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PREFACE 

I ehould 1~ very ungrateful if I did not thank Prof. Chiranjiva 
La! of the. Dyal Singh College, Lahore, for. kindly reading the 
entire l\IS. of this book and suggesting inprovements, and Dr. Bltupal 
Singh, Senior Professor of English in the same College and Doctor 
of Literature, who knows enough of both er..onomics and mathe· 
matics to be of material help to· a teacher of economics: I am also 
indebted for aEsistance to L. flam Labhaya, Librarian, Punjab 
Public Library, and L. Labhu Ham, Librarian, Punjab University 
LiLrary. 

TLe present volume furnishes the historical background for the 
study of problems arising out of the crisis "'hich form the subject 
m:.1tter of India in the Crisi1. It deals largely with facts and 
problems of the past, but a knowledge of the pa3t is essential for a 
proper unrler: tanding of the present. 

Unfortunately th,~ gravity of the economic situation is not 
~unir:iently realisetl either by officials or non·officiah. Our leaders 
would talk less about gur, chtzrklza and khaddar if they had auy 
perception of the gigantic forcr> rdeased by scientific progrc::.s in 
recent years. 

The collapse of agricultural prices has ruined the peasantry. 
BHt there is little recognition of this fact in our sy~tem of land 
taxation. The peasant, whose 'net assr::ts' have completely dis· 
appeared, is still gupJJnsed to be able to pay the land revenue at 
tl:e vlll rate of one·quarter 'net assets.' And a system of assessment 
has lwf'n devi~ed '' hirh, in the name of one·quarter 'net assets,' will, 
in effq t, impo~e a heavy tax on the !it,bsistencc of the worker. 

L-\HIJR.E, 

SeptemiH·r :?6. ]rJ.3;'j, ERIJ NARAIN 
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l:RAPTER I 

AREA AND DISTRIBUTION OF POPULATION 

India has an area of 1,809,000 sq. miles, of which 
British India covers 1,096,000 sq. miles and Indian States 
and Agencies 712,000 sq. miles. The mean density. of the 
whole of India in 1931 was 195 (176 in 1921 and 174 in 
1911), that of British India 248 and of States and Agencies 
114. 

The population of India is about 353 millions (1931J. 
This is a little more than one-sixth of the total estimated 
population of the world: 

PoPULATION or THE WoRLD (1931)1. 

Millions. 

Africa 143·4 
America .. 255·-t. . . 
Asia 1,105·~ 

Europe 510·4 

Oceania 9·9 

World Total .. 2,024~5 

Dr. Hutton in the Indian Census Report for 1931 f::ive~ 

1,8:50,000,000 as an estimate.~ But the League figt~re vf 
about 2,000 millions sef:'ms more reliable. 

Dr. Hutton thus refers to our present populalion. 

"The population now even exceeds the late::t t\~lirn~(~~ 

~f the population of China, so that India now fit\\Js tl e 

t Statistical rear-Book of the Leagus of Natinnt, for. 19:;"~ ;,:'. 
~ \ ol. I, p. 5. -
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lists of all the countries in the world in the number of her 
inhabitants. "3 

It is doubtful whether we enjoy that .distinction. The 
Census Commissioner ·relies on Prof. Willcox's estimate 
(342 millions) of the population of the whole of China 
(including Tibet, Mongolia, Chinese Turkistan and 
Manchuria). The figure adopted by the Statistical Year­
book of the League of Nations is 450 millions, which is about 
100 millions more than the population of India. In the notes 
to the population statistics it is pointed out that estimates of 
the population of China by competent authorities vary 
considerably. But according to the census reports of 
Chinese Provincial Governments in 1928 and 1929, 
completed by- estimates made by the Ministry of the 
Interior and by the Geographical Society of Wachang, the 
p9pulation is· about 453 millions, and the estimates' publish­
ed . by the Chinese Maritime Customs Service are higher 
still.4 

· If these official Chinese estimates are even approxi· 
mately correct, China, of all countries, has ·still the largest 
number of inhabitants. 

DENSITY 'AccoRDING To AmnNISTRATIVE DIVISIONS 

The mean density of population gives no idea of the 
actual distribution of population in a country. 

Among the major Provinces, Bengal has a density of 
6"~6 to the sq. mile, and Burma has only 63. Next to 

3 Vol. I, p. 29. 

4 Statisti{;al Year-Book of the League of Nations, 1932·33, p. 25. Note 
•·O China. 
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Bengal, in the order of density, conies the United Provinces 
with 456 persons to the sq. mile, closely followed by Bihar 
and Orissa with a density. of 454. The thinly peopled 
provinces are Central Provinces and Berar (density 155), 
Assam ( 15 7), the Bombay Presidency ( 177), and the North· 
West Frontier Province ( 179). The Punjab has a density 
of 238 and Madras of 328 to the sq. mile (see Table 1). 

There are extreme variations in density in States and 
Agencies. Co~hin State has 814 persons to the sq. mile 
as compared with Jammu and Kashmir's 43 and Baluchistan 
States' 5. Among the larger States, the most densely 
inhabited is Baroda (299 persons to the sq. mile); Mysore 
has a density of 224, Hyderabad 17&, and Gwalior 
134. . 

Great variations in density' are found even within these 
political divisions. In Bengal the Dacca Division has ,a 
mean densi.ty of 935 persons, b~t Loha jang thana shows a 
'rural density of over 3009 per sq. mile, and the l\Iunshiganj 
sub-division has a mean density of 2,413. In a village of 
Cochin State there are actually 4,000 persons to the sq. 
mile. 

