candidates for membership shall be proposed and seconded by mem-
bers and accepted by the Committee by a two-thirds majority.

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

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

12. Itshall be the duty of the Committee to arrange for such cordial
co-operation as may be found practicable, with local Economic Associations
and with all-Tudia Associations having cognate aims,

13. Itshallbe the duty of the Committee to a.rtangé for the publica-
tion of the proceedings, either through existing journals or independently.

14. Notice of proposed amendments to existing rules and of proposed
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 23th November, and not less than
one month before the date of the meeting.

15. A two-thirds majority of the members present and voting at the
Annual Meeting shall be required to alter the Constitution of the Association,

16. The annual accounts shall bs closed at the end of September 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.
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SEVENTH INDIAN ECONOMIC CONFERENCE.

PROGRAMME.

Tuesday, 22nd January.

12 Noon :——Welcome Speech by Mr. K. S. diyar.
Inaugural Address by H. E. The Rt. Hon. Sir Leslie Wilson,

Governor of Bombay.
Vote of thanks toH. E. the Governor

Election of the President.
Presidential Address by Sir M, stveswraya

Lunch Interval.
2-30 p.m. to 4 p.m. :~—Reading and stcussnon‘ of the following papers:—
(i) British Imperial Economic Relations, by Prof. Saunders.
(i) The Tariff Board and Indian States, by Sirdar M. V. Kibe.
(iii) Export Duties and Protection, by Mr. S. Subbarama Aiyar.

4015 p m. :—Visit to (i) The Sir Currimbhoy Ebrahim Workmen’s Institute,
De Lisle Road, near Lower Parel Station (B.B. & C. 1.

Ry.)
(i) The Bombay Workingmen’s Institute, Elphinstone Road,
Poibawdi, Parel, near Elphinstone Road Station

(B.B. &C. I. Ry.)
Wednesday, 23rd January. ‘ ‘
11-30 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.
(i) Gold Exchange Standard before and after the War, by

Prof. Chatlerjee.
(ii) Gold Exchange Standard (Pre-war Period), by Mr. 1. J.

Kumarswams.
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 Classes, by Bao Bahadur S. 8.

Talmaki.
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5-15 p.m. :—The Reception Committee At Home at the Sydenbam College of
Commerce and Economics, near Sir J. J. School of Art,
Hoinby 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 Problem in India, by Prof. C.J. Hamilton.

(ii) Agricultural Irﬂprovements in India,’ by Prof. P. Basu.

(iii) Agricultural versus Industrial Development in India, by
Pyof. R. M. Joskhi.

Friday,-25th January

11-30 a.m. to 1-30 p.m. :—Reading and Discussion of the following papers :—

(i) India’s Real Balance of Trade in 1922-23, by Mr. G.
Findlay Shuras.

(i) The Problem of Poor Relief in India, by Mr. K. G.
Ramakrisina, -

(ili) 1ndigenous Banking in the Madras Presidency, by My,
T. K. Duraiswami Iyer.

Gv) 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 :—.

() Excise Policy in South India, by Dr. J. Matthas.
(i) Indian Economics, by Prof. P. Basu.
(iii) - New Methods in the ieaching of Economics, by Prof. 8.
N. Pherwani. : '
(iv) The Trend of Indian Thought in Economics, by Mr. B.C.
Bhatnagar.
(v) The Dawn of Economic Science, by Mr. C. 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.



SEVENTH INDIAN ECONOMIC CONFERENCE.

First Day :—Tuesday, 22nd January 1924.

The seventh session 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 Hon.
fir Ibrahim Rahimtula, the Hon. Mr. Cowasji Jehangir, 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, IIr. 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. Joshi and others.

On arrival His Excellency was received by Sir M. Visvesvaraya, the Pre-
sident-elect, the Hon. Mr. B. V. Jadhav, Minister 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 his seat.

Mr. K. 8. Aiyar then began the proceedings by a welcome speech. He
said :

Your - EXCELLENCY, BROTHER DELEGATES, LADIES AND GENTLEMEN,

I risein 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 so
graciously accepted our invitation and agreed toinaugurate the proceedings
of our Conference this year. Imay assure you, Sir, that we have no sinister
motives in inviting Your Excellency to this Conference, as we have no lists
of grievances to enumerate, and there will be no direct or covert appesls
for financial aid from Your Excellency’s Government. The Reception Com-
mittee’sfinancial condition is sound, and wehope 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 the services 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 contents of their purses alarmed some of ug and he had to be
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requested to stop his predatory activities so that we may not be loaded with
asurplus for which we have at present no use. We hope to be able to
present out of our surplus a small purse to the Indian 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 AllIndia Association of which
we form a part, and will therefore materially differ from the annual contribu-
tion levied, mayI 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 the 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 University of
Bombay for their handsome contribution to the Conference funds, and for
the sympathy and support of the Vice-Chancellor and the Syndicate who bave
cordially helped our Committee in organising and holding this Conference
in Bombay. ' o

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 youn 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 sthat our invitations have been accepted
by so many distinguished visitors, 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, welcome 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 Gonference the
benefit of your expert knowledgeand 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 lead in indigenous mercantile
enterprise. We have arranged for visits to Welfare-Centres 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 isan Island City and thast
we can not only motor down from one part to another part of the City, bus
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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 discussioas.

Ladies and gentlemen, the economic upheavals and disturbances 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 was

-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 holditin 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 continen$ 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
princes, who have established industries and 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 snccesses as well as the failures of Indisn com-
mercial enterprice, My asgociation with the 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 business, 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 makes them work together

“without any friction. Those engagéd in business cannot afford to quarre! ;

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
compromise, 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. Thisis 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 portion of the
credit of having converted this marshy Island of Fishermen into such a busy
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centre of commerce and industry, is due to our industrial and commercial
magnates, drawn from different communities. The study of the economic
history and growth of a city so 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 expeot the Professors of our College of Commerce and Economics to take an
active partin 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 the learned
delegates of this Conference will be engaged in exposing economic fallacies,
exploring economist 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 a8 you must be eagerly waitina 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:

LapiEs AND GENTLEMEN,

The opening words 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. It is indeed
unusual to find an occasion when Government is not asked either directly
or indirectly for financial assistance, and I find myself to-day in a gathering
which I am tempted to call unique, living as we do in a world full of trouhles
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
information, and I can assure you that I shall not hesitate to borrow, if I
can possibly acquire them, the servicesof 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 be able to suggest to the Chairman of the Reception Committee some,
in fact many, methods by which he can be relieved of that 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. Ishould indeed hesitate to tread the dangerous and
controversial path of discussion and argument as to the respective merits of .
Bombay and Calcutta as the commercial capital of India, but even in my
short time among youl have been much struck by what you, sir, call the
cosmopolitan character of the business community of this great city, and
even before I arrived here I have had ample evidences of the manner in
which men of all commuaities cacried out their industrial undertakings
working whole-heartedly together for the industrial and comumercial
development of the city aund the Presidency.

Nothing to my mind can be of greater use or advantage to the business
world than that there ehould be so many who can be brought together to
diecuss the vital question of economics, pariicularly economics as affecting
India inan 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 possession of the Sydenham College
of Commerce and Economics and I am particularly fortunate to-day in hearing
a very eloquent welcoming address from Mr. Subramani Aiyar, its first
Principal, whose services not only to the College but to economic education
in general have be:n so 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 lessons of the war and I
can think of no more suitable occasion to hold unbiassed investigation to
which you, sir, have referred than at the .present time, Wehave 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 possible.

In all our problems, greatas they are, it would seem to me that the
greatest danger we have to meet is that tco 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 that lies in our power to wipe away these deficitsin 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 confrontus. It was a great man who
once gaid that some talk, as if some 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 anytbing 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 smount of relaxation, 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 mental streng th of the economists of
all countries, and in inaugurating this Conference not, as you, sir,} have
‘suggest-d with an inaugural address but with these very few remarks,
I wish you well and may your deliberations resuls, as I feel sme 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 Confercnce. 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 office he holds to make
a request to come and open this Conference, I felt very diffident about the
success of my commission. It wasindeed 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 acclamatien.

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 shat it is
a great pleasure to have been present and have the opportunity of saying a
very few words ininaugurating this Conference. But I regret I have other
engagements which compel me to go awaynow. I shall take a copy  of
the Conference Papers with me. I do wish the Conference every success.
You will bave 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,

His Excellency then left.

Dr. John Matthai (Madras), in propoesing Sir Vigvesvaraya to the chair
said that Sir Visvesvaraya had proved himself on three grounds best fitted te
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preside over their deliberations. As the Chairman of the Reception Com-
mittee bag 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 he has given his best to the solution of the most difficult econo-
mic problems in this country. I am sure he wfll be very welcome to us
at this gession of the Econcmic Conference. He is a tried and a tested
adminietrator and an old alumnus of the University of Bombay. On this:
account L have very great pleasure ip 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 preﬂide over and even to attend the Economic Con-
ference. This is dieappointing to me personally but I have not the
least doubt that under the distinguished premdentshlp of Sir M.
Visvesvaraya, the Conference will prove a splendid success The
progress which economic research and study are steadily making
in India is gratifying and I am sorey I shall miss the opportunity
of meeting the many active and zealous economist friends who will
assemble in Bombay. Several problems 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 contribution
to the task of finding and applying the remedies. I wish the
Conference every success.”

Sir M. Visvesvaraya then delivered his Presidential Address :—



'SIR M. VISVESVARAYA, K. G.LE |~ -

President, Seventh Indian Economic Conference, Boinbay



Seventh Indian Economic Conference.
Bombay, Tuesday 22nd January 1924.

Presidential Address :—By Sir M. VISVESVARAYA. .

———

When I received the request of your Executive Committee 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, 1did 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 ths
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 past 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 conferences
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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Goculdases, the Thackerseys and many others, who have built up enduring
reputations for themselves and left behind large business concerns for their
SUCCeSSOors.

We must not in this 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 meant 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 pot sufficiently known
or understood in this country.

General Economic Situation.

One great disadvantage nnder which 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 correct 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
advanced 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. 180 per head of population. The corresponding figure
for Canada was a little over Rs. 4,400 ; that for the United Kingdom Rs,
6,000, Again, the annual income per head in India at the present reduced
value of money varies from between Rs. 45 and Rs. 60. Even assuming
the maxium figure of Rs. 6o, it would mean an average income of Rs. 3
per head per month, The corresponding yearly income given for Canada
is Rs. 550 andfor 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 Kingdom, 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 1,000 while the
same is less than 14 per 1,000 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 leve] of efficiency.

Besides this such property or wealth as there is, is unequally distributed,
Industrics are confined to three or four large cities like Bombay, Ahmed-
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abad, Cawnpore, Calcutta and in a small way to a few other places like
Madras. I have already referred to the unprogressive character of the city
of Poona, unprogressive I mean as regards material wealth. An eminent
Bengali economist told me a few weeks ago that over 8o per cent of the
wealth of Calcutta was in non-Bengali hands. Vast numbers of population
cling to occupations which outside competition bas rendered wunremupe-
rative but there is no agency to advise and no one to go to their help.

Ignorance and Poverty.

The monthly income I bave just stated::is Rs. 5 per head. This is the
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.
and 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 in November last, before a meeting of
the Associated Chambers in Bombay, read the sitnation ina very difierent
light. Said Sir George :—*“The more closely the situation is examined,
the more amazed does the student 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 kaow,
this statement which I have quoted has been hotly disputed by Indian
publicists all over the country. Sir George in making it has adopted a
wrong basis for his comparisons, A progressive Government would take
pride in the growth of production from industries, of volume of commerce, of
science, of arts and crafts and of technical education. Our late Governor,
however, referred to none of these ; he chose rather to point to the increase
in certain agricultural products as evidences of India’s prosperity. For
example, he said thatin 20 years the area under rice rose from 30
million acres to 80 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 36 million acres to a little
over g millions ; in Canada, the increase was from under 4 million acres to
nearly 23 millions. Agriculture, as we know, is the least remunerative
of occupations and no country can maintain a civilized existence on agri-
culture alone. Then he compared India’s present condition not with any
average progressive country outside but with the past condition of India itself.
That is the usua) official way of demonstrating progress in 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 equlpped 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
alia, 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 Committee 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 1918 the Indian
Industrial Commission, although debarred from. considering questions of
fiscal policy, made some recommendations calculated to give' an impetus
to industrial development. Icould name a dozen instances in which the
more important recommendations have remained a dead letter. No pliblic .
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.” 1
enquired. “ 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 Mirister-in-charge of the Development Departments and he
ought to be advised by a Development Committee of the local Legislative
Council. Thereisa 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 atmosphere, and this section should be in charge of a General
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Secretary. The Board should have its subordinate and expe‘rt 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, including 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
developmd industries and education at a time of financial 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. We 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 valuable 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 some cases monthly, returns
should be published showing 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 act1v1t1es 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, .simultaneously, to
promote the -material prosperity of the country. An impetus should be
given to the manufacture of railway materials and rolling stock in India.
This will come about automatically if Government places 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 jof 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,
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* ‘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. 60 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!

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 weighing 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
fong 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 Ipdustriﬁes already referred to. One
good College of Technology and one Commercial College will be needed in
every province and liberal scholarships should be provided {or 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
which 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 of 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 been free to mould her economic destiny.

Conclusion.

I have had to dwell on topics, some of which may seem controver-
sial. But 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 multiplying 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 placed 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 éither 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, We 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 extended 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. We have got the raw material, we have
got the men. We 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. We 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. We know what unemploy -
ment means and we cannot but deeply feel 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 already, if policies and
programmes are laid down duly endorsed by legislative ‘enactments, if a
corrzct 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 is 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 ail 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 withont education

-and industries and are willing to make sacrifices. We 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.

s



BRITISH IMPERIAL ECONOMIC RELATIONS.
By Pror. 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-ordinated, 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 comparce 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, i3 a commonwealth of frce 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 thesis that I want to discuss with youtoday is—The
British Imperial Economic Policy has not kept pace with our political
policy. We are just 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 all-British Industrial and Commercial Poliey. ’

Our former policy, or more correctly speaking, lack of policy was a
practice of laissez faire. Each country set up its own form of house-keeping
and its independant spirit would not allow to be dictated to by ary other
sister country, not even by Mother England herself. And so Canada,
Australia, and South Africa have formulated their own economic and fiscal
policies irrespeotive 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 absolute right of free nations. But, what I
am pleading foe is a policy atrived 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 out an economic relationship that will be able to conserve the
interests, of both, The two most important considerations in sueh a rela-
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tionship at present, as it scems to me, are the protection of our own produc-
tion againat foreign competition and especially dumping, which shall lead
ustoa 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
protection against the goods of the outside world,

It was the influence of the French Physiocrats in the 17th and 18th
centurics, 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
has been followed ever since 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 mistasken. As Professor
Marriott in his recent book—* Economics and 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. In 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 iree trade displaced that
of protection, as the theory of latssez-faire superseded that of mercantiliem.
But the commercia 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 situated as England, but less fortunately
situated and more backward countries could not aiford the luxury. Other
causes, mainly nationalist and political, combined to induce a considerable
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 counterblast tc Adam Smith’s cosmo-
politan doctrine. On the side of practice the rapid progress of Germany
seemed 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 universal iree
trade, or for universal disarmament. But the disciples of the Manchester
School, even if their proposals were prematureand their policy were carried’
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 avertel Armageddon ¢”

Within this present century we can recall persistent efforts directed
towards tariff reform, such as the Tariff Reform League of Joseph Chamber-
lain in 1903; the Imperial War Conference in 1917, when it was resolved
that :— The time has come when all possible encouragement should be given
to the development of Imperial resources, and especially to making the
Empire independent of other countrizs in respect of food supplies, raw
materials, and essential industries. With these objects in view the Confe-
rence expresses itself in favour of (1) the principle that each part of the
Empire, having due regard to the iaterests of our allies, shall give specially
favourable treatment and facilities 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 that for the secoud time in the last twenty years Prol:eclnon
has been voted down by a majority of the 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 1905. The Protectionist

Party is the strongest single party in Britain to-day. 1 ask—does not a
comparison of the results of the tariff elections in 1906 and 1923, and also
the position of the Protectionist Party in England to-day, viarrapt one ix_j
drawing the conclusion that public opinion in Britain is tending towards the
policy of protestion ? In this opinion I am supported by no less an autho-
rity then Mr. Garvin, who, writing the other day in the
Observer said that the tariffis will ome day be carried in Great
Britain, g in Australia, by Labour co-operation, but, while dropping this
plank, the Conservatives must adhere to Imperial Preference safeguardmg
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 state 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
agitation for preference. He desires to see the Empire growing by means ¢f
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g 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 speeches he said:—* The problem with which we are coufronted 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 bs proceeded with, and we are hurrying men out to populate
our empty spaces and produce more goods, We must now find markets...
Britain depends 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 & measure of preference to Great Britain, and now it asks that
Great Britain should reciprocate and place our trade relations upon a
definite basis. Unless this is doue, 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 evolved 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 fecod.” Th e problem so 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 ?

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
Counference 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,
coffee, cocoa, currants, etc, sugar and tobacco, the deduction allowed is
one-sixth of the ordirary duty. One-third is deducted from the duties levied
in 1915 on motor cars, musical instruments, clocks and watches, ete,, while a
yarying preference is granted to imports of colonial wine and spirits.
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CANADA.—The development of Canada’ preference system has been
spread over a quarter of a century. In 1897 a preference of one-eighth, raised
in 1898 to one-fourth and in 1900 to one-third, was allowed on all duties
except those levied on ‘wine, spirits, sugar, tobacco, and 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 to duty, the preference on certain goods yielding large
amounts of revenue being nil. This system is still adhered to in the
case of Canada, and now appliesto almost the whole of the Empire except
Australia and Newfoundland. It amounts generally to about one-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 understood that arrangements 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 different articles
on the tariff 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 applied 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 negotla.tlons with Canada reaching a
favourable conclusion.

NEW ZEALAND.—The introduction .of Imperial Preference in 1903
took the somewhat peculiar form of the levying of a sur-tax on gaods 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. Oan themajority of these items
the preference amounts to from 10 to 20 per cent a2 valorem. As in
the case of Australia, an intermediate tariff has been introduced, but not
yet applied.

SOUTH AFRICA.—A preference on United Kingdom products was
first granted in 1903. The favourable rates were extended by reciprocal
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agreement to Capada, 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 about 3 per cent ad valorem.

INDIA.—No preference is at present accorded to ooods of imperial
origin. There is, in Inlia, at the presenb time, a strong movement for
protection. The majority report of the Indian Fiscal Commission, publi-
shed last autuma, 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, hHut held that this could
only be done Dy imposing a serious burden on India itself. Accordingly
the commission took the view that preference, if oranted, could only be
given in the case of a comparatively small number of commodities.

From this brief summary it will be seen that the Dominionsin gene-
ral lean far more towarls protection in their fiscal policies than does Great
Britain. But 1if 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 Imaperial Preference.

The great problem, however, in this whole scheme of preference is the
attitude of India. Indian public opinion does not want Imperial Preference.
The reason is expressed by Saint Nibal Singh writing recentiy in the
Dasly 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
imports into their country, they may just as well have no tariff wall. If
Indian industries need protection, they manifestly need protection from
the imports from Britain, which constitute something like three-quarters
of our imports. When protection comes in Indla, it wxll be mainly directed
againet British exporters and manufacturers.

Now there you have the issue. India demands the right to buy in
the cheapest 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 prefexence from England and the Dominions, but she i8 not so ready to
extend concessions to them.

T

The attitude that we must all develop is—live and let live, give and
take, mutual benefits for all, Ihave no cut and dried scheme to place be-
fore you today. 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
chown to include mutual benefits. The question is :—if India is allowed
preferences in jute and cotton geods by Britain will she not allow correspon-
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ding preferences to Britain in machinery, steel goods, and glassware ? Ca?\-
not we as an Empire agree to allow mutual concessions to cne another in
\he matter of tariffs whil: at the same time protect curgelves against foreign
competition ? The time has surely come when we shou]d.formulate a policy
of Imperial Economic relations which shall aim at developing and protecting
the resources of the Empire, and at the sime 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 {ree 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, stated that the Export Trade of Great Britain was
far below the pre-war standard, and that steady em ployment could be restored
and maintained in England only by wiping out the deficit and increasing
our old proportion of trale to meet the needs of an expanding population,
and that the vital problem was the restorstion of old markets, and parti-
cularly the development of new markets. _

Mr. Stanley Bruce, Prime Minister 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 wember-nations of the British Commonwealth are be‘coming
more and more exporting countries. Itshould 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
mutual preference. Let each country of the Empire produce what it can
best produce and exchange its surplus products with other nations of the
Empire, Onr 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 easily attainable. With a thorough-going 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 market. An imperial protective policy will 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 that the question of markets resolves itself
into this :—Let us develop our own markets within the Empire along the
lines of Imperial Preference, and the surplus we will trade 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 1846 England possessed of a great ideal which she hoped
would appeal to and be [ollowed 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. Eungland must now protect
her industries against foreign dumping and so this paper advocates a policy
of protection for the British Empire against foreign competition, but urges
strongly a discriminating scheme of preferences for the mutual benefit of
the member-nations of the British Commonwealth. Itadvocates a policy
of protection for those Indian industries which have a chance $o 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 Jand 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 powers for our surplus production, It
igalong 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 Sarpar M. V. Kise, INDORE STATE. :

It is a glaring anomaly in the economic life-of India that the subjecte -
of the Indian States are taxed by the Bribish.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 taxzes
them. 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 to govern their
subjects with diminishing resources and 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 British
India only. But the results of its recommendations will also affect the one-
fifth population of India which is under the rule of 1ndian States,

While making its recommendation, the Board will apply the laws of
Economics as modified by the ezisting condition of the people and the
system of governing it.

It was for this last named reason that Professor Jevons while admit-
ting the justness of the claim of the Indian States to a share of the custom’s
revenue of British India suggested that the claim should be admitted only
in proportion t) the expenditure incurred in works of public utility by a
State. Such a recommendation, howscever in accordance with abstract
justice, is not practical politics, ’ ‘

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 mananer 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 salvation.

It is plain to anybody who has eyes to see that all parts of India are
not equally developed. Had they been uuder one system of Government
the backwardness of one part may bave been compensated by development
of another. For instance, increased and rapid means of transport are desir-
able in proportion totheir efficicncy, but to a purely agricultural State
railways may be too costly and be eventually detrimental to the economie
iaterests of its people. For a big State containing differently developed
parts, a system of Tariffs aimel at a particular object may be good in the
aggregate, but could it be so to a State which is quite unsuited to a parti-
cular tariff ?
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Hitherto, the policy of the Government of India in the matter of
oustoms duties was purely guided by its revenue requirements. But the
Fiscal Commission hags declared itself for a protectionist poliey, only modi-
fied by the proviso that it should be applied with discrimination. It is as
the result of this recommendagion tha® the Tariff Board hae 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 lovering of the daties will not fail to influence their
economical life. : o

The Cotton Industry is perhaps the largest industry in India. The
inroads of the foreign cloth detrimentally act to the interests of India as a
whole. There may be cloth manufacturing by machinery in some Indian
States only, yet it is or wasan almost universal industry in India. Any
protection given to it will be welcomed by all the Indian States including
British India. Similarly any protection given to the manGfacture of glass
will be welecomed all over India as any inconveaniencs caussd by the higher
price of that commodity is not oaly bsarable 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
cage of all its products. Theyare requirel for internal developments, some
of which could not wait or would be against the human nature to wait and
if the protective duties would lead to a rise in their prices owing to the want
of an adequate supply of the home-made 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 ircreased to such an extent as to
meet all the legitimate demands of country as a whole, i.e. what is governed
by one tariff system,

If the 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 the Inlian States should be
represented not only before it but on it, Since the recommendations that
it will make will not only affect the economic wealth of the people in
British India, but also of the Indian States under Indian rulers they must be
based on a clear understanding of the economic, social and even the
politioal life oi the people, not only as a whol: but also under different
governments, It may be that in the polisical life, in the interest of
the majority, minoritiea have to be sacrified. That is psrhaps the concomi-
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tant of the struggle for existence. But it is one thingto take a certainistep
blindly and it is another to do if after uaderstanding its pros and cons. In these
days of moral fervour, when solicitude is shown for the representation of mino-
rities, even the democracy in British India will admit that while it itself
claims the application of the principle 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 States. To pure economists, the point of view offered by the
States in the matter of currency, customs daties and tariff reforms.
opens different avenues of economic thought. So long as a foreign bureau-
cracy governed the destinies of the country it was ab least expected to be
impartial and just to all the parties concerned.

Sinne however it is being replaced” by democracy which may be more
careful of its own interests than of those whom it unconscious!y and indirectly,
nevertheless powerfully, governs. The duty then of guiding it according to .
pure economic principles at least in the case of those affected by its rule
devolves both upon the abstract thinkers and the practical economista. The
future Tariff must therzfore take account of the Indian States and ths
Tariff 'oard at work will run the risk of being partial and unjust, if
it ignores their point of view either through non-representatin or s>ma
technicality.



EXPORT DUTIES AND PROTECTION
By S. SuBBaArRAMA AIVAR, Esq., Lecrurer 1N Economics, MADRAS
Coristian CoOLLEGE, MADERAS,

The 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 impased for the purpose of protecting indus-
tries, but may be imposed for revenue purposes provided there is a reasona=
ble probability that the tax will fall mainly, if not entirely, on the foreigner,
and there is no appreciable danger that the productionof the commodity
in India will be affected. In short, export duties for revenue purposes
should be employed sparingly and with great caution, and should be impo-
sed only on articles in which India has a monopoly or semi-monopaly, and
in every case the duties should be moderate.” This recomendation consists
of two parts : -(1) Revenue export duties arenot the best form of taxation,
but if found necessary they should be pitched at as low rates as possible ;
and (2) protective export duties are objectionable in theory as well as prac-
tice. -

The objection against revenue export duties is based on their incidence
whichis summarized as follows in para 173 :—* Ordinarily an export duty
tends to fall on the home producer and consequently to discourage produc-
tion, except in the case of a monopoly ; even monopolies are endangered
by any considerable rise in price : and therefore 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 the 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). '

Oa general economic grounds the principles of incidence discussed in
paragraphs 173 and 174 are unexceptionable, but it is necessary to remember
that excises imposed on commodities entering into the internal trade have
more or less similar effects. The remedy is to impose export duties at such
rates and on such commoditics as will not impair 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 Commission as regards the balance of
trade is to be explained by their 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 indus-
tries is the advisability of imposing protective export duties. The Commis-
pion does not deny that ¢ an export duty may form a potent method of
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protecting an industry, for it either raises the cost of the raw materials m
foreign countries er depresses the cost of raw materials at home and in
either case the home manufacturer has the benefit of getting hisraw mat-
erial at a Jower cost than his rivals abroad ” (para 197). The main’ objec-
tions against protective export duties, according to the Report, are four:—
(1) The general feeling in foreign countries is againstany such measure
for ” the peculiar characteristic of a protective export duty lies in the fact
that the protection operates on the raw material of theindustry, and there-
fore places the whole foreign product at a disadvantage, whereas a protective
import duty merely affects such portion of the foreign product as would
ordinarily come to the protected market.” (para 177). [n support ef this
contention the Report quotes the view of the Economic Section of the
Provisiona! Economic and Financial Committee of the League of Nations
(para 178). (2) But the main objection to a protective export duty is the
economic loss it causes at home; it taxes production instead of consump-
tion (para 179). (3) There is a tendency for protetive export duties to
be high, for to produce a given difference in the cost of the finished article
it is necessary to pnt 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 divastrous to the
producer (para 180). (4) Even in the case of monopolies in which there
is a reasonable probability that the export duty will not fall on the Indian
producer, it should not be imposed for purposes of protection ; for the
" protective duty, to beeffective, has to be at a comparatively high rate
and the dangers of export duties at a high rate will drive other nations
to find substitutes or do away with the monopoly article and. thus injure
the home produstion. 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 volnme and courss of Indian exports are
to be maintained to keep up the level of producticn at home, a circumstance
which does not square with the economic conditions in Indis, One does
not deny that that may be true in the case of some articles at present, but
the Committee forgets that in the nes ecs of devalopment of internal trade
and industries the presens depandence on th: [oreign market will become
decreasingly important. The dang<r of economic loss will therefore
get decreasingly less with the improvement of Indian induseries. )

Moreover the Committee altogether exagerates the importance of price
as & factor in stimulating or discouraging the production of raw materials
and food-stuffs in [adia. The ordiniry Indian peasa ¢ tries to produce as
much as possible whatever the price. There is a general belief, which is
also ehared by the Fiscal Commission, that high prices of raw materials and
foodstuffs tend to further the economic prosp rity of the agricultural class®8 s
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This is wrong, for the facts of economio life prove just the contrary., “Out
of 217 millions or 72 per cent of the population of India engaged in pasture
or agriculture, 167 millions are cultivators of their own or rented land.
Those who have a surplus for sale (and thase form the minority} would
ordinarily benefit by arise in the price of the commodities they produce.
If, as is often the case, the cultivator has received advances for his mainten-
ance snd for seed, repayable in grain after the harvost, any increase in the
value of the grain repaid benefits the money-leader and not the cultivator.
The agriculturist who has little surplus produce to sell and lives on what
he produces would, in so far as he maintains Limself on his produce, be
unaffected by a rise in the price of foodstuffs. 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 wages are piyable in kind and not in
money. Those agriculturists whose holdings are uneconomic will be adver-
gely affected since they have to buy their foodstuffs ata higher rate in the
market.” (Report of the Babington Smith Commitéee, page 21.)

The sharp distinction made by the Report in para 179 between & 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 producer, but such a
hard and fast distinotion between the producer and the consumer is
not applicable to Indian conditions. The vast body of producers of
foodstufls are also consumers of their produce. Supposing that the pro-
ducers of commercial crops such as cotfon, jute e ¢. ara adversely affected
by a protective export duty on those articles (which, however, need not be
the case if the internal demand for them increases due to the industraial
development), what may bappen is that foodcrops will be substituted in
places where it is possible and this, other things remaining the s:mo, will
tend to depress their prices. A fall in the price of food-stuffs will be bene-
ficial to the growers of commercial czops 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 necessary, should mnot
be grudged in the interests of Indian manufactures. ‘

- 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 dnties aswell would have to
be abandoned. Again it is not suggested that export duties alone would
suffice to do away with the differences in the cost of finished articles in
India and abroad, but coupled with import duties they may be - judiciously
employed for the purpose. Most of the civilized countries are exporting
manufactured commoditics and there is really no need in their case to
impose protective export duties' to give encouragament to indigenous
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industries. The high export duty on “saltpetre whic!_x the Government at
one time imposed and which ruined the Indian trade in saltpetre does not
teach the lesson that the Commission wants us to learn,‘. for that duty was
not imposed for the purpose of protec ting an indigenous indutry.
The principal exports and their value are as follows : —
(In Lakhs of rupees,)
Average Average

. of of
Items. 190910 1913-14 1919-20. 1920-21, 1921-22.
’ to to
1913-14.1918-19. _
Grain, pulse and flour .. 45,82 37,42 15,15 25,60 29,99
Tea .. .. .. 13,07 11,55 20,66 12,15 18,22
Raw cotton .. .. 88,28 3363 b538,65 41,63 53,97
Raw Jute .. .. 2220 12,80 24,70 16,86 14,05
Seeds .. .. e 24,87 12,17 26,27 16,83 17,41
Hides and skins, raw - .. 10,32 9,83 923,41 5,25 5,98
Jute fabrics . .. 20,25 40,19 50,02 52,99 30,00
Cotton fabrics .- .. 11,41 11,73 27,41 1827 15,66

Hides and skins, tanned or 4,80 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 food-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 1953. Chapter XII is devoted to the discussion of special problems oon-
nected with restrictions on the export of food grains. :

The Committee hold that the present duty on raw hides and skins
{which weos intended to have a protective effect) is wrong in principle and
causes injury to the 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 developmentsuch as good transport and banking facilities,
so essential for the growth of business and c¢xtension of the market, are
not yet fully developed, while the Government which is one of the chief
copsumers of leather goods in India often makes its purchases abroad.
Even in the case of protective import duties an industry cannot be success
ful in the absence of these conditions. Our contention is that ifat any
stage of the progress of the Indian industry, a fall in the value of the 'raw
material brought about by an export dutyis 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 grown very largely for the export trade. The Indian
demand for the oil and the cake would be quite insufficient to absorb he
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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, aad
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 economic
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 mot adduced any reasons for the statement that
the Indian demand for the oil and the cake would be quite insufficient to
absorb the whole product, if all the Indian oil-seeds were crushed in the
country. The present course of the Indian foreign tradeis largely deter-
mined by the existing facilities for transport, currency and banking,
and no organized and intelligent attempts have so tar been made to
divert such commodities to enter into internal trade, If we understand aright
the ideal laid down by the Fiscal Commission, it has emphasized the
importance of internal trade in its discussions 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 undoubtedly great; aad an industrial Iandia will
certainly convert the potential into an acsual demand. In exporting the
oil at present lack 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. Our 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 materials may be checkel, if found necessary, and
internal trade in those articles encouraged thereby without the danger of
gacrificing 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 oultivator as well as his
incapacity to use artificial manures, the former more important than the
latter. If this prejudice or ignorance is overcome, then the problem will
become purely one of prices. Thereis, howaver, a fallacy in the line of
argument adopted by the Report in its consideration of the cffects of a low
price of the oil-cake upon its us:ra and producers. *Tae reduction in the
price of the oil-cake,”” we are told in para 195, “ would be etfected at
the expense of the producer of the oil-seads and that therefore this potential
user of the manure would be impoverished and might not be able to afford
to use it even at a reducad price; Further, if the manure is cheapened to
such a degree as would be likely to stimulate it3 consumption largely, it is
probable that‘' proluction woull diminish owing. to decreased profits,
and eventually ?rices world again be raised.”” This statement assumes
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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 agricultaliural 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 thatan export duty
would fall on the cotton producer in India and would have the effect of dis-
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 importance 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 and import the finished commodi-
ties back than fo transport the same quauntity 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 cxcellent and
convenient means of transport in their national mercantile marine, The
remedy is to provide better facilities for transport within India, but occas-

ions may arise when the export duty on raw cotton may have to be mani-
pulated in order to help the home producer. This islikely to be more

effective than a corresponding duty on imported cloth. The committee seeme
to concede this position when they write in para 197 that ¢ they are not
prepared to say that in special or extreme ocases the imposition of such
duties should be absolutely excluded from India’s fiscal policy, provided
they are based definitely on defensive considerations and have no taint of
economioc aggression.” :

The Committee is of opinion that differential export duties are
generally inadvisable as the system is quite obnoxious to countries discrimi-
nated against and it will give rise to serious practical difficulties in adminis-
tration. “Further it is difficult to ensure that any country 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 grounde the Committee recomm-
ends that the present preferential export duty on hides and skins be aboli-
shed at once (para 193). This raises the larger question of Imperial Prefer-
ence which is outside the scope of the present observations.