In the Punjab, of the five poiitical divisions, Multan 
has the lowe~t ( 160) and Lahore the highest density ( 481). 
Of the Districts, Dera Ghazi Khan has only 56 persons to 
the sq. mile as compared with Jullundur's 713,' Amritsar's 
711, and Lahore's 527. 

DENSITY ACCORDING TO NATURAL DIVISIONS 

Sir Edward Gait, the Census Commission~r for 1911 , 
divided India into 16 Natural Divisions on the basis of 
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rainfall. The statement given below shows the Natural 
Divisions in their order of density:___: 

Mean annual 
Density rainfall in 

per sq. mile. inches. 

I. Bengal 534 76 

II. Behar and United Provinces 
East 526 47 

III. Madras South-East 386 39 

IV. Malabar and Konkan 382 101 
v. United Provin"c.es West, and 

Punjab East and North •• 274 31.. 

VI. . Orissa and Madras Coast, 
North 225 50 

VII. The Deccan 169 30 

VIII. Gujrat 153 24 

IX. Central India East, Central 
Provinces and Berar, and 
Chhota Nagpur 136 47 

X. Rajputana East and Central 
India West 131 25 

XI. Assam 115 92 

XII. Lower Burma .• 80 146 
XIII. The North-West Dry Area .• 72 10 
XIV. Upper Burma •• 39 43 

XV. Kashmere 37. 2"1 
XVI. Baluchistan 6 8 

It would have been interesting to learn how the popu· 
lation of India and density had varied according to Natural 
Divisions since 1911, but the Census Commissioner for 
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1921: thought it "unnecessary to present the statistics of 
India as a whole in any scheme of natural divisions," and 

so also did the Census Commissioner for 1931. 
This information is, however, available for the 

Provinces separately, and it is of great interest as showing 
the relative importance of the causes determining density 
in India. We .shall take two examples, the· United Provinces 
and the Punjab. 

h the United Provinces the natural division enjoyin~ 
the heaviest rainfall is that called Himalayan West. It 
comprises the Districts of Dehra Dun, Nainital, Almora anJ 
Garhwal. The nonnat annual rainfall, in inches, varies 
from 57·81 (Garhwal) to 84·91 Dehra Dun. But the 
average density of this natural division is the lowest-109 
to the sq. mile. The explanation lies in the configuration 
of the land. The districts are hilly, and the per~entage of 
culturable to total area is low ( 12·7). 

The ~atural division of heaviest density is Indo: 
Gangetic Plain, East, with 753 persons to the sq. mile. It 
comprises the districts of Benares, Jaunpur, Ghazipur, · 
P.a llia, and Azamgarh. The average annual rainfall 
t'xreeds 40 inches, and the proportion of culturable to total 
area is 84·6 per cent. This divit=ion can support more 
jnhabitants than Himalayan We~t, though it has much less 
rainfall, because it is a plain. Indo-Gangetic Plain, West, 
has a density of 542; or less than that of the Eastern plain 
Lecau::;e it has less average annual rainfall,, though it has a 
higher percentage of gross cultivated area which is irrigated 
(30·S per cent as compared with 27·5 per cent for Indo· 
Gangetic Plain, East). 
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It is evident that rainfall alone does not determine 
density. Hills and forests reduce the population in propor­
tion to area. Where, however, there are no hills and 
forests, and irrigation not very important, density will be 
found to vary according to rainfall. The most densely 
populated regions of 'India are Co chin, Eastern Bengal, the 
north-east of the United Provinces and Bihar, and they 
receive more rainfall than any other part of India except 
Assam and Southern Burma, where a considerable propor· 
tion of the area is covered with hills and forests.5 

I 

IRRIGATION AS A FACTOR AFFECTING DENSITY 

. As in the United Provinces, so in the Punjab the 
natural division with the lowest density (83) is Himalayan. 
This includes Simla, where density is heavy ( 460) on 
account of the inclusion of a large urban area. The 

5 " The most densely peopled tract in India, a taluk in the Cochin Stat& 
with 1,920 persons to tile ~;quare mile, has the heaviest anJ moot regular 
rainfall, and, con~ersely, the scantieBt population is found in the almobt 
rainless regions of JaiRalmer. The proverbs of the people confirm wbat 
appears to be the teaching of statiatics. They say in Marwar, when~ 

e'migration and the breaking up of bmilies under the stresa of famine hav& 
left a deep impression upon popular speech,-

' August's here, no sound of thunder, 
Sky is clear, -and weather fine : 
Wife I 'tis time for na to sunder, 
You to your folk, I to mine.' · · 

And this is only one instance, no doubt a. specially intimate and path,!tic- · 
one, of count~ess apothegms on a. subject whi·:h toucheg the very life of tLe 
Indian peasant. It is true that the relation between niniall and pr.pu­
lation is not- always so direct and tangible as in the thirsty steppes of 
Western Rajputana. In Burma the maximum density does not correspond 
with the most copious rainfall, and sorue of the wettest tracts are con· 
epicuou.s for their scanty population.'' (Ccn5us of India, 1001, Report 
Vol. I1 p. 8). 
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average rainfall received by the Himalayan division is over 
62 inches. The North-west Dry Area supports 130 persons 
per sq. mile, while its annual average rainfall is only 9· 31. 

The North-west Dry Area includes districts where 
density is heavy though the rainfall is scanty. This is due 
to irrigation. 

The influence of irrigation as a factor in determining 
density is shown by the fact that the district of Lyallpur, 
with an annual rainfall of 12 inches, has a density of 368 
per square mile. In 1891, before irrigation Etarted, 
Lyallpur had only 7 inhabitants to the square mile. The 
canals were opened in 1892 and by 1901 the district had 
a population of 187 to the square mile. The density rose 
to 272 in 1911 and 301 in 1921. 

In those parts of the Punjab ~here crops mainly depend 
on the supply of water by artificial means (canal or well 

irrigation), rainfall has practically no effect in determining 
tl1e incidence of the population on cultivation. This is well' 
brought out Ly the following table:-

Distrids with over 70 Incidence 
per cant of mntur2d ou culti>at· I:aio!all. Canal Well 

crops irrigated Wl21J. ed area. In,:bes. irrigation. irrigation. 

Amrit.~ar 670 2t 40 30 
~Juzaffargarh 568 6 53 2-t. 
Jhang 482 10 53 23 
Lahore 472 18 56 22 
Gujranwala 443 23 55 21 
1\lultan 4.1:2 7 73 H 
Montgomery .. 430 10 61 . 2.3 
Lyall pur 417 13 97 1 
Shah pur 365 15 61 II 
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It will be seen that the incidence does not vary as the 
rainfall. For example, the incidence is heavier in 
Muzaffargarh. than in Jhang, though Jhang has more. rain­
fall, and so on. The incidence_is heavier in Amritsar than 
in Muzaffargarh, but not in any proportion to the rainfall 
in the two places. 

Where, however, irrigation is of less importance, the 
incidence on cultivation varies according to the rainfall. 
This--is shown by the following table:-

Districts with less th&n ~ per Incidenee 
cent of matured crops irrigated on cultivated Rainfall. Irrig& tion. 

(1921). area. Incllea. 

Kangra 984 74 20 
Simla 972 63. 0 

Hoshiarpur 831 35 11 

Gurdaspur 652 34 23 

Rawalpindi 538 32 2 

Amhala 522 32 6 

Jhelum 443 26 5 

Gurg,aon 407 25 17 

Rohtak 39S 20 27 

Attock 340 20 9 
Mianwali 361 12 12. 

Hissar 196 16 16 

The exceptional case of Hissar is explained by the fact 
that it lies on the border of Rajputana and the land of the 
district is of poor, sandy quality.~ 

6 Punjab Censu8 Report, 1921, p. 24, e~. 1eq. 
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More recent figures, showing the relative importance 
of irrigation and rainfall in determining density are given 
below:-

District. 

Sialkot 
Gurdaspur 
Hoshiarpur 
Gujrat 
Rawalpindi 
Jhelum •• 
Montgomery 
Lyall pur 
Dera Ghazi Khan 

Mean Percentage 
density of irrigated 

per sq. mile area on gross 
in 1931. cultivated 

area. 

622 48 
526 29 
475 11 
410 4S 
314 2 
195 3 
226 95 
368 96 
56 52 

Average 
rainfall 

in inchea. 

31·83 
34-41 
29·90 
26·84 
37·17 
26·90 
9·57 

11·99 
5·67 

In Rawalpindi and Jhelum irrigation is of no 
importance and density 1s determined by rainfall. Sialkot 
can support more inhabitants than Gurdaspur because it has 
a larger' proportion of irrigated area, though less annual 
rainfall than Gurdaspur. Dera Ghazi Khan is sparsely 
populated because it receives very little rainfall, and only 
a little more than half of the gross cultiyated area is 
irrigated. 

DENSITY or PoPULATION IN EunoPE 

"In former times," says Conrad, "the growth of 
numbers was chiefly determined by the productiveness of 
1and. The growth of civilization, which implies mastery 
on'r nature in a higher degree, and the development of 
industry and trade, make it possible to become independent 
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of agricultural conditions, and cause a heavy density of 
population also in places poorly endowed by nature. The 
great increase of population among modern civilized peoples 
is due to the growth of trade and industry."* 

The growth of population in the leading countries of 
Europe in recent times has, as we shall see, been far more 
rapid than in India. As regards density of population the 
following statement is instructive:-

DENSITY PER SQUARE MILE 

India. East Prussia. Saxony. Westphalia. 

1872 148 1871 135 1871 440 1871 225 

1921 177 1919 150 1919 805 1919 575 

England & Wales .. France. Sweden. Epain. 

1871 389 1872 177 1872 23 1871 85 

1921 650 1921 184 1920 36 1920 109 

The increase in density in the industrial districts of 
Germany may be contrasted with the almost stationary 
conditions in East Prussia. In England and Wales density 
per square mile increased by 260 in 50 years. In France 
the growth of numbers, for reasons which are well known, 
is very slow. The V(!ry considerable increase in the density 
of the population in certain parts of Germany and England 
and Wales i.s mainly due to the development of trade and 
industry in these countries. 

• Statistik! Erster Teil, p. Bl. 
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The Statistical Year-book of the League of Nations for 
1932-33 gives the area in sq. kilometres and the population 
for different countries, from which density of population 
can be easily calculated. As compared with India's average 
density of 75 per sq. kilometre, Australia has a density of 
less than 1, Canada 1, U.S.S.R. 8, Norway 9, Sweden 14. 
Egypt 15, United States of America 16, and Soviet Russia, 
European territory 22. The density of population in 
France, 74, is about equal to that of India, 75. Countries. 
witlJ lhe heaviest density arc the following:-

Density per sq. kilometre. 