3



AGRICULTURAL IMPROVEMENTS IN INDIA,

By PrAPHULLACHANDRA Basu, ProrEssor oF EcoNowmics,
HovLkar 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) increase in the share of the income from
land on the part of the agriculturists, The former is a question of produc-
tion while the latter is one of distribution. It is evident that an effort
towards agricultural improvement should proceed along both these lines.
The need for such improvement is urgent now because the agricaltural 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 there-
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 employments other than agriculture. (2)
Owing to the disorganisation of India’s industries 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 indastries. The hand spinner and
the handloom weaver are the typical example of the condition. During the
last one hundred years or so, there has beenan almost continuous rise in
the price of food grains. This makes agriculture profitable. At the same
time the profits of the artisan classes have diminished as a result of the
growing competition of machine-made goods both locally manufactured and
imporsed. The result is that these classes tend to abandon their traditional
occupations. They usually take 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. In
1901 the percentage was 68, in 1911 it was 72, and in 1921 it was also
79. This last is really no improvement since during the decade ending
in 192) 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 ruial people. |

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, that is, the acreage per head of the agricultural population
isabout 1-3 whereas in the United Kingdom it is about 16 acres. This
together with the improved wethods of farming in the latter country shows

+ Census of India Report for 1921,
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the difference in the economic condition of the sagriculturists of the two
countries. Sir T. W. Holderness says{ : ¢ 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
British agricultural products, in spite of the improved methods of the
United Kingdom. This will be apparént from the following table } :—
Total value Total area Value of ‘Total Value of agri-
of agricul- under actual agricultural agricultural cultural output
tural out- caltivation output per population per hea i of

pubt in  in millions acrein  in millions. agricultural
millions of = of acres, rupees. population In
rupees. § : rupees.
India .. 17,250 223 71 173 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 absorptionin 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
isnow 223 million acres and the current fallows 52 million aeres. But
culturable waste other than fallow is more than 113 million acres. Most
of this land ia 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 into agricultural lands. The chance
isspecially good for lauds in Burma, Assam, the Central Provinces, and
Central India. Systematic effor.s should be directed towards facilitating this.

t Peoples and Problems of India.

I 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
farming should be deducted to get the net income. This surplus is the share of the
cultivator, the landlord or landlord middlemen, all the merchant middlemen dealing
jn agricultural output, and the State, : :
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(3) By improvererte in the metheds of cultivation, including the metheds
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 industries, for a shortage of labour
is now felt thererather 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, viz., (1) 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 stateis brought about largely by an absence of facilities for improvement
which is probably unequalled in any other country” . This opinion has been
confirmed by later authorities who are familiar with the Indian cultivator .
The industry of the Indian cultivator is also wellknown. His most arduous
work is the cultivation of the terai lands on the slopes of the foot-billa of

the Himalayas. Rice cultivation is also very hard work which is carried on
in Bengal, Buima, Madias, and certain parts of Pombay and the Central
Provinces. In other paits of the cotntry 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 implementa.
The most important of these are the plough, scarifier, seed drilis, harrow,
sickles, and winnowing sieves. The power used is universally that derived
from human beings and animals. Thus 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 of India. But
Indian capital is attracted mostly to manufacturing industries or financing
businesses of the country. This probably is to be explained by the gap
which now exists between the rural cultivating classes and the capitaliss
middlemen. Little of rural hoarded wealth which may be utilised for pur-

4 Dr. Voelcker’s Report on Improvement of Indian Agriculture.

1+ Dr. Mann's Life and Labour ina Deccan Village; Mackenna’s Agriculture
in India. .

§ Report of the Indian Indusirial Commission, pages 58-59.
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poses of production bas as yet b een ccaxed out to be vsed in agricultural
or any other rural industry. Most of the active capital of India bas been
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 and
prospects of an industry, which is not confined to whaf are considered as
advanced areas. The first need, therefore, is to draw more and ever more
capital for investment in agriculture and sllied 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
guch machines for the joint use of several villages In either case a
condition precedent seems to be the consolidation of the agricultural
ho!dings which, in the existing conditions of inheritance for both the
Hindus and the Muealmans, are sub-divided into tco emall 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 ald of a complets 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 difficuls- to find out
if the boundary lines are not zij-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 place, 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 important seed towards increasing the agricultural out-
put is toimprove the soil itself. Thiscan be done by irrigation and manure,
1t is necessary to devote attention simultaneosly to both these inas-
much as the full eftects of the one a:e not resiiscd 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 cultivated area of 275 million acies, including
current fallows of 52 million acres, the irrigated area is only about 50
million acres, that is, less thsn 20 per cent, Of these again irrigation in
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the rcientife meaning of the word dces rot exist in all parts.  Io therest of
India the cultivator ploughs the land and sows the seed as his forefathers did
thousands of years ago. After that his function is maialy 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 necessary 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, drain the land if there be too
much rainfall 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 generation, converted tradi-
tionally arid land into one of the best lands in India. The (Gtanges-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 constructeld, and the waters are us:d to irri-
gate the agricultural lands of the State, But in Southern India, owing to
" the nature of the soil, tank irrigation is more suitable. Water is held in
reservoirs, natural or artificial, during the rainy season, and is used in the
course of the year. Sometimes what is knowa as overflow irrigation is pre-
ferredin these parts. Th: need of Bengal is different Most of the lands
here receive a plentiful supply of rainfall, and they are, especially in Kastern
and Southern Bengal, flooded with water, This is very good for jute and
rice crops. What is necessary is the regulation of this natural drainage, so
that all lands may participate in the advantages. This need is urgentin
Northern Bengal. In the rest of India, that is, in the middle pari of the
sub-continent, there are not overflowing rivers, nor indeed any constant
river system , neither is the soil saitable for the 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 thing in these
parts, There is scarcely any part here, including the higher regions on the
Vindhyas, where underground water is not availabls within easy depths.

The control and management of most of the important irrigation works
are in the hands of Government, and this is uadoubtedly one of the most
efficient work which Government are doing.- Wells are all privately owned,
and Government help the agriculturists to dig wells by giving them 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 ueed in this bebalf, and partly to the inertia of the agriculturists them
selves. The extreme sub-division and fragmentation of azriculturai holdings is
also responsible, to no small extent, for the unsatisfactory development of
well-irrigation, Also there is not the requisite amount of concerted action
pmong vhe agriculturists and those who work on their behalf,
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Here a'so it seems that an important problem is that of attracting
capital. Goverament help by granting takavi loans can never be to the de-
sirable extent. Funds must beraised 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 mustearn a reasonable return. From experience in
various parts of India it appears that the enterprise is highly profitable as a
business endeavour. Thisshows that, under proper organisation and co-ordi-
nation of efforts between the villagers and the capitalist middlemen, well-irriga-
tion can be widely extended.-

When this problem is tackled another follows in itswake, viz., the pro-
blem of a more rapid lifting of water from wells on an extensive scale.

The present method is too crude to be very effective But if the prob-
lem of sinking wells be properly handled, the work of water lifting will im-
prove inasmuch as mechaunical devices may be introduced for lifting water. T
The system of tube wells will probably help to solve this problem to some
extent.

Manure.

Besides irrigation the soil can beimproved by manuring it. Owing to
the ignorance of the Indian cultivators and the want of funds which they
command, very littleis now done towards manuringthe soil. But this is so
important a problem that it must be tackled 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 tapid exhaustion of the soil with regard to some chemi -
cal substances. But the besf guarantee against soil deterioration is to supply
directly to theland 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, eté. InIndia 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
thesoil itis ploughed into the soil. Thishelps the soil to have nitrate which
such plants contain in the nodules of their roots as a result of the ceaseless
work of nitrifyingbacteria. In more advanced systems of agriculture nitrogen
is supplied differently in :ome mineral form eg. nitrate of soda, sulphate of
ammonia, etc. Phosphoric acid is the mostimportant thing of the soil
which is exhausted by every kind of crop. It is very necessary that this
should be restored to the soil. But unfortunately there is no such practice
in wide use in India. Hence experts think that the Indian soil is generally

+ Report of the Indian Industrial Commission, pages 59-69.
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deficient in phosphorus. Thisis supplied to the soil of other countries in
the form of suparphosphates. These may be made from bones, called
bone-meal, or from the mineral tricalcic phosphate of lime. Phosphate
of lime is very eficacious probably bicause it gives lime also although its effect
isnot soimmediate as, forexample, bonemeal. A deficiency in potassium can
be made up by feeding the soil with soms variety of the many mineral salts
of potassium. 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 arein such abundance in the soil or are so easily replenished
by natural processes that thereis 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 proper 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
inwfficient 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 waant 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
guccess or faillure of any experiment 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 nitrogen or potassium or
phosphorus yields satisfactory results, sometimes it does unot. This enly
shows that in the former case the other constituents existed in the soil,
whereas in the latter case tuey 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 analysis throughout the whole country, and find out the deficien-
cies in the soil in different parts of the country. The results of such
analyses should be made available 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 themselves 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



25

of cattle, although only a tithe of the total dung is utilised for this purpose.
But of all the chemical substances of the soil, which ecattle 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 inasmnch 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 phosphorus
in some form. One of such forms, although not so effective, is cattle urine
which is not utilised v ow,

Except for its deficiency ia phosphorus, dung is the best manure easily
available. 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 that 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 wused for supplying cheap fuel to the
rural population. Thus a right policy of re-afforestation is vitally con-
nected with the regeneration of agriculture on a scientific basis. Dis-
afforestation has 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 northarn anl westarn parts of the United Provinces
of Agra and Oudh, especially the district of Etawah, is attributed ta
rapid dis-afforestation. Trowseed says : * The forests where the Emperor
Babar hunted the rhinoceros are now a waterless tangle of ravines,” and
‘“ the beautiful country along the Foot Hills is now buried under sand
and gravel” {. According to this writer this devastation of the land is
due to ““fire and axe”. By river-bed erosion the Jumna has been lowered
fifty feet daring the last five hundred years because the torrents are unham-
pered by the roota 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 cage in the terai lands of Saharanpur. 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 i

Thus it will be realised that one of the means of preserving our agrioul-

t Article in the Indian Forester. August, 1921.
% The Agricultural Journal of India : Article on the Afforestation of Etawah
by Venskin, page 683,
4
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tural lands as also of releasing dung to be used as manureis to develop
our forests. This development for the purpose is no%¥ so difficult or
costly as is ordinarily imagined. Nor does it take very long time to do
80. According to experts babul, shisham, teak. etec., grow to a height of
between twelve and twenty feet in three years §. On the h ills the eucalyptus
globulus grows quickly, and in dry lands tamariz is such a treef. All the
above trees are specially suitable for use asfuel. Therefore, a proper policy
of re-afforestation in the neighbourhood of villages or groups of villages, with
the object of supplying chexp fuel to the rural people and grazing lands to
their cattle, will help a wider use of cattle dung as manure for agriculsural
lands. 4

We would now give some illustrations of theresults of experiments
carried on in India by ag-icultural experts. Tn estimating their practical use
to our agricultural system itis necessary to make proper allowance for the
great care which is taken by our experts in their experiments and the like of
which the ordinary cultivator cvn never be expected to do. In this diree-
tion our cultivators no d>ubt require to be improved bat in spite of all
probable improvement they can never afford to be as careful as the agricul-
tural farms under the experts. The following table will show the results of
some of the experiments made in India :

‘ Percentage
Output per vy ‘ . ' increase in
acre. Without manure With manure. output on
unmanured
erop.
A Rice .. 100 mds. cowdung per acre.
§1. Grain Ibs. 1,374 lbs. 3,556 .. . 159
Straw 5 2,172 e 4,479 . 106
. 3mds. bone-meal, 30 sers saltpetr
§2. Grain s 1,874 Ibs. 4,389 .. 219
Straw . 2174 w 6,178 .. .. 184
. 2 tons ashes, 8 cwts.
bone-meal, 12 tons dung.
§3. Grain . 1084 Ibs. 3,484 ... 220
Straw »s 840 o 2,464 .o .e 193
14 ewts, ground-nut, 1} cwts.
bone-meal, 75 Ibs. kainit,
§4. Grain » 408 Ibs. 1,337 .. . 1T
Straw  bundles 9 bundles 22 .. .. 144

+ E. A. Symthies, I.F S., on the Afforestation of Etawah.

+ R. 8. Troup’s Silviculture in India.
§ John Kennys Intensive Farming in India. ¥le gives the results of experiments

made by. many otber’s. The illustrations quoted give his own results aud some of
those obtained by Newman, Davis, Dr. Leather and others,
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Percentage
increasé 1n
With manure._ output on
unmanured
crop.
4 tons cattle dung.
Ibs. 80 .. 60
1 cwt. nitrate of soda.
1 ,, super phosphates.
1 5 kainit.
lbs. 150 .. " 200
2 ewts. ground-nut cake.
2 ,, superphosphates,
2 4 kainit.
lbs. 200 - 300
Poundrette or dry human excreta. C
Ibs 1,603 " 418
3 mds. saltpetre.
Ibs 1,558 - 90
14 tons farmyard manure.
Ibs. 1,980 .. 120
1568 Ibs. Chili saltpetre.
40 , superphosphates.
158 ,, sulphate of potash
bushels 349 .. . 150
Green manure a1d superphosphates, ‘
- lbs. 1,451 . 140
lbs. 2,330 .. . 93
Green manure and superphosphates.
lbs. 960 .. - -
» 1,560 - 62
» L840 e .o 91
Green manure and superphosphates,
lbs. 1,599 225
» 1’4*58 94
» 2,841 " 64

Output per Without manure
acre,

B. Cotton
§1. Crop 1bs. 50
§2. Crop » 50
§3. Crop ” 59
C. Wheat
§1. Grain .y 1,088
2. Grain » 820
§3. Grain » 900
D. Potato
§l. Crop bushels 145
E. Oats
§§1. Grain lbs.» 562

Straw 2 1, 175
1. 1st year

ond .
srd -,

F. Maize
W1 Grain 49
§§2. Grain » 752

Straw » 1,732

N, B—The numbers indicate different experiments.

§-

Jhon Kenne'y Intensive Farming in India
ments made by many others,

of those ohtained by Newmau. Davis, Dr. Leather. andothers,
i T. Basu’s article in the Agricultural Ledger, No, 10, 1893,
§§ Proceedings of the Board of Agriculture at Pusa, December 1,1919.
fli A Study of the Indigo Soils of Bihar by W. A, Davis published by the Agricul
tural Research Institute Pusay

He gives the results of experi-
The illustrations quoted give his own results and some
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It 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 table that in many cases the cost
of manure is too high in comparison with the increase in outpus. In some
caser the cost is even greater than the increased value obtained. Take, for
example, the third experiment under wheat, thatis, 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. 80.
To raise this extra amount 14 tons of farmyard manure was used, the price
of which will be more than Rs- 80. On the other hand, take the first
experiment under rice, thatis, A. 1, where the increased outputis 2,182 lbs.
or 26§ mds., the price of which will be about R 150. The manure used was
100 mds. of cowdung, 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 for cost are merely
academic in their interest, and bave little practical importance. Nor does
the manure used show any result unlessitis known what was the result of
soil analysis of the particular land to whish .the manure has beer applied.
What isnece ssary 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
cages. For the use of those who waut 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 a gricultural system of
India, whether by soil improvement or by introducing improved implements
and machinery, especially the latter, one caution is necessary, The full
significance of that can only be realised by those who are actually hand-
ling the problem in its entirety and not one aspect of it merely ** In lndia
there is an agricultural practice built up on the traditional custom of years
andin which reside, though unexpressed and unexplained, deep scientific
principles, the reasons for which can only gradually be elucidated ”§. It
isnecessary to attempt unravelling these mysteries in order to preserve
what is best in the present system, so that what is really good may not be

3 Mackenna—Agriculture in India.
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destroyed by the iconoclastic zeal for improvement on the partof the
technical scientist or the lay worker on bebalf of the cultivator.

Improvements in Organisation.

Improvements in organisation help improvements of agricalture 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 of thisland can be brought
under cultivation by developing easy means of communication. Information
in this behalf and facilities to settle on such land should be organised in
order to induce people from more congested parts of the country to
migrate to these parts. In this way many places are being developed, eg.,
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-
lation has been attracted, e. ¢.,in the Panjab and Sindh,

Again, such organisation is necessary to introduc: improvement of the
soll. 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-
Iy 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. Appareatly no permanent im-
provement of the land can be undertaken by means of short-term loans, nor
can long-term loans be grante ! on parsonal credit only, Therefore, for the
improvement of agricultural lands in India, organisations of the type of the
German Landschaften are needed. These grant long-term loans for permanent
agricultural improvements on th: 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 purpose for which loans have b:en sanctioned.
The borrower is required to pay interest on the loan, a small charge towards
the ryserve fund ani the cost of maintenana: of the Society, and a portion
of the principal which is necessary to extinguish the debtat 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 Government. In India ordiaary 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 beneited by the system
are mainly the raral 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 sufflcient men with leisure to devot: their time and services to such
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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 Landscheften will be introduced in India without Governmentinitiative
and support. It is a mistake to suppose 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. Aleo such new socie
ties cannot grow atall without atleast some legislative help from Govern-
ment. Yorlanded 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
publie 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 remains 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 society 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
effect. 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
lauds 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 cul-
tivator will welcome the system because he is freed from the present
contingency of being suddenly asked to repay his debt to the moneylender
(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 ecan 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 becausethe 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 beiore the effects of the improvements are exhausted since trans-
for of such lands will have 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 coms to such a society because he can never
rely on the punctuality of the cultivator + 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 upoan 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 substitutiva of the society as his debtor,
which will undertake this work with much greater facility if the conditions
explained above be brought about by necessary legislation. In such ecir-
cumstances it is tobe expected that, with greater credit and less trouble
and risk of loss, the moneylender’s charge for intereet will also fall. This fall
will mainly go to the borrowing cultivators since the society will be of the
co-operative credit variety. (3) Thirdly, this will bring many and various
benefits to the community at large. The burdens on all lands, particularly
the cultivators and the small preprietors of lands, will be considerably
reduced at the same time that th: improvoments adumbrated in the begin-
ning of this lecture will be realisad. 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 made in tenancy laws which will retain to them the effects
of their improvements. Again, the improvements which can be introduced
now are only minor and secondary. With the adoption of this system the
expenditure on permament ajzricultural improvements will be. more liberal
and to that extent the country will be benefited. The producers will be
directly benefited by the inereised output and the general body of the
people will participate in the advantages in the form of lower prices of agri-
cultural products unless of course there is a proportionately greater increase
in the population. Also raw materials in the form of agricultural cutput will
be cueaper. This will stimulate industries dependent on agricultural pro-
ducts, This improved condition of the rural classes will naturally react on
another problem, viz, thas of the thoughtless immigration froa: country
districts to large towas on the off-chance of earning a living there. The
sudden aud more or less unexpected release of the rural labourers from all
bonds of social ties which exist in the village homes probably in too great an
extent but which practically do not exist in the new urban enviroments has
not always been very happy, especially in their moral effects. With greater

f ** 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 obligatious; ......... and partly in self-protection, the mahajan
charges a rate of interest which local custom readily tolerates " keport
of the Indian [ndustrial Commission,} page 211
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premeditation in migration this also may be partially remedied. Farther,
the prosperity of the rural classes will naturally react 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 consumption. Thus Govern-
ment revenue will automatically swell with such improvements. Finally,
there will be a check, partially at any rate, upon a vicious system which
prevailsin India, especially in Bengal, Bombay, Bihar, and the United
Provinces. Now there is excessive subdivision of agricultural holdings,
which often makes profitable cultivation impossible. The reasons are
several, the most imporfant being a rigid adherence to ths letter of the law
of inheritance and the attempt on the part of all tolive on land. Another
important cause is the extreme iandebtedness of the rural classes. This
compels them to repay their debts by selling or surrendering a portion of
their holdings. The temporary effect i3 to lighten the burden of their
d bts, but the more permanent effect is to involve them in greater debts
inasmuch as the same family or families must now live on a smaller land.
Under the proposed system of developing lands there will be no such press-
ing debt to be repaid, it3 amount being earned from the improvements made
on land and iis repayment with interest being settled on -terms of easy
instalments. )

Another means of introducing such improvements of land, besides the
institutions based on the principle of Landschaften, is to organise co-
operative purchase stores in rural areas. [hese may be utilised for buy-
ing consumption articles. But their work in behalf of land impro ve-
ments should be to purchase improved agricultural 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 batter implements, cattle, manure,
seeds, ete. Such organisations can only be institutel on the initiative and
" direction of Government for the same reasons for which co-operative societies
and Landschaften require Government help. Government help should, in the
beginning at any rate, be given to them in the form of loans with Govern-
ment money just as it was given and, in many parts of India, is even- now
being given,

In this connection it is worthy of note that Bome Grovernment measures
have indirectly retarded the progress of rural areas. In some parts of India,
for example in the Punjab, Bundelkhand, Chhota Nagpur, and certain parts
of Bombay and the Central Provinces, law forbids the alienation of agricul-
taral lands to non-agricultural classes. Ualess this is accompanied by
adequate provisions for credit, it merely means a fall in the value of land
and creates greater difficulties in finance for the cultivators. Owing to the
extraor linary development of the Punjab and Sindh irrigated areas it has
not affeoted these parts so badly but inherently the measure is defective.
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Somse other means must therefore be devised to prevent the transfer of
agricaltural lanls to the moazy-lealinz class2s who never intend to cultivate
theirlands thenselves. If that b3 nob practicable the present law should yet
be dropped. Another such defective law which uudermines both the mora-
lity and material prosperity of the borrowers is the Usurious Loans Act of
1918. The courts of justice have the right to determine a fair rate of
intsrest. This is usaally accepted as twelve per cent. per annum, rarely
more than eighteern per cent, Bat if the money-lender really runs a risk as

" he thinks that he does, he evades the law by forcing the borrower to recog-
nise a higher amount as borrowed than the actual amount, so that the court’s
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
degrading 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 tobe
devised to bring about a redistribution of the income from lands, by which
the cultivators can get more of 1t 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-
ments in this behalf should proceed along two independent lines. The
systeias of land tenure and the tenancy laws should be so modified as
to help the cultivators out of a substantial portion of the présent burden
of rents and other dues, which varies according to the capacity of the
middlemen tenure holders or the 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 that one of the methods of doing so is to amend the tenanecy
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 inte a middleman
tenure holder by sub-letting his land to others and thus bhimself
becoming a ‘ rent-eater ”. Thus the change of the law should provide for
certain general rights of the actual tiller of the soil, whoever he may be,
including the regular workers on Jand who are now employed by the
cultivator himself. This will effectively check such sub-letting inasmuch
as th; present holder will gain notking by doing so,
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Secondly, there is now an excessive bhandling of crops by the
wmiddlemen traders in moving them from the fields to the ports or the
internal distributing centres. There is no doubt 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 fron the co-operative purchase
gtores, These associations will finance the caltivators till their products can
be sold in the best markets. Suach bodies wili naturally find the customers
coming to their doors for making parchases 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-
penses 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

profitabie form. This includes such operationsas fibre and oil extraction,
wheat grinding, paddy husking, coffee pulping, tes manufacture, and, most
important of all, sugarcane erushing ”§. He may also “‘prepare materials
required for agrioulture 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 cost or loss of time. This will also solve
the important problem of providing supplementary occupation to him since
during certain parts of the year he ramains compulsorily idle. Moreover,
the transport charges will be reduced inasmuch as the raw things are always
heavier and more bulky than the part-manufactured articles. Further, the
bye-products which are often of great valus to him, e.g., oil cakes, and which
now leave him along with the raw things, 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 to a few only. Piece-
meal development is impossible in any department if life. It is especi-
ally so when the various branches of economic-development are so closely
related to and so interdependent upon one another. Thercfore, there is the
need of organised effort which, in a country like India as probably in all
countries, can be successful only if the initiative and the driving force come

from the Government of the country.
§ Report of the Indian Industrial Commission, page 59.




AGRICULTURAL VERSUS INDUSTRIAL
DEVELOPMENT IN INDIA.

By Pror. R. M. Josa1l, SypENHAM COLLEGE OF COMMERCE |
ANDp Economics, BoMBAY.

The great economic problem of India i the problem of poverty. India
is one of the poorest, if not the poorest, country on the face of the earth.
There is no disputing about that fact, The remedies proposed, however,
for curing that disease of poverty differ according to the diagnosis of the
diseagse. And they differ to such an extent sometime s 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 an outcome of 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 these 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
the vital significance of industrial development in India, for the report
merely says: ¢ That the industrial development of India has not been
commensurate with the size of the country, its population and ite natural
resources, and that a considerable devel opment of Indian industries would
be very much to the advantage of the couatry as a whole.”” The Commis-
sion evidently do not believe that the most important remedy for the
poverty of the country is industrial dev:lopment. The latter is simply
quite a desirable thing, in the opinion of the Commission. What tkey mean
by * considerable development,” or at any rate what the majority of the
Commission mean by it, is seen from what they say elsewhere in the same
report, viz, * India for many years to come is likely to concentrate on the
simpler forms of manufactured goods and these are precisely those in which
the United Kingdom has the smallest interest.”

It is the halting pronouncements of the above two Commiasions on
which the policy of the State in the matter of industrial development is at
present based. But there are people in various camps who have already
taken a fright at it. Hereis the chairman of the Calcutta Port Commis
sioners who recently delivered himself of the following before the Tariff Board:
* India is predominantly an agricultural country. You have ag nculture as
your prevailing industry and you bave to find a market for a certain amount
of surplus agricultural prodace. In order that agriculture might flourish in
this country there might be a point at which it might be undesirable to
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develop manufacturing industries unless that can be done without damag-
ing agriculture. It is hardly fair to agricultural interests to develop those
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 does not
by any means stand alonein this type of advocacy of agricultural intereats.
There are big landholders, eg. .in the Council of State, who tell us
through that council and the Press that the one great need in
the economic life of the country to-day is the establishment of land-
mortgage banks with a Central National Bank at their back, There are
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 fiseal policy when the one thing needful for the
econ omic 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 agd Carlyle say so ? Does
not Parel exemplify it? What if Letchworth and Bournville and
Port Sunlight prove exactly the opposite? What if Tatanagar proves in this
very country what an industrial town can be like if only things are wisely.
planned at the right moment ¢ It is amuging to note that these enthusiasts
for rural life seem blissfully ignorant of the fact that a vast mass of
villages all over the country are simply pocket editions of the slums of
industrial towns. They 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 successfu'ly
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. Bust
enough of this digression. My point is that in the present period 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 lec us examine the statement that India has always been, is
and will remain predominantly an agricultural country. 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 is the most important single industry
even to-day and occupies the largest proportion of the population. The
pature of agriculture has changed, radically changed, as compared with
- the condition of things two centuries ago. DMuch less wheat is produced
than used to be the case or than what could be produced. But it only
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means 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 indigenous wool production has
also occurred because the alternative products above ~ mentioned pay the
farmer better. But agriculture iu this com prehensive sense, is not only
very much alive but is as a matter of fact the industry which
employs the largest number of people to-day. In the other inlustrially
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 a3 much an agricultural as an indus-
trizlised 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 Jong as food continues to form the most pressing of human wantsand
as long as it continues to be derived from land, cultivable land even in
ind ustrialised countries will naturally be made to yield all that it can of
food whatever its form may be. Agriculturecannot but remain the parent
indastry 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 activities supplemented
by handicrafts of the domestic type, There was the band-spinning of
wool as a more or less universal spare-time occupation and the hand-
weaving of the yarn by a specialist class of weavers. And therec 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 sparetime
occupations and the conesquent displacement of large masses of people
from the villages and smaller 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 furnaces and foundries,
of rolling mills and factories 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 the Industrial Revolution, wooden ship~
building of course practically disappeared in England. But a much larger
industry of iron and steel ship-building replaced it. Railway transport,
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ocean shipping, commerce, insurance, benking opeved co many new careers
that the disappearance of the old handicrafts zpprared as a tagatelle.
Agriculture itself came to be re-organised 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-gardening. The upshot
of it all was that a fmuch smaller proportion of the total population came to be
occupied on the land but the per capita income in thatas in otber 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 sudd enness 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 electricit y. England
fachioned for berself the 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 tosupply the various
goods produced with their help but also similar tools and implements them-
selves. o . '

Now, the other nations that have successfully modernised their indus-
trial fabric first thougbt of doing so when their handicrafts of the domestic
type began to decay because of the cOmpetitiQn of the machine-made goods
of England. They started by equipping themselves with the new tools and
injp]ements which they first imported ready-made from England. But these
countries were shr ewd enough to perceive that there would be no real moder-
nisation of their industries until they began to make theirown tools and
implements t.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 featin the course of a single generation.

In all the countries which are considered industrially advanced
to-day, the old handicrafts have nearly disappeared, people havehad 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 and a hundred other fields that were opened
anew.

Now let us see what happened in India. Here even before the era of
railways and steamships, various classes of handicraftsmen had begun to
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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 purchazed by the Joreigners here and
taken away ia their 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 meant
- decreased employment for various classes of people. Then came the invasion
slow but sure, of thehome market by cheaper machine-made goods. The
handicrafts of the country putup a tough fight for defence, but it was a
losing game. Then came the era of railways and wherever the railway
penetrated the doom of the handicrafts, which had supplied the ordinary
necessities and conveniences of the mass of the p2ople for unnumbered cen -
turies in the past, was very swiftly sealed, This process was accelerated when
steamships began successfully to ply through the Suez Canal and 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 malker, the oil-presser, etec.
The field of employment of all the handicrafts men who supplied the ordinary
necessities of life was getting rapidly contracted and the supplementary
income of the agriculturists getting extinguished. But why could not these
people be absorbed in new fields of cmploymeat of a new industrial era as had
happened in other countries, as was happening just then in Japan ? For
the simple reason that the new fields of industrial employment did not open
in India as they did elsewhere. Our railways were built for us by imported
material and imporied brains. _We did not like other countries merely get
started in this way and then set ourselves 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 became a back
number but we did not replace that industry, by a much bigger
iron and . steel ship-building industry, we did not build our own marine
engines, make our own other marine stores and open out a great
navigation industry aswell. 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 andimplements of the new industrisl 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 vype. There
is 8 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, manganese and gold mines and latterly there have
been established the Tata Iron and Steel Works which are struggling as yet
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for their very life.

What development thers has beea in theso matters has taken place
mainly during the lagt tweaty years. Bat it 'was in the seventies of the last
century that the rapid decadence of the handicrafts, employing large
numbers of people as they supplied the daily waints of the mass of the
population, bagan 6o ta'ts plac:, aal at that tim e there were no new fields o°
employment available wherein these people could be absorbed. Hence
they fell back upon agriculture which was the only industry in which ma-
chine-made goods did not compete. Even azriculture was affected in 3o much
as the spare-time occupation of spinting was gone, If in the other countries
people were taken away from agriclture into new industries thus necessi-
tating the reform of ugriculture itself, in India more an1 more peopls were
thrown back upon agriculture and the result of it was the excessive subdivi-
sion and fragmentation of land, the diminutive 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 and plaguas
too well known to need repetition. That is the origin of most of the
serioua agricultural ills for which we all geek remedies. It is not a matter
for pride 't congratulation thatseventy, eighty or ninety per cent of our
people live directiy orindirectly on the land. It is a matter for serious
anxiety. We know that in those parts of the country lik: the Punjab where
new land for cultivation was made available by irrigation, the first colon ists
prospered but later with increased pressure of numbersinto the agricultural
field the same evils of subdivision, fragmentation, growth of indebtedness ete.
followed. So the decay of handicrafts brought'sbout the decay of agriculture.
The gloom of the situation went on thikening during the last two decades
of the nineteenth century. It was not the excessiveness of the land
revenue demand but the miserableness of the individual share of the income
from land which was 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 nooks and corners of the
country were ready to take bulky goods like foodstuffs and raw materials
in the otherdirection, and thers was a growing demand for these goodsin the
industrialised couatries of the world. For the first time in the history of
the world, voluminous trade in bulky goods of smali value became possible
and agriculture in India began to respond more and more to this situation.
Since the beginning of this century, efforts have begun to be made through
the Agricultural and Co-operative De:partments of Government to improve

" the condition of the agriculturists. The development of industries on modern
lines has also begun and has made the agriccltural population mobile. But
neither the Government nor the people seem to be convinced that we have
got far too many people engaged in agrioulture in this country. There has
now emerged a new class of people who are agriculturists for four or six
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monthg of the year and mill-hands for the remainder. Needless to say, they
make neither good agriculturists nor good mill-hands. We get twenty fami-
lies trying to live by tilling twenty acrtes of land, each with a holding of one
acre, not all in one block, but made up of ten scattered strips each of the size
of a fraction ofan acre. That is the kind of asriculture we have got. We do
want sll 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 thersin. But we want only as many people
to be engaged therein as can find a wholetime occupation and can make
a decent living out ofit. The rest must be provided for in some other
occupations, Let those who have temporarily to migrate every year be-
cause their holdings are too small’ be induced 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 for 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 bas 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 in agricultuwre and also of the great poverty of the
country., The main remedy, therefore, for the improvement of agriculture
is the diversion of perhaps a third of the people, engaged in it,if not more, away
fromit into other industries. It i 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 camplementary
rather than antagonistic. »



HOUSING OF THE WORKING CLASSES.
By Rao BamapuR MR. S. S. TALMAKI, B. A., L LB., HON. SECRETARY
OENTRAL 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 economiec
problem in all growing cities, especially in those where trade and indus-
tries are making rapid progress. Most of the modern cities were allowed
to grow without any sort of control or a definite plan, their need not
having been fels at the earlier stages of growth. This initial neglect
rendered future centrol and solution 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
bodies, and even the employers of labour are making vast strides of
progress in the matter of the housing of the working classes. On the

~other hands in our country the State was for a long .time a mere
lookeron collecting statistics and figures, while the local bedies did not
go further than framing byelaws for reaulatmo' the construction of
buildings by private owners,

Neither have the employers of labour fully realised how important
it is to house the men working under them in eanitary dwellings and
bow 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 working 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 stabilise labour emd create a sense of

 elf-respect among the men.