Belgium 272 

Holland 241 

United Kingdom 190 

Japan 171 

Germany 133 

Italy 134 

Czechoslovakia lOG 

Swit:terland 100 

It is obvious that Belgium can support 707, Holland 
()27 awl the United Kingdom 494 persons per StJ. mile only 
with the aid of a highly developed industrial system. In 
these and other European countries a much higher propor­
Li(•n of the population is supported by industries than in 
India ( ~ee Table 3). 36 per cent of the population of 
linlland Jepends for its livelihood on Industry, and about 
40 pt:r cent each in England and Wales vnd Deltjium. In 
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England and Wales agriculture supports about 7 per cent 
of the population as compared with 71 per cent {or more) 
in India. 

With the growth o~ industries there was a decrease, 
both in absolute numbers and relatively to the to.tal popula· 
tion, in the agricultural population of Germany. 

The total number of persons dependent on agriculture, 
fishing and hunting in Germany decreased from 19·2 
millions in 1882 to 17·7 millions in 1907-from 42·5 per 
cent pf the total population to 28·6 per cent. During the 

. same period,. those dependent upon mining and industry 
increased from 16·1 millions (35·5 per cent of the total 

, population) to 26·4 millions ( 42·8 , per cent) and those 
dependent upon trade and transport, from 4·5 millions to 
8·3 millions (from 10·0 per cent of the total population to 
13·4 per cent). 

Between 1895 and 1913 imports into Germany incrcas· 
~d from 4,246 to 10,770 million Marks and exports from 
Germany from 3,424 to 10,096 million Marks. These 
£gures, says Waltershausen, 8how "the important share of 
Germany in world economy."* During this period Germany 
was becoming an industrial country, which may be inferred 
from the increase in the exports of manufactured goods, and 
in the imports of raw materials. Germany was, however, 
able to avoid the one;sided development of a country like 
England, which enabled her to resist the Allies for more 
thtn four years, though she was cut off from the rest of the 
world. 

• Deutache lVirtschajtsgmhichte 1815-1914, p. 461. 
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The development of German industries was at the 
expense of agriculture, and of cottage industries. We have 
already seen that there has been an absolute decrease in the 
numbers supported by agriculture in Germany; as regards 
her cottage industries it is significant that in 1907, while 90 
per cent of the total number of businesses were small 
businesses (employing 1-5 persons), these businesses gave 
employment to only 29·1 per cent of the total number of 
workers. The large businesses (employing more than 50 
persons), 1·3 per cent of the total number of businesses, 
employed 47·7 per cent of the workers. 

It has been well ·said that "The history of cottage 
industries is the history of capitalism." The decay of 
cottage industries is undoubtedly due to the rise of 
capitalism. There is no branch of handwork which has not 
been affected by capitali~m in the leading European 
countries. 

It should. he clear that industrial development (even 
when cottage industries and 8 griculture are declining), 
enables a country to support a larger population, and at a 
higher level of comfort than agriculture alone. 

INDUSTRIES IN INDIA 

We have seen that the density of population in India 
varies D.ccording to agricultural conditions, as determined 
by rainfall, irrigation and the configuration of land. We 

" have cottage industries and also important factory industries, 
but they exercise a negligible influence on the density of 
population. The main support of the population is pasture 
and agriculture. • 
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The following table shows the number and proportion 
<>f earners and working dependents engaged in pasture and 
agriculture ·and industries:~ 

TABLE A 

1931 

Earners and working dependents in 1000 (both sexes}. 

Exploi-
tation of Propor· Propor· 
Animals tion % of tion % ot 

Total.· and Industry. Col, 3 to Industry 
Vegeta.- · total to total. 

tion. (Col. 2). 

lndia 153,886 103,295 15,353 67·1 10·0 

Provinces .. 116,317 78,188 11,636 67·2 10·0 

Assam 3,878 3,252 292 83·8 . 7·5 

Bengal 14,420 9,857 1,269 68·3 8·8 

Bihar & Orissa 15,548 12,059 1,030 77·6 I 6•6 

Bombay 8,511 5,592 1,016. 65·9 11·9 

Burma 6,210 4,322 . 665 69·4 . 10·7 

Central Provin· 
ces & Berar 3,259 6,658 656 30·6 7·9 

Madras 25,901. 12,591 2,269 48·6 8·8 

"' N.-W.F.P ••• 853 529 108 61·7 12·6 

Punjab 8,327 5,040 1,568 60·5 18·8 

U.P. 23,550 17,862 2,630 75·4 11·2 
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In India as a whole as well as in the Provinces the 
proportion of earners and working dependents to the total 
is 10 per cent. The proportion varies in different pro· 
'vinces, from 7·5 per cent in Assam to 18·8 per cent in the 
Punjab. 

Earners and working dependents do not represent the 
<entire population. There are also non-working dependents 
to be taken into account. According to the Census Com­
missioner for 1931, 11 per cent of the entire population is 
.dependent on Industry. The proportion of the popula· 
tion dependent on agriculture is considerably more 
than 67 per cent, which is the percentage of agricultural 
earners and working dependents to the total number of 
workers and earning dependents. 

The Punjab is not an industrial province. . As shown 
by Table B excepting Assam and the N.-W. F. Province, 
it has the small~st number of factory employees ( 49,549} 
in British India, and yet of all the Provinces it shows the 
1argest proportion of earners and working dependents sup­
ported by Industry. What is the explanation of this 
riddle! · 

Most of those engaged in Industry in the Punjab, as in 
<>ther Provinces, are cottage workers, Factory industries 
~upport less than 1 per cent of the population. About 10 

per cent of the population is supported by cottage 
industries. 411 

The figures in Table A above only mean that the Pun· 
jab has more cottage workers relatively to her population 
than other provinces. 



16 INDIA BEFORE THE CRISIS 

The following table compares male earners in certain 
industries in Bombay and the Punjab:-

TABLE B 

Male earners in. certain. industries in. Bombay and the Punjab in 1000 

Order Bombay. Fu.ojab. 

5. Textiles 297 271 

6. Hides and skins •• 13 11 

7. Wood 82 154 

8. Metals 35 76 

9. Ceramics 39 107 

10. Chemical products 16 38 

11. Food industries 26 49 

12. Industries of dress and the 
toilet 152 3U 

14. Building industries 54 33 

17~ Miscellaneous and undefined 
of which 66 16~ 

Group 93. Makers of ornaments 
and jewellery 36 46-

Group 100. Scavenging 17 109' 

ToTAL •• 780 1,245 

(Source: Census of India, 1931, Vol. II, Occupation Tables). 
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In 1930, tlw Punjab had only 10 textile factories as 
compared with Bombay's 222, but the number of male 
workers in textile industries in the Punjab was not much 
less than that for Bombay. The Punjab has more hand· 
weavers than Bombay. 

Industries of dress and the toilet are mostly un· 
organist>.d industries. They give employment to more than 
tw\ce as many workers in the Punjab as in Bombay. A 
group included under Order 17, "Miscellaneous and 
un(1efined " is ' scavenging.' .The Punjab has more than 
six times as many scavengers as Bombay. This is all the 
significance of the higher proportion of industrial workers· 
in the Punjetb, ( 18-8 per ct:nt) as compared with Bombay 
(11·9 per cent) and B~;ngal (8·8 per cent). 

PnESSURE 0~1 .. \GRICULTURE 

Where the population is mainly depcnllent on agricul· 
leaP, where Industry supports a comparatively negligible 
proportion of the population, and where even that propor­
tion tends to decline, it is obvious that with the growth of 
numhrrs the presRure on the soil must increase, unless the 
ngrieultural resources of the country are expanding at a 
rnore npid rate than Lhe population. 

Between 1921 and 1931 the density per square mile 
increased from 225 to 248 in British India, and the 
population inrreasrd by ten per cent. But the net area 
sown with crops is practically i!1tationary. 

F. 2 
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NET AREA SOWN W~TH CROPS IN BRITISH JNDIA 

Year. Milf qn Acres. Year. Million Acres. 

1911-12 216 1921-22 223 

1912-13 . . 224 1922-23 .. ?25 

1913-14 . . 219 1923-24 .. 222 

1914-15 228 1924-25 .. 227 

1915-16 .. 222 1925-26 . . 226. 

1916-17 230 1926-27 .. 22G 

1917-18 228 1927-28 .. 224 

1918-19 201 1928-29 223 

1919-20 223 '1929-30 228 

1920-21 . . .. 212 1930-31 229 
....~ 

Average 1911-12 Average 1921-22 
to 1920-21: .. 220 to 1930-31: .. 226 

. ' 
The net area sown fluctuates from year to year accord-

jng to ·seasonal.conditions. For example, it fell from 228 
million acres in 1917-18 to 201 million acres in 1918-19. 
The decade ending in -1931 was favourable to crops and 
the acreage sown· with crops ijuctuated about the -normal 
level. · Th"e average for 1921~22 to 1930-31 was, however, 
only 3 per cent greater than that for the preceding decade. 

The progress of agriculture did not keep. pace with 
the growth of numbers in the decade l921·3J. 

l!nder such conditions the land can support larger 
. numbers. only on the ·assumption that the cultivators 
accommodate themselves to a lower standard of living. 
That must happen, particularly when agricultural prices 
iall heavily as they have done. 
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The pressure on the soil is more severe in some pro· 
,·inces than in ot~ers. It is undoubtedly severest in two 
provinces: Bihar and Or.issa and the United Provinces. 

Per agricultural worker, both male and female 
(' total · earners' principal occupation ') there were in 
1930-31 2·5 acres actually sown. with crops in the United 

. Provinces and 2·1 acres in Bihar and Orissa. 
Among the Provinces and States which lose by 

migration the United Provinces and Bihar and Orissa are 
the most important. In .1921-31, the United Provinces lost 

. 975,000 and Bihar and Orissa 1,568,000 persons through 
emigration. 

The emigrants from Bihar and Orissa chiefly go . to 
Bengal and Assam. The Census Commissioner for· Bihar 
and Orissa, 1931, says: 

" The extent of the migration from .Bihar and Orissa 
to Bengal may be gauged from the fact that, home-loving 
and firmly· rooted in the soil as its people are, one person 
out of every 30 born in the province was found to 

1 
be· 

residing in Bengal when the present census was taken."7 

And ~ihar and Ori~sa supply the tea industry of Assam 
wit.h about twice as many labourers as all the rest of India 
put together. 