Nowhere in our country are the housing conditions of the working clasess
80 miserable as in the city of Bombay. The outbreak of plague in 1896,

spreadiog the fell disease 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 authorities to the need of improving
the housing of the masses. The city of Bombay Improvement Act was
passed in 1898 with the object among others, of making provision for
the improvement and for the fature expamsion of the city, by removing
oF altering insanitary buildings, by constructing new sanitary dwellings
for the poorer classess and by laying out vacant lands. The objects of
the Aot were, no doubt, commandable, but .it placed the destruction of
slums first in the programme of work befors.:: making any provision for
the residence of the dishoused people, with - the result that these  people
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overotowded the neighbouring dwellings anl brought them to the con-
dition of fresh slums in the making. The rents in Bombay began to
riss abnormally and the Act became unpopular with the people, This
initial mistake was however realised by the authorities, and the Improve-
ment Biard ther:after dirscted its efforts to the work of improv'ing the
insanitary builliags by making therein such changes as to admit more
light and air. The Board also commenced the construction of new buildings
for workmen. In the latter work, however, the Board’s operations are
limited, inasmuch as the statute requires the Board to house only &
portion of the peopls dishoused by its schemes.

" Bhus the City Improvement Act was unable o do much in the
way of improving the housing conditions of the working classes. In 1913
the Act was amended so as to eaavle the Improvement Board to
construct buildings for tho woriing classes oa behalf of any employer
ot labour on his paying in alvance 2) per cent of the cost of the proposed
buildings, and undertaking to repsy She remaining amount with interest
by instalments in the course of 23 years. This scheme, too, did not prove to
be attractive to ths employers, enly one cotton mill having availed itself
of the facilities atforded by the Act.

Meanwhils the two Railway Comp anies, the B.B.&C.I., and the G. I. P.,
the Bombay Municipality and the Port Trust undertook to house the work-
men employed under them aud each of the bodies built a nomber of teme-
ment chawls for them.

All this while the State as such took no part, either direct or- indirect,
in the housing of tae wrrking classcs. The Indian Industrial Commission
appointed in 1916 by the Government of India recommended in' their report
issued in 1913 that in view of‘the peculiar conditions of thecity of Bombay
she Statein co-opsra tion with local authorities should adopt a definite pro-
gramme of kousing the wor king classes, levying further taxation in such a
way as to fall maialy on vhe employers of labour. This led to the appoint-
ment of the Bombay Development Directorate in 1920, which undertook,
among obher things, the Development of the suburbs and certain parts of the
city, as wall as the prozramme of construction of 50,000 rooms for the work-
ing classes in Bombay, A special cess on cofiton brought into the city ig
being levied to meet the charges of the schemes uadertiken by the Direc-
torate, whose programme of constructing the working class dwellings ig
making rapid progress.

In the work indicated above regarding the housing of the worling
classes, it would be difficult to say that it has or is proceeding on right
lines. In the first place, the initial mistake made by the City Improve-
ment Act has already been noted. Secondly, all the buildings constructed
80 fa.r consist of single room ten2ments, three ta four stories high, of the type
of pigeon holes, which cannot be termed dwellings in any sense of the term,



44

affording m:rely boarding and lodzing accommodation for the poor  claases,
Thirdly, the two Railway Companies should not have been allowed to con-
struct their working class buildings, much less their workshops in the cigy-
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 vt of
its own programme. Fourthly, the Development Directorate should in the
first instance have taken in hand the rapid development of the s:larbsin
Salsette. Such a course would have brought about a diversion of a large
number of upper and middle classes 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 scat of their work.

The excuse that is generally put forth for constructing one-room tene-
ment chawls is that it would not be an esonomic proposition to do anything
better in the city where land is so very dear. But the question 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 conspicuous 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, for 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 tenement chawls several storeys
high for the working classes, even in cases where they could be avoided, is a
gad mistake which might take ages to rectify. Kvea two-room fenements
in a chawl are bad enough ; and one-room tenements are abominable. It has
been found by experiente that child mortality is heaviest in one-room tene-
ments, The minimum standard should be two-room tenements in ground
floor structures with an open veranda and a small piece of yard for garden-
ing like the few sets of buildings designed by-the Port Trust in its Antope
Hill Settlement. o

The houses of our working classes are merely eating places, not even
sleeping places, as many of the people.are found tv use the open roads for
the latter purpose. They are much less the places‘ where seli-respect could be
preserved, comfort secured, and domestic pleasure enjoyed. The people are
crowding tagether in foul localities possessing no element of health, comfort

and decency. The results are indvicable—loss of self-respect, failure of health
and premature death especialyy among the children. Loas of self-respect
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brings about crime; failure of health involves frequ:nt ia terruplion of work
and loss of income, and the depression brought aboat thereby is the main
cause of drunkenness. It isno wonder therefore that a large mumber of
workmen should seek pleasure and company 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 gcale of
humanity.

Increase of salaries of the workmen is the general remedy suggested by
many well-wishers of labour against all the ills suffered by them. But a care-
ful observation of the effect of the recent increase in the wages will go to show
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 a3 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, Wit;};
regard to improvements in housing conditions, 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.

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 { abit of thrift and providence calculated
to impro ve 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 Improvement 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 housesis a part of the
programme, and not the only pregramme of improving the housing condi-
tions of the working classes, and it would remain incomplete till the people

are taught the proper use of those houses. by making them healthy homes
"and the abodes of comfort and happiness,



DISTRIBUTIVE CO-OPERATIVZ SOCIETIES IN INDIA
By Pror. H. L. KaJ1, SypENaaM CoLLEGE or COMMERCE AND
Economics, BomBAY.

The Co-operative Movemen$ 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 expansioa, Agricultural Organisa-
tions on the non-credit side, for the joint purchase 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 offers a very
good solution of the problem of uneconomic and fragmented holdings, are
but conspicuous by their insignificance in numbers, scale of operations, and
the measure of success achieved. Indeed it seems that the problems of
agricultural improvement in India cannot be successfully solved without the
aid of the Co-operative Movement in all the different operations of the cul-
tivator, merely credit will not and cannot suifice. India besides 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 an industrial producer, and while every one is not
an agriculturist, cvery one is certainly a coumsumer of numerous articles
produced by others. The chain of middlemen between the producer and
the consumer has groWn up here a3 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 effort. The possibilities are great, though the
achievements hitherto have been insignificant. The Stores,Societies in this
Presidency are languishing and gradually disappearing by liquidation and
cancellation, and other provinces do notreveal 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 points, taught many useful lessons, and have
been the means of our gaining very instructive experience. Itis true that

_these failures teach us negative lessons of what not to do, but theda nega-



47 ¢

tive lessons 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 sirictly cash terms; there is the
annual dividend on purchase, there is the fixed maximum rate of interest
to be allowed on share capital. There is little or no advertisement, no
window-dressing, no attracting of customers, the theory being that loyalty
of members antomatically secures custom and spares the expense of advers
tisement, window-dressing and the like. Faithful to the Rochdale princi-
ples, they wait for several retail stores to come into existence and struggle
into childhood 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, but 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 isa
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 comé into existence
2% all from the firet. To make matters clearer, it is obvious that to make
a co-operative venture successful there must be a sufficiently large group of
'persons 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
society, 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 their object. Such a group of persons will necessarily be loyal
to their atore and ensure its success. Instead of finding ont 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 whatsoeverof obtaining their require-
menta from or through the shop but who consent to take a few shares to
oblige the organisers or to help a good cause. 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 placelike Bombay,
for instance, it is no use starting a shop near the Girgaum Portuguese Church,
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a good centre in itself, and have your members ‘seattared all over Bombay. -
It is no use starting a Book Store for College students at Kalbadevi 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 members of the same caste were
to bs found sbayiug 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 organisation of the society and societies
must not therefore in general be registered unless this pnmary congidera-
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 primarily, 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
gelling at practically the wholesale rates or at rates lower than those obtain-
ing in the retail market, the society may adopt the Rochdale plan of dis-
tributing bonus on purchases, and thereby promote the habit of saving and
thrift. But, any way, the members must get the articles at lower rates, If
they cannot, the store fails in its primary idea and deserves %o 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 forward. 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 she 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 somehow keep 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 goon 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 in a really well-manag-
ed store this cannot and should - not be, a little philanthrophic assistance
even may be welcomed, the idea being to sscure the continued confidence af
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members in the desire of the stores to fulfil the expectations raised when it
started. The organisation securing the loyalty and custom, the prices “and
dividend retaining the custom so secured, the stores will be well on the road
to success.

A reason often assigned for the failure of dlstnbutlve sooletxes is that
accustomed as the people here are to purchases especially of foodstuffs, for
which they need not pay there and then, the enforcement of, and strict ad-
herence 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
foodstuffs and even some sundries shops, bave expressed a desire for permis--
sion to sell on credit ; and the only concession in this matter allowed gene-
rally has been that chose 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 coversubsequent purchases.
It is no wonder that this concession is not availed of by many. Insome
cases, perm ission is granted to allow credit for & month or so to approved
customers. This too means in practice credit to a few friends and acquain-
tances of the manager or members of the Com mittee—really cases where per-
suasion may eliminate the need for credit sales altogether. It appears to one
that some way has to be found whereby those who so desire may be able to
buy on credit, at & slightly higher rate of course. I think the store organi-
sation should run in close association with a credit society or a few weil
managed credit societies may be affiliated or recognised by the store. In
that case, & member of such a credit soclety may get a loan which is not paid
to him in cash but for which a card is issued to him. On productlon of this
card, the member will be allowed to make his purchases from the store to the
amount sanctioned and set forth there, Monthly or quarterly recoveries
could be effected, the members getting the desired facility and the stores the
desired custom. In the case of & store meant for the employees of a common
master, it is possible to secure this advantage even without the help of a
credit society, 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 one takes advantage of them.

The next consideration that presents itself to us is the management of
the shop. A storeis after all a business concern and must be run on thoge
lines. All facilities that are given by competing retailers must be afforded by
the stores as well, such a8 gending, 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 res

sorted to in order to attract non-member customers and thus to extend the

]
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beneficent influences of the stores, All this 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 workers and too small to 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, unless there is someone who, either
for love or money, is genuinely interested enough to takea gool deal of trou-
ble for it, the venture will not be “successful. Leaving love for the institu-

tion aside, somesone must have a sufficiently high stake in it, and must
stand to lose pretty much if it fails. The manager must theresfore 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, ane should encourage on the one hand
very small societies performing a specific function and haviag 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 scale of operations vast and varied enough to
permit of a highly paid competent staff which could be expected to run the
shop on business principles and ensure, a3 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 startinga 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-
aised. - _ _

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-operation 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-
fladged stores through the intermediate educative steps of a weekly co-opera-
tive bazar for a chawl or group of chawls, a buying club or weekly purchases
by one of ths membars by turn3 on bshalf of all, and a store working on an
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indent basis. Further as the student of tc-day is the citizen of tle mworrcew,
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 bazars, buying clubs and etores working on anindent basis, as potent

and effective means of education and training.

The State in India has taken a very active interestin 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.

Compuleory 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 has
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 sbaping 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 workera. If
the State were to adopt a more vigorous policy and if the non-officials were
to second these efforts, I have no doubt that with proper organisation secur-
ing loyalty, with efficient management, and with facilities for credit sales, the
societies that may come into existence will prosper and the Conaumera
Movement will take root in India as it ought to,



THE DAWN OF ECONOMIC SCIENCE.
By Mg. C. Gopar MEwoN, 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 théir 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 principles of the
science, and a correct conception of the circumatances deduced from these
principles, many 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
these thinga. Even people engaged in commerce have no precise notions
on the subject. W. Bagehot mentions that Political Economy labors under
an * inherent difficulty which no other scienceis 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 of its © abstractions’.
Theorists are not acquainted with business and businessmen do not reason
‘out theories, It would only be a minority who could trace out the remote
offects of a new tax upon a commodity. It is, however, essential that a
man of business must be able to reason out the formidable problems that
‘beset him 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 strnggles for social betterment.

In the dawninz 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
something 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 -
forthe 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 in the Seventeenth Oentury, that the
term Political Economy was applied to the study of the special groups of
facts relative to productioa and distribution of wealth. M onterethie de
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Valteville, a Frenchman, was the first who invented the name Political
Economy, and the name has been used by all other writers since. Sometime
before the French Revolution broke out, Adam Smith, the Father of Political
Economy, gathered up the threads of earlier social speculations, in his work
the “ Wealth of Nations,” which ever since became the cornerstone of the
science. He was not the only econcmist of his time, but in his book were
included all the principles advocated by his contemporaties. [n the words
of an American Economist *‘ the subsequent history of the science is mainly
the history of attempts to broaden 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.RS,,
sometime Fellow of Jesus College, Cambridge, and Professor of Political
Economy in the East India College, brought out an * Essay on the Principle
of Population and its Effects on Human Happiness,” His writings exhibit
an intellectual charaoter and he has contributed much to the progress of
Economic Science. He possesses in an eminent degree the faculty of
observing particular phenomeoa, but he is deficient in the power of analy-
tical head and has no claim to the nime of Scientist. His name is distin-
guished for the very important doctrine he has enunciated —a doctrine which
is the foundation and centre of most important economic theories-the
Malthusian doctrine, that population tends to increass faster than subsistence,
In his *“ History of Civilization in England,” vol. III, chap. v, Buckle
thus speaks of the se rvices rendered by Malthus :—

“ Scarcely had the Eighteenth Century passed away when it was
decisively proved that the reward of labor depends solely on two
things : namely, the magnitude of that national fund out of which
all labor is paid, and the number of labourers among whom the
fund is to be divided. This vast step in our knowledge is due,
mainly, taough not entirely, to Malthus, whose work on popula-
tion, besides making an epoch in the history of speculative
thought, has already produced coasiderable practical results, and

.will probably give rise to others more considerable still. It
was published in 1798 ; so that, Adam Smith, who died in 1790,
misscd what to him would have been the intense pleasure of seeiny
how, in it, his own views were expanded rather than corrected
Indeed, it is 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 attention to Political . Economy with brilliaat succesa. He
corrected the views of Smith concerning the nature and cause of rent, and
furnished, in support of his state meats, the Malthusian theory that “reng
would increase as the necessities of i increasing population forced oultivatiod



54
to less and less productive lands, or to less and less productive points on the
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 tbat 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
fou nded upon observation snd 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 predxcted by this
writer. Infact when we compare the views of modern economists with those
of the earlier, we find that the latter argued that man’scharacter and effiei-
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
haslived. .

Con temporaneous w1th 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 abstract theories. Belgian economists, foremost of them being.
¥mile de Laveleye, reprecented the science on the broad lines of Sociology.

Great developments commenced to take place at this period, develop-

ments that bave resulted in a marvellous transformation 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 insignificant, and there were no huge financial
undertakings, Colonization had hardly commenced; there were no great .
marts and cities. Although there was little money, there was little starva-
tion. Subsequently when England made great advances in wealth and
koowl edge, some surprising things happened. In the press, on the plate
form and in Parliament, humanity’s utterances fozr the social betterment
were more distinct and earnest than before.

It was under the logical investigations of John Stuart Mill that the old
¢asy iron system began to crumble away, and new movements beoamq
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visible. 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 proclalmed 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 Jevons, following the threads left by Mr, Mill, dealt
in detail with many of the fallacies of the existing theories. The latter
eet up a theory of value, which had important influence on the science,
the former showed in an ingenious way that the wage fund may be large
where capital is scarce, and high wages and high interest accompany each
other.

The fact that the science had got into loose ways was evidentin 1886.
When the 9th edition of the Encylopzdia Brittanioa was b:ing revised, the
article on Political Economy was removed, and a history of the develop-
ment of Political Economy was substituted on the ground that the science
wasin & state of transition. The very name Political Economy had dis-
appeared, and the name *‘ Kconomic:” was substituted. 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, gathered facts concerning human activity,
eapecially in business or making, buying and selliag. As there are no laws
of history, so there are no laws of society. All that the historian or
economist can do is to state conditiyns and describe results, and that regult
invariably in a very unsatisfactory manner, because the oplmon a man
expresses depends entirely u pon his point of view,

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

Toynbee says :

“ The historical method has revolutionised Political Economy, not by

. showing its laws to be false, but by proving that they are relative

+ for the most part to a particular stage of civilisation. This destroys

their character as eternal laws, and strips them of much of their
foroe and all their sanctity.”’ '

According to Dyer, in his Evolution of Industry, *The laws of econo-
mics therefore vary according to the circumstances of the times, and the
ideals which men may have, and they do not favor one form of industrial
organisation more than another, and any political economist who says
proceeds on entirely unscientific linea.”

Cunningham views the situation thus:

* The so-called laws of Political Economy in so far as they are universal
in form are hypothetical principles which it is convenient to yse
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as instruments for investigating the complicated phenomena of
soclety ; but it is absurd to treat mere instruments of investiga-
tion assum-d for convenience sake as principles for practical
guidance.”

- Prof. Alfred Marshall ad1s his weight to the historical school. Mar-
shall, who is a recognised authority in England on Economic Science, has
taken up a middle position from the views held by Ricardo and Mill. His
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
producea stuff to-day, they can do so to-morrow if internal and external
conditions remain unaltered. Asconditions 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 Conditions of
Existence. 'What great changes will take place in the future we cannot
guess. Who in the beginning of the Eighteenth Century could 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 aspecbs 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 states his principles are primarily founded on J. §,
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 to the science both on its
theoretical and its practical side. He severely ecriticised every
position taken by Mill, and where necessary corrections and limita-
- tions were introduced bringing the science up to date. It is often
mentioned that Prof. Sidgwick’s work is difficult reading. His treatment
of the science certainly requires concentrated atteation ; the sciemce of
econoinics, being in a state of transition, cannot be a simple science, the
principles of which can be mastered without systematic study, There is
po gainsaying that Prof, Bidgwick’s work is one of _the few works on Poli-
tical Fconomy of first-rate importance published in England since the death
of J. 8. 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 bated by Ruskin, Nevertheless, they have sometimes
owed inspiration 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 Pulverss,
Unto This Last, and Fors Clavigera he has made many of them more fully
aware than before of the limitations of their study. H& touches upon real
flaws in their arguments as for instance in Mill’s contention that demand for
goods is not a demangd for labour (Unto This Last). In Unto This Last he anti-
cipates the doctrine of & living wage, if that be a merit. He says that * the
final object of Political F.conomy is to get good method of consumption, and
great quantity of consump tion, 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 production. Production does
not consist in things laboriously made; but in things serviceably consumable
and the question for the nation is not how muoh labor it employs, but how
much life it produces. For as consumption is the end and aim of produc-
tion, solife is the end and aim of consumption.”” Here then we have the
goal of Ruskin’s Political Economy ; * Thereis not Wealth but Life.” All
his definitions point here : ecapital is the material for producing happy life ;
value, its measurement ; 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 used for ezamples of life and
instruetion of manners, but we must not apply them to establish any do:trine,

Another marked tendeacy in the Economis Studi:a at the present day,
is towards Industrial and Financial history. A thorough knowledge of the
industrial revolution is necessary for a correot 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 top arrive at the evolutions of industrial prob-
lems. InCunningham, 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 economy which rests upon a scientific
basis. A gocialist is distinguished from other politicians by the opinions
which he professas with respect t3 the causes of, and the remedies for, the
great evil of poverty. The school of thinksrs who preceded the birth of
modern scientific socialism are Robert Owen, Saint Simon and Charles
Fourier. From the elaborate schemes of future society which they have built
up they have been called the Utopists. Of these, Owen was the only one
who had the fortune, good 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 *Soientific »
Soocialism in the writings of the late Dr. Karl Marx, He is considered 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 production. 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 Misire de la
Philosophie.  Marx’s Capital is an interesting historical book, but it is not,
in the opinion of some, the bible which some Socialists think it is, as it has
little relation to modern Socialism and less to modern Economics.

To sum up. Itis within the bounds of the art of Political Economy
that we have to discover how we can make the most of ourselves and the
world in which we live. It consista in the application of knowledge to the
ordering of the production and distribution of wealth. According to Adam
Smith, ¢ Political Economy, consi lered as a branch of the science of
statesman or legislator, proposes two things : first, to provide a plentiful
revenue ot 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 sufficient revenue for the public services ”.
MecCullock tells us * The object of Political Economy is to point out th:
means by which the necessaries, comforts and enjoyments that constitute
wealth may be most easily and cheaply produced ; to ascértain 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 Mge. K. C. RAMAKRISHNAN, READER IN Economics, UNIVERSITY
OF MaADRas, i

Indian Economics presents a conspicuocus contrast to Western in the-
absence of any literature on the subject of Poor Relief. Ithas 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 concer 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 Governme 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 diffusion of property was satisfactory, of course,
accompanied by prudent and temperate habits of yll classes of the
population,” Maclean, in the Madras Manual of Administration, compiled
30 years ago, applied this formula of Mill bodily to the case of the Madras
Presidency and wrote ¢ The 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
bere who were remarkable for their contentment, self-respect, industry,
thrift and temperance. The large agricultural population of India, compos:d
maiuly of these small landholders—and & few labourers who, according to
traditional duty or the uniVersal principle of slavery, were' protected
through good times and bad by benevolent landlords—were well oft
under normal conditions and seldom subject to chronic and acute poverty,
while the Government intervened to save them in times of famine. This
saved India from a pressing pauper problem.

This general diffusion of wealth was really general diffusion of poverty ;
but there was no revolt against this state of affairs, On the other band,
the masses contentedly accepted poverty and meagre comforts. The standard
of comfort was easily reached in ordinary times ; for it was surprisingly low,
fixed so by climatic conditions, heredity and a steady inculcation of
eimplicity 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 organizations and voluntary methods of
relief which obviated the necessity for State Poor Relief. In olden days, the
village com munity provided for its own indigent and maimed population
from out of the common stock. A definite portion of the harvest on the
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thr elirg fcor was to be collected and taxes 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 patia for
meeting common religious 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. }
There were the caste srd trade guilds which csme to the rescue of
members of their castcs or t1ades who were afflicted and tried if possible to
eet them on their feet again. W. W. Hunter wrote * csste takes the place

of the Poor Law in India.” This esprit de corpsis still found ina fow
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 sacrifice their comforts if
that could help to keep a soul from going out to beg.

But, above all, State Relief has not been geriously thought of, because of
the unceasing flow of private charity. India hus been to this day a land of
extensive charities. Charity is enjoined as areligious duty and the country
has been thickly strewn with charitable institutions of all sorts. This alone
would make an y 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
Economic Journal of 1910 § as amounting to a revolution more radical than
~eny inthe West., 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 reduced to irdigence, others help-
ed him by giving him each a sheer, 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 Komatx widows is a first charge on many charitable
funds.

t+. H. Dodwell : ‘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 industries on a large scale, In spite of her predominantly
agricultural population, India ranks quite high in the world ian 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 legislation is almost in its infancy in India, and there must
occur a cousiderable nuraber of accidents in the mines, docks, railways,
argenals and factories, for which even the Workmen’s Compensation Act
may not provide any or adequate compensation. Besides, there are indust-

‘rial diseasas, 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 the
modern system of industry ** which will not work without some unemploy-
ed margin—some reserve of labour ” has been emphasised by many economic
writers. India which is becoming more industrial 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 pu rely agricultural country may be able to do
without & poor law, agricultural employment being comparatively steady ;
but in a8 manufacturing country a poor law is indispensable on account of
frequent per iods of depression which leave a permanent residie of paupers.

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

Allis not well with agriculture. The idyllic peasant proprietorsbip of
India is an overdrawa picture. We have in fact its caricature mow. We
he.r, on the one hand, thanks to the lndian laws of inheritance, of the ex-
cessive subdivision and fragmentati on of agricultural land, Holdings are
becoming far too small and uneconomic for any system of cultivation. We
learn, on the oth.r hand, from the last Madras Census Report that non-cul-
tivating lan} owners and culiivating tenants have increased in number while
- cultivating land owners have gonedown. The inference is also drawn that
land is passing out of the hands of the man who farmed his own land to
thoss of the non-cultivating money lender to whom he had mortgaged the

t Mining, Industries and Transport employ over 20 millions equivalent to the
number of such labourers in U. S. A. and France combined. There areas 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 Natjons by the India Office, October 1921,
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lJand and now undertakes to cultivate ihe land for him as a tepant. We
bave in fact an accession to the ranksof the landless proletariat in the
country. _

The pressure of population on the means of subsistence is felt in some
districts. Villages in fertile tracts are over-populated. Emigration is
growing unpopular and after all it takes away only a part of the virile
gection of the population. The new machine industries cannot absorb all
the redundant population. Add tothis the decay of many of the rural
industries. We have all the evils of unemployment and under-e mploymeat
or excessive leisure in villages with baneful material and moral infiuences
on the life of the peasant. They provide 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 raisad it considerably. Increase
in earnings has not kept pace with aocession 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 aspare for others, This desire for
increased comfort combined with the new ideas of personal hberty and free
. competition, of deserved and undeserved wealth is disrupting the joint

fawmily system. The harder struggle for ezistencz at the present day is also
responsible for the reluctance to maintain dependants, No doubt the joint
family system, of all the old institutions, still retains a hold amonz the
richer and middle classes. Butlet us not imagine that that can be the prop
of the aged and infirm among the labouring classes.

T'he old village communities have practically disappeared. We do not
find the vestiges of them in many villages. In some villages that retain the
Samudayam, the proceeds are shared among the original holders after meeting
the expenses of a few important festivals of the villag: temple. We do not
find any organised public provision for the poor, who temporarily or p :rman-
ently emigrate to urban centres. The feudal protecting spirit of the rich
landlords has been replaced by the bargaining and litigious spirit ; the caste

" nexus bas generated a calculating attit ude.

The caste system has lost its beneficial effects. Caste guilds and similar
institutions are fast breaking up. Trade guilds were in old days synony-
mous with caste guilds but now many trades are taken up by men of various
castes ; and professional feeling by itself is wot yet sufficiently developed to
to call forth any systematic effort of sectional charity.

Finally, individual private charity, charity in households to fairly
well- known persons, has considerably shrunk ia villages in thes¢ hard days.
But charity of the more ostentatious type, doled out tocrowds of people
ata time and in public places in towns has swelled, as capital isflowing
into fewer hands, Now, in a village, amidst a small community, begging
which is merely an appeal to a ncighbour may not be a bad method of seek-
ing relief. Butin larger communities, in urban centres, begging is accom-
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panied by fraud and undeserved suffering. Unorganised, indiscriminate
charity, besides being inherently unjust in treating all classes of paupers
alike, also manufectures paupers. 'n all countries-it has been “ the main
support and the standing temptation to vagrants”, The able-bodied and
professional beggars of India are to be counted by lakhs—and the misap-
plication of charity has a very real bearing on the thriving of this class,

The proper reorganisation of charity has attracted fora few years past
the attention of some reformers in [ndia, notably 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 orzanisations taking up pact of
that ereat work which they can more efficiently and humanely diecharge.

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 interests of the lower classes. Ina country,
where gensral poverty is so great and maay are on the verge of destitution,
there will grow an insistent demand for sufficient provision being made to
gave them from the evil day and to protect them if they fall into destitu-
tion.

Foreign Poor Laws have generally begun with the suppression 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
comprebensive recommendations. No action hasbeen hitherto taken upon
them, apparently for want of funds. But it is doubtful if Goverament can
commit itself to carrying out the big schemes suggested, withouta 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 insgitutions
acd the probable reaction the measures may engender. These were, perhaps,
not within the scope of the enquiry of the committees, But evenif a part
of their schemes 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 materid for
guidance in other cases also. Itis up to students of Indian Economies,
howeve-, to take up research work in this field, make a close study of
several individual cases of paupers and of the kind and degree of relief
afforded by charitable institutions, It isthen only that general inferences
can be drawn with regard to the causes, the immediate remediss and the
ultimate cure of pauperism and the most feasible solations offered of the
poor relisf problem in India.



‘SUPPLY OF LABOUR TO THE MADRAS COTION AND
OTHER INDUSTRIES.

By P, S. LoranNatEaN, READER IN EconoMics,
UNIVERSITY OF 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, (3) method of recruitment.

To take point (1), we must distinguish between two aspects of the ques-
tion, There is first of all the problem voiced by :ome of the employers of
labour that labour is very scarce and inadequate, that too high wages have
to be ‘given to get a decent supply, that even then labour does not stay on,
and that emigration ought therefore to be stopped. But an altogether
. different problem arises with regard to the adequacy of skilled labour. Let
us dispose of the latter first.

. There i8 no doubt that there is still considerable diﬂiculty experienced
in getting suitable trained labour especially for new 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 disadvan-
tage; thero 18 no harm but sume good, if industries precede technical 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 leave the factory by an offer of slightly higher wages outside.
'The matter may be set right ; apprentices must be asked 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—have adopted a system of apprentice-
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 olasses are held and most of the employecs 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 case has not brought forth such
& number of trained workmen who can be relied upon by employers starting
new industrics, The census figures also speak in the same direction. During
the last ten years, the number of skillel workmen increased from 41,141 to
only 43,412 by abaut 5}%, although the number em ployed in the factories
increased by over 26%,
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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 evtdent from the fact that our
agricultural industry supports an enormous popnlatlon. a good portlon of
which is superfluous and ready to 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 has come aboat an excessive dependence on agriculture. There is
undoubtedly a large amount of emigration from the province and the census
of 1921 speaka of 1,731,000 Madrasis eaumerated 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, is partly their
unwillingness 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 ocould 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-
cultural 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 trath is that safficient thought has not been givem to such
questions by small employers. We may therefore conclude _that the supply
of ordinary unskilled labour is quite adequate to s.wlsfy the needs of the
industries of the Presideacy and our argument may be strengthened by the
evidence of employers of textile, leather and other industries who have given
expression to the fact that th:y have never felt any difficulty in getting
enough supply. Indeed the manager 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 habitof the Indian indus
trial worker has been 8o often reiterated that it would be presumption to
question the acouracy of & statement of such universal acceptance. Still

$
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I hope it may be pardonable on the part of a student of South Indian eco-
nomics to have an open mind on the matter, A study of the labour 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 the migratory character of the workmen ? It can have no
meaning if applied to those engaged in seasonal industries like cotton
ginning, groundaut decorticating and extracting firms and in certain unor-
ganised trades, which are, in their nature, unable to afford employment to
the workers for the whole year. [h:se etanl midway between the agri-
caltural industry and the manipalative ialassries aal employ laboarers lar-
gely during the interval between the agricultural seasons. They are indus-
tries which afford supplementil earaiags to the agricultural workers in their
off season and situated, as some of them are, in the agricultural regions 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’ migratory habit.
Hence the term will have a definite meaning only when applied to
- workers in industries that operate throughout the year and call for the con-
tivuous employment of a defisite body of industrial workers. Under such
conditions, if the workers in afactory constantly change at every
period or year owing to any reason whatever, it would seriously
affect the question of labour supply. To what extent then is this
factor present and ‘o what extent doss it affect tie industrial
organisation of South India, The idea that Indian factory labour was fluctua-
ting and migratory was naturally derived fromi a study of the conditions of
th» localities which were industrially of great importance, In India, the
cotton industry has its home in the Bombay Presideney ; Bengalis the home
of the jute indusiry and also of the mining industry. A study of factory
labour of Bombay and Bengal was also a study of the whole of Indian
. labour, 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 80 extraordinarily migratory, that the personnel of the workers in those
mills changes almost completely in about two years or even less on the
average. It is supposed that 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 bhave 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 hereis a body of workmen that
do not depend upon agriculture at all and it could almost be said that there
has arigen an artisan class as such, that is entively 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
causes tiereof must be sought elsewhere. In Madura again, there are over
4.000 persons employed in the cotton mills, who again are & class of artisans



67

forming 8 factory population, as it were, and entirely dependent on the
industry. In Chrompet near Pallavaram there is an industrial colony being
formed which will consist of workers specially engaged in that field of work.
The railway workshops of Perambur and Negapatam, for example,
employ a large num ber.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 industry and not dependant on agricultural employments.
Indeed this - conclusion will not be surprising if we remember that
the agricultural industry can well afford to spare quite a good percentage of
its population. The te mptationto 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 landless 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.c. 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 constantly go back to their homes
at the end of two or three years after a sojourn i1 the congested industrial
centres under not very congenial surroundings. This difference in the sources
of labour supply between say Bombay and Madras cannot be better illustra-
ted than by a somewhat detailed study of the conditions of labourin the
cities of Bombay and Madras. In the city of Bombay, 84 pc. of the pe0plé
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 ; andif we remember the further fact that another 12 p.c. were
born in the Chingleput district divided from Madras only by an imaginary
and artificial 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 pe. 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 less than 18 p.c., In Negapatam it was 11 p.c.,
in Mangalore b p.c., in Coimbatore § 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 not. There are many forms of casual
and temporary employments that absorb these immigrants that come and
go. Butlabour in the chief organised industries comes to be settled down
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permanently and ceases to be partly agricultural and partly industrial.
There is nothing in the village lifs to offer much attraction to them and if
notwithstanding this, a few go back tv their village, it mnst be because they
have become almost unfit to continue as 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. Ordinafy
absenteeism 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
thatin Madras out of 1,20,99 ordinary unskilled woikers employed in the
. factories, only 425 come from outside the province and only 7,812 from
districts far away 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 & 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 & system of contract, the factories pay
the contractors or sardars asthey are known over there on the basisof a
certain quantity of labour supplied to them. Thisis 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 labour 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 from
being the general rule. Labour comes direct to the factories and is taken on,
on the recommendation of dspartmental maistries.- When vacancies occur the
friends and relatives of the employees get intimation and are taken on.
Sometimes a simple ‘Hands Wanted ’ more than satisfies the purpose.



INDIA’S REAL BALANCE OF TRADE IN 1922-23.
By G. Finpray Suirras, Esq. DirecTor, LaBour Orrice, BoMBAY.
Summary Table,

Figures in lakhs of

rupees. T
Credit. Debit.
Ezports—
1. Ezports of merchandise and treasure
(Visible exports) .. 342,90
2. Funds borrowed in England for interest charges
(para 4) (Invisible exports) e 13,12
Imports—
1. Imports of merchandise and treasure ses 311,61
2. Allowance for under-valuation of Imports of
merchandise and treasure excluding
currency notes (5 per cent of
Rs. 310,66 lakhs) 15,63
8. Visible imports of funds (Net) 2,48
4. Invisible imports :—
i. Expenditure in interest for overseas ca-
pital invested in India ... . " 96,25
ii. Expenditure for shipping services } . 22,16
iii. Expenditure for commissione I (mamly finan-
cial and insurance services) 9,00
iv, Net expenditure for other services v 4,00
Visible Balance of Trade (Net) ... 13,22
Invisible items (Final figure from both"sides) 17,13

Final Balance (Visible and invisible items)... - 891
. Explanatory Memorandum.
1. The object of the memorandum.
2. Introductory.
3. Vieible Exports and Imports.
4. Invisible Imports— Net Expenditure in interest for overseas
capital invested.
5. Expenditure for Shipping Services,
6. Finanee, Insurance and other Commission Chargea.
7. Miscellaneous Items—Invisible Imports.
8. Conclusion.

t Rs. 1lakh = Rs, 1,060,000 = £ 6,667 (Bs. l5-—£1)
1 See end of para §
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1. The object of the memorandum.—~The 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 countries or the reverse. There are three senses
in which the term * balance of trade’ is used. In the first place, it is some-
times, if not frequently, used to mean the difference between exports and
imports of merchandise excluding treasure. Thisis the sense in which the
mercantilists used the term, ard 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
mesaning of the term gives rice to the expressions favourable and unfavour-
able balances of trade for creditor and debtor country respectively. The third
meening (and tle meaning ueed in this memorandum) is the balance of all

vigible and invisible exporte and imports. In short, it is the balance of inter-
national payments. Over a long period, there can, of course, be no balance
of payments due from one country to another. The balance is paid by the
sale of more commodities or else one country may lend to another a sum
equal to that balance. In either casethe credit and the debit sides of the
" account balance. In this sense of the term there can, in the lo'ng run, be no
favourable or unfavourable balance of trade except for a short time., It is
this balance for a short time that is responsible for the fluctuations in
Exchange. These fluctuations normally start forces which equalise pay-
ments on both sides and thus establich an equilibrium. -

1t need hardly be pointed out that payments between India and other
countries can only be made in (1) goods; (2} .bullion ; (3) securities; and (4)
gervices. The mere fect that India’s visible exports ordinarily exceed her
visible imports cannot be taken as proof that Indiaisa creditor country. Any
one who watches the constant issves of Indian securities on the London Stock
Exchange is aware that a favourable balance, asin the case of Canada,
Austrslia and the Argentine, means, among other thiogs, an import of capital.

Ip other woids, 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 interna tional pay-

ments, Irvisible imroits are met by goods exported abroad for which not a

single rupee worth of goods bave to be imported, They are in reality not in
any eense imports but they are termed so, because the items have to be
added to tke imyport or debit side of the account when drawing up a state-
ment of international payments. In the case of the older countries like the
United Kingdom, Sweden and Denmark, an excess of invisible imports over
invisible exports does not mean that the country concerned is living on ita
capital. Invisible exports in this cace have to be taken inte account. Thus
on the one hand there are countries which are lending or creditor countries,
and on the other hand there are countries which borrow from those countries
in the former category. To this latter class India, Canada, Australia, the
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Argentine and similar countries belong.
2. Introductory.—1It is unnecessary to enter a caveat that the balance
of trade of a country is never srttl:d within any precise twelve months. A
large number of liabilities on account of transactions which bave taken place
during the year may be carried into the account of the following year, Ano-
. ther caveat is that in calculations of this nature one is never able
to be strictly correct, even within crores of rupees, but it is generally
possible to make a rough calculation within useful limits. In other words
one must not reason too finely in dealing with statistics of the balance of
trade. In the trade balance statem nt of Great Britain, there is a difference
in the final balance published by the Boarl of Trade in its Jouraal of 29th
March 1923, and that published in the Economist of 176h February, of no
less than £93 millioas. The Board of Trade estimated the net income from
jovestments at £175 millions sterling ay against £100 millions in the
Economist; and shipping earnings at £110 millions as against £94 millions
in the Economils’s estimates. In India’s balance of trade, it should be
remembered that nearly all transactions are in the long run done through
London. London is the world’s banker and for yeirs London has rightly
asserted that the bill on herself was the currency of international trade.
The supremacy of the London bill of exchings is great, not merely due to
London’s suprema:y in finaasis! michin ry, but to the sapremacy of Great
Britain’s world-wide trade and to her readiness to take goods from all
countries, The chief and most important members of the London market
are, of course, the banks, bill brokers, discount houses, accepting housee and
foreign bankers together with the Bank of England. Again many of the
transactions are done through the Secretary of State for India who sells
Councils Drafts in L)adon on the Government of India from time to time to
meet his Home charges, and with the asistance of the Bank of England he
arranges the payment of inberest on certain loans as occasisn demands

3. Visible Ezports and Imports.—The basis of the analysis is the official
returns for the Sea-borne Trade of British India for the 12 months ended
Mar:h 1923. The declarations ia the bills of entry for imports, and in the
shipping bills for exports, are made by importers and exporters but are
checked by Custom House officials, The values are the wholesale market
cash prices less trade discount for which gaods of like kind and quality are
being sold at the time and place of importation and exportativa respec-
tively. They do not necessarily represent the actual price receivable by or
pail by India for the goods exported or imported. According to section
30 of the Indian Sea Customs Aot {VIII of 1873) 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 sold or are capable of being sold at
the time and place of importation or exportation, as the case
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may be, without any abatement or deduction whatever, except (in
the case of goods imported) of the amount of the duties payable
on the importation thereof ; or

() Whera 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 in the case of Government of India rupees where the
face value is shown in the returns. The practice before April 1921 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 cass 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 imports refer o 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 precious stones im-
ported by letter post have for the first time been registered in
the trade returns, The trade accounts for March 1923, therefore
include dismonds 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 postimports of previous years must have been
short by a considerable number of lakhs of rupees. In the imports of mer-
chandise the value of railway materials imported direct by State Railwaya
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, TheSea-borne Trade Sta-
tics of non-British India, namely the French Settlements, the Portuguese
Settlements, Travancore, and Kathiawar have been included in the statement.
It has been exceedingly difficult to arrive at the year’s figures, because in all
cages 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 accuratein the circumstances. The trade statistics of the
French Settlements are the most important, because Pondicherry exports
ground nute which are of considerable importance. The Trans-Frontier trade
which is carried on over approximately 6,500 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 Frontier and an
estimate based on the latest figures for 1922-23 has been made. The visible
imports and exports of funds pass through the Public Debt Office and,
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therefore, their value is readily availablee When thess statistics of visible
imports and exports areset out, the following is the result :—
Visible exports and smports in lakhs of rupees, 1922-23,
, Merchandise. Treasure. Funds. Toial.
British Seaborne and land frontier

Exports ... vee? 329,29 3,25 2,62 335,16
Imports ... .. 24051 64,00 5,10 309,61
Exocess of exports (+) =« - 25,55

Excess of exports of merchan-
dise and treasure for non-
British territories (Estimated) () .. - " 8,20

———y

Total ... +28,75

The principal «invisible imports ” are (1) 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 services ;
(3) expenditure for commissions, mainly, financial and insurance services ; and
(4) expenditure for other services. There are on the other hand & few invisi-
ble exports which are also briefly dealt with below.

4. Invisible Imports —Net expenditure in snterest for overseas capital n-
vestzd.—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 & detailed examination of the extent to which Great Britain has made
foreign investments over a series of years. Estimates of incomes derived
from British capitalinvested abroad are based upon income-tax statisties
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 authorities. 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 investments 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 1909 and 1911 arrived at, after a laborious,
process, the extent of new capital investmenta in India and Ceylon to be as
follows :— i

10
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New sssues of Oapual inué:tmmla.
. Total Overseas Percentage of
- Year. I'&ml::d Investments Column 2 to

yion. during the year. Column 8.
£ v £

1908 13,469,787 145,878,300 9.2

1909 15,884,581 181,831,646 87

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 several
thousand companies—in fact of all the British companies working abroad abous
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 issue and not at the nominal value of
securities ; and (3) vendor’s shares were omitted in order . to arrive as nearly
as possible at the exact amount subscribed in the aggregate. As regards the
net sum eubscribed by British investors, he took credit for only those inter-
national loans, including American Railway issues, that had been sulscribed
for in Great Britain, .

With regard to other partionlars 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 abroad. No credit was taken for
money lent to defaulting States, as in these instances there was, of course, no
incometax paid inrespect of coupons. If no coupons were cashed there was
no capital against them, The capital sum invested in foreign loans was
arrived 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, £.3,600,000,000 in 1910. Excluding
private capital he arrived at a figure of £ 3,192,000,000. For India the total
capital investments up to and including 1910 but excluding private capital
(v.e. capital for which no documentary evidence was readily available) were
were a8 follows :—
. B (In £ millions)

Government - - . 179
Railways " 137
Tea and Coffee 20
Rubber . - P b
Tramways oo - 4
Mines - w - 4
Banks o . s 8
Others (inclading Jute &o.) - 10
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a total of £ 365 millions, This total may be co mpared with estimates which
I 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, Aswas pointed out by the latter at the discussion before the Royal
Btatistical Society the percentage of purely Ceylon capital is a very small
part of the total investments and is insignificant. In some ways it
is an advantage to have these Ceylon investments, although
small, in vhe 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 published by the Board of Trade in its 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 capital investments for 1910 be taken at £365 and
£3192 millions for India and all countries respectively this would give
11 per cent. If 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 figuze, all things considered, may be accepted.
The Board has pointed out in its Journal of 29th March 1923 that the
fact that the estimates both of capital values and of income obtained
“ are subject 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 also vary. The general basis of capitalisation has, of course,
changed rince the outbreak of war, and this must be bornein mind in
comparing pre-war and post-war totals. The wide range over which the
investments are spread probably tends to maintain the income at a reason-
ably ateady rate, since reductions may be offset by expansions to a conside-
rable extent, Jt is significant that most of the rise in estimated income
over the period examined can be accounted for by the produce of new issues
placed in this country. While itis true that there are foreign participations
in many of these, it is also true that there are British participations in
issues made abroad. Loans between Governments during the warhave nos
been taken into acount in the foregoing caloulations, 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 loan to the
United Kingdom and in the near future an annual payment exceeding
£80,000,000 & year on this account will be due”. The Economsst estimates
for 1922 this amount to be only £ 100 millions and in its issue of April 7,
1923, pointed out that the Board of Trade had taken too optimistic a view
and did not take sufficient account of foreign capital sold during the war,
apart from the official demobilisation scheme, of the investments lost in
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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 thelight of the date avail-
able that the official figure is, if unduly optimistic, more accurate than the
pesgimistic figure of £ 100 millions estimated by the Economist. Ten per
cent. of £ 175 millions is £ 17°6 millions or Rs. 26:25 crores. During 1922
the Secretary of State paid interest on Govern ment and other securities
from loans and not from Councils. In this connexion approximately
50 per cent. of the total capital investments is Government securities and
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
Kuropeans, These latter figures are, however, small as compared with the
total Indian investments. Ordinarily the Secretary of State would have
paid interest charges out of the proceeds of Councils, and as this method
was not actually adopted in the year 1922-23 to the full extent of the Sec-
rotary of State’s requirementsno deduction has been made in this Balance
of Trade statement in- respect of interest charges relating to Government
securities. If thegse charges are eliminated the total invisble imports in
respect of interest on overseas oapital will stand at Rs. 1313 crores in place
of the gross figure of Rs. 2625 crores, ' ’

B. Payments on account of shipping. With the possible 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
details of calculations made are in many respects defective. Nevertheless
it is believed that the broad results are substantially accurate, and various
authorities who have been consulted arein general agreement with this

view, while resfe_,.jiingv their opinion on details,

' . 1t 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 cover expenses on the basis of time charter rates, adding in addition
charterers’ disbursements for bunker coal and port dues. In other words
the mercantile shipping of the countries engaged in the Indian trade might
have been regarded as being time chartered for general trade, and an
aggregate of the charter money, plus charterers’ disbursements for bunkers
and port dues, would have been taken as the gross payments for shipping.
.This ioformation, it was found, was not available. It was, therefore, neces-
gary to devise some other method by which themormation could be obtained.
A special investigation was made by the ‘Board of Trade of the logs of
British ships trading in 1913 for the purpose of ascertaining the distribution
of shipping on different routes. These rates were grouped in ' thirteen main

- groups of which India was one, and the distribution of British rqute.aa on

_each group together with the general level of freights was ascertained.
The Board of Trade selected a representative freight rate for each route and

the average snnual earnings were obtained. India’s share of the total earn-



77

ings of the United Kingdom shipping was 9 per cent. Taking that propor-
tion for the year 1922, and if the Board of Trade estimate of £110 millions
be accepted a3 near the mark of eirnings of the British Mercantile marine in
1922, this would give a figure of R+. 15 crores as the gross earnings . of British
shipping during the year. The Board of Trade figure in 1922—£110
millions—should be compared with that of £ 91 mililoas in the pre-war year.
The Economist for the year 1922 has taken the same figure as in the pre-war
year £ 94 millions. During the year 1922:23 Indian trade although showing
a recovery was still in volame much below normal. The volume of exports
and imports—based on twelve chief exports, covering (in value) 91 per cent.
of the total export trade and twelve chief imports covering (in value) 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, t.¢, in the year under review the
volume was approximately 34 of the pre-war year. Freight rates, however,
in the same period increascd by over one-third. In these circumstaaces and
in order not to err on the side of over-statement the 1913 gro.s earnings
(£ 94 millions) may be taken and 9 p. c. of this would be £ 5.46
millions or Rs. 12,69 crores. In 1922-23 British tonnage (clearances
and entries) were 78 per cent. of the total, Japan which carries a very large
portion of exports eapecially 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 sllowance being made 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, 16.2 crores. Itis doubtful whether
sufficient 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 payment for finance, insurance and minor transport charges,
then this amount (Rs. 1'05 crores) should be deducted from the gross
payments for shipping in the coasting trade. This gives Rs. 595 crores.
Independent enquiries show that in 1922-23 the gross earnings of this trade
were about one-third of that of the foreign trade or Rs. 54 crores. This
generally agrees with the amount of Rs. 593 ecrores computed in this
_memorandum. As regards the coastmg trade, however, it must be noted
_that not all the gross receipts of the trade should be taken in computing
the invisible imports. The greater portion of this is expended in India and
. what is transferred to England is only the profita of the trade. In this
, respect then the coasting trade is similar to a firm or an exchange bank
doing business in India. This treatment of the coasting trade also gives
‘rise to an mt.erestmg corollary. The expenditure in India of. shlppmo
compames like the P. & O, eay, on buying provisions or for paying its
(zoaneae stewa rds, must really be deducted from the company’s groas receipts
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when we are caloulating the i nvieible imports under shipping charges, The
total expenditure for shipping services may accordingly be taken at Ra. 29°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 bas been allowed for under imports for the under-valuation of
imports including articles consigned to India for sale and articles of which it
ig difficult to obtain any real wholesale market value. The question of the
under-valuation of imports, it is 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 mcluded in the.final
figures.

6. Finance snsurance and other commission charges. —Another item for
which India has to pay foreign countries annually is charges in connexion
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 inthe cost of
conveyance, of which the aggregate excess of importsin 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 ; perhaps 20 million pounds would be nearer the mark. The
latter sum is only 214 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 &. per cent and bankers’ commission, bill stamps,
and minor charges Bs. per cent. leaving only 134 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. OCareful enquiries made show that for India the percentages
are for insurance charges 14 per cent. to 1 per cent. bankers’ commission and
" bill stamps ¥ per cent. and other minor charges 3{ per cent. The total
charges in this connexion will, therefore, be from 114 to 2 per cont. of the
total value of exports and imports. The total value of sea-borne trade—
exports and imports—of India during 1922-23 was appioximately Rs, 611
crores. 1} per cent. of thia would be Ra, 9.3 crores and two per cent. would
be Ra. 122 crores. In order not to over-estimate these charges, Rs. 9 crores
seems, after consaltation with exchange bankers and others, to be a suitable-
figure for the year 1922-23.

7. Miscellaneous Items-—Inmsible Imports. In addition to the three
main items of invisible imports already considered, there are miscellaneous
items sach as the payment for management of capital invested in India to
London Offices for their expenses. These expenses include the carrying on
of business and suditing snd legal expenses. It would cover payments ta
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London agents for managing loans. It also includes profits made by British
merchants during the year. In connexion with mercantile profits care must
be taken not t1 count this twice over. Som2 of the profits earned by Indian
branches of British mercantile houses are included in the net expenditure
from investments abroad and, therefore, must be allowed for only once in
the statement. In this ‘* Miscellaneous” amount would be included the
remittances of officers and civil servants to pay for families in England.
Another item is ia regard to tourists’ expenditure and it has been assumed
after some investigation that tourists’ expenditure in India would be offset
by Indian tourists’ expenditure in Europe (an invisible export) and no
allowance has been made for tourists’ expenditure on either side of the
account., The fizure under this head, it will be seen, is a net figure and an
allowance has been made in this connexion for invisible exports, mainly_the
expénditure for missionary enterprise such as salaries, up-kesp of properties
etc, which is to be regarded as an invisible export. After careful enquiries 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 orores.

8. Conclusions. It will be seen that on balance, India during the year
1922-23 had a final debit balance of approximately Rs. 4 crores. It has not
been considered feasible to take into consideration the balance of trade for
previous years. During the war years India was unable to obtain paymeat
- for her exports in the form of bullion to the extent normally required on
account of imperial interests connected with the war, and large favourable
balances resulted. Nor has it been possible, in view of the exceptional yeirs
following the armistice, to take into consideration the balance of years
previous to the year under review. The balance of trade is particularly
difficult in the case of India because of the danger of allowin'g items to be
counted twice over, especially those connected with the Secretary of State’s
transactions. As far as practicable net figures have been taken, and in
future years it may be possible to improve the estimates of the items
involved-in this balance of international payments. Certain items have been
purposely omitted to compensate for over-estimates in other items. The
estimates are, of oourse, 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 not unlikely, indeed it
is probable, that with a revival of trade the import of capital for the further
development of the conntry 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
IMPORTS, .

A—BriTisE INDI& (SEABORNE)
Exports of Indmn méerohandise . .. .. 29885
Exports of forelgq merchandise .. 1516
Exports of gold e 13
Exports of silver . . 2,63
Exports of carrency notes of the Gov-

ernment of India e 11

Exports of money orders and postal orders .. il
Sterling transfers on London sold in 'India

(* Reserve Councils ) . il
Transfers of Government securities through the

Public Debt Office 2,62
Funds borrowed in England for mterest charges

(Invisible exporte) v 13,12

. B—Non~-BriTisH INDIA (SEABORNE)

(French and Portuguese Possessions, Travancore

10.

11.
12,

13
14,
15.

RU

and Kathiawar)

Exports of merchandise and treasure .. 10,86

C—LaNp FroNTIER TRADE
Exports of merchandise e 18,28
Ezports of treasure e 48

IMPORTS.
A—BrrmisE INDIA (SEABORNE).
Imports of forelgn merchandise ..
Imports of gold . .
Imports of silver ..
Imports of currency notes of the Government of
India v .

Debit

224,19
41,22
20,66

1,01

T Ra. 1 lakh = Rs. 1,00,000 = £6667 (RB. 15 —'£13. ..



17
18,

19,

- 90,

21,

22.
23.
24,

26.

27,
28.
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Detailed Table—Continued.
Figures in lakhe of

Rupees | .
" Credib Debit
IMPORTS.
A—BeriTisE Inp1a (SEABORNE)=—Contd.
Imports of money orders and postal orders ... 1,00
Council drafte—bills and telegraphic transfers
on the Government of India and paid in
India . . 3,78
Transfers of Government securities through the
Public Debt Office . - -
Interest drafts on India in respect of Govern-
ment of India securities 28
B—No~N-Britisa INpIA (SEABORNE).
(French and Portuguese Possessions,
Travancore and Kathiawar)
Imports of merchandise and treasure - 7,16
C—Laxp FroNTIER TRADE. '
Imports of merchandise ' 16,32
Imports of treasure 1,21

Allowance for under-valuation of lmporta of

merchandise and treasure excluding cur-

rency notes (5 per cent of Rs. 310,86 lakhs) .. 4553
InvisiBLE ImPORTS,

Expenditure in interest for overseas capital .
invested in India . 26,26

Expenditure for financial and insurance

services } ‘ . e ‘9,00
Expenditure for shipping acrvices }... .- 22,16
Net.expenditure for other services ... 4,00
VisiBLE BaLANCE oF TrapE (Net)... e 18,22
InvisiBLe ITEMS (Final figure from both sides) 17,18

FinaL BAuNcé. oF ;TraDE (visible . and
invisible items) 8,91

5 -

Rs.1 lakb=Rs. 1,00,000=£ 6,667 (Rs, 15 =£1).
See end of para §.
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A COMPARATIVE STUDY OF THE GOLD EXCHANGE
STANDARD DURING AND AFTER THE WAR.

By Pror. B. R. CHATTERIJEE, KHALSA COLLEGE, AMRITSAR,

In this short paper I shall outline - the history of the Gold Exchange
Standard in India 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 during and after the War and should be replaced
as soon as possible by a full-fledged Gold Standard. A disussion of the ques-
tions, whether the Gold Exchange Standard has collapsed hopelessly and
whether the Gold S andard has fared better, would not, I hope therefore, be
considered irrelevant

Our currency troubles began when our exports showed too great an ex-
cess over our imports. The currency and exchange mechanism <ould nut
cope with the extremely one-sided trade that occurred in the recent years,
During the War and just. after the Armistice 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 therise abroad or Indian Exchange
had 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 Sweden had to face the same dilemma.
India experienced one of the alternatives of a changed ratio betwe:n the
pricelevel at home and outside. It was a rise in exchange above the legal
par. Sweden experienced.the other alternative--too rapida rise of prices,
She ran such a risk of being choked with gold that the free coinage of gold
had to be suspended. Thus her Gold Standard collapsed. And we must re-
member thatshe was not .a belligerent country., The strain of the War was ™
severer on India than on Sweden, -

. Returning to the history of the Indian exchange —we find more dramatic
changes after the War than during .the War, After the Armistice, the de-
mand for India’s raw materials was stronger than_ ever as there was a boom
of manufacturing activity in England and America ilver, which was con-
trolled during the War, was decontrolled early in 1919. The price of silver
soared higher and higher and after it went tho rapee. I believe greater at-
tention has been paid, in explaining India’s eurrency difficulties, to the high
price of silver than to the mo-e Juidimeatil causs of the abrapt changes
in the ratio between the price-levels at home and abroad which brought
about extremely abno-mal conditions of foreiga trade. This will be clearer
a3 we see the later events.
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By an irony of fate the Babington Smith Currency Committee submitted
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 warzing, that in case
of an abrupt fall in the world price-level this jdecision was to be reconsi-
dered, was strangely ignored. Aad this contingeacy did come about. The
boom which was raising prices and cost of producsioa in a vicious circle came
to a sudden halt on account of the inavility of the consumers to pay-higher
and higher prices, War-devastated Europe could not stand the strain- and
an acute trade depression set in. Prices in India however did not come
down as quickly as the falling prices brought about by the slump abroad.
The balance of trade which wasso strong in Indis's favour now swang vio-
leatly round the other way. Under such circumstances a high exchange
policy was manifestly impossible. It was persisted in however and a heavy
loss*was incurred by the sale of Reverse Councils at rates much higher than
the market conditions justified. Justas the 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 pars passu with the fall in the

world price-level. In the latter part of 1920 exchange was left severely alone
by the Governmen$ 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
from gold on account of the collapse of the Reverse Councils machiaery,
had been linkel agiin with silver from which it hyd bean divoread in
1893. But if the rupee fell in exchange, the gold pricé of its ailver
contents sooa fell still lower. The fall in the -price of silver was
as dramatic as its rise - and was omainly due to the demand
of the East for the precious metals being satisied by heavy imports
of goll which was now available from the U. 8. A, In 1922
the decline of the Inlian cxport trade and of the exchange value of the
rupee reached the lowest depths. The acute industrial depression had be-
cone world-wile and harv>sts in India hal disastrously failel. Exchange

elumped to 1s. 3d. sterling in May 1921, Had the import trade also not been
severely depressed the fall in exchange would have been much heavier. To-
wards the latter part of 1922 with the removal of the embargo oa the export
of food grains, the rupae seemed to rally at last at the par of 1s. 4d. During
1923, with a slow return towards normalcy, exchange also has shown more
firmoess. The sale of Council Bills which was suspanded since January 192)
was resumed exactly three years afterwards, But as only & limited quan-
tity is sold, these sales cannot stop the appreciation of the rupee. Govern-
ment has not yet made up its mind to maiatain exchange at a fixed point.
The object of these limited sales of Council Bills is only to remit part of the

Home ’harges. At pr segt exchaige isshowing great steadiness at 1s. 5d.
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Bat before we aum up our conclusions as regarde India let us have a glance
at conditions outside. _

~ Let us first see how those countries have fared which have adopted the
Gold Exchange 3tandard not, as it were, unconsciously but deliberately and
under the law of the land. During our last summer vacation I visited
Siam, the Straits Settlements, eto, partly 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 these currency studies will soon be
published. Here I shall only give very brief sketches 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 Gold Exchange Standard, introduced
in 1908, is extremely interesting. The pre-war exchange value of the silver
tical was 13 ticals to the pound sterling d.e. 1 tical =1s.61d. a rate which
remained stable for more than 12 years—1906 to 1919. It was in 1919 that
currency troubles began in Siam. Her export trade, especially in rice, was
extremely brisk. Ticals were required at Bangkok, the capital of Siam, in
larger and larger quantities to fiuance the rice exports, a considerable portion

" of which went to Europe. But silver had been decontrolled in that year
and its price was soaring higher and higher. The silver ticals began to
disappear rapidly from circulation because they were mow worth more as
bullion than as currency. 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. Buf these measures did not suffice.

The strong demand foc 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 2d. 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 urgeatly especially as silver ticals
were no longer minted. ~The invested portion of the .Paper Currency-
Reserve was gradually increased at the expense qf the specie portion. One
tical notes were igsued. , At last the paper money was declared temporarily
inconvertible. The inconvertibility did not' prove such a; rude ahock to:
public confidence as was feared at fizst. -

The outward rush of rice and the consequent heavy demand for Slamese
currency, which now took the form of a demand for notes, continued well
on into the spring of 1920. A disastrous failure of the rice crop however
completely reversed the pasition in the summer of 1920, The demand for
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Siamese currency died away. As the balance of trade now swung violently'
round against Siam, there was a strong demand for eterling to meet the
requirements of importezs. S .

The tical portion of the Gold Standard Fund, which exists to maintain
the parity of the ¢soal, had to bear a very severe strain as long as there was
the unprecedented éxcess of exports over imports. Exchange Banks during
this period were paying foreign currency abroad and were demanding ticals
in Siam. The Government bad to lend the Gold Standard Fund ticals out
- of the Treasury. Since the latter half of 1920 the sterling portion

of the Fund 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 ceat of the value of the notes outstanding. 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 return.
to normal conditions to introduce some important changes in the whole
currency system, the period of inconvertibility has been extended to January
1926,

Another outstanding event of 1923 was the lowering:of the exchange.
value of the tical by order of the Government 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 exporters, especi-
ally on account of the depressed condition of Europe, The preseat rate
however is yet higher than the pre-war. par. Prices are also coming dowa
from 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 : * Qur currency policy has been a fairly successful
one. We have passed through critical times and have fated better than most
other countries.” .

I may also add here that it is to the kindness of H. H. the Prince Bidya
snd 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 a8 Gold Exchange Standard was
established an. the exchange value of the Straits dollar was fixed at 2s. 64,
The dollar is also the standard coin of the Federated Malay States through
which I had to pass in my train journey from Singapore to Bangkok The

Straits Settlements, with its great rubber industry, soon felt the effects of the

12
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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 Singap ore with Mr. Talma, the Deputy
Treasurer of the Straits Settlements.

In response to the demands of trade and inlustry the quantity of money
in circulation was nearly doubled in the period 1914 to 1918. Then 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 circulation in 1918. The expansion consisted whelly
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 the favourable balance of
trade of the Straits Settlements was becoming too tavourable. The demand
for currency came mostly from Americaz 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 expaunsion of currency but in 1920 rubber Slumped
down and by 1921 the net circulation of currency had dropped dewn 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 supporters of a steady exchange and

" have successfully 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 to £4 sterling. But the authorities followed sterling and drop-
ped flirting with gold. The currency ordinance "which came into force
on 18t October 1923 has now legalised this sterling basis, .
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Now let us turn to the Dutch East Indies ss Java is fo 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 Dutch Consul-General at
Singapore, I managed to get up-todate 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 Iam glad to say that the vitality of ita
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 juat
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 had from
the banks, No currency changes are pending as the system has stood the
test of the War fairly well,

As regards the Phillipine Islands, I intended to go there to study on the
spot how Kemmerer's great 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
8 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 rescrves were invested in long-time capital loans
which could not be recovered when cash was required to meet exchange
difficulties. Alsoan amalgamation of the Paper Currency Reserve and of
the Gold Standard Res:rve weakened the whole system. The new Currency
Act of 1922 attempts to re-establish currency legislation as it stood 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 peso during or just after the War. It was the depreciation of
the pesoin 1920 and 1921 which caused the break-down. The Philippine
paper currency however has remained convertible throughout,

Now let us have a hurried survey of other currency systems which are
not professedly 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 gold-producing countries (and we
must 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 the Exchange Standard plan, To quote the Editor
of the Economist :—*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
is not 8o much as mentioned in Australia, while in South Africa it found
small support and was deliberately rejected in 1920,

-
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Egypt too has ceased to have a gold currency in circulation. In 1813
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 bas 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 hagto
be economised and this can be done by the Gold Exchange Standard. Such is
the opinion of the Financial Commission of the Genoa Conference of 1922.

Again a gold standard is no safeguard against an unstable price-level.
The Gold Exchange Standard lendsitself much better to a scheme like Professor
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 afixed point ¥ We seem to have had enough of a fluctuating rate of
exchange with its blighting effects on foreign trade, Public opinion of late
apparently favoured stabilisation at the old par of 1s. 4d. Currency experts
. like Professor Jevons and Sir James Wilson also endorsed the same view.
But the rupee is already 1s, 5d. and shows remarkable steadiness at that point,
Reverting to s 4d. 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 trade slump of unexampled inten-
sity? 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
snother year weshall be in a better position to disouss the new par of
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exchange, Probably it would be higher than 1s. 4d. The 2s. rate is of couree
impossibly high. - :

We have seen that the Gold Exchange Standard has not been such a
failure a8 some are apt to think. It bids fair to oust the gold standard in
many important countries, I believe that a gold standard in India would be
really only a limping standard which would bedecidedly a retrograde step. It
would destroy the prestige of the rupee without strengthening our exchange.
The prestige of the rupee extends beyond the borders of India in many parts
of Central Asia. When we visitel 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 bills
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 Reservesshould be kept partly in India not only to disarm criticism
but to supplement the rupees in the Treasury Balances whea Council Bills
bave to be cashed on a large acale. Lastly the rate of exchange once fixed
should not be considered g0 sacrosanct as not to admit of sny change. But
no considerable change should be made abruptly. Slowly and tentatively
the rate should be accommodated to change in the world outside. The
history of the Siamese currency and exchange is a good illustration of
this point,



THE GOVERNMENT OF INDIA AND fTS
' CURRENCY POLICY

By Prors, P. A. Wapia & G. N. Josmr, Wirson 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. Itis mow increasingly recognised by
economic thought of all shades that rightly or wrongly our modern economio
life has been so intimately interwoven with currency and monetary institutions
that every phase of the economic life and the very welfare of 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 banking and credit.
But whilst the West has thus awakened to the need for a sound currency as
vital to economic welfare, Indian public opinion seems to be more or less
indifferent 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 oarried 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 implya deliberate
sacrifice of Indian interests of - whlch 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 agsumption that the primary want of this country in the matter
of currency is the fixity of exchange between the silver rupee made sole legal
tender by the East India Company in the early part of the nineteenth
century, and the gold pound in which she had and haa to settle her foreign
commercial transactions. The Chamberlain Commission emphatically asserted

~ that the cardinal feature of the currency 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
a8 the be-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 run 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.” ‘The only principle that sheuld guide and determine the
organisation of a sound monetary system is thus stated to be the posacesion
of adequate quantities of gold to me:t an unfavourable balance of trade.