The emigrants from the United Provinces leave their 
Province to seek their ~ortunes in Bengal, Assam 
and Burma in the cast, Punjab and Delhi in. the west, and 
Bu:nbay, Central India Agency, and the Central l'rovinces 
and Berar in the south. Mr. Turner, Census Commissioner 



20 -INDIA BEFORE THE CRISIS 

for the United Provinces, 1931, draws attention to the 
increase, by 200,000 since 1921, in the loss of males 
through, emigration, but does not regret it. He calls the 
outlet that emigration provides a " blessing "; 

"The pressure of the population on the soil in this province 
is severe, and growing heavier yt"ar by year. There has been 
no widespread complaint of shortage of agricultural labour at 

I , 

any time during the past decade, and since the. fall in prices 
of agricultural produce labour has been surplus to requirements 
in the rural areas. Industrialists in this province. haYe ex­
perienced no difficulty in securing all the labour they required, 
and in fact the development in industries has been, far too ~low 
to absorb the surplus labour resulting from a rapidly increasing 
population and a. lessened demand for agricultural labour. As 
the industries of the province develop there is little douLt that 
labour will cease to emigrate from the province in view of the 
inborn dislike of the average Indian of travelling far from his 
home village."8 

WHY PEOPLE EMIGRATE? 

Mr. Turner looks upon emigration from the United 
Provinces as a ' blessing '.since it relieves the pressure on 
the soil. His predecessor Mr. Edye took a different view. 

Mr. Edye contended " that density determined the 
percentage of gross cultivated to cultivable area," and stated 
that ~' under present conditions the density will continue t() 
increase, so far as its i!_1crease is not checked by disease, 
until the limit is reached beyond which the percentage 
cannot expand." He held that the figures of density in 
relation to the percentage of gross cultivated to cultivable 

8 Report lvr r:niled Prori11ces, 1931, p. 201. 
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area bhowed " that the percentage is still capable of 
expansion even in the most congested divisions,"* and that 
the limit had not yet been reached in any part of the 
Province, except perhaps in the larids surrounding Farrukha· 
bad City. 

On the subject of migration from the United Provinces 
Mr. Edye wrote: 

"It i~ remarkable that .in spite of the greatly increased 
d('mand for labour in this Province that has been witnessed 
during the decade, the number of emigrants has not decreased 
arpreciaL•ly. This fact bears out what must be the impressio11 
of anyone who has acted as . an Emigration Officer under the 
Emigration Act, as the writer did for several years-that erni· 
~rants generally lea•;e their homes not to better their prospect~ 
hut to escvpe dome'3tic unpleasantness." 

Mr. Edye's conclusions differ in certain respects from 
those of his predecessor, Mr. Blunt, Census Superintendent 
in 1911. Mr: Blunt regarded the figures of cultivable area 
HS rnisleading, for all the area shown as -cultivable is not 
really wch. As n·gards the Eastern districts he wrote:-

~· The pressure on the land has long been considerable 
in lh<'~e tracts, and must still be very great, though plague 
has rvt.hlessly relieved it."t 

.\nd again:-

" Thue were signs ten years ago that the most densely 
inhabited tract~ in the Province, the Eat<tern Plain and the 
Eastern Sub-Himalaya~, were heginning to seriously feel the 
['fl'~~ll re of the population on them; but the pre~ sure is relieved, 

• J\. ~~·,rt, 1':·21, p. 17. 

i fi,T,C•tl, Hill, p. 49. 
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not by internal emigration to other parts of the Province, but 
by emigration to the east, to Bengal a~d Assam, and it was the 
growth of this emigration which showed that the tract was 
getting overpopulated, · But the pressure now is far less than 
it was ten years ago, for plague has proved a terrible though 
effective adjunct to emigration in relieving it."* 

That people who are attached to their home and soil 
emigrate on account of domestic unpleasantness, and not to 
better their prospects, seems absurd when we keep the 
economic conditions in Bihar and Orissa and the United 
Provinces in view. Perhaps domestic unpleasantness itself 
is caused by unfavourable economic conditions and growing 
roverty. 

Messrs. Risley and Gait, Census Commissioners for 
India, 1901, had no doubt that there were certain localities, 
chiefly in parts of Bihar and in the east of the United 
Provinces, "where the pressure on the soil .is already felt," 
but they hoped that scientific farming would increase the 
produc~ of the land, so that " room would be made for an 
even greater population."9 They also said that it could be 
plainly argued "that the dense population of certain parts 
of Bihar is only rendered possible by the readiness of the 
people to go on reducing their standard of living rather than 
tempt fortune by emigrating in search of spare Iand."10 

These hopes entertained in 1901 have not been 
realised. Pressure on the soil has been relieve~ not by 
scientific farming or the progress of agriculture, but in part 

* Report 1911, p. 49. 

9 Report, 1901, Vol. I, pp. 86-7. 

10 Rez,ort, 1901, Vol. I, p. 4. · 
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hy continuous emigration, and chiefly by the hand of 

death. The population of the UniteJ Provinces decreased 

by 1·1 per cent in 1901·11, and 3·1 per cent in 1911-21; 
that of Bihar anJ Orissa increased by 3·8 per cent in 

1901-ll but decreased by 1·4 per cent in 1911-21. In 
the 1ast decade, 1921-31, the population of the United 

Provinces increased by 6·7 per cent and that of Bihar and 
Orissa by no less than 10·8 per cent. The Indian cultivator 

has a remarkable capacity for reducing his standard of 

living, and living practically on nothing, but even then 
there is little doubt that pressure on the soil will be relieved 
in the coming years (as happened in 1911-21) by famine 
and epidemics. 