It is this view that receives a fresh official® sanction in the speech of
Siz Basil Blackett before the Conference of Associated Chambers; *If
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follows that before any attempt is madeto stabiliso 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 Government of India in case of
need for maintaining the external value of the rupee at sixteen pence are
adequate ornot.” The London Times echoes the same opinion in eriti-
cising the demand of the Indian Mgrchants’ Chamber of a fixity of exchange,
A rate of exchange between the countries must in the long run react to, and
depend upon, variationsin their respective price levels. A demand that the
rupee ehall by official agency be stabilised in sterling or gold nceessarily
implies that Indian prices shall somehow be made to rise or fall pari passu-
with sterling or gold " prices as the case may be. Nothing can be gained
by pretending tliat tae problem is any smaller than that. It ia conceivable
that the forces which have been operating . to cause the sterling value of-
the rupee to rise may, after sundry ups and downs, carry it as far as 1s. 4d,
gold or even higher. It is possible that India in due course may achieve
stability at that or other level earlier than less fortunate countries. Bat
t> 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. 1'he sole object of a sound ourrenoy
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 prices 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 of the Indian Currency measures since 1893‘
has been founded upon the assumption that the soundness of the monetary
system in the country is to be judged by the relative stability of a par of
exchange between the rupee and the sovereign, a par fixed by legislation at
1s—4d when the market rate was 1s Id. and abandoned by legislation in
favour of 2s. by considerations not entircly determined by the genuine desire
to bring the legal ratio into a parity with the market ratio. But any one
who is familiar with the elementary principles of currency knows that a
8Jund system of currency—fulfils certain indispensible objects and satisfies a
few. basic needs of economi 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, All these objecta
can be summarised in the statement that a sound system of currency seclures
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 polioy in the West during the last few centuries has been the history
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of & series of attempts to-secure relative stability of purchasing power by the
alternate use of gold and silver as standard units and by isolated experi-
ments at bimetalism, (Great Britain adopted a gold standard as early as 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 cost of the war could only be met by the issus 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 bappier 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,—and
the abandonment of silver for standard coins. It seema almost surprising to
findin a recent handbook on Money (D- H. Robertsonin the Cambridge
Economic Handbooks) an argument against the use of gold as standard
money based on the consideration that its use hasnot secured absolute
stability of purchasing power. Nobody ever seriously suggests that such
abeolute stability is practicable, however desirable ; and one can only under-
stand the drift of the argument when he realises the practical bankruptey
of the Western countries and the frantic demand for gold which has practi-
cally disappeared. But this apart, economic thought and economic practice
ag illustrated by the monetary systems of all civilised countries before the
outbreak of war alike recognised the principle that the only satisfactory
system of ourrency is one that rests on a gold basis—in other words an
effective gold . standard. Such a system involves in the first place that all
values are to be measured in terms of & standard unit of gold defined by
law, and that all other media of exchange which are simultaneously em-
ployed in the shape of token coins, paper mouey, cheques, bills of exchange
and the rest, are ultimately convertible into the standard coin; convertibi-
lity of all substitutes into the standard coins, requires free and open mints
and a reserve of gold readily available for converting paperinto the stand-
ard currency for internal purposes and for shipment abroad in case of ex-
ternal liabilites, 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 money has long been familiar,” and they have been known
to circulate at their face value under wise limitations as to issue. An orga-
nissed system of banking economises the use of gold for the purposes of

of internal currency even tos greater extent than token coins and paper
monev.
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Thus after centucies 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 relative 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 world accepts and wkich is free from the dangers of political chicanery.
Such a measure is provided by gold. In the first place the intrinsic merits
of this wonderful metal are appreciated by practically the whole world 3
in the second place the amount of it available for use cannot ke rapidly
varied as to alter to any serious extent the world’s estimate of its value.
The jmportant consideration is that the value of gold can only {change
very slowly because of the great volume available for use and because of
the multitude of varyinguses to which gold can be put., Consequently
prices measured in gold can only vary slightiy over a considerable period
of years. This means that for most purposes of :business fgold. prices are
effect.vely stable”, So also J.M. Keynes writing in the Manchester Guar-
dian Reconstraction number in April 1922 observes. ‘ The foreign. ex-
changes compare in the value the money of one country with that of others.
Thus their fluctuations nec:ssarily affect merchants who buy in one place
and sell elsewhere. To ensure invariability is the problem of stabilisation.
Iitherto only one good solution has been fouid, a world: wide gold standard.
1 see no other solution of stabilisation practicable now, except this tradi-
tional solutizu-namely a gold standard in as many countries as possible ”.
Lven under the abnormal conditions created by the war with an absolute
scarcity of gold for the p irposes of internal currency, when economists urge
the desirability of gold exchange standard wich incounvertible paper for internal
purposes, Buch a proposal is regareded 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 tem, useful inasmuch as it diminishes the volume of gold in
current use, is even less able than the unmodified standard to guarantee the
constancy. of the monetary unit”. (S. A, V. Btuart—Economic Jouarnal,
1423, p. 149), So alto 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 and the resumption of gold payments as the real rescue from the
- hopeless muddle of the present monetary system. We must reckon with
this desire as a matter of fact” (The World’s Monetary Problem, p- 78,
Gustav Cassel). To quote the Cunliffe Committee, *“ we have found nothing
in the experiences of the war to falsify the lessons of previous experience
that the adoption of a currency not convertible at will into gold or other
exportable coia is likely in practice to lead to over-issue and so to destroy
the measure exchangeable value and cause a general rise in all prices and an
adverse movement in the foreign exchanges.”

13
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In the light of these general principles let us now survey the currency
policy of the Government of India. The linking together of the constituent
units of tha world by ties of international trade has forced upon every
country a recagaitioa of tha facs that sbability of the price-level depends not
‘metely upon the _purchas'mg powzr of the monetary unit within the country ‘
-but also upon the rates of exchange between the monetary unit of one country °
and the units of other countcies with which it has commercial relations.
India hai a gold standard and a gold currency in the pist, which w.s 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 second half of the century led the
Government of India in 1893 to close the mints to the free coinage of silver,
with the distinet 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 Fiower Coxn nittee the syvaceisn was myle lazsl tenlsc in [nlis, wish '
the d:preciatel silver coins in circulations as unlimited legil tenler; the |
- Government of India undertook to pay rupees in ex:hange for gold, but not
gold in exchaage for rupses. The gold which thecountry got was exchanged
for silver, ani the Governmsnt taking advantage of the situation begaa the
recoinage of the depreciated silver practically inconvertible fiat money, the
profits being accumulated in gold in London as the gold standard reserve.
The only logical outcome of the recommendations 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 moaetary sysstew
is to secure stability ia the purchasing power of the monetary unit; silver
was abandoned in 1893 with & view to the ultimate introduction of a gold
standard, The gold stanlard requires a miat for the free coinage of gold.
Tusteal of this the Government of India sought and succceeded in intro-
ducing anartificial monetary nnit whose face value was greater than its
intrinsis value, thus reducing at a single stroke the savings of the masses
by 40 p. c. and &  measurs which was intended to seoure stability in
pricelevel inrsality brought about a violent disturbance in the price-level
till it gradually a ljusted its:lf to new conditions aft:r a number of years.
The Gold Exhange Staadard thus introduced a.ter 1399 was specially inten-
ded to securestability in the rate of exchange. To defend the Government
of India policy cn any other grounl is to adwit that the interests of India
were intenled to be sacrificed to the interests of British merchants and
capitalists. But if one fact stands out more saliently than any other in the
bistory of the currency experiments in India it is this that the rate of ex-
change cannot be stabilised by Goverament regulations and manipulations.
The only reasonable method of securing relative siability in foreign
exchanges is the introdaction of a sound monetary unit delined by law,
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with an 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 obligations. In no other country in the civilised world to-day de
we find a deliberate attempt by Government to interfere by legislation and
executive measures with the free movement of the precious metals,

Stability in the rate of exchange could have been more easily secured
by the introduction of a gold currency ieaving banks and financing institu~
tions 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 bujlding 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 depreciated 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 might have
meant some disturbances in the purchasing power of the monetary unit and
some restriction in the expansion of her foreign;trade; but it
would have secured an honest curtency and as ;her exporl:s 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
themselves to be settled by banking and financa, The Gold Exchange Stan-
dard has creared an inconvertible token coin forced into currency byJ3the law,
with the temptation to over-issue—and this temptation has been too great to
be resisted ; the resulting profits instead of being kept in goldin India have
been kept in London to fiaance British commerce and immense sums have
been disastrously fritt:red away by being locked up in securities that depri-
ciatel. The war violently shook all calculation of financiers ; the solemnly
fixed ratio of 1s;4d, intended to;be, a guarantee of Government intentions to
give astable measure of international values, was altered to 2 shillings ; if
this measurs couldlexercise any influence, on the price-level it; could have
meant only a violent disturbance of that level—the very thing}that Govern-
ment professed to avoid by its currency policy. And now on the top of this

-all we have the recent transfer of the gold in the _Paper Curtency Reserve

from India 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 nouse for it and because the
foreign rulers have a use for it. .

It is this policy in its entirety that Sir Basil 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 is 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 areall working is of course a gold standard. England is
doing the same. A gold standard does not by any means necnssarily means
& gold currency.” This is an exceedingly misleading 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 thet a country can have a gold
standaxd and yet find its internal currency inconvertible, than no ecenomist
will ever accept such a system as a gold standard, you might as well callit a
copper or a paper standard. Theone test of a gold standard is the conver-
tibility of all substitutes into gold ; and Sir Basil Blackett himself acknowe
ledges this by calling his system a Gold Exchange Standard. Sir Basil
supports his defence of this system by three authorites. The first is that of
Plato who in his ideal city is content to have currency notes stamped -on
leather for internal purposes. The second authority is that of Keynes who
also fights against a phautom of his own creation when he suggests that we
mean by a gold standard oiie 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 handson
international currency when they need it, and waste as small a proportion
of their resources on holding and actual gold as is compatible with this.”

Itis evident we are not all of us ideal citizens living under an ideal
government ; our Rulers we know to have imbibed the traditiens 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 rupeeis a token coia
which we cannot convert into gold ; and -when-the Government coins rupees
it is forcing inconvertible paper into circulation. But even assuming Mr.
Keynes’ contention to be valid, we have two considerations to
urge. ¢ In the first place, - as we have already observed, the Gold
Exchange Standard 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 ; and they may well be forced to justify their inconvertible paper
money a3 a scientific system of currency with a view to using the little gold
they possess for settlement of international indebtedness. But why should
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a policy which is professedly a temporary measure for starving countries be
preached as an ideal for India which on account of its favourable and advan-
tageous position can always compel foreigners to pay her in gold ¢ From year
to year India possesses a favourable, balance the industrialised West needs
her food stuff and her raw materiale; India can insist on being paid in
gold under power of self-determaination. She can, if she is not prevented by
her rulets, have not only gold enough to be solvent in 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 a3 a pis aller is lauded as a scientific system
worth imitating for India ! 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 ? The only way in which this could be effected is to leave the movement
of the precious 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
favourable 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 commodities ;
fluctuations in foreign exchanges have hampered trade, and a return to the
gold standard of old seemsout of question for some time to come. If by
oconcerted action on the part of all the nations including the enemies and the
dependengies of the Allies as well as of America who is holding aloof the world’s
stock of gold could be distributed according to the requirements 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 toan
arrangement by which her gold could be utilised for English interests and to
call this a system which the genius of English Finance Members 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 tragic in the entire history of British Rule in India
aa the light-hearted and reckless manner in which her currency system has
been dabbled with by her foreign rulers since 1893, The linking up of India

b ¥
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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 she 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 hera Gold Standard. The closing of the mintsin
1398 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. All these recommendationsremained on paper ; the .
proposal to coin sovereignsin 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 war transferred to London ; the gold to which India 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 wag entitled to the gold she had
every right to do with it what she liked. Nobody disputes the right of any
gelf-governing country to do what it likes with its own precious metals. But
the difference between America to-day and India is that the 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 whea people part 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, but for 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 mint. that our token money is to be inconvertible, and
yet unlimited legal tender that Government is ta 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 tokep money for the purposes of internal
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commerce i¢ not vital to the well-being of the country, and yet thisis just
what we are repeatedly told in India. 8ir, Basil Blackett throws the state-
ment into our face when he tells us that ° the reserve 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 kespt in London were kept in Paris or New York, and
if such a system was sanctified asan excellent measure intended to stabillse
the gold price of the silver shilling and to secure the solvency of Great Bri-
tain in the international market! And yet this would be only halt as
absurd as the present defence of the currency policy of our rulers intended
to guarantee the solvency of a country which normally 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 irreconcilable 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 bave 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 gainh except by
another country’s loss ? If England and India were equal parties in a large
tederation 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-
fliot of interests between India and her foreign rulers who profit by such
manipulations.

Throughout these thirty years the currency policy of the Government
of India bas been determined by the single idea that the sole object of a
sound currency is to secure thestability of the exchange value of the rupee
an sesumption fundamentally wrong and misleading. Prof. Nicholson rightly
raises the question : *“ Does it follow because the stabiliity of the gold price
of the rupee has been established for the purposes of foreign exchange that
therefore it may be taken for granted thas all other functions of good money
are fulfilled by the rupee as so ‘ managed’ ” § It might be truly said that in

the ardent desire to stabilise foreign exchange the Government of India
ignored completely the fundamental object of every sound system of currency
namely that of securing stability of the purchasing power of the mogetary
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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 currency, we have already seen how disastrously it has been believed
by ‘the erractic 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
bas failed to secure the main object for which it was brought into opera-
tion, we are further told that this very object stability of foreign ex-
cha_ngés * 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 point. 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 small fluctua-
tions of internal prices is a great deal to be set against the inconvenience
to merchants engaged in foreign trade from the fluctuationsin exchanges.”

_If Keynes isright, and stability in the interval 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 prepsred to swear by Keynes, it is surprising that he
should at the same time defend a Gold Exc¢hange Standard whose one merit
is to secure stability of foreign exchanges.

What is still more surprising is to find an economist 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 fluctuatioans 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 :
“ Qur aim is to reach a Gold Standard for the rupee, just as England’s aim
is to restorethe old purity of sterling with gold;” When Sir Basil Blackett
speaks of this as a step towards a “ gold currency ”, heis either unaware
of the meaning of the expression that he employs, or he deliberately misleads
the Indian public by an ambiguous phrase. Behind this defence, we are
afraid, the Government of India may have the object of stabilising the
rupee at a higher rate than ls. 44,

Mr. Keyne#® acrobatics in the Economic Journal where he criticises Prof,
Jevons are evidently intended 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. Recently the old plea that a higher
rate of exchange is favourable to India has been strutted forth in official
circles—it is a shadow cast before of coming events. The unwillingness of the
Government of India to alter the legal ratio which no one takes seriously also
pointa 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 talke in
the air—for the rupee is linked to gold ever since 1899 and has already rea-
ched 1s. 4d. which was the pi‘e-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 rate 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 favourable balance any rate
of exchange can be reached by a Government that can limit the circulation
of internal currency and expand it atits own sweet will. We only desire
to draw attention to the fact that what is feasible to-day may become im-
possible of realisation to-morrow ; and if the economiz welfare of India de-
munds a gold standard with an open mict 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 events 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 1399 in pushing up the
rate of exchange from l¢ 14 which was the natural or market rate of ex-
change to 1s 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 1s 6d or
1s 8d or even 2 shillings by managing the supply of currency. Not that we
suggest or advocate a return to the pre-war rate of 1s 4d ; what we protest
against is a system of artificial and managed currency such as the Govern-
ment of India has adopted since 1899. The intentions of the Governmeng
are evidenced in the first place in the measure recently adopted in connec-
tion with the transfer of gold from the Paper Currency Reservein 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 considers it superfluous. Thus the
transfer of gold from India serves indirectly to raise the exchange rate. In
the sccond place the old practice of selling Council Bills over and above the
requirements of the Secretary of State and investing the proceeds in British
securities—the Secreta: y of State has added in this manner within the period
of & fortnight seourities worth 6 crores of Rupees—has been resumed with
the return of favourable conditions. The sale of Council Bills means a



102

diminution of the resources of Government to thatextentin Jrdia wkich Jje
with the Imperial Bank and the consequent stringency in the money market—a
stringency evidenced by an abn'ormally bigh bank rate. Thus at & time when
with a favourable balance India ought to overflow with the precious metals,
thus helping a credit superstructure to finance trade and industry, we find
an actual contraction of credit with all its depressing effeats on trade and
commerce. We had an Industrial Commission for suggesting measures for
the development of Indian ind ustries 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 ounly 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 co untry 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. ¢. 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 1s 4d or 2 shillings the main issue isapt 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 Indiain the iuter-
national market, our rulers instead of meeting this in a statesman like
manner have experimented with our currency to the sacrifice of our interest
and this experiment is now to be continued in the same reckless manner as in
the past and is to be defended in the nameof ‘‘sound economics”. The
only way out of this muddle is the adoption of a gold standard and gold

currency.



THE GOLD EXCHANGE STANDARD OF INDIA;
(Pre-war period). .
By Mr. T.J. KUMARASWAML

The term gold exchange standard denotes a standard of currency based
upon gold, but composed of subatitutes for gold coins for internal circulation
both being unlimited legal tender and mutually exchangeable at a rate per-
msnently fixed as gold value of the substitute. Mutual exchangeability and
ready convertbility 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 be
rendered difficult not only by the usual loss in value that may result by
selling the coin as bullion but also by asudden fall in the price of the metal
itself which is likely to occur if a large quantity of it is euddenly thrown up-
on the market. Inconvertibility during crises means chaos and national
bankruptey. It is highly disastrous to the industrial prosperity of the
couatry.

In a period of rapid industrial progress though the evil effects of in-
cavertibility may be negatived to a good extent by the favourable balaace
of trade yet it is liable to brins about inflation as the issue of subsiitute: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.

Necessity 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 abuandant soon after duc to
the fresh discoveries of gold mines and increased production of that metal.

Countries having large stocks of silver in their currencies and not hav-
ing a very [avourable balanca of trade have adoptel the standard as a
transitional measure as & link between silver mono-metallism and gold
mono-metallism, or between bi-metallism and monometallism. A precious
metal different from the standard cannot serve as an unlimited legal tender
permanently as a substitute for reasons given above. Many of these ¢iun-
tries which adopted a gold exchange standard adopted a costly substitute
in the form of silver coins. Many of them exceps India provided for a mutual
exchangesbility between gold and the substitutes. Mexico when adopting
the Standard got the sanction of her legislature to a provision to adopt the
pure gold standard itself in case of & riss in che gold price of silver as it was
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thought that any other measure as an alteration of the ratios of exchange
between the gold coins -and the gubstitutes would result in an exchange
debacle and a financial crisis of the worst magnitude.

1t is & misnomer to call the Indian standard of the post 1893-98 period
a8 & 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,
ie 7.53844 pure grains of gold, according to the Indian coinage and paper
currency act of 1899. The Rupees were not convertible into gold. Thus it
will be seen 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 gilver 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 abous
the discount. That was 80 even in such a civilised country as U. 8.A.

The only point of reserablance between a gold exchange standard and
that which went by that name in our country is that substitutes were
provided for gold coins. Our system differs fundamentally from the one
contemplated by s gold exchange standard as ours doesnot 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 thestock of currency without providing an
outlet for it in the slack seasons. The ‘Goverament 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 season, 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 idiosincracy of some individual
or individuals holding office ‘under government and with the resulc
that instead of being automatic in response to vhe general demands
of the public the manufacture, or delay in manufacturing, or the



105

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 general level of.
prices may all be influenced by withholding money when it is badly wanted

or issuing it in excessive amounts when there is no real widespread demand

forit. 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 statemanaged currency hay resulted

in an inflation evén in the pre-war period as may be illustrated by the index
numbers of prices ruling for India and other coantriesin 1912 as compared

with the quinquennium 1890-94,

INDEX NUMBERS OF PRICES: BASE 1890-94.

1912.
India - 147
England 124
France - 120

Australia o 120
%U. S. A. 128
Tariﬁ ridden
Canada - 130

During this period the business in the country improved by 369 p. e.
(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 such ‘an amount as to
not only counteract a fall in prices of 78 p, ¢. which would have happened
with an increase in business by 369 p. c. but also to bring about an inflation
of prices by 47 p. ¢. 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 rapid increase in the business of the country, Qur 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 made 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 8 post 1899 rupee represented one-fifteenth
_ of the pure contents of gold in the sovereign, i.e. T°53344 grains of pure gold
has not been understood by many. They took it to the same old silver coin
of 180 grains eleven-twelfths fine, i.e.they confused it with the rupes of pre-
1393 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 same blunder when they said that they wera not in favour of depreciat-
ing the silver contents in the rupee, but that they were for raising the gold
value of it. Raising the gold value of a standard coin mecans that a coin
has no stability in value and as such cannot pretend to serve as a standard

13
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for deferred payments ‘and that the measurs of value is no longer the
same. Justasan army cannot be defined as Khaki coats and shorts our rupee
of the post 1393-98 period can under no circumstances be taken 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 eigpi-
fying so many grains of gold bas not been properly understood asmay be
seen by the Secretary of State’s raising the gold value of the rupee when:
silver prices went up. He wanted that rupees should be kept as tokens. He
did notconsider that the rupees were gold coins.

The alterations’in “the ratios of exchange during the War and in the
post-war years has been detrimental to the industrial progress of this country.
The raicing of the value of the rupee from 1s 4d. gold to 23 gold is the
same thing as levying an’export duty of fifty per cent on commodities and
giving a premium of 37349, to foreign goods. During the war years the
Indian exports did not show any appreciable decline because of the abnor-
mal rise in prices all round. 'The fall in the value ofthe rupee during the
recen} years is due to thefall 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 have been possible for any Government to alter the
ratios of exchange in countries where pure mono-metallism reigned without
also changing the standard of value. Here there has been a change from 13
4d, gold to 2s. gold, But this it not obvious to many as the gold coin is
printed on silver,

Could such a system be the ideal of Ricardo ?

Our salvation lies in the adoption of a pure gold standard without any
further Mendalian experiments in the standards of value. Iirst. we must
judiciously dispose of the silver (to-day silver sells 12}d. a tola 17-12-23)
Secondly we must go back to the old ratio of 1s. 4d. gold. Thirdly, 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 sovereigns Lastly,
we must not becarried 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 rales 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 present 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-
ney will stimulate the growth of industries and under such circumstances no
one need fear that gold will not be put to its proper use.



EXCISE POLICY IN SOUTH INDIA.
By Dr. JorN Matraar, Mapras.

. 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 nearly a third
of the total revenues of the presidency. In 1910-11 the total excise revenue
was 26:80 lakhs of rupees while in 1920-21it 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 opinian in consequence is demanding a changs
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 increasein revenue do not
show any perceptible increase in consumption. - With regard to the two chief
kinds of drink resorted to in the Madras Presidency, viz., arrack and toddy,
the figures 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 1°7.

. If these aggregates are averaged among the total population, the consumnption
per 100 of population in 1910 will be found to have been 40 proof gallous
while in 1920-2) it was 4°2. Compared therefore with the increase in revenue
there has hardly been any increase in cousumption, With regard'to toddy there,
are no figures available which offer direct indication of the amount consumed
B3 us 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
1920-21 it was 2.2, - Since the revenue derived from arrack and toddy consti-
tute practically the whole 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 consumption is thoroughly misleading.
On the other hand, what the figures do show is that the present excise
policy has prevented not 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 purchasing power of
considerable 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 policy of the Government with regard to excise is that of
maximum revenue and minimnm consumption. 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 minimum. In view of
the increasing demand for temperance measuresin other countries and the
strong and insistent demand which:isnow made by public opinion in this
country in the same direction it is worth while considering whether a change
ia not called for with regard tothe attitude of Government towards the liquor
trafiic. ’

The present system af liquor 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 tazation, 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 anpual 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 method is also the method which
obtains 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 retail sale are under the
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 inerestsis insisted upon as
an essential 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 which may be
mentioned the following :—(1) that the speculativeibids which are inevitable

"under the anction method drive licensees to push their sales to the utmoss
possible extent and at the same time to practxse 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 subordinate Government officials,
and (4) that the interest of the State in the liquor revenue islikely to be the |
greater because of the larger share which the State receives of the profits of the
liquar business under the auction system,

A3 against these, it has been often urgedi (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 system_of annual auctions
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prevents that gmwth of private vested mterests which has placed such
enormous difficulties in the path of temperance reform in the Umted 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
easily 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 questlon of
ductwns against fized fees, two considerations stand out. .The first i that
under a system of fixed fees there is no necessary influence, apart from direct
Government control, which operates to check consumptlon The second is that
under the auction method while a steadily mcteasmg price might act as g
deterrent, the increased interest of the dealer in pushing his sales is apt to
operate in the opposite dlrectlon
As possible compromlses which would avoid the recoonlsed evils
_of the two systems have been suggested what are known
as the surcharge . method and the rationing method. The surcharge
method which .obtains “chiefly ini i Bengal works on; the following
lines : Vendors of hqour are selected not by auction but by the district
authorities on the advice of Excise Department ; the scale of licence feey is
fixed every month on the pmnclple that fees are increased if the .8ales of the
previous month show an increase. The seller is allowed a fized normal profit
on the business. What is left over is divided between the Government and
the shop-keeper in such a way that the Government share increases wu;h
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 abd+he possible creation of; vested interests. Besides, it is
likely to be attended by a serious practical difficulty. Whether Government
will get an pnoreasing share of the profits will depend very largely on the
extent to 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 arranged between the
Government and the vendor may be:enforced. This enforcement under the

" conditions of the liquor business in this countryis bound to present consider-
able difficulties, .

The rationing method which has been tried vin Bombay may be des-
cribed as follows: The amount of spirit issued toiieach shop from the dis-
tilleries every month is limited to a fixed maximun quantity. 'the quantity
issued is based on the issue of the corresponding month in a selected previous
year. A deduction of a fixed percentage is made;in the current yecar on the
corresponding month of the previous’ year.. The system aims at a direct

16
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reduction by Government of the quantity consumed instead of leaving the
reduction of consumption to the operation of high prices asin the auction
method. The chief objection which has been urged agaist this method—
and the objection isone which deserves serious consideration—is that the
quantity issved 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 curreat 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 particulsr objection is the

adeption of the system of rationing known as the Brattsystem in Sweden
under which a limit is set to the quantity issued to each person and not merely.
to the quantity issued 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 aresold, (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
a8 a success in Sweden since under this system there is nothing to prevent
people who are notin the habit of drinking from obtaining cards for the
benefit of others who desire to drink more than the allotted maximum.
- From the foregoing discussion of the licensing ‘method as practiged in
Madras and modifications of it which have been tried in other provinces it
is 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) Monopoly. The eesence of the monopoly method is that the manu-
facture and sale of liquor are vested as a monopoly in the hands either of &
governmental authority or of an ad hoc public body or a philanthrophic
association. 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
liquor trade in specified areas is an example of the second kind of monopoly.
The third is represented by the well-known Gothenburg systems in Norway
and Sweden. It is doubtful whether any of these forms of monopoly are
likely to succeed in India. The closer identification of the State with the
liquor business and the possibility of the Governmeut 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 to the adoption of &
system of Government monopoly. Besides, a liquor business owned and
mansged by the State is certain to present enormous opportunities for cor-
ruption to the subordinate employees of Government and is ‘ot therefore
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to be thought of in a country where there has always been peculiat
temptation for such corruption, As for a monopoly held by a philanthrophie
asgoociation, the difficulty is the practical one of finding 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 co-operative societies of proved efficiency. The story of the
Bengal Ganja Co-operative Society would seem to show some possibility of
success in this direction.

(2). Prohibition. Prohibition is not out of the question at the present
stage. Thesocial 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 {or moderation in the usa of liquor. The enormous staff 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 thelarge 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 mo uncertain
terma 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 wsage have regarded the drink habit with strong
disfavour, especially among Brahmans and Muhammadans, the two classes
whose influence counts for most in the country. It is doubtful if a further
strengthening 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 Jocal
option are, first, that unlike the licensing method it aims at applyinga
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 isbound 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 s necessary for
the effective introduction of local option ; first a sufficient degree of intelli-
gence and understanding among the electorate and secoadly the inclusion in
the electorate not necessarily of every adult individual in the area but of
every important class and interest in it. These two conditions are far from
being present in the great majority of the urban and rural areas in the
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Madras Presidency. But a beginning may be made in some of the larger and
more important urban localities where tae 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 necessity of
assisting positively in the enforcement of its own decisions and with a
Government department which is not likely to be over-sympathetic with an
experiment the snccess 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 sny effective 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
drastio remedies such as probibition are obviously impracticable; and there-
fore if sucoess can be achieved, it is to local option shat we must look for it.



SOME ASPECTS OF INDIGENOUS BANKING IN
THE MADRAS PRESIDENCY.

By Mgr. T. K. DuRaAIsWAMI AIYAR,

The indigenous Banker fulfils an important role by way of bringing ere-
dit facilities within the reach of the people of the Presidency. Besides the
Imperial Bank and the Exchange Banks the only Indian joint stock banks
functioning on western lines are the Indian Bankand the Central Bank of
India. The Imperial Bank has at present 32 branches in the Madras
Presidency at important centres and the Indian Bank has only two branches
while the Central Bank recently took over thebranch 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

* thie relation between the European money market in India and the indi-
genous money market. Itmay besaid that western or modern methods of
banking are making headway in the Presidency though the rate of progress
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
former Governor of the Bank of Fngland who eaid that the first thing a
banker should know is the distinction between anote 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
commercial banking and other kinds of banking business, We need not there-
fore make any apology for 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 wholesale and the retail tradera have to be financed and
the movement of produce over the country requirca funds. Besidea the
Marwaris who have their establishments in the big towns of the Madras
Presidency and whose methods of conducting their business are the same as
those their castemen follow in other parts of India, thereisa class called the
Nattukottai Chetties who areindigenous to the Madras Presidency.

They belong to the Madura and Ramanad districts of the Madras
Presidency and they are a very enterprising class. The benefits of settled
sdministration in the Madras Presidency contributed much to their well-being
and with the opening up of Burma which corstitutes a maguificent field for

u



114

their exploitation their prosperity advanced rapidly. As a class they are
very pious and they have spent considerable sums in renovating and repairing
many a temple in Southern India. They have not yet taken to the joint
stock method of bankingand there is a prevalent feeling among them that
their methods are very profitable and most satisfactory.

Individual fortunes of the magnitude that is the feature 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 hisown
capital. What marks off primarily such a banker from a joint stock bank is
the high proportion of his own capital to the total resources which he employs
in his business. Secondin importance to his capital are the deposits that the
banker takes from the public. The public canopen 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 dependson the standing of
the Chetti firm and even in the bestof cases the proportion;is nothing like
that of a joint stock bank, It is the professional oclasses mainly lawyers,
retired officials, and some land-holders who happen to have spare money that
keep such deposits. Besides, there are many belonging to the Chetti .
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 deposit subject
to notice. The community whose traditional . 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
deposit 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 rescurces 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 Huundis
are rediscounted at the Imperial Bank and thus the Chetti puts bhimself in
possession of funds. In effect the Chetti is & 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 Nattukottai Chetties and they come
into possession of larger funds which reach them mainly from the Bombay
side. It is only as a last resort that it is said that the Chetti resorta 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.

It is however a very common event for the Chetti to borrow from the
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other Chetti ea doing banking busiress. The loare sye tsken <1ly fer tlort
periods and the rate of interest charged is the ‘rate current’ which will
be described below. A Chetti doing banking business will borrow only. at

the risk of his reputation from a brother Chetti ata rate higher than the

¢ raté current.’

Having described the way in which the Chetti comes by his working
capital, let us see how he employs his funds. The Chetti firmes doing banking
business are to be found in most of the towns of the Madras Presidency and
one of the causes of the success of 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 sort is 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 its 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 to people of doubtful repaying
capacity charging however a very high rate of interest, as much as 35 p. c.
in some cases.” A Chetti bauker 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 ard

the rates that they pay on current account are determined with reference to
what is called the ‘rate current.’ The ‘rate current’ ag it is called is fixed
for each Tamil month on the 16th of that month and is expressed in terms
of 8o many annas 10 anpas 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  156th to May 16 1 00 0 15 0 1 0 0
May s June - .1 90 o0 0 12 6 0 16 0
June » July " ~ 0 15 9 0 10 3 0o 18 3
July » August " - 0 12 6 0 8 6 0 11 3
August  ,, September ,, 0 13 6 0 83 0 10 3
September ,, October ”» 0 13 6 0 9 6 0 10 O
October ,, November ,, e 0 14 0 0 9 6 0 9 6
November ,, December ,, 0 13 6 0 10 ¢ 0 10 6
December ,, January . . 0 15 6 0 13 6 0 12 6
January , February ,, 1 0 O 0 156 6 0 15 6
February ,, March . -1 0 0 1 00 1 00
March » Apri ”» -1 00 1 90 1 09¢

-
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Those who ke>p money on current account are paid 1 anna,or 1 anna
6 pies, or two annas less thaa the rate current per month on their deposits.
The amount of deducti~n from the ¢ rate current’ depends on 'the customer,

the extent of his depositsand 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-
, tation of a Chetti will disappear if he places obstacles in the way of the

deposntor Hundis will be discounted by the Chetties at the rate ocurrent

or half anna above the rate or one suna above it a3 the case may be ac-

cording to the standing of the Hundi. When loans are made to approved
borrowe;s for short terms interest is charged at 2annas or 4 annas or 6
. annas per month more than the ‘rate current’ for the month. There is
, considerable 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 term, loans are made at rates varying from 15 p.e¢. to
24 p. ¢ o 30 p. ¢. per annum. Chetties of late have been complaining that
their business has ceased to be profitable in the Madras Presidency at pre-
sent. They ascribe the cause 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 sou/nd” gystem of clementary ‘education have
worked havoo in the moral realm in' the villages, it must be said that the
main cause of the unprofitableness of Chetti barking in various places in the

. Madras Presidency nowadays is due to the influence of the co operative socie-

ties in baving 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

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,

.That is the period during which the crops have to be moved,

The 1mportant crops of the Madras' Presidency in moving which' much funds
are employed are rice, groundnut, and cotton, These crops come on the
market in January, February, March, and April. The importance of these
crops will 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 undet cotton. The value involved respectively according to the com-
putanon of Dr. Slater was 1).7 crores of rupees, 13.5 creres, and 8.7 crores,
I$ is during the above mentioned months that the land revenue hasto be
paid in. Madras being much more agricultural than Bombay, Biharand

Orisss, and Bengal, the pressure on the money market during the period is

 fely more severely The owners of rice mills of which there are very large
pumber in the districts of Kistna, Guntur, and Tanjore, buy up paddy in the

. in the Madras Presidency and Burma. Singapore, that great entrepot of the
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beginning of the season and storeit. The Nattukottai Chettis’ funds are
employed in financing these purchases, As has already been pointed out

“the Chetties 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 theserice mill-owners. The “rate current” of
the Chetties often reachesin February, March,and April Re.1 per month.
In this connection it may be mentioned that the Madras Chetti firms bave
agreed that the fluctuations in their rate current or in other words the
* bazar rate.’® should not go beyond Re. 1 a month or below 8 as. a month.
It will thue 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 bazar rate, The relation between the bazar rate and the bank
rate is a very interestiug theme of discussion, Mr. Keynes in his book on
Indian Finance and Currency refers to the divergence that sometimes exists
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 system 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. The joint stock
banks and especially the Imperial Bank will have to show considerably more
enterprise and more branches will have to be opened in the mofussil befora
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 the Government deposits form a large propor-
tion of the total deposits of the lmperial Bank any pressure like famine or
fronticr disturbance that induces the Government to withdraw deposits from
the Imperial Bank may lead to the putting up of the bank rate when the
conditions in the bazar do not justify a high bank rate.

What seems to stand in the way of banking development in the country
more than any other factor is the abseace of a good system of communica-
tions between the villages and the towns and universal instructirn in the
3 Rs. These conditions will help forward the development of modern bank-

.ine and it is only then that the agriculturist anl the industrialist in India
will be in & position to borrow at cheap rates of interest for productive
purposes. The Nattukottai Chetties are in the main money-lenders
and that vital characteristic of a commercial bank—the attracting
of savings in the shape of deposita is not 8 conspicucus feature
of Chetti banking. It cannot be denied thav 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 who 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 the Imperial Bank isin a position to start branch banking
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on an adventurous scale. It is often said that branches are very ccstly to
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 branzhes will be profitable.

And more than that, means will be found to finance agriculture, industry and

commerce at as low 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 large 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 public 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 otber parts of India that partly on account of lack of business habits and a
sense of responsibility on the part of directors many banks hava failed. If
Nattukottai Chetties take the lead in the matters of joint stock banking
- their business habits and sease of honesty will be an asset by way of making
banking development a success. They are great believers in the traditional
methods of carrying on business. Thosein charge of modern commercial
education will be placing the country under a great obligation.if they
succeed in inducing the boys of the N attukottal commumty to take
. advantage of that education. ‘ :

Chetti business ashas been already pomted 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 and Y 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 choses. 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’,
There is another system under which Y may not have any firm at any place.

But he may invest 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 onevery

- rupee of interest accrued according to the scale of the transactions. The

‘adathi’ firm should furnish monthly accounts to the principal who issues

directions to the ‘adathi’ firm as to the persons to whom loans might be made.

The principal may hold the ‘adathi’ firm respensible for any loes arising from
_transactions. i

Banking evolution in India will perhapa pass through the stages which

it has undergone in other advanced countries. Private banking on account
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of the lack of publicity which it involves will find its sphere progressively
reduced in the competition with joint stock banking. Students of banking
are placed under a disadvantage in the matter of collecting banking statistics
where private baking flourishes since private bankers are very particular in
not disclosing the figures velating 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,



NEW METHODS IN THE TEACHING OF ECONOMICS
AND STIMULATING ECONOMIC RESEARCH. '
By Pror. S. N. Paerwani, UNIVERsITY OF BomBay.
Tae EpvcaTioNaL ProcEss.

Paychologically, education is the attention-association-a-ction process.
Teaching and research in economics is no exception. We choose a particular
field of attention, and produce certain associations or general ways of looking
at that field, and try to induce certaiz actions.

Present CoNDITION,

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

ProrosEp CHANGES.

The new method which is here proposed for adoption, aims at including
not only or primarily books and lectures in the field of attention, 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 bhis college. For association, I propose that the common repeti-
tive elements and sequences be established in the minds of studenta for these
phenomena actually observable and observed. The feeling I would like to
impart to the student, is that Economics is.nota 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 aloneor 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, is 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 Economica.
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 traneformation of these material and service
institutions and methods for the bester, so faras it is possible by intelligent
individual and collective effort. The passing of examination is 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 ?

* See Mukerji’'s Comparative Economics ; Edie’s Principles of New Eco-
nomics; Boueke’s Critique of Economics.
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o WasTEFUL WaYS,

We often forget the fundamental truth that all learning leaps up from
life, from its needs seeking satisfaction from the available surroundings. Life
isthus 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 compass, 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 redaction of the ratio between
buman effort and human satisfactions, and these efforts and satisfactions, ge
on in the life of thestudent and all around. There is the economics of study,
the economics of physical exercise, economic aspect of all things, ¢.e., fruitful
and wasteful ways of doing thos: things. Similarly 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 isimparted to the student, he has not been
started on a living growing science, but on a dead and decaying verbalism
and sophistry.

' WiDE RANGE oF MODIFIABILITY. o

Among the B.As in Economics that we get in the Sociology class 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, interpretation
and inventive suggestiveness for improvement of economic phenomena
around us, OQur teaching appears to be guided by tradition and
memoritar methods rather than by fresh and forward thinking stimulated
by our surroundings. Learning with us rises from books and leads
to degrees, instead of rising from life and trying ever to improve the
conditions and quality of life ;We streas toa much perhaps the invariability of
natural and 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 circumscrited by the
variable nature of all life, our powers of modification are by the 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 wasteful ways of doing things, and the discovery of more
fruitful ways of guiding individual and combining collective effort, should

be our method.
INPORMATION AND ENTERPRISE.

To bring about improvement in the material and service institutions
around us, what must we do ¥ We must fulfil the conditions of succeasful
improvement. L'he improvement of the world, as I bave written elsewhere,

13
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depends on exact information and courageous enterprise. The ways of finding
out exact information and renderin g 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 topiec 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 success 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 economic efficiency, which sh ould 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
intervention ? Pursue the scientific method of investigation, is the answer.
How shall we attain the reasonably attainable maximum of result from our
efforts ? 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 personal, domestic
neighbourhood, municipal, provincial or national or even international
economics. - '
TEE ScIENTIFIC SPIRIT.

It therefore appears to me to be highly necessary that all ouf students in
Economics, as well as other Social sciences be |_ given a working familiarity
with the few fundamental principles of ‘Scientific 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 7 It is the method
get out by Bacon in his Novum Organum, the method suggested by Descarte
in his “Discourse on Method”, the method o 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 was Bring your belicfs 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 facts” This is the spirit of
the Scientiic Method which I would like to see the students fami-
liarised with, for the impression that has gained on me is that our
universities and our students as well as the institutions around us still
manifest the medieval spirit of squaring our beliefs with written dogma,
instead of with the facts open to our observations around us.
BacoNn’s PRESENTMENT.

What, ia the briefest manner, may we put down as Bacon’s presentment
of the Scientific Method 2 Spiller, in his “New System of Scientifi ¢ Procedure”
(p. 42) summarises Bacon’s teaching as follows: Bacon bids us turn to facts,
and 02339 drawing conclusions from propositions, which have not been esta-
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blished indunetively. He insists that all interpretation of nature commences

with the senses, and leads from a perception of the senses by a straight,
regular and guarded path, to the perception of the understanding. Observa-
tion should be virtually exhaustive in regard to variety, so far as
clames of relevant facts are concerned we 2 e to observe, we are to
move atep by step, and not to aim directly at distant conclusions; we are
to watch for the preseace of a quality (e. g. in the example which he takes
to illustrate his method ¢ [nstan:es agreeing ia the n ature of heat’) or its
absence under certain circumstances {Instances 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 preceding collections what 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 (First and
second 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 aciences is none other than this: that human life be endowed with
new discoveries and powers” (Novum Organum, bk, 81,) The method is as
we have seen to collect positive, negative and graded ianstances, and then
draw theoretical and practical conclusions from such relevant material. This
involves a comprehensive und cautious survey of facts, and a syste.natio

elimination of everything that is irrelevant to the matter in hand, a proce-
dure quite the opposite of the all too common practice of cursory observation,
chance generalisation, and casual verification.

DescarTE’S RULES.

Let us now take note of Descarte’s rules given in his Discourse on
Method and see how similar 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 beyend that which should
present itself so clearly and so distinctly to my mind that I might have 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, 8o as to mouat little by little,
as if by steps to the moat complex knowledge, and assuming an order among
those which do not precede one another.

** And the last was to make everywhere enumerations so complete and
suzveys so wide, that I should be sureof omitting nothing.” Discourse og
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Method in Scott Inbra.ry, 22.)
- CoMrE’S CONTRIBUTION.

) Wuat in buefest sunmaty is the Positive method of Comte ?
It is the employment of the different methods of investigation
developed by the exaet soiences. Thus the Positive or Scientific method
is statistical, axiomatic, deductive, and resorts to indirect measurement of
magnitndes as in Mathematics. The Positive method is observational as in
Astronomy. Itis experimental as in Physics. [t resorts to exact nomen-
clature 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 positiveideas 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 aciences for each science. Thus Mathematics
should expand and be regenerated by Astronomy, Physics, . Chemistry,
Biology, Paychology, 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-
ciology, 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 sciepces preceding
and succeeding it in the above encyclopedic scale.

ScieENTIFIC MANAGEMENT,

Investngahon, or collection of exact information, should therefore pro-
ceed according to the scientific or positive method as outlined by Bacon,
Descarte, Comte, Enterprise to be effective must likewise make use of the
pnnclples of Scientific 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 live 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 Maunage-
ment, has given us a statement of Principles of scientific management, in his
work bearing that title. Harrington-Emerson has given us an amplified
statement of these in his work known asTwelve Principles of Efficiency.

I must content myself with a bate statement of the prinoiples of
efficiency enunciated by these great minds, and hope that the earnesb en-
quirer will study first hand in detail the writing of these pxoneers in the
application for scieatific principles in the management of human eﬁort

CoMTE ON REGENERATION.

Comte, bent on reueneraumg human soclety, ‘enunciated the scientific
operations necessary for that purpose, which, to my mind, constitute a first
gtatement of the principles of scientific management or Eﬂicxency Thus
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he emphaslses the efficiency principls of “ planning >’ as bemg necessary for
better performince. Asstated by him ¢« Each complete human opemtxon,
from the simplest to the most comphcated whether executed by an indivi-
dual or a multitude is unavoidably composed of two portions; in other
words give rise to two kinds of consideration ; one theorstical, another
practical ; one concerning the conception, another the executlon The
former necessarily precedes the latter which it is destined to guide. In other
words all action presupposes antecedent speculation.”

“In the earliest infancy of the humaa mind, theoretical and practical
labours are executed by the same person for all Operatlons ; yet this circum-
stance while rendermo the distin:tion less evident, does not aﬂecb its re-
ahty Soon however these two classes of operations begm to dlsengege
themselves, as demandmu dxﬁereut and in some respects, contrasted capa-
cities and training, As the colleotlve and md1v1dual intelligence of the
human race begins to develop itself, this separatlon becomes more and more
pronounced and general, and constntut;es the source of new advances. The
degree of a nation’s civilizacion phxlosophxcally consxderei may be really
measured by the extent to which Theory and Practice have been separated
and harmonised. For the grand instrument of cnvxlxz;.tlon consists in the
vanslon of Labour and the Combmatxon of Eﬁotts » (Comte 8 Barly Essays,
Harison, p. 115)

The further hints that can be gathered from the same chapter for the
effective organisation of bhuman effort are, first the ascertammenﬁ of the active
aim of a Social eysbem secondly, ﬁndlng out the social elements and forces
best fitted for carrying out that aim ; and thirdly, the neoeseary redistri-
bution of authority and reform of institutions. Fmally he says three series
of works are required for the rectgamsatlon of society. * The first series
aims at forming a system of hlstorxcal observations upon the general progress
of the human intellect, destined to become the positive basis of politics,
thus wholly freeing it from a theologlcal ‘and metaphysical character, and
impressing on it a scientific character.” (Oompare the eﬁiclency pnnclple
of Record).

“ The second series seeks to establish a complete system of Positive
. Education, adapted to a regenemted eoclety constituted with a view to
action upon Nature; in other words it aims at perfecting such action, so
far a3 it depends on the faculties of the agent.” (Compare the efficiency
_principle of Training.) ' ' - -

“ Lastly, the third series embraces a general exposition of the Collectlve
Action which civilised men in the present state of their knowledge, can
‘exercise upon Nature, so as to modify it for their own advantage, dmctxng
their entire forces to this end, and regarding social combinations only as
means of atta.mmg it.” \Compere the efficiency principle of Co-operation).
As will be seen by comparing these with the principles of Scientific Management
as laid down by Taylor, or the Efficicncy principles of Emerson, these
run parallel to their pnnolplea, aud thus Combe antxclpstes nhe modern

it g
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Efficiency movement by fully eight decad es.
Tayror’s PrixcrpLEs.

The four great principles of Scientific Management as stated by F, W.
Taylor are :—(1) The development of a true science of each and every work or
operation. (2) The scientific selection of the workman. (3) His scientifio
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 themselves.

1stly. “ They 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 ia 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 misfita. The idea
seems to be that one man is a8 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. Thisis a fallacy. We find different capacities, and apti
tudes, different qualifications in different men, and we select the best man
for the work, <.e., the man best fitted to do the work, 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 go as to ensure all the
works being done in accordance with the principles of the science which
has been developed.” The management has to provide not only the right
‘sort of training but the right kind of tools, and the right sort of conditions
for getting the best results, A
' 4thly. * There is an equal division of works responsibility between the
management and workmen, The management taks over all the work for
which they are better fitted than the worker, while in the past the workman
bad all the responsibility. 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 set of
_men, who are engaged in the development-of science of labouring through
time study, another set of men mostly skilled labourers, who act as

_teachers 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, stadying his needs and short-comings, teaching him better and
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quicker methods, and seeing that all workmen help and co-operate with him, .
by doing 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 the desirable things in life. He has divid.d his
efficiency principles into practical and ethical ones. According to him the
practical principles of Efficiency require, that in order to find out and take
the best, easiest and quickest way to the desirable things in life, or doing any .
work, it i8 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 B. 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 inslrucisons.

The ethical principles of Efficiency according to Emerson are, that in
order to find and take the best, easiest and quickest ways to the desirable
things of life, 8, We must have clear and definite sZeals of what those things
are. 9. We must measure and test every means used for attaining, achieving
or acquiring them, by the standards of common sense, 10. We must see% and
follow competent counsel: 11. We must disciplne ourselves into active
harmony with the principles, laws and rules governing these things. 12. We
must demand the fair desl. 13. We must eagerly desire, earnestly seek, and
insistently demand for ourselves our efficiency reward.

Apalysing these principles further, we find the practical prineiples of
efficiency really requir. us to “Plan our work, and work our plan.” Without
a plan man is not able to do his best and utmost work; similarly an institution
or agroup working without planning or planning and not carrying out the
plan, is sure to remain backward. But the plan must be based on accurate
investigation of facts, an adequate and reliable records. The plan must be
itemised or detailed, else it will not be workable. :

The ethical and phsychologizal principles of efficiency require thut 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 peaple, and then regulate our conduct in conf ormity

with our ideals.
First ProposaL.

In thereform of Economic teaching and research my first important
aad specific proposal, therefore, is that every student b: given a working
familiarity with fundamental principles of Scieatific Methads of iavestiga tion,
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and Scientific Management of human effort, as tentatively outlined by me

above. G e
SECOND PROPOSAL.

My second specific proposal is that every student be trained in all the three
dis tinctly- developed branches of inductive investigation namely 1 what
is variously known as Monographxc, Individual or Case method of investi-
gation, 2 the survey or group method of investigation, 3 the statistical or
mass method of anestlgatlon My experience leads me to believe that our
students have only a slight acquaintance with the statistical method, and
that most of us, leave a.part the stadents, have a faint aud far-off notion of
the technlque of the Case method asemplyed by doctors, as stressed

" by Mary Richmond in her * Social Diagnosis,” the monographic
method of Leplay, the individual method as set forth by Healy in his
excellent study of * The Individual Delinquent.” We are also I am afraid
little a.cqu&mted wu;h the available literature on the technique of Social
survey, as ges forth in such books as Aronovici’s Social Survey, or Elmer’s
Techmque of Social Survey or the Fourorders of Survey so much stressed by
Prof, Geddea and his speclal technique of correlation and co-ordination of
categories in #ocialinvestigatione, as set forth by him in such books as Com-

ing Pohty, or T‘he eslsentlals of Sociology mrelatlon to Economics.” It
may perhaps be news to some of us that these contrasted and now well deve-
loped methods of mvestxgamon do much to mutually define the appropriate
portions of the field where each of these can be uselully employed and to
corret the conclusions arrived at by using only one of them. In such im-
portant bra.nci:es of Socml study such as religion and penology these methods
of mvestlgatlonlhave led to opposma or complementa.ry conclusions. Com-
pare for 1nsta.nce guch s book as James’s Varieties of Rehgious E xperience,
which employs the individual method of investigation with that of Dur-
khiem who in his study of rehgmn employs the intensive survey method, with
tha.t again oE Spencer who in his study employs the extensive sur-
Vey method, with that agam of BStarbuck who in his Religious
Psychology mokes such use of the statistical method and realize
how dlﬂerent portlons of the same field are illuminated by these
dlﬁerent modes of apptoach and how the weaknesses of each method are
often corrected or brought to light by the employment of the contrasted
form of mveshg&tlon Or again in Penology, Dr. Healy has shown the pit-
fal!s of the statnstnca.l mode approach, or the classification of crime being
made to do duty for classification of criminal, or again, even a classification
of criminals itself belng misleading as long as along with the mental and
p};ysmsl defeots of the criminal we do not take into consideration the
environwental differences in each case. It will appear from this how
the concqrrent use of the individual, monographic or case mecood,
theL intensive a.m} extensive survey methods, and the statistical
method, mubually cotrect and confine each within its proper field of applica-



129

tion. "I therefore propose that every student be given a working familiarity
with all thase three methods of investigation, all of them unpmtanc and
specifie developments of the inductive or rather their scentific method.

Tamrp ProposaL. )

My third aad faal proposal is that practical work should be insisted on
in Economics as in every other science, and that the gradua.tmg student be
madle to keep note book of practxca.l or field work embodying his own investiga-
tions, interpretation, and suggestions for improvement, with regard to the
phenomena investigited. Thus thée practicals shoutd inclade such exercises ’
as tre 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
the economic life of an institution, the ecenomic life of ono’s own street,
village, and city. What is needed is to link economio teaching to life, and
rendering it readily available for the service of the ordinary situations which
the student will frequently meet with as well as the significance of the

larger country-wide problems of currency, financs, trade, transport and tariff,
My MersoD.

Towards this investigative, interpretative, and inventively suggestive
mode of field study I believe the following orderly line of approach will be
found helpful. The student begins with immediate inspectioa or Economos-
copy of the parts or processes he intends to study. He names them by their
popular name, and indicates the time and place and other significant setting
of the distinguishable parts and processes he is out to study. From this
direct free observation he proceeds to Kconomometry or measuring
and mapping of the parts and processes, as far as they can be measured and
mapped. He next compares, classifies, describes and defines the distinguishable
parts and processes, and gives a graphic and descriptive report of hissurvey.
Lhis step may be ciled 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 teleological study of the parts and processes before him, The investiga-
tion of the vestiges, pushes his studies into th: past of the phenomena un-
der survey, 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 culled Economogene-
tics. Combining his studies of the past with those of the present, he may now
essay to form a forecast of the future, probable and possible. This effort
may be called Economotelesis, Next he may exercise his mind as to how
0 bring about tae best possible future for the phenomena uad:r inspiction,
investigation, and interpretation, and lay down the lines of useful interven-
tion. Tinis step may be called Ecinomoiechnics. That comple.es the natu-
ral educationai series starting with systematic observation leading on to
measuremeant as far as practicable, and graphic and descriptive report, thence
to s peep in ite past history, and an effort to foresee its future, and a

i9
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tbéqghtful plan for improving the future. We thus procesd from survey of
the present to a stuly of the past, to a subj:ctive syathesis of the whole to-
wards foreseeing the future and finally plan agaia in the living present suggest-
ingactivity towards making the better future. Training along these.lines
will show to the stud_ent that all his surveys, studies, and interpretations
are fruitful only as they, lead to a better future, and that effort short of
that is very often oinly wasted effort. This will impress on.him the fact,
that learning should be continually regenerated from life and should in ite
turn serve and regenerate life.



INDIAN. ECONOMICS,
By PrAPHYLLACEANDRA Basu, PROFESSOR, OR E;qoupmch
Horrar.CoLLEGE, INDORE,

Laws of economics are statements of tendencies- which are in constant
operation but the direet effects of which may- be overpowered or. modified by
other tendencies simultaneously operating, These modifying forces are not
necessarily economic. Ordinarily economics studies man as he his placed
in modernsocieties. Hence the assumptions which are made by modern
gocieties in general alse form the assumptions.of: 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 has
complete and absoluts power to do whatever he likes with what is possessed
by him so long as he does not interfere with similar rights of others. Itis
apparent that economis laws deduced from such a society will be modifiedl in
their effects it they are applied to a society- where no private property is
allowed,

A similar and, from the point of view of economics, probably more.
important assumption is that of free competition. As this assumption is
very important we shall consider it in some detail in order to avoid any.
misunderstanding. Competitionin economics seeks to give free scope to
the.economic self-interest of individuals without any checks. Thess checks
are usually oonsidered to be (1) custom which is always so important in the
life of man ; (2) combination by which producers or sellers or any other
members of an economic group may join together in order better to fight
with other groups ; and (3) legislative interference with fres competition.

With private property free competition involves freedom of contract
and therefore enforcement of contracts when voluntarily eatered into.
This competition is & biological essential which can be seen in all spheres of
life, vegetable and animal. It is seen in what is called struggle for existence.
or survival of the fittest, In asense it includes co-operation. Co-operation
is consciousty working together for a common end. Its objeot is none other
thanjthat of competition, Both seek self-interest, one individually and the
other collectively. If the self-interast 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, therefore, is really group-
competition, and, in this, groups may combine into bigger and bigger
groups. Thus one State is & unit as against other States, the individual
members of which combine for certain purposes, although sub-groups may
have partially antagonistic interests. Nor does this competition necessarily
imply anything®sordid just as competition in biological evolution does mnot
do so.

Because laws of economics” normally presume that Tprivate property
and free competition operate in 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 merely,

but more of what we may call *“modernism”. The railways, posts,
telegraphs, eto. have worked more towards this end than the culture of the-

west, the effect of which is notso direct nor so strong upon the masses

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 sclentific student isin the pauclty

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 ie further enhanced by the fact that social changes
vary in various parts of the country as a resalt of the difference in tempera-
ment, social 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 Indm we find that most of the modlﬁca-

tions of their operation are the result of want of the same degree of competi-

tion as prevaila in the west and upon the assumption for which general
economic laws have been built up. For example, in social life caste rules
prevent mobility of labout both from trade to trads and from place to place.
Similarly variation in wages does not always follow variation in the dewand
and supply of labour but on customary wages which limit competition.

Some people allege that Indian society is based on an entirely diiferent .

principle from what obtains in the west, this principle being co-operation as

contrasted with competition. As already pointed out this view is wrong.

inasoruch as competition does not exclude co-operation. Competition assames
the operation of the individual’s economic se'f -interest, and co-operation, when
voluntary, is only an instrament to further the same. 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
acco rding as the total benefit which he derives for himself is or is not greater

than his benefit without such co-operatlon. Thus in essence there is httlev

)
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difference between - competition and co-operation in economics. If by co-
operation be meant compulsory association in economic activity 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 ehould not be tolerated.

Such want of competition which acts asa drag on economic develop-
ment may be born of social customs, religious prejudices, and various other
factors. Thusland in India is subdivided into too small fragments which
cannot be economically cultivated. This is due to the law of inheritance
which prevails 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 caste 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 its economic problems.
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 aloue or
to reject economic laws in their operation in India because there are other
conditinps and different factors toil in vain in their effort to construct a
science of Indian Economics as distinct from economic science in general.

20



- THE TREND OF INDIAN THOUGHT IN ECONOMICS.
By B. G. BEATNAGAR, LEcTurER IN EcoNoMics, UNivERsiTY
OF 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. [n 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 upon my mind that even Indian Economists of repuate 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, Poona,
who may rightly be looked upon as one of the leading living Indian
economists, remarked to me in all seriousness, Do you also believe with
Radhakamal that Tadia 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 measures, 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 asocial science it could nof help being influenced by the
Socio-political conditions of those days. And what were the most
dominatiang notes of this era] (i) Production, and an ever increasing
effort to increase prodaction 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 individaal social
grouaps 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 rights each oblivious of
the interests of the whole. '

And these have been the principal notes-of the seience of economics ;
(i) Individualism, with its coroliary of free and unfettered competition, in
a market where every one is acting for himself, (ii) Volume after volume
written on Production, Distribution and Exchange-—the last two being
nothing but further processes to carry the modern system of production
to its logical end, and (iii) in this clash for further production and free
competition a comparative negleet of Consumption and its altimate laws—
ultimate in more than oue sense : ultimate because itis ultimately on
them that the so-called laws of Exchange and Distribution very largely
depend, an further ultimate in the sense that it is on a thorough and
correot understanding of these laws that Production, Distribution and
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Exchange will seek their true level rot only in the text books of Econo-
mics, bat also 1n 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 us 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 has been emphasised, 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 this 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.
Gaundhi has been writing and speaking in India in our own days. Then
what are the implications of this way of looking at things, and the
method of production adopted to produce them ? 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 won the track. Looked
at from the point of view of the individual, the individual enterprizer
must henceforth realise that production which eo 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 therefore be should judge every move-
ment of his in that direction from its likely results not only on his profits,
but also on (i) the bealth and bappiness of his men #s wan, and not ¢nly
as an instrument of production, and (ii) on tbe bealth and happiness of the
world at large. Looked at from the point of view ot society the social
effort must not be directed in a bead-long way to increase 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. The 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 possession of an individual or for the matter of that in the possession

of a social group does not necessarily lead toa pari passu increaselof

welfare. 1t may or may not.

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

It was Jevons, the Senior, who probably after being influenced by
the writings of Carlyle and Ruskin, first gave serious thought to the study
of utility (consumption) and analysed those factors of which utility of a
commodity to a man during a period of consumption, is a function. ~ ‘This
analysis was carried further by Pantaleoni in his Pure Economics, wherein
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he remarks “ The usefulness of a direct commodity tothe consumer is a func-
taon not only of tis own quantity but also that of all other commodities he consumes
together, with i, of those he bas consumed previvusly, and even of a part 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 doing so, of
his feeling cold or warm, tired or fresh, sad or gay. The order in 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 argu-
ment which we mean to put forward later on in this paper. The third
greatstep has been taken by Pigo 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, increascs productive efficiency and there-
with the average 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 *‘ this proposition, it will be observed, is purely qualitative in
form, and states nothing about the quantitative relation between an ex-
pansion of the national dividend and addition to economic weltare. To
remedy this deficiency completely is, of course, impossible. It is not
impossible, however, to throw some furtber light on the matter. To 2his
end we may begin by leavin y out of account the reactions that may be
produced by the fact of consumplion upon capacity for deriving enjoyment
from consumption. W hen this is done, the familiar law of * Diminishing
Utility ” instructs us that a given expansion of the national dividend is
likely to be accompanied by a less than a proportionate increase in economic
wellare.” _

This is the nearest approach to that statement which the writer of
this paper first made, of course in a crude form, in a paper entitled ** The
Standard of Living or Life in India™ in the year 1919, and which he
now wishes to re-state in a more matare form. There 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 oue implication of that italicised portion may be
that every addition 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 wants
and new commodities. ‘The fact of reaction is not denied, Reaction
there is, and more so in a dynamic 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 emjoyment, or it may decrease
it To hold the position that it always increases it is as
untenable und as unsapported by facts, as would be the position of
those who may say that1t wil always decrease, What seems to be
reasonable is that under certain circamstances it will increase,” while

mnder others it would decrease the capacity for deriving enjoyment.
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Take it for granted that further additions to wealth in the possession of
an individual react upon his capacity for deriving pleasure, and always
make it 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
increasing rate. Unless we assume one of these rates, we will bave to
come to the position that sooner or later the reaction must 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, beyond a
vague feeling of self-interest that persuades people to think that it must
be so, otherwise how 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 point where further additions to wealth, in the possession of a man
will cause diminution in his capacity for deriving enjoyment. What are
my reason for holding this view? Here as there we have no statistical
data to support our statement  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 Iiaw of Diminishing Utility as it is called
in consumption, ansd as we find it working in the case of individual
commuodities ; while the second is in full accord with the same. A man
A begins by giving to unother man B, unit after unit of a commodity
X. Now it s recognised by almost 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 disutility, but as
more and more units of X cometo B, the utility of Units already
in his possession will also rise, and each successive unit will have an
increasing atility for him. Not only that each successive unit will go on
reacting upon the utility of previous units, and will increaseit. But
this process 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
successivé 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 of 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 Curve of Consumption of a particular
individual commodity. What I wish to submit is that probably the same
carve is also true in the case of commodities taken collectively. Thus in
a society of a very primitive character, where people hardly get bare
necessities of life, turther additions of new commodities satistying new
wangs, would cause a favourable reaction on the capacity for deriving
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enjoyments from consumption, with the result that not only
each i fresh addition of wealth will bave an increasing utility but it will
also increase the ecapacity for giving enjoyment of commodities that
were already in the use of that society. However when this society
will have sufficiently developed, and secured to itself a pretty
large number of commodities satisfying its necessities, comforts, and
luxuries, then farther addition of new commodities satisfying new v;ants
would result in having a diminishing utility for that :ociety and
their reaction will be of the opposite kind. On the capaci’ty to
derive enjoyment from consumption would be of the opposite kind.
It does not seem to be either logical or fair to assume that in this case
there is only one kind of reaction, and that which heightens the capacity
of deriving pleasure. This way of reasoning from the general to the

articular 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 reasohing
. in psychology as in physical sciences like chemistry where properties ot
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 spiritnal
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 Human 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 the 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 Human
Life. And 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 believe that the truth lies in the view which is based on
the applicability of the Law of Diminishing Utility not only to individual
commodities, but also to commodities taken collectively. And this, not -
only because it fits in so well with the teachings of spiritualists, but also
because the fate of individuals, and nations that ran head-long after
production and accumulation of wealth in bygone days, as well asin our
own, teaches us the same 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 Retarns, in satisfaction or welfare
(which is otherwise called Diminishing Utility in consumption) is
found not only in the case of individual commodities consumed or
possessed by a man but 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 consamption go on getting smaller
and smaller, that the resulting utility for each successive unit may begin
by rising at first, i.e. by increasing ata more than proportionate ratg
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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 ia the
possession of an individual or in that of a society it could be said that
fresh additions to his or its wealth will increasc tho- total welfare bnt 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 Law 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. . Increase 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 was 100 then the utility of this new will ba 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 the Law
of Diminishing Utility. But the increase in stock may take a different
form and result in 6x, 8y, 10z, 8w, 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 applicability 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 increase
of welfare) that has been_so far made by spiritual thinkers and social
reformers. ’ .

This recognition will further lead to a modification of ouar ideas
about the significance of Standard of Living in Economic life. And this
we may have to do on very much the same lines as I have done in the
paper mentioned above. There I have defined the Standard of Living in
that narrow and generally accepted sense where it is used as a collective
name for all the necessaries, comforts and luxaries of life to which 1 man
or a group of men is accustomed and have pointed out * That the nnder.
lying assumption in the discussions, of the English and American econo-
mists, on this topic that greater the number of wants of a mau, or the
higher his Standard of Living, the more efficient (or happy) wouald 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
unceasing augmentation of their income to maintain their ever rising-
Standard of Living is equally untrue.”

This is one thing that may be India’s contribution to the evolation
of Economic thought. Not that this method of approach, and its corol-
laries are a monopoly of the Indianschool of thoughtin Economics,
because war and the aftermath of war have succeeded after all in
bringing afresh to the fore-front this point of view in the minds of some
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western writers also, but *becanse this pecaliar way of approaching
towards material possessions is in perfect harmony with the age old
Indian ideals and aspirations of epiritual as well as mandane 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 Economies.

But this is not the only point that the Indian School of Economic
Thought bhas to keep as an important item in its programme. e have
as yet only one more, and that is a far more subtle and far more difficult
idea to be easily accepted by the modern world steeped as it isin Indivi-
dualism. It consists in that attiude with which an individual approaches
his productive or consumptive effort 'in life. 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
expressed in terms of the former, have been emphasising the Individualistic
pointof view. The man looks upon everything from the point of view
of his own advartage or Jisadvantage. The same is true of social groups
or production groups. The result is that sometimes we have over-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 the want of that
social spirit or better still if we call social outlook, which under the
" name of communalism Dr. Radhakamal Mukerjee of the Lucknow
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 within 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 consamption not from the point of view
of his personal advantage but from the point of view of the advantage 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 other. 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, the 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 bas led Radhakamal, enthusiastic as he is
about the 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 used 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 hot possible to differ from him when
he advocates the maintenance of that social spirit which animated the
ptodaction and consumption efforts of one group towards another group
in the Indian village organisation, or the maintenance of that spirit
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which permeated amongst the members of a caste in their dealings
towards each other, or the members of one caste towards the members
of other caste 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 elsewhere, and which is found to
“exist in a modified and less dominant way even to-day in India, and some
other 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 presen troubles of the troubled Humanity are to be
got rid off. And here [ may add that although this social outlook has
not been a monopoly of the Indian people or even of the people of the
East, and did once animate the whole socio-economic organisation of the
Woest, and therefore we cannot claim it as an exelusive contribution of the
Indian school of thought in Economics, yet we can cluim it in so far as
it is in the Kast and spucially in India with its organisation of caste exist-
iug up to this day, when West and a greater part of the rest of the world is
permealed with the spirit of Individualism, that this spirit is somewhat
maintained, and in so far asit isin 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 beenin the past with every
new expression of thought 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 thought. Given time and opportunities
of farther development and fuller expression it is bound to ‘gain
ground and make itself felt, and it is to thut end that some of us, so
far in an un-co-ordinated way, are converging our efforts, of course,
with fall hope of success in the end. ’

2



N ON-CREDIT AGRICULTURAL CO- OPERATION
IN INDIA

By J. A. MapaN, Esq, LCS., REGISTRAR, C0-OPERATIVE SOCIRTIES,
BoMBAY PRrESIDENCY.

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 1904 confined the
operations of co-operative Bocieties to credit. It was onlyin 1912 when the
Act was amended that societies for non-credit purposes were also Tegis-
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
sopieties as those of Co-operative Purchase and Sale. In rural areas where the
population is very backward and good business managers are not usually
available, it was natural that non-oredit 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 ghould. 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 seaving to him the difference between such rate and
the rate and the other charges which he would otherwise have to pay to the
Sowcar. Much greater benefit would accrue to him if he were to bein 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 Europs, the development has accordingly
been carried on the lines both of supplying credit as well as of Co-operative
Purchase and Sale. In 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 has made very large strides while
in America, the Co.operative Marketing of produce is being done on a very
large scale. Owing to the absence of any rapid development of non-oredit
work, the agriculturist- in this country has only derived asmall part of the
advantages which can acerue to him from the movement. It might also be
stated that progress of the non-credit work will greatly strengthen the credit
pars of the movement. Faoile credic is not without risk. The formation of
non-credit societies securea better control over the proper utilisation and
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recovery of loans while on the other hand schemes of land improve-
ment will require funds which can be supplied at least partly by Credit
Societieg and Central Banks. .

~ Non-Credit societies can help the agriculturist mainly in increasing his
production through agricultural and land imprevement, in increasing his net
profits by co-operative purchase of his requisites and by co-operative sale
of his produce. It would perhaps not be irrelevant to describe here briefly
what work has been dons on these lines in this Presidency and to note the
drawbacks and the difficulties. Other lines on which work has also been
done are the formation of Cattle-breeding and Cattle Insurance Sovieties but
these have not so far become very important.