SUMMARY 

The position 1egarding the pressure on agricu]tural 

resonrces in. the di IT erent provinces is surrmarised below in 
the light of the census reports. 

UNITED PROVINCES 

"A considerable body of agriculturists" in the Indo· 
Gangetic Plain, Central and East and Suldlimalaya East 
" cannot m~1ke euds meet on the procreds of their cultiva· 
lion ";11 a largt' proportion of tenants have holdings below 

the average. In 1929, 54 per cent of the tenants were 
found indebted. The proportion must have risen since 
tl1cn, for the collap!-e in agricultUt:al prices "must have 

wiped out the reserves of many of the tenants and smaller 

It U. r. Rrport, Yo!. I (lG31), p. 4G. 
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landlords."~2 The possessions of the ordinary peasant 
consist in a little land, ~ pair of bullocks and seed for the 
next crop, and bare necessities, i.e., " the clothes he stands 
up in," cooking utensils and. an unsaleable house. Bullocks 
are often sold after ploughing and re-purchased later. "In 
many case's even seed has to be borrowed for sowing." 

".What are the possible remedies"? asks the Census 
Commissioner. 

We have already seen that emigration as a.n outlet for 
. surplus numbers is a 'blessing.' Other suggested remedies 
are (a) development of subsidiary industries such as 
rope-making, weaving, spinning, blanket-weaving, etc., and 
(b) growing more of the money-making crops, e.g., cotton 
and sugarcane. 

The pressure on the soil canno~ be alleviated by 
breaking up fresh soil, for " there is very little fresh soil 
available in the province, especially in those areas where 
it is most required."13 . 

The peas~nt may borrow less for unproductive pur· 
poses, and he may borrow at a lower rate of interest. ·But 
there is not much scope for saving through a fall in the 
standard of living: "The cultivator's standard of com· 
fort being already miserably low, it is wholly impossible 
to suggest that he should reduce his expenditure on his 
own personal needs and those of his family or of his 
anima,ls. "14 

. 12 Ibid., p. 48. 

13 Ibid., p. 48. 

U Ibid., p. ,8, 
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BIHAR AND ORISSA 

In 1921-31 there was no material addition to the 
natural resources of the province. On the contrary, the 
proportion of the total area under cultivation in 1931 was 
slightly smaller than in '1921·. "Nor can it be asserted that 
the yield per acre of the soil'has been increased to any 
great extent by new and improved methods of exploita· 
tion."15 Agriculture· is there to support the growing 

. population. Are there any other resources? " Practically 
none,''16 says the Census Commissioner. A very gloomy 
01.:.tlook for this unfortunate province, one must say. 

What is tl1e remedy, then? The Census Commissioner 
('a!l only suggest that t~e agriculturist should learn to do 
without the '~'luxuries' to which he has grown accustomed 
of late," that he should "cut his coat according· to his, 
cloth ''17-which in more plain language means, that he 
must reconcPe himself to a fall in his st~ndard of, living, 

. low as it already is. The population " would appear to be 
exceptionally vulnerable," i.f'., an attack of famine followed 
Ly epidemics would take .a heavy toll of life. 

The outward flow of emigration is expected to 
"i'cceiYe a fresh impetus." 

CENTRAL PROVINCES AND BERAR 

'the situation in this province is more favourable. 
Thl're is no acute pressure of population in any part of the 
Province. Except in Berar and some of the Chhatisgarh 

15 Rrport, 1~31, p. 72. 
16 /bitl., p. 72. 
17 Ibid., p. 75. 
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States hardly more than 50 per cent of the cultivable area 
is actually under cultivation, "but yet in spite of the heavy 
increase of population since 1921 there is no appreciable 
change in the net area cultivated."18 

It is thought that the time is still far distant when the 
law of decreasing returns would come into operation in this 
province. It is also pointed out that there is still room for 
the extension of cultivated area in many tracts. Valuable 
crops other than cotton can he grown, and improved and 
intensive methods of agriculture adopted. Finally, the · 
development of industries, "which has recently been 
occupying the attention of many leading. politicians" may 
he expected to provide suitable occupation for a larger pro­
portion of the population. 

BoMBAY 

As a result of the trade depression '" numbers hJ.ve 
been forced back on the land."19 In consequence pressure 
on the land has increased: ·" A greater burden than ever 
is being thrown on agriculture as a source of liveliho,)d." 
The decade 1921-31 witnessed." no great new sources of 
wealth." The effects of the Lloyd Barrage at Sukkur in 
increasing prosperity will not become noticeable for many 
years; the result is that the increase of population '" is tem­
porarily an embarrassment." 

What is the solution? 

Organised industries must he developed: " in the 
future industry on organised lines must becof!le increasingly 

18 Report, 1931, p. 63. 
13 Report, 1931, p. 24. 
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important and increasingly necessary for the well-being of 
the community." But that is a slow process. "The 
solution must be for a time a tightening of the belt, which 
means a slight lowering in the. standards of c~mfort to 
which the present generation has become accustomed." The 
Census Commissioner expects that adjustment will take 
place by a slowing down of the rate of increase; therefore 
the full effects of the growth ,in 1921-31 would be better 
estimated in 1941. 

MADRAS 

" Over much of the rural tracts of the Presidency the 
land is supp.orting as many people as under the present 
conditions it can without an alteration in standards."20 The 
saturation point has been reached in certain parts, with 
centres at Pudukkottai and Musiri. "Other adjoining areas 
are in the position that a strong and continuing emigration,. 
flow is necessary to maintain population level of sub­
sistence." 