_ In this Presidency, while the number of agricultural credit societies
is 2710, the number of non-credit societies is only 159. The working ecapital
of the former amounts to over Rs. 1,70,00,000 while that of the latter is only
a little over 6 lakhs, The progress made as regards cooperative purchase
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 tracts
irrigated by canals. Last year they sold maaure worth about 5 lakhs. The
Bauk takes no risk but oaly acts as agent. This arrangement has worked
sucaessfully from the business point of view, but the drawback is that though
theshops arerun in the interests of the members they are not under
their control. On the other hand the success of the several co-operative maure
societies started in other areas has been varied. Societies which purchased
manure worth several thousands and were thus in a position to purchase
directly from the outside wholesale markets-have on the whole been suooess,
ful. Smaller societies, however, whici buy locally can usually offer no very
great advantage and often tend to become mere credit societies, giving credit
in manure instead of in cash. Small co-operative societies for purchase can-
not be expeoted to run successfully, unless at least, they are joined together
into some central organisation which can make the purchases for them in
common. The same remark applies to Implement Societies.

In  dry tracts where the only manure used is generally farmyard
manure, the loans usually taken from the credit societies are for seed, bullocks
and maintenance. Several seed societies have been started and some are doing
good work by purchasing good seed at harvest time and distributing it
amongst members when required. But the real work in this connection has
been done by Cotton Sale Societies which themselves provide for the supply
of good cotton seed to their members.

Societies for the co-operative sale of agricultural produce are one
of the most powerful means of securing to the cultivator a fair share of profis
At present the interest of the oultivator suffers as his projuce passes shrough
-the bands of several middlemen. Whileit would be impraoticable in most
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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 share of the profit which goes to
the cultivator, For him mere increase in production is not enough, he must
also get the best possible price for his article, Co-operative marketing will
help him to 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 managers efficient
and above board are not always to be found,

We have at present 33 sale societies out of which 18 are for cotton
sale. 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 9% lakhs. 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 unginned
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 oificers 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 societies deal with cotton lint. Members’
produc: is collected together and ginned by the ' society. The praduce of the
members grown from the same class of seed is pooled tozether and a uniform
price based on raalisations during the year paid at the end of theseason.
Members are, if necessary, paid a certaia 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
groundnut, chillies and miscellaneous agricultural produce. The shops connect-
od with the branches of the Provincial Bank sold molasses worth neatly
8 lakhs on commission. The total sale by all the co-operative sale societies
amounted to nearly 85 lakhs. =

The experience in this Presidency confirms the lessons already learat
in other countries regarding co-operative marketing. They may be briefly
summarised as follows :— -

1. The society should be for the commodity and notfor the area ;
and wherever possible a central organisation for dealing with the sawe
commodity should be started. The bigger the organisation the greater are the
chances of success.
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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 societiea enter into a contract with their members binding the
latter 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
bave made a rule making it compulsory ifor 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.

8. Arrangements must be made for the adequate financing of the
producers. If the members are finazced by an ordinary morey-lender,
it is usually likely that the borrower will take his produce to him for
sale, as often the moneylender iv 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 stafl.

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 work of agricul-
tural and land improvement. Three kindsof eocieties which have been or
are about to be: started in this Presidency may be mentioned, We have
registered four societies for.fencing against the ravages of wild pigs. These
have proved success{ul and are not only advantageous for land already being
cultivated butalso for bringing back under cultivation land which had been
abandoned on account of damage done by wild animals. Two Joint Cultiva.
tion Societies have been registered, one of these in a tract liable to famine,
where a1 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 irrijate the land under their command. Besides this there
are bigger projects, like dams acrossnalas, series of embankments 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 ishoped that after this appointment
more rapid progress will be effected. Itis obvious that in the case of societies
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for agricultural and land improvement the advice and guidance of officers
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 oo-operative movement for
long term loans for land improvements. _

For the further development of the non-credit movement, inten-
sive propaganda work is necessary in selected tracts and it is desirable that
such propaganda work should generally be undertaken in areas where oredit
operations have already been successful and the ordinary principles of co-
operation have been understood. It is also necessary to have a paid staff to
carry on the work of propaganda, organisation and supervision. Honorary
workers will help but asthe 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 Presidency 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 Agriculture, with Divisional Boards under them

: formed of officials of both the departments and non-officials taking interest in
cooperation and agriculture. The starting of Taluka Associations with a Go-
vernment subsidy for the spread of agriculturalimprovements through co-
operative societies has also the same end in view. The successful working of
these associations will, it is hoped, give a great etinulus to the
development of non-credit work in this Presidency.



THE POPULATION PROBLEM IN INDIA,

By Pror. C. J. HamiL¥oN, M.A,, Parna.

In a great country such as India, inhabited by people of widely different
stages of civilisation, whospeak many different languages, profess a number
of religions that have little in common, and observe social and ethical rules
8o various that there is hardly any conduct that is not at once condemned by
some section while approved by another, there is presented a series of
problems of profound interest to the student of social evolution all of which
are in onme aspect problems of population. For even in & country so conser-
vative as India, where travel is often almost impossible for very large sections
of the people and where the different social and ethnological groups are-
hedged about by laws and customs that tend to preserve eachin a water
tight compartment there is still at work the ptrocess of competition and
social selection that slowly modifies the structure of society and leads to the
extinction, the modification or the survival of different types.

But it is not as a student of ethnology or of comparative religion that
I propose here to consider the problem of population. The problem 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 the
Ceneus of 1921, I want to attempc an anewer to the question *Is India
Overpopulated 7

« Whether modern-states are in danger of overpopulation and,’if so, under
what conditions, i8 & question that has been fiercely discussed by a large
number of publicists in many countries. At the present time the destruction
of capital and breakdown of economio organisation resulting from the war
has brought much suffering in its train. It has served to bring into renewed

- prominence the question whether numbers are not pressing too hardly upon
the means of subsistence. “The most interestiag. question in the world ”
says Mr. J. M. Keynes, * (of those atleast to which time will bring us an
answer) is whether, after a short interval of recovery, material progress
will be resumed, or whether, on the other hand, the maguificent episode
of the nineteenth 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 tendencics 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 Association
1923). And yet even Sir William Beveridge appears to admit that in some
sense a * population problem ” remains, for he says in the same address,
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¢ Nothing that I have said discredit the fundamental principle of Malthus,
reinforced as it ean be by the teachings of modern science.” It would seem,
therefore. that the problem of population can be stat:d in at least two
ways and that the answer to the problem 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 ona failure to agree as to the nature of the issue at
gtake. It is important to make this issue clear at the outses,

Tae DErINITION 0F 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 would 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 defeot in food materials. It is to thisaspect of the case that Sir William
Beveridge has chiefly addressed himself and to which he has declined
to give a pessimistio answer. He believes that statistics show an increasing
return to man’s labour and that there are large undeveloped resources
which give promise of a continued increase. He asks that hic view may
be confirmed by an investigation into the potential agricultural resources
of the world, Mr. Keynes, on the other hand, is not so confilent 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 production, 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 result in overpopulation.

NOTE.—The phrase * pressing upon the means of subsistence” is capable of
varying interpretations. It certainly does mnot connote * death from starvation’ in
the bald sense. It does not even imply that considerable sections of the people are
living at the lowest possiblestandard of consumption that is compatible with existence.
But it does imply that the death-rate, particularly the infantile deathrate is
directly swollen by reason of poverty and that this poverty is due to excess of

numbers. Somostimas ths st1ts of rolative overpopulation is defined as relative to an
optimum population. At any given time relative tothe existing resources of  produc-
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tion and the methods of economic organization there will be a certain number of the
“people which 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
excceded, 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 isnct 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
Populatlon Problem, page 275)s

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 asthe result of a rational
limitation of numbers. Poverty may be an- effective determinant of the death-rate
while the average jncome per head isrising. 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 justexplained
there is another way of conceiving it. The primary fact may be thought of
» 8 the existence ofa 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 form suggested by Malthus. The important issue is thus
shifted. It is not so much a question of examining the existing 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 overpopulation
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 appearsto me by far the mostimportant and
requires to be put inthefront place rather than, as is customary, to be
concerned mainly with the question of the existence of surplus lands and
reserves of minerals.

We may {ormulate the problem of overpopulatxon, therefore, under two
main heads :
(4} Ts 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 2
() Has the tendency now produced in India an economie c3ndition
that may be fairly described as one of relative overpopula-
tion ?
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To this latter question one recent writer at least has given a tentative
answer : “In India the population has been increasing with disquieting rapidity
owipg to the removal by Eritish 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 €6.) 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 imply? Merely that the economic resources of
India have been largely increased making possible the expression ot 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 not in
itself afford any indication of the nature of the checks by which the Indian
population was restrained before the advent of British rule or now.
This, however, is the essential problem. '

TeE MALTEUSIAN DoCTRINE AND PopuLAR THEORY.

I have distinguished the conceptions of o§7erpopulation defined asa
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 inaccuracy of the “ arithmetico-
geometrical law,” depends on the following propositions :—

(8) 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 inoreased at nearly such
a rapid rate.

(¢) Therefore, unless the people restrain their procreative instinets,
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, acheck which, in the words of
Malthus, made itself felt through the forces of misery and

vice, was to substitute the preventive check of self-
restraint,
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As Mr, Carr-Saunders has remarked * the whole theory isone of:the
comparative (potential) rapidity of the increase of population 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 equal,
form the great difficulty that to me appears insurmountable in the way to
perfectibility of society.” (Essay on Population, 1st edition, Chapter I.)
Malthus indeed defended himself from the charge of teaching that poverty
was inevitable. He pointed out that the preventive check of prudence was
actually operative. * A foresight of the difficulties attending the rearing of a
family acts as a preventive check,” * The 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, byiwhich 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.” Unless
tbese orders could also be made amenable to the dictateof prudence there
remained no escape from their poverty. There is & 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. Mere 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 afact. This, at Ieast, is so if we
sccept the form of his theory as expressed in the later editions of his work.,
He spokein 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
oheck, Itfollows from his theory, however, that unless the preventive
check is operative through large sections of society the state of overpopula-
tion can eonly be a matter of time, Even if we suppose the utmost scope
given to economic discovery and full use of all the unoccupied spaces of
the earth it is yet true, as Mr. Harold Cox has recently put it, that « As any
growing thing inoreases in size its rate of growth must decline ; for otherwise
sn impossible 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
atits present rate for the comparatively short space of 360 years not a long
time in the history of a nation it would far exceed the present population of
the whole world. Such is'the potentiality even in a country 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. Tbat isapproximately the number in all countries,
1f ali the women were healthy, married and produced a child once every two
- years, it would leadjto a birth-rate of 100 per milleor 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 Malthus believed it 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 pogitive 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 resulb of excesslve
pumbers and that relative overpopulation is a fact.

We may now briefly consider the chief popular ebjections lev.lled against
the Malthusian teaching. .

‘Those who have attacked Malthus have usually taken the course of
denying his conclusion by denying the truth of bis second premise,
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 so long as there is spare uncultivated
land of good quality. They then point to the existence of such land in proof
that overpopulatxon does not exist. Or, again, 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 asif 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 f or 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 poverty and the sufficient cure is the relief of poverty. Hence
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 ehe

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 sections of the
people to live above the condition of poverty without the exzercise of the
proventive 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 grade
of workers may be, if the needs of industry give scope for the exercise 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 workers 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 ‘of 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 butional effect in preventing the appearance 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 bolds good. It is to this cause that much of
the seemingly greaer prosperity of industrial countries is to be traced.
Yet the depths of poverty are probably nowhere greater than in sections
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 of
unhealthy conditions may so increase the death-rate that it permanently
holds the birth-rate in check even in & community where ths . level
of wealth is far above the minimum. This is, however, a very unlikely
condition, if we regard a country as a whole, wherever the practices of the
people have risen above a very low level of civilisation. Migration wil] take
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place to healthier regions and the power of nature to give immunity
from disease to which. the body is constantly subjected diminishes its
effects. Where, therefore, the tendency to overpopulation exists there is
likely in an old settled country to be primary poverty over a large class of
gociety. Even in a new country it is likely Lo 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 existence 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. Bub the term overpopulation may be applied so as not necessarily
to connote a death-rate due to poverty. It may bs regarded as relative to a
given standard of comfort. Thus, numbers may have reached a
point at which it is impossible to maintain a given standard of comfort
even though they do not entail such a pressure upon subsistence
as to cauge primary poverty. Finally, it is important o
avoid the error of supposing that all death from poverty is due to overpopu-
lation. There will always be the waste products of socicty, the unfortunate,
the maimed, the decadent who will be unable of their own effort to obtain
the means of subsistence. In the absence of any adequate system of provi-
gion 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 8o certain and regular ;
but though we cannot always predict the mode, we may with certainty
predict the fact.”

We come now o the chief objection that has been advanced to the
Malthusian theory : the virtual denial of the- law of diminishing returns.
This 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-
geometrical law. Professor Cannan has criticised 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 asan 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 *.” This is
caustic, but it is unfair to Malthus. The formal accuracy of his argument
may bave failed, but its substantial accuracy wasfounded in long experience
of agricultural life. No subsequent experience has seriously invalidated the
practical application of the law. - ** With every mouth ” says Cannan, “ God
sends a pair of hands, so why should not the larger population beable to
maintain itself as well as the former.” (Theories of Production and Distribu-
tion, Chbapter V.) The answer is that experience affords no ground for think-
ing that improvementsin agriculture will enable produce to be increased at
as fast a rate as population cen increase. Under any form of cultivation
hitherto practised it is an established commonplace that the point is soon
reached when it does not pay toincrease the capital and labour working on
the land. It is true that in many countries the productive power of the
land is far below what it should be as the result of poor cultivation. This
is abundantly 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, it would not be possible to employ more
people on the land without lowering the standard of comfort.

The denial of the law of diminishing returns 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 the Census statistics,” Having examined the statistios of
population in the Presidency of Bombay he came to the conclusion that the
density was such in the majority of areas and the uncultivated land so
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 cccurred 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 2 means of relieving the land of ite surplus population.
From what, we may ask, did Mr. Ranade suppose that a growth of industries
would provide an escape? 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
increase 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 defeot 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 waunts 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
firet 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
a3 the preventive check to the increase of population iz not operative
this relief . will at best be only temporary. The only manner in which
the increasing returns of manufacture might solve the problem of
overpopulation would be if the temporary improvement of econonic condition
led to an enbanced 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 sometimes 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 fization 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
pregent the law of diminishing returns is an important fact.

As 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 thelaw would be a thing
to ignore, but the last sixty years, although prolific in discovery, have given
Lo indication of the birth of any revolution in agricultural practice.”
(Foundations of Agrioultural Economics, Venn, page 377.)

Another refutation of the fact of overpopulation is commonly advanced
in the form of pointing to Junoccupied fertile land. Risley in his report on
the Census for 1901 remarks that nearly two-thirds of the people of India
occupy only a quarter of the whole area of India, while the remaining third
ia scattered over three-quarters of the area which is still sparsely populated.
The implication is that thereis still plenty of room for the expansion of the



157

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 argumentfrom density is often popularly acceplfed
as a sufficient disproof of overpopulation. Those who take delight in trying
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 mot 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 30 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 isthe 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 2 mere comparison of densities. It might be said that
Mr, Sunderland’s sole 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 instracted 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 temporary safety
valve which may be made use of It does not in the least disprove the
ex istence 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-rate due dircctly or indirectly to poverty. It must be remembered
that excess 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 ate the real economic barriers in the shape of the capital
lnvestment 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 epecial 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 criticiem of the classical doctrine
of population ; namely, the theory that poverty is the cause of overpopula-
tion. This doctrine, which holds 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 thet the higher standard
of comfort may be perpetuated. It appears to me to be a very imperfect
generalisation from a particular and lLmited experience. Undoubtedly the
poor are improvident. And, undoubtedly growth in the standard of com-
fort among the working classes of England and countries similariy situated
has led to the adoption of habits which have greatly reduced the birth-rate.
Itis very far from following that removal of primary poverty will dcive out
improvidence or cause & 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 inno way invalidates the ordinary
theory of population.

With this somewhat long introdustory reference to the theory of the
subject, I will turn to the more immediate question: To what extentis
India now suffering from overpopulation? This problem involves two
enquiries : To what extent is the tendency to overpopulation present in
India? To what extentis overpopulation an existing fact? I shall largely
confine my attention to the first of these questions. -

PoruLATION AND THE MaRRIAGE RATE.

The answer to the first question leads to an examination of the
marriage-Tate, the birth-rate and the checks upon it, and of the death-rate
and the causes to which itis 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 :— ’

ProroRTION oF MARRIED PrRrsonNs PER 1,000 oF EACH SEX.

MaLEs. FEMALES.
ProvINCE, Ace 1921 19111901 1921 1911 1901
1519 228 274 .. 88l 896
Bengal {
20—39 79 817 ... 784 . 792
15—19 450 479 .. 792 828
Bihar and Oriss a {

20—39 87. 830 ... 824 841
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: - MaLEs. Femaiss,
Province Aee 1921 1914 1901 1921 1911 1901
{ 16—19 263 276 290 753 773 W5

- Punjab
20—39 660 661 695 890 882 896

16—19 459 475 495 870 886 878
United Provines: {

20—39 743 78 715 862 8§68 862

{ 15-19 328 349 348 831 851 796

Bombay
20—39 746 770 764 819 840 818

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 yearsof age as Bihar aund the United
Provinces. The variation in the case of girls is also important. Thus
Bikar 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 respeotive pravinces :—

UNMARRIED FEMALES PER 1,000 Femares, 1921.

: United .
Acg, Bengal. Bihar. 5 . . P}Hx]&b. Bombay.
- 10—15 - - - 459 535 488 .744 486
15—20 - - - BB 162 95 227 125

It is not easy to account for this variation, butit may be due in the
case of Bibar and Orissa in part to the presence of a large aboriginal
populaéion and in part to the greater prevalence of the custom of women
working inthe 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
- reproductive ages of lifeis married. The contrast of the state of things in
India and in England is suggested by the following comparison :—

UNMARRIED PERSONS PER MILLE.

Bexnear, 1921. ENaLAND AND

AGE. Watzs, 1911,

A Males, Females. Males. Females.
15—20 ... 766 55 998 988

20—-28 o - - 410 20 857 757
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At 25 more than three-quarters of the girlsin England are still unmarried.
In Bengal they are less than two per cent. The potential effect of this
great disparity in the marriage rate upon the rolative growth of the popula-
tion in the two countries is obvious,

A further fact that is apparent from the foregomo tables is the gradual
rise thatis 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 :—

YEaR. Number unmarried per Number unmarried per

mille, males aged— mille, females aged—
- 10—15 15—20 5—10 10—15
1921 e ee  ae e 868 665 891 494
1911 .. .. .. .. 842 626 81 422
1901 e e ee e 837 608 836 402
1891 .. e e e 826 594 8217 372
1881 e ew . 809 572 313

The recent tendency for the postponement of marriage among young
girls in Bengal is very marked. In the age group 10—15 there were 459 per
mille unmarried in 1921 as against 877 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 combmed 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 nifah,
shadi, or biyah; the home coming of the bride to'the bridegroom, known as
ruksat, or cide, or muklewe ; and the actual consummation of the mar-
riage. It is the latter alone thatis 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 off the duty of marrying a female at the recognised age. But the social
obligation refers to the civil marriage and, according to the Punjab Census
Report, the comsummatien may not take place until many years later
(Report, page 250). Therc are certain ceremonial rules which govern the
practices of cobabitation that have some effect in reducing the rate of pro-
creation. In Bibar these rules are said virtually to prevent women in the
educated clasaes from having chﬂdren oftener than once in three years But
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3i appears to be true that in the vast majority of marriages, more paiti-
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 itis-abundantly clear that very little restraint upon the
increase of population is effected through the practice of abstaining from
marriage. Marriage is well nigh vniversal and economic condition -only
appears to affect it, except in a very small degree, in the shape of short
period fluctuations. Good harvest leads to a boom io marriages, just as
marriage usually takes place at that season of the year when the cost of
_entertsinment i8 cheap. Over a period of years there is only a wvery
gradial 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 BIaTH RaTE.

The fact of primary 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-known that among primitive races thereare two practices
which have an important bearing on the actual fertility of their women,
These are pre-puberty intercourse and prolonged lactation. The former
reduces child-bearing capacity by the injuries which it inflicts, er the divease
which it engenders, among women. The latter appearsto have a donble
effect. It in some measurereduces the conceptivity rate among women and

" 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, puberty has similar effects
if in less degree. It tends to reduce population partly by lowering the
fertility of the women and partly by increasing the death.rate of young wives.
In Bihar the proportion of femalea to males at the age period 10—15 falls
below the ratio 850 per 1000 in the north of the province where child-
‘marriage is most prevalent and this is attributed « to the fact that immatur e
gitl wives amongst whom the death-rate is high are included in +¢his
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 cass of girls and that this leads to an excessive
death-rate among young wives is suggested by the fact that the excess
of the female death-rate over the male death-rate between the ages 17 to 20
is more marked in Bengal than in Bihar. Itis true that the conclusions from
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the age & tatistics of the Indisn centus must be received 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 anmarried girls and the overstatement of

their ages assoon as they have reached puberty.” (Census Report for
Bengal, 1921, page 251.)

This is, however, not the sole cause and the variation in the defect in
the diflerent parts of Bihar and Orissa, closely agreeing with the known
variation in respect of carly menage, corrokorates the view that the defect
is largely due tothe relatively high death-rate of girls at that age period.

The study of the variation of the number of children per family inthe
Punjab according to the age of the wife at marriage admits the * conclusion
that the marriagesin which the woman is below 15 or above 30 are rela-
tively infertile.” (Punjab Census Report, 1921, page 253.) The Census
Superintendent for 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 thew.”

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 conduet, but such a change
will increase rather than diminish the tendency towards an excessive birth-
rate and will emphasise the need for restraint.

‘The two-fold effect of lactation in restricting the ~birth-rate has been
referred to. InIndia itis the rule for women to suckle their children for
two years or even longer. If the result was' to prevent the birth of children
more frequently than oncein 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 Repoit for the Punjab, 1921, page 256).
According to the same enquiry the normal size of the family in ths 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 little
affected during the first twenty years of married life in the case of completed
marriages among the middle classes and 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 amopng the akoriginal tribes of Chota Nagpur is suggested by the
fact that, as I am infcrmed, if a wemen finds herself an expectant mother
within two years of the birth of her last 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 of youthfal marriage and of prolonged
lactation are to reduce the birth-rate to a considerable extent. There seems
no evidence that abortion has an important influence in lowering the birth-
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rate. Although practised to some extent, as, it is allezed among the
widows of Orissa, it is so far;exceptional as to be excluded from the impor-
tant factors controlling the increase of population.

A brief discussion is now necessary of the question 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 tobe 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-rate is calculatel upon a fixed population
for a period of ten  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 for vital occurrences, at all times defective,
is likely to be more than usually 8o 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,
oocurring ab a given time, will reduce thewomen of marriageable age after
the lapse of twelve or thirteen years toan extent sufficient to affect the
birth appreciably. It isthus difficult to argue confidently from the facts of
the published crude birth-rate. It is, nevertheless, commonly held that these
statistics point to a marked. decline of fertility at a time of severe economic
depression. Sir Charles Elliott declares in the Report on the Census of 1911 :
 When scarcity beginsto threaten conception diminishes, the birth-rate of
the famine years is consequently lower than the normal, vhough not so much
lower as the birth-rate of the year succezding the famine is.” This would of
course follow 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 1901 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 the
Nellore district and found that only 2'5 per cent. or one-ninth of the
normal number were pregnant.” But seuch an investigation is not con-
clusive. It may be explained as due to the separation of husbands and
wives since it is well-known that prior to entry on famine relief works
the men are apt to wander away from their families in search of worl,



164 ¢

. The subject of poverty in relation to conceptivity was touched wupon
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. But Dr. Brownlee pointed out that the physio-
logy of the matter was not simple and, in his opinion, malnutrition could
not necessarily be adduced asa cause of lower birth-rate in Germany. An
extended application of the theory that conceptivity is reluc:l by poverty is
made by Dr. Bentley, the Director of Pablic Health in Bengal, in his
Annual Report for 1921. Finding a marked seasonal variation in the
birth-rate in Bengal he explains it by the fact that the points of low
conceptivity coincide with periods of the year just before the kharif
harvest in November, reach high level after the Eharif harvest in
January, and attain their maximum in June after the rabi harvest is
gathered. (Fifty-fourth Annual Report, page 6.)

His theory is that when foodis scarce just before the harvest concepti-
vity is reduced. But he does not apparently takeinto acecount the fact that
there are wellknown marriage seasons when the vast proportion of marria-
ges take place. In Bengal and Bihar the great majority of marriages among
the well-ta-do ocour in January and February while those of the poorer
classes occur about June. This would also bave 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 Orissa, ;in his report for
1922, remarks that in his province the maximum birth-rate occursin the
three months, August, September, October, which would give maximum
conceptivity in November, December, January. ¢¢ This’’ he declares, “isa
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, but for my
own part I am not yet convinged that the pressure of poverty actually checks
conceptivity in the close manner that is suggested by Dr. Bentley. Yet that
there is a cauzal relation between economic condition and the birth-rate there
is no doubt. The corrected birth-rat2 is not so constant a3 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, 1921, Appendix X). (t may be remarked that this seems to show an
opposite tendency to that in Bengal. Dr. Bentley says: * In Bengal there is
& 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-rates 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 coutradiction  in these statistical results may
be explained by the different economic position of the people in the two
provinces. It is well-known that among cultivators producing for the market
& Tise of price may give inoreased proaperity provided that there is a fair
barvest. For landless labourers or thoze 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 bearing upon the
infant birth-rate to which attention must be called. It isaccepted that mala-
ria affects 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-rate 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 that I have been able here to give seem to be that
while thers are important involuntary forces which reduce the rate below the
maximum, of which the cffectsof disease, early marriage, 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, and 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 as 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 defective recording
it would secem that the normal birth-rate isatleast 45 per mille and it
often rises above this level under favourable circumstances 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
economic condition. There is nothing comparable to the reduction which has
brought -down the birth-rate in England and Wales from 354 per thousand in
1880 %0 254 per thousandin 1920.In India there scemsto be no tendency
for the birth-rate to fall, except among such small section of the communi-
ty that no appreciable effect results upon the population asa whole, The

. conclusion is inevitable that the tendency towards overpopulation in India
is powerfully at work and that it is only kept in check by the force of po-
verty and disease. Moreover thereis muach effort directed towards a reduo-
tion in the strength of the checks upon the birth-rate, There is the movement
in favour of the remarriage of widows. Female infanticide will continue te
grow less. Medicallscience is striving to overcome the effects of disease. Admi-
nistrative effort is reducing the dangers of famine, All these influences favour
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anincreace of the birtb-rate. Are these greatly needed reforms merely to
result in increasing pressure upon the means of subsistence ? Are they to lead
to 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 means
of improved cultivation and more rapid industrial development? 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 wholesile wiping out of indebted-
ness by such drastic measures as have been 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 thehigh birth-rate temporarily un-
checked by the high death-rate ¥ To my mind 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 be 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
from equivalent to an assertion that the several economic reforms that
I have mentioned would be worthless. On the contrary they would
greatly benefit the country, but they would not serve to remove the
fact of widespread primary poverty. At present the tendency to excess
in numbers is held in check by poverty and disease, These checks will
remain unless the tendency to increase is itself diminished.
THE INDIAN DEATH-RATE.

It is a well-known fact that despite the high Dbirth-rate the popula-
tion of India has inrecent 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
increase in the case of England and Wales is given for com parison :—

. Periop
1872-81. 1881-91. 1891-0;, 1901-11. 1911-21.
India .. .. .. « .. 16 pe. 96 pe. 14 pe. 64 p.c. 12 p.c.
England and Wales .. 14’4 p.o. 11'6 p.c. 12°2 pe. 109 pe. 49 p‘c.l‘

Thus with & much higher birth-rate the increase in India has been
much slower than in Englani by reason of her high death-rate. It would
be a mistake to suppose however that in- India the high death-rate is
always due to poverty. The same thing may be expressed in a diffezent
way by saying that population in India is not-everywhere pressing upon
the bounds of subsistence. There are, broadly, four kinds of district in
India ; There is thehealthy district with a fairly reliable rainfall ; the un-
bealthy distriet with a reliable rainfall ; and the healthy and unhealthy

districts with an unreliable rainfall. The density of population in the
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mair varies accordingly. In many districts there is comparatively little or
even no pressure.of population on the land where the numbers are kept
down by disease. But in areas where conditions are healthy and the rainfall
is satisfactory the pressure upon the cultivable land isso great that inm
almost all cases sub division of holdings has resulted in many cultivators having
less than economic holdings upon which they can only eke out an impoverished
existence by means 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 uawillingness of the Indian
people to move to a locality which i; known to be unhealthy is well
-established f0 that in close proximity ome may ‘find places
_depeely 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.
The high infantile morality is largely attributable to the evil customs
that prevail at child-birth. ' After delivery the mother is given various
‘nauseous messes, which are often gelected mainly for their supposed efficacy
in scaring demons ; she is kept confined for days in a dark, ill-ventilated room
in which afire iskept emouldering and incense ie sometimes burnt and she
gets no proper nursing and no special nourishment.” (Census Report for 1911),
This manner of treating the mother often reacts on the health of the child.
In Bengalin 1921 it is estimated that some * 30,000 infants perished from
tetanus, the result of the filthy methods adoptel of treating the umbilical
-cord.” (Report of the Director 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 mortality from these causes
was secured, the result would be to increase mortality in some other direc-

.tion g0 as to keep population at the same level relative to -the means of
subsistenoe, To this question Sir Frederick Whyteis recently reported in
the press to have replied that there was no such danger since India was
not overpopulated. There seems to me to be no warrant for such a statement
if the saving of life resulting proved considerable Itis true that thereis
.often ah unsatisfied demand for labour in coal-mines and elsewhere but the
unsa isfied demand forlabour is not large and any great reduction in the
infantile mortality rate would cause an increase in population which would
with difficulty be absorbed without presupposing a much greater mobility 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, isnot a valid argument againat every effort to abolish insani-
tary babits. Partly it is true thatthe very educative means chosen for this
end will tend to bring about in the long run the greater prudence which will
lead to a reduction in the birth-rate, while it is partly true that better sabi-
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 Biharand Orissa had been taken in March 1918 the popula-
tion would have been a million and a half more than it was in 1921. The very-
small increase shownin 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 consequentupon 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 atsuch times-
is a proof that population multiplies up to the limit set by a very low stand-
ard of economic 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 harvestsor unhealthy seasons quickly lead to a sharp-
advancein the death-rates. It thus comes about that while the birth ratesare
on the whole stable from 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 yearsand as between good and
bad agricultural seasons. The excess of population is shown by the rapid
reaction of the death-rate upon unfavourable circumstance.

I 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 asa t:ndency arising from the birth-rate being
go bigh that normal economic growth cannot provide for the increase which,
in consequence, leads to a bigh death rate and a skhort expectation of life. If
the state of overpopulation exists in the Jatter sense there can be no escape:
from extreme poverty 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 astate of
reasonable com fort among her people as the result 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 custom -or economic habit appears pos-
gible. There are many modifications in the economic 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 tolead Indian opinion to-
realise the dangers of the exiating tendency of population and toendeavour-
to shape economic policy in the light of this outstanding fact-



DISCUSSIONS ON THE PAPERS.
Tuesday, 22nd January 1924.

The Conference reassembled after lunch at 2-30 p. m., when the different
papers that were submitted were considered and discussed. The papers, not
baving been previously circulated among the members, could not be
_ taken a8 read. The writers were accordingly requested by the President to
present a summary of their papers, giving the main points they wished to
make, 80 a8 to make proper disc ussion possible,

1. British Imperial Economic Relations
(PAGES 1-8). '
By Pror. A.J. SAUNDERS OF MADURA

Mg.J. A. WaDIA of Bombay:—Prof. Saunders has given us in a few worda
what his paper is meant to convey, namely Imperial Preference,

Before we can talk of Imperial Preference, we must have fscal 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
s question which cannotbe considered because though we belong to the
Empire, the Empire does not belong to us (laughter). England had her protee-
tion and I do not think there is anything like free trade in India. I do not
think for my part England too ever had free trade. She found one-fifth of
humanity under her thumband she compelled them to trade on her terms.
That is not free trade. It is false trade (continued cheers). In epite of coal,
in spite of industry, we in India have not progressed as rapidly as we ought
to have done because the chief partner compelled us to tradeon his own
terms. In the last speech Iread of the I'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 Imperlal
Preference we must have therefore fiscal freedom. I can understand my
friend as an Englishman. Iam not atall here to consider Imperial Pre-
ference, In the guise of protection for others England wants to protect her-
gelf. The one thing we want is fiscal freedom, free from the restraining
influence of England. I admit that England has done well by India in many
ways. I am a great believer in British rule in India but I do not like cant.

Mgn. Kanu~neo of Indore :—I bave one observation to make. According
to this paper India would get preference in articles in which she does not want
preference, and she does not get preference for the very articlesin which she

does want it, In encouraging the export of raw materials and in encouraging
26
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the imports of manufactures we de not advance industrial progress, What we
want is to discourage such exports. We would much prefer a sort of tax which
will discourage exports of raw materials and not try Prof. Saunders’ 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.

Sir IBragiM RammMTULLA:—This is a question which bas been
discussed at considerable length elsewhere too and I think I will
make only a few remarks. There ia 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 Johm Bull were "giving reception to
Madam France with whom an entente had been recently concluded.
There were present: Miss England, Mies 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 development 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 status there can be
no question of Imperial Preference on the same analogy as that of the Domi-
nions. Some of the members of the Fiscal Commission in pointing this out
gaid 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 be vested in the non-
official members of the Imperial Legislature. Except on that basis, no
question of lmperial Preference can possibly be 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 representa-
tive of the Bombay commercial community, the late 8ir Vithaldas
Thackersey, in giving his evidence before the Fiscal Commission said, he was
in favour of the principle ofjImperial Preference, Ipreference which can be
givenjand received on the basis of mutual and reciprocal gain. He was
against any question 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 Indians. 1f that be the prefercnce we would bhave 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 as well as.of England. On that
basis I do not think there will be any differences 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 un-
controlled at the instance and on the initiative of her own representatives.
If you put India on the same basiseven in the present political condition of
the countrywith 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 Impenal Preference can become
a matter of practical politics. '

D&, JoaN Marraar of Madras :—1Is it possible for us by adopting some
kind of Imperial {Preference scheme to replace to some extent the markets
we have lost on the Continent by developing new markets within the Empire.
That 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 and that they have to be recaptured or replaced,

Mr. C. S. DeoLe 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 ¥ Not because India has lost ber markets as
the last speaker has tried to make out, but because England now cannot
stand this protectionist world, England must protect her industries against
foreign competition. So this paper advocates & 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 have been given so far as its advocacy is concerned. Though
this is an economic conference still the question of preference is more
a political issue than an economic issue. When we consider this problem we
slways bearin wind politics. If we bear in mind the political point of
. view, we shall find that so far as vur trade policy is 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 ia clear that the talk of preference is futile.
Qur representative, I mean the representative who representsd the Govern-
ment of India at the last Imperial Conference, said that the Government of
India still beld the view which she held in 1919, that India had nothing to
gain but everything %o lose by the policy of Imperial Preference. So far as
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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. 1 doubt very. much whether the
policy of preference will ind such markets for Indian products as suggested
by Dr. Matthai.

Mr. K. SuBraMaNI I¥ER:—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, wo would be able to create new markets
abroad and regain the lost ones.

Pror. R. M. JosA1:—Dr, Matthai has ralaed the point that it wou]d
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-
ference which might open out to her more widely the markets within the
_Empire. Now let us briefly see how far that is possible, Our principal
exports are still the same as they were before the War, viz, raw materials
and food stuffs. Most of these are admitted free of duty by all countries
whether within or without the Empire, so that the question of granting us
preicrence does not 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 quantitics before the War, If the English market
" is to take the place of those lost to us,it cannot happen with the kind of
cotton weput up for sale, viz. 7/8ths of an "inch staple. We must improve
" the staple to, say, 1%!-.11 inches: When we do that, we won’t have to' be:
for preference by granting preference ourselves to Engllsh 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 canmake 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 hides improves, wewon’t have to ask anybody
for preferenee to get them sold. But, by the way, are we 80 anxzious to ‘get
the hides sold in the raw state ? Won’t we prefer to tan them ourselvesand
gell the leather ? Won't we still more prefer - to- make the leather goods

ourselves which at present we import? Ourjute  and rice need
" no preference, por does our tea, In  short, - Imperial = Pre-
ference can help us precious little to make up the loss of -our continental
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markets. The warhas not changed the nature of our problem in this respect
as Dr. Matthai seems to think, That is why Sir Charles Tnnes (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 from 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 Mg. SAUNDERS :(—I 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 India is a foregone conclusion and
‘in & short time we shall have 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
opportunity to get together = and work together economically and
we can have a well-defined econ omic policy just as well as we can bave a
well-defined political policy, snd adopt Imperial Preference for mutual
benefit. '

2. The Tariff Board and Indian States

(racEs §-11).
By Sirpar M. V. Kise or INDORE

In the absence of the Sirdar, the paper was presented for discussion
. by Prof. H, L. Kaji of Bombay. . '

Pror. IvENGAR :—What I have to point out is that Indian States have
at present to pay a double tax. The goods that pass to the Indian States are
only in transit and they obviously should have a right to ask for a refund of
the duties charged at the port. '

Mr. C. S, DeoLE :-—We bave not got information enough to say anything
on this question, It isa question of duties between different Native States
and the Government of Indis.

The Native States claim, one of the speakers said, that they are indepen-
dent countries and that they should be treated as foreign countries apd that
they can- certainly claim a share in the customs duties and other revenues.
But, as a matter of fact, though in theory they maybe independent countries,
they are not independent countries; they are treated as subordinate

~ ocountries.

If India were to be brought under one rule, the Native States would
occupy the position of provinces not that of independent countries. If
this is the position, no Indian State can claim a share of the profits in the
revenue derived from the customs duties. I. can quote instances, 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 end cry was raised hy the
people against these duties. It was really a terrible thing and several of us
gaw the hardships and iniquitousness of tho whole thing. Next year the
Ahmebabad Congress was beld and a resolution was brought forward, which I
had the honour to second, thatthe 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 till the customs barrier at Viramgam was
removed. There is no doubt that the question raised by Sirdar Kibe deserved
careful consideration.

Mg. J. A. WaDIA maintained that the Native States could 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

J anu&ry.

A visit to welfare institutions was arranged in the eveningand 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 creche where the
babies of the women operatives were taken care of by a competent staff of
nurses. They then visited the Sir Currimbhoy Ebrabim Workmen’s Institute
where the Superintendent, Mr. 8. B. Kulkarni, gave a clear idea of the welfare
work doue for the Currimbhoy group of Mills, through the Social Service
League. The party was then taken to the Bombay Workingmen’s Institute
where Mr. N. M, Joshi, M.Li.A., of the Social Service League, explained the
very useful purpose served by the numerous activities undertaken by the
League for the welfare of the workingmen of Industrial Bombay,
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The Conference met again on Wednesday at 11-30 a.m- in the University
Convocation Hall, Sir M. Visvesvaraya presiding.

The morning sessioniwas taken up in considering currency questi.ons_ and
the papers thereon were presented by the writers, The discussion that
ensued was interesting and took up also part of the afternoon.

3. The Government of India and its Currency Policy
" (pAGES 90-102).
By Prors. P, A. Wapia anp G, N, Josar or BouBay.

4 The Gold Exchange Standard during and after the War
(pAGEs 82-89),
By Pror. B. R. CHATTERJI oF AMRITSAR,

5. The Gold Exchange Standard of India (Pre-war Period)
(pAGES 103-106).
By Mr. T.J, KuMAraswaAMI oF MaDRas.

Me. J. A. Wap1a :-=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:silver standard lis a capital standard,
It served all our purposes and prevented, fluctuation in pricea I

think if you wish to havea gold standard, then jyou must have a igold
currency also. If you cannot have a gold standard without a gold currency,
then the sooner you go backjto the silver standard the better.

Pror. HamirroN :—I plead for a gold exchange standard. It is some-
timea urged tha t India ought to have gold standard becsuse India is s credi-
tor country. I submit that India is not & creditor ocountry. The essential
conditio n of a creditor country is that it must have a balance of
claims on other countries in excess of the claims which the other
countries might have upon it, I maintain that India does not fulfl
that condition. In my opinion, India is a debtor country. I should
point out that the views of bankers 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 has not a gold standard at the present time. She
has a gold exchange standard and her present policy is to watch and wait.
It seems to me that the arguments in favour of;agold exchange] standard are
increasingly accepted by statesmen, bankers and jeconomists in the whole

world. I submit that it is not right to say that the gold standard is the
only petfect system. This was the view held by Baron Rothachild thirty years
ago; but it is not held by the bankers of to-day. ’
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Mg. B. F. Mapox :—The policy of Government for the last five years 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 which
had been deliberately adopted thirty years ago, that is 1s. 4d. What we
aim at is to see that the ratio of 753 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 standard to be dealt with than the gold standard.

Princrear M. L, Tannan :—I am not going to detain you with the various
arguments which can be advanced insupport of a gold standard, I may
gay 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 so for a country
like India. The gold exchange standard may be good fora 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 willbe available. Then with regard to the experience of
small countries referred to by Prof. Chatterji, I wish to say 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 gold exchange standard , the Government of the Straits Settle-
ments had toincrease 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 country like Siam may not be gocd for a
large country like India, I do not take it that whatever is good for one
country is bound to be good for another conntry, 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 country in the world where the bank rate jumps up 75 per cent in
thé course of three to four weeks every year as it does in India. Even with a
very high bank rate, the money market is very tight, whereas at the same’
timé the bank rate in other countries remains as low asfive per cent
Thé reason asfar as I can seeis that the money which is available in other
countties 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 'piepa'r‘éd to take the risk of sending money to this market, although
the bank frate here goes up to 8 or 9 per cent when in the 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 gee is that England
was the first country to adopt the gold standard (applause): It has
become the centre of international finances 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. Ido not demy that that there may be
individua! economists who hold that it is not necessary for England to go
back to the gold standard. One of the chiet 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-I would point out that during
the years 1920-21 she exported & 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.

Pror. B. K. TEARORE :—The classical tBeori_es, the classical formule 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
had 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 and reacting on
one another more rapidly and to a greater extent than ever before, and
this seneitive interaction is increasing by leaps and bounds.

Price statistics, trade statistics, production statistics, bank statistics,
bullien and mint statistics and paper currency and fizance statistics are being
noted more and more carefully everywhere ; and these figures are becoming
available for the stadent from all the principal centresall over the world to
an extent not possible even twenty years ago '

The period 1914 to 19211is 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 thatscientific study would gradually evolve from- it would,

for the firat time in economic history, be such asto 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
27 '
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and if we succeed in evolving an international authority like the League of
Natione as an arbitrator between individual nations, it is conceivable that we
may also have a single international currency for international trade, and
each political and economic unit will havein 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 off.

From this more limited point of view of immediate utility the practlca‘
economist may say—

(i) Violent changes must be avoided at all costs.

(i) We must gradually slide into a system involving far less
interference and manipulation than to-day. In fact ceterus paribus
that system is the best which involves the least possible interference
and manipulation by the State.

(ili) As steps towards this goal, may be most urgently recommended
for adoption at the earliest opportumty—
(a)—A free market in gold.

(b)—A free mint for gold coinage.

(¢)—A sytem of paper currency in which the currency note of
the highest denomination only is a promise to pay on demand
—not s0 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 Jabel officially
or popularly to be attached to the system is a matter of no consequence
- whatsoever,

Pror. R. M. JosEr:--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
of Europe like Mr. J. M. Keynes have declared to be the ideal curzeney
system, which nations of Europe and America are going to adopt because
they want an alternative to the gold standard which hasfailed to stabilise
prices. Now, sir, abnormal growth in one part is as bad for a nation as
for an individual. Iodiais admittedly half a century behind the world in
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meny- matters like agriculture, mdustry, commerce, politics and social
reform ; but in currency she anticipated the latest developments of
scienf.iﬁo theory twenty-five years ago. What we must doin this respect,
therefore, in order to ensure harmonious growth of all paits of the body
politic is to go back to the good old gold standard as it was understood
in England for a full bundred 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 best in the civilised world,
backward India will gladly adopb it. Let us not try to jump when we can

hardly limp,

On reassembling after lunch at 2-30 p.m., the dlscussxon on the currency
policy was resumed.

De. BALKRISHNA :—Are we going to sacrifice the stabilisation of prices
in India for the sake of stabilisation of the foreign exchange which I do
not want? Thisis 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 Caleutta. In the villages whers more than
95 per cent of the population of India is to be found, the credit system has
not been well developed. What I feel isthat the gold exchange standard
oan only work in a country where the credit system is highly developed.
A learned writer once calculated the ratio of credit to cash. In England,
if I remember aright, only } per cent is being done by cash, while 995 per cent
of the whole business of the country is being done by credit, What about
the thing here § 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 eurrency. Why is it only
New York and London thut have these stores of gold and why not any other
country, 8ay, India 2 India represents 1/5th 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,
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we require gold being stored in our country. We need not trust New York
and othera. 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
vigible thing, on which the people of the backward classes wholly depend
in villages. In the villages people do not accept currency notes ; those people
have no faith in currency mnotes. They want eomething tangible and that
is gold. '

Pror. 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 will 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. Iknow the greatest difficulty was put in the way-of any one who
wanted gold in America. With silver dollars in circulation, with dlﬁiculty
putin 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 specially brought out is: Why was it that England
was in a position to maintain a free market ? I maintain that it is largely
because of England's position in the international markets, E.gland’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.

Mz, T. K. Duraiswami Arvar i—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
ourrency. 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
stabilicy. Most economists agree on this point that we must have gold in the
background because we have not reached a state of international agreement
on the basis of working by index numbers. When disarmament comes,
then the world and commerce would go side by side. The idea of having
a gdld standard along with a gold currency circulating is not possible,
As for the point raised by Mr. Tannsan, they would not agree. Bring it in
par with gold. Then you will see England would not go back baving
sovereignsin oirculation as they-were before the war. Asfor India, which
is the best currency ? As for the best standard, economists would agree
whatever their political prejudices might be, that goldis the best standard.
For all our arrangements 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 thst 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 credit system
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 economics
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 eflective in developing trade and industries. Then as

regards the sudden jumping of the bank rate, the previous speaker pointed
out that with bank rate manipulations England is able to-day to have g
tree gold market. England has been able to have a free market 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-rate 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 important places have

not given. sufficient attention to 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.

Pror, WarBURTON :—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 for a number

of years. Practically we have none. The second system is a gold standard

without a gold currency, One of the speakers spoke about the difficulties of

getting gold. I will take it that be 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 America. We have several coins in the
United State of America circulating. The 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 i8 not convertible into gold within the country but is convertible,
whenever wanted, outside the country, This can bs done by having
a gold reserve. I do mnot 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 had 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 gold standard with a gold currency. Gold
standard convertible with gold or a gold exchange standard wity the
currency convertible outside the country are in fact essentially the same.
But here i3 a point that is widely confused. Neither the 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 have a gold
standard. Some are for a managed standard based on prices or some-
thing like that., Whether we should have a cucrency 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, Ileave for discussion.

Mg. G. FINDLAY SHIRRAS :~—I should like to make a few remarks purely as
an economist and not as an official. The question ef managed currency is one
of vital importance. I have some experience of it in this country end in Lon-
don I was amazed at the amount of management that exisited 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 America and in India. That isa 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 etandard, it has the defect of elasticity as pointed out by
economists from time to time but that is being tackled very carefully at



188

the present time. Unfortunately, this Conference has taken place at a time
when in India the currency position is rather difficult on account of various
factors, seasonal especially, but that is passing away.

RerLY BY Pror. P. A. Wapia:—There are two distinct questions
which we have discussed in our paper. One isthe 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 firat place take the gold exchange standard on its merits. We have
been told that even as early asPlato 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 ptactically
acceptable standard for currency purposes which you can haveisa 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 isa 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 bankrapt 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. If' we
have the gold exchange standard genuine, let us have the gold in India.
That 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 policy for all
purposesmust be the policy of laissez faire. Let uskeep 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 Conference then proceeded to consider the following three papers :—

6. 'Non.credit Agricvltural Co-operation in India

(pacEs 42-146).
By M. J, A. MapaN, 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
(pPAGES 46-51).
By Pror. H.L, Kast or Bomsay.
8. Housing of the Working:Classes
(PAGES 42-45).
BY Ra0 Bagaour 8. 8. Tarmaxi, HoNorARY SgcRETARY or THE CENTRAL
Oo-0PERATIVE INSTITUTE, Bousay,



184

Br. JorN Marraar :—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 has been very
little investigation in many provinces. As for the question thatindebted-
ness has been reduced by the credit societies, one has 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 side If you really want to reduce theindebtedness 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 youmust 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 short deposit basia.
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 difficultieslie in stimulating the loyalty of members. Loyalty of
members is not an ethical question. If you are able to secure really cheaper
pnces for your men, then they are prepared to be loyal to your society. In
parts of the country with which I am familiar, it seems to me that co-operative
stores have failed because to a very large extent in our country, the gulf
between the retail prices and wholesale pricesis 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 diflerence; but the retail shop-keepers in India want very little profit;
therefore they sell 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
benecessary for us to begin with a sale of such articles ; but there too unless
we choose articles of a kind in regard to which thereisa wide gulf between the
retail and wholesale prices, it is difficult to make it a success. The fundamental
reason that the oredit 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 movement to & -certain extent, its popular
character. '

Pror. G. N. Josar:—I am in agreement with Dr. Matthai, 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 market. The most important raquisite is to wipe
out their debt Remove the inoubus 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 the agricultural population. Government has large resources.
* It can gtart a bank and these creditors may be entered as depositors. The
Government must interfore and must help the debtors. By the inter-
fereace of Government 6 per cent interest will be given to the creditors, You
can thus eliminate the debt of the agriculturist. Heavy indebtedness is a
handicap that cannot be removed merely by the co-operative movement.
The only panaces is the co-operative credit movement so arranged to
promptly remove the indebtedness.

Pror. B. G. BaaTyaaa R (referring to Rao Bahadur Talmaki’s paper):—
Let us not ac31se Governmen’; it is the Givernment that has taken the
initiative. Thecause of failure is the laock of intersst amoang agricaltural
classes. People do uot look upon the co-operative societies as their own:
In Bombay there is perfect disregard to the hygienic element of the housing
system. You provide one-room tenements. Iwould submit that the peopls
of Bombay should take a wider view of things and approach the problem
of bousing from the point of view of comfort, hygiene and sanitation.
Thers must be some place for children to play.

Pror. MyLEs, referring to the progress of non-credit co-operation
in the Punjab and particulatly to the progress of the co-operative. consolida-
tion of holdings inaugurated by Mr. Calvert, said :—If lower prices were
adopted, I fear opposition from the retailer- If we start the 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 énable stores to inspire confidence in their members or in the public.

PrincipaL T K- SEAHANI:~I may say our stores consist of members
who are employed in Government and in private services. How are we to
realise the amount due if we give any credit to the such persons, Such sort of
credit sales can be encouraged only if there are credit societies who can
guarantee to the stores society and authorise it to give credit up to a
certain amount- As for the success of credit societies, I have only
on: remark to make I quote the report of His  Excellency Sir
Edward Maclagan {when he stated that many of these credit societies,
which are limited, are conc:ras masyuerading under the name of
co-operative societies and do not serve any purpose in ameliorating

28
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the condition of the masses. I can say, that many of these limited concerns
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.

Mgz, Kumarswaurt said that the condition of people who ow ned land was
better than that of those who do not possess land.

Pror. B. R. CEATTERTEE:—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.

Dr. BaLkriseNa .—In addition to the reasons advanced by Prof. Kaji, I
may give three more reasons of the failure for the store movement in
India. 'The first is amateur management. Those who are enthusiasts come for-
ward, but they have no business experience and it is no wonder if they do
not succeed, The second dificulty 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 at 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 informatioa is not forthcoming to the - people, The
third difficulty 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 thinzs on credit
He will get goods, paying the money 2 or evén 6 months after.

REPLY BY ProF. Kasr :—The discussion has really, I am afraid, gone
off at a tangent and related to questions which did not arise from the
papers read. The success or otherwise of credit societies in relieving
agrar.an indebtedness was not an issue before the meeting. One paper
dealt with non-credit agricultural co-operation and the other with the
consumer’s movement and I woull have been very glad to have had
views of economists and co-operators as to what they conceive are the
reasons for the non-development of nou-credit rural and urban co-operativ.
movements. Regarding the question 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 in it, I may state that in
Bombay at any rate, long term loans are being advancel by Government
through credit organisations in approved cases at a very moderate rate of
interest. Co-operative credit has its limitations, of course, but to
stamp it as a failure because, it has not enabled the ryot to wipe out
his old debts wholly is surely not fair. Unless investigations by economists
are undertaken to discover how the co-operative credit system huas
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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 societies are growing in number, working eapital
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 smali and leaves no scope for the
co-operative store organisation. 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
gales, 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
thinke ignorance and amateur management are at the root of the failure.
Heis 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 such 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 Conferencé
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 businessmen were present
and an enjoyable evening was spent, ‘
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The morring was devoted to the annual business meeting of the Indian
Economic Association.

The Hon, Mr. Lallubhai Samaldas, CI.E., was elected President of the
Association for the uext 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 Statistics 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 towards the end of December.

The Conference reassembled after lunch at 2-30 p.m., when the papers

on the Population Problem, Agrwultural Improvements a.nd Industrial Deve-
lopment were considered.

9. The Population Problem in India.
(pacEs 147—161.)
By Pror. C. J, HamiuroN oF ParTna,

Pror. A. C. FERNANDEZ :—The question is what kind of population we
have got. This question has not been investigated at all. We discuss 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 tofind out whas 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 ?

Pgor. WARBURTON (—There is too much prohibition of the remarriage of
widows, These measures really involve co-operation by the people. They cannot
be carried out simply by an official fiab. We-—cannot have the widow re-
marriage introduced unless you have this co-operation and that
eort of co-operation seems to me to involve a change of habits. I think the
statistics from Europe clearly bring out this point 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 masses. That is the great economic tragedy of our civilisation,
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Pror. Wapia:—The question is whether India is overpopulated or not ?
It seems to me that it can be decided by a' reference to a simple fac:. The
question of population is primarily the question of relation between the mem-
bers 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 suggests, I wishit was
suggested, that England was overpopulated because her food production is
not enough; but, India is overpopulated because shehas more food than
people require, It is a question of population and the distribution of pro-
duction. Lor the purpose of distribution 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 people are starving in India, it is no use crying out about an excess of popu-
latipu. 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 povertyin India is entirely due to different causcs.
I am not going to that question. The whole question reduces itself to this
thas the public suffered 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.

Pror. G, N. JosHr :—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 fixed returns
the country is under-populated ; if that point is reached, it is sufficiently
populated ; if that point is reached and more, then it is overpopulated, 1n
agriculture also, it is expected that there is sufficient scope for production,

-The implication of this paper is, because you are poor, you are ow;etpopulated.
I beg to submit that this implication cannot be proved in the light of facts
existing in this country.

Pror. BEATNAGAR :—In India thereis a tendency towards overpopula-
tion, I will say. My study of the population of India convinces me that
therc is a tendency towards overpopulation. To have a tendency towards
overpopulation is different from to have actually overpopulation. Gut 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 problem, the qualita-

- tive aspect of the problem. tells me that all this is due to a peculiar pheno-
menon, the lowered vitality of each successive generation and it is the one
important factor that people should keep in mind. The problem that popula-
tion in India is getting weaker and weaker is more important, when looked
at from any point of view. Those who are inter:sted whether in labour
problems or as manufacturers of goods will do well to study the causes which
have brought about the decrease of vitality in the Indian population.
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Pror. PrERWANI :—This problem is a very intricate one, and to decide it
in the off-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 different regions in India. Then the
possibility of different industries have to be considered. Similarly the possi-
bilities of the different 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

Pror. CHATIERJEE :—In this connection I agree with the previous
speaker thatit 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 1east desirable.

Pror. R. M. Josu1 :—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 am afraid this diagnosis does not explain why India is, relatively
to other countries, so very much poorer, because even ib 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 mumbers and
their material well-being is prepetual, as Malthus indicated more thana
bundred years ago. In fact, the problem of human poverty cannot be
finally solved unless human beings realise their responsibility 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 & higher standard of life for the succeeding generation. It is not
enough that only the upper strata of society should realise this truth ; it 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’e mastery over nature, may banish
poverty for good and release man’s energies for the pursuit of nobler ends.

RePLY BY Pror. HaMILTON :—Several speakers seem to me to have
jumped to the conclusion that the population problem does not exist, because
India is not overpopulated. Ihave made it perfectly clear in my paper that
India is saturated with people. I appeal to students of economics not to
sccept 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 viewsand some views™ which are regarded as popular views.
Sometimes it is suggested that the poverty of India is not due to over-
population, but to Government administration. Thatis an unscientific preju-
dice. Ido 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 increaseis also a cause of poverty.

10. Agricultural Improvements in India
' (pacEs 18—34).
By Pror. P. Basu or INDORE.
- 11. Agrioultural versus Industrial Development
(PAGES 35—41).
By Pror. R. M, JosHI oF BoMaay,

Pror. Mvrgs:—There are a large number of statements made in
Mr. Joshi’s paper. They may be tru: 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 1s poorer but not so when compared with Italy, Russia
and such other countries. Tet us take the Punjab. The food of the
ordinary Punjabi consists of wheat flour, ghee and milk, which are commodities
that many parts of Europe do not eat. They take ghee which is more
nutritious than butter. So in the Punjab at any rate the scale of
diet from this standpoint is extraordinarily high. The working classes of
Germany do not get Wheat to eat ; they have to be content with rye,

Pror. H. L, Kajx1:—Mr, Basu has done well ta 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 toconvey by his paper. The title seema to imply an
antagonism between agricultural and industrial development. Does Prof.

:Joshi seriously mean that agriculture, the industry which at present
maintains more than 75 % of the population, needs no improvement; and
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that indastrial development is the only thing uecessary ? The concluding
sentences of his paper however recognises the complementary nature of
these two. In his desire to emphasize the necessity for rapid industrial-
ieation, he has made statements, I am afraid, that will not perhaps bear
critical examination, With the general theme of the paper, 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.

Pror. ‘WarBURTON drew attention to the per capita production of
certain agricultural commodities in the United States of America and
showed how the figures there were much

higher than the corresponding
figures for India, ' : o

Dr. BALKRRISHENA maintained that ruralisation had gon® om very
rapidly in India. Since 1911, 49 million peopls had been ndded
to the agricultural population 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. Thedensity of population was in the neighbour-
head of 200 per square mile. It is clear therefors that greater trans-
port facilities and rapil industrial dsvelosm2nt were very urgently
necessary in India. : : v

Tae Hon. Stk IBrarIM Raa1MTULLA :—The discussion on the papers tempts
me to make a few observations on the general question. A few years ago
the Asgociated Chamber of Commerce of Great Bp_igair} and Ireland passed a
resolution to the effect that the economic prosperity of a country d‘epended
on the extert to which they obtained their supplies from.their own sc.)i] and
from their own factories. That only means that India’s economic pr?s-
perity can be reached by intensive agricultural developments and mt;en;txve in-
dustrial developments. The two should go hand in hand and the great minds of
India have for more than a generation applied themselves to this pl:oblem
and have been seeking remedy. They havehad several commissions inquir-
ing into the various aspects of this big question, bu.t I think the people
of India will not be satisfied till after the fullest enquiry that may Pe neces-
gary for practical and effective measuresto be ado'pted -for the intensive
development of agriculture and simultanecusly for the 1_ntensxv-'e devel.opment
of other industries, as far as possible they might obtain thelr_ supplle‘e fran
their own country and from their own factories. Personally I t}.nnk th:{.t 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 matt?rs: not oPly
agricultural development, but to co-ordinate efforts by one commission which
ghould 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 urfged b.y
some economists  that Indian production of food - grains is
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inadequate to meet the food requirements of the people of India.
Itis 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 of the
growing population of India. But the population of India has got a vast
field for its economic regeneration. Iadia is very simliar to the United States
of America, which is both agricultural and industrial. 1t 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 appesl to economists to try to raise India to the height of economic
prosperity. *

Dg. Joayx Marraar:—Canada and the United States of America have
enormous scepe for agriculture, but in spite of this they have developed
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 observationsabout co-ordinating industry
and agriculture and said that no country could economically become prosperous
unless in both these directions, intensive efforts were made.

Pror. R. M. Josmr replying to the discussion ssid :—My main thesis is
that we in India have at 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 employel, and partially fed, clothed
and boused, 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, ‘the better. I have seen no
reason 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 evening, the members were entertainel to Tea by Prof. K, T. Shah of
the Bombay Ugiversity in the South Wing of the University Buildiags.



Friday, 25th January 1924.

The Conference held its last day’s sitting at the University Convoca-
tion Hall on Friday, 25th January, at 11-30 a.m.with Sir M, Visves
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 read 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 inclading 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 M. G. FinpLAY SHIRRAS, DIRECTOR, LABOUR OFFICE, BoMBAY.

Before presenting the 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
request 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 in his paper
required some alterations. .

The table at page 69 should read thus —

Exzports—
1. Exports of merchandise and treasure
(Visible exports) o .. 842,34
2. Funds borrowed in England for interest, charges :
(para 4) (invisible exports). - e 13,12 .
Imports— ;
1. Imports of merchandige and treasure 312,42

2. Allowance for under-valuation of imports of
merchandise and treasure (gold and
silver)” (5 per cent of Rs. 31L41 ‘
lakhs) ) . . 15,57
3. Visible imports of funds (Net) .. .. . 2,48
4. Invisible imports -—
i. Expenditure in interest for overseas capital

invested ip India e 26,25
ii. Expenditare for shipping services I—- .. .- 22,15
iii. Expenditure for commissions 1 (mainly finan-
cial and insurance services) e e 9,00
iv. Net expenditure for other services e 4,00
Visible Balance of Trade (Net) . 11,87
" Invisible items (Final figure from both sides) .. 17,13

Final Balance (Visible and invisible items) | .. - 5,26
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The table at page 73 should read thus :—
British Seaborne and land frontier

Exports .. . 82870 3,98 262 334,60
Imports - - 240,30 64,96 510 310,36
Excess of exports (+) - 24,24

Excess of exports of merchandise
and treasure for non-British
territories (Estimated) (-+-) ... 3,20

Total w  + 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 :— i
C—Laxp FronrTiER TRADE.
22. Imports of merchandise - - 16,11
23. Imports of treasure . . 2,17
24. Allowance for under-valuation of 1mports of
merchandise and treasare (gold and silver)
(5 per cent of Rs. 311,41 lakhs) 15,67
InvisiBLE IMPORTS. -
95. Expenditure in interest for overseas capital

invested in India - . 26,26
26. Expenditure for financial and insurance
gervioes 1 es’ e - . 9,00
27. Expenditure for shipping services ¥ 22,16
28, Net expenditure for other services - 4,00
VisiBLE BALANCE or TRADE (Net) . 11,87
IxvisieLe ITems (Final figure from both sides) 17,13

)

FixaL Bauance or TrADE (visible and invisi-

bleitems) ¥.. - 5,26

Mg. K, Dugaiswamy IvEr emphasized the necessnty of Zattaching one
and one meaning only to the expression, ¢ Balance of Trade’ and said that what-
ever be the 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 students of economics. He
further held that excluding Government stores in the preparstion of
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the country’s balance of trade was misleading and confusing, and
said that the country 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 mprovement only.

' Mz. B.F, Mapox 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 assessing 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 figuresdid 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 be accurate.
A period bad to be taken. They all knew Mr. Jevons’ 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 analysed in this way,

perhaps India would be found to be a creditor country importing -gold
“and silver for so- many years in spite of the natural opposition
“of countries like England and the United States of America who use gold

for ourrency purposes. It was not a creditor country in the sense that
she had jinvested 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.

Pror. R. M. Josmr :—I would like to-call 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,
invisible ¢mports and invisible ezports. I hold further that in getting ab
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 stores and railway materials cannot be excluded, The



197

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 recornmend a
method akin to that detailed by Mr. C, K. Hobeon in his book ** Export
of Capital ”. Mr. Hobson takesthe 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 takingthe
difference 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, sinkiny fund for these debts, interest on debts of Indians in
foreign countries, profits of foreign business houses, shipping companies,
and insurauce companies, profits of the coasting trade, charges of the India
Office, pensions and salaries of Indian officers, 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., Madon referred to India being a creditor country, becauss she .
_imports gold. But this is not true since we may be able to buy gold
but we may be selling future claims againstus. We may be buyizg gold
as a commodity. I differ from Mr. Madon also about the value of such
investigations as these for propaganda work. Itis not such. balances which
are looked into and examined by financiers ; these look to the Government
budget. Neither do the Japanese carry on their propaganda with such Balances.
They advertisethe ir national wealth, the resources on which their Govern-
ment hasa claim if need be to satisfy its creditors.

Pgror. 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 papersin
the last two years. The impartance of the importation of capital into a
country depended on the fact whether or not that imported capital was used
productively. It wasa good thing for & coantry toimport capital if it
cannot provide capital itself ; only it must be used productively.

Pror. JATBAR :—We export visible exports and import in return visible
imports, service and bullion. It may or may not be adv'antsgeous for
us to import bullion. I do not mean to discuss that point at preéent.
But if I sell goods worth say Rs. 10 to you and you pay me goods worth
Ra. 4, services worth Ra. 3, and gold worth Rs. 3, am Ia debtor or a creditor 2

Repiy BY Mg. G. Finpray Smigras:—He said that the discussion 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 wbat India needed next toeducation was more capital—more
ptoductlve capital.
13. The Problem of Poor Relief in India
(pAGES 59-63).
By Mgz, K. C. RAMAKRISHNAN oF Mapzas.

Pror. WARBURTON referred to the footnote on page 61 and éaid that mere
numbers did not suffice to gwe an accurate pxcture of India’s industrial
workers, »

Pror. R. M. Josa1 emphasized the same point and said the Indian in-
dustrial population should becompared 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
a8 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, :

Prop. Myres 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,

Pror. S. N. PEERWANI 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. JoeN MarrEai oF MaDRAS.

Mr. KuMarswamr made a few remarks fabout co-operative societies
for the sale of liquor in India and referred to -the Bengal Gunza Stores Ltd.

Pror. WARBURTON referred to a strong minority that was aginst pl’ohlbl-
tion in the United States of Amenca.



199

'The Conference reassembled after lunch at 2-30 p.m., and .sumnfaries of
the following papers were presented by their writers. No discassion was
possible as the time at disposal was very short ==

156. Indian Economics
(pacEs 131--133.)
By Pror. P. Basu or INDORE. -
16. Teaching of Economics and Stimulating Economic

Research
. (PAGES 120-130).

By Proy. S. N. PEERWANI OF BoMBAY,
17. Trend of Indian Thought in Economiocs
(paGES 134-141))
By Pror. B. G. BEATNAGAR.

The papera on Export Duties and Protection (pp. 12-17) and the Dawn of
Economic Science (pp. 52-88) 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-
inginthe Madras Presxdency (pp- 118-119) 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 thought that an
all-India body like the Indian Economic Association could easily make its
deliberations felt by passing resolutions embodying their considered opinion.
Perhaps one of the difficulties in doing so was the fact that many members
were Government officials and if they passed resolutions contrary to the
policy of the Government, the Government might find itself in an awkward
position.

He then briefly reviewed all the papers that had 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 jof
the Conference was against Imperial Preference.CReferring to Sirdar Kibe’
paper, he eaid that customs duties were being collected by the Government
of India at the ports for many of the imports which were going intoi Indian
States. The population of the Indian States was'about one-fifth of that of the
whole of India. It would be therefore right to set apart onefifth of the total
revenue 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
some thirty-five miles from Bombay could if the means of commanication 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 houses 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 (eorge Lloyd. As regards the
pbpulgz.tion 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 children. 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-
ment should proceed rapidly so as to yield 50 per cent.

He congratula ted Mr. Shirras for his extremely able paper and hoped that
many more such papers would' be discussed in the future sessions of the
Conference.

. With regird to excise pblicy he was of opinion that though it was not
practical politics to think of prohibition just at present it should alw?,y'v
be kept in view, while the trend of Indian thought was in fav our of prohibi-
tion. 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 p-eo?le.
In the Government of India, he thought, there should be a na.tiop-bmldxfxg
department which should keep in close tough with other advancing countries
like Japan, Canada, and Australis.
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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 rematks 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 Indian pation.

The Confercnce was then declared dissolved. The members were then
taken round the harbour by S8, Begum. The low water at Sewri
Bunder made it necessary to abandon the idea of proceeding to the Cotton
Green on the Sewri-Mazagaon Reclamation. The party had a delightful cruise,
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