The Census Commissioner takes an optimistic view of 
the possibilities of industrial development, and in this 
development lies the chief hope of improvement. " Possi­
hilitie5 of agriculture on present methods have more or less 
reached a maximum, and the Presidency can no longer feed 
itsel£."21 The Census Commissioner also hopes that as the 
standard of living rises, the rate of growth of numbers will 
slow down " as has happened elsewhere." He forgets that 
social and other conditions in India are not the same as 

20 Report, 1931, p. 46. 

21 IbiJ., p. 47. 
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·" elsewhere,' and that very grave doubts may be entertained 
regarding the possibility of a rise in the standard of living 
in the coming years-such rise at any rate as would automa· 
tically lead to a fall. in the birth-rate. 

B&~GAL 

Net area sown in Bengal in 1930-31 was only 2·6 acres 
per cultivator, taking males and females together ('total 
-earners' principal occupation'). It may therefore be 
thought that pressure on agriculture in this province is suffi· 
dently heavy. But the Census Commissioner thinks that 
the possibilities of- agric~ltural improvement in Bengal are 
~o great that Bengal could support at its present standard 
.of living a pop11:lation very nearly twice as large as that 
recorded in 1931 (50 millions).w Bengal agriculture can 
thus support 100 millions without a fall in the standard of 
living-irrespective of the fall of prices, and of the dwin· 
<fling demand for jute! How does .the Census Commissioner 
reach this remarkable conclusion? Of the total cultivable 
area only 67 per cent is now a~tually under cultivation. 
Suppose the whole of the area is brought under cultivation, 
and yield per acre increases 30 per cent, then the simple rule 
<lf three {-'1:07° X l es =) '94), gives the result Stated. 

The Census Commissioner forgets that theoretical con· 
:Clusions, based on the simple rule of three, are more difficult 
to realise in actual practice. First, it may be doubted if 
the whole of the area which is described as cultivable but 

2'2 Report, 1931, p. 63. 
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is at present not cultivated, is actually cultivable. Secondly, 
considering the financial resources of the ryot, the adop· 
tion of intensi...-e methods of cultivation is not so easy as 
one may imagine. Thirdly, the collapse of agricultural 

prices, the growth of substitutes for jute, and the whole 
situation created by the agricultural revolution in the West 
have the same unpleasant meaning for the cultivator in 

Dengal as in other pn~vinces. The Bengal cultivator must 
tighten his belt as cultivators are doing elsewhere. . 

As regards the voluntary limitation of births, the 
Census Commissioner recognises that it is impossible under 
existing conditions. Such methods a~e repugnant to 
common sentiment in India, and are too expensive so far 
as the great majority of the people are concerned. But in 
rhe West fertility is found to decrease with the increase of 
wealth and intellectual interests. The Census Commis· 
sioner, on the analogy of the West, expect3 that as the death ' 
rate declines in India (which is the object of public health 
measures) there will be a corresponding decrease in th,e 
birth rate with the improvement of the standard of living, 
an increase in the spread of education, and a further 
emancipation of women and the abolition of the purdah 
Fyslem/B His argument is unconvincing. The analogy of 
\v'cstern Europe cannot be accepted without such important 
re.,trvations as make it thoroughly useless. How long shall"' 
we take to educate the v.hole population, and to change their 
religious mentality? Is the standard_ of living tending t() 

rise or fall ad the result of the recent economic .changes? 

2:, Ropnrf, l't.H, p. 6;), 
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PUNJAB 

As compared with the 14 per cent increase in popula­
tion, 'the number of cultivators (workers) increased 12·7 per 
cent. It is probable that the population dependent on 
agriculture has increased by even a larger percentage . 

. Referring to the ''very big increase in the already numerous 
category of cultivators " the Census Commissioner says: 

"The other resour<:es of the Province are obviously 
not keeping pace with the rate of increase in the popula­
tion."24 

The effect of the trade depression on Punjab agricul­
ture has been fully discussed in India in the Crisis, 
Chapter 1. 

.NIJRTH-WEST FRONTIER PROVI~CE 

For !ts economic development, the N.-W. F. Province 
does not depend on its own resources. Being an " All­
India" as well' as an Imperial responsibility, it is liberally 
assisted with funds by the Government of India. "The 
wealth expended in this small corner of India has in fact 
h~::!en out of all proportion to the local means of produc­
tion." But on account of financial stringency, the grants 
may be on a reduced scale in the future. There are also 
moral objections 'to the dependence of a community on 
another for means of subsistence.25 The N.-W. F. Province 
must learn to stand on its own economic legs. 

2l Report, 1931, pp. 221·22. 

25 Report, 1931, p. 33. 



AREA AND DISTRIBUTION OF POPULATION 31 

The economic position is not reassuring. I~dustries 

are declinifl.b'. The de~line is not due to the general trade 

depression. " Rather, it is due to increased · activity in 

trade, for imports of factory-made articles from Hindustan 

and other parts of the world are destroying the markets 
which local products used to enjoy."26 The textile indu$try 

J1as suffered most from machine-competition. 
Agriculture is the main exi~ting source of wealth, but 

jt "has almost reached the limit of its expansion."27 The 

5train on the agriculturist increased in the last decade 

( 1921-31). 

AssAM 

Assam gains by migration. The gain amounted to 
78,000 in 1901-ll, 412,000 in 19ll-21, and 122,000 in 

1921-:H. The percentage of foreign born persons in Assam 
in 1931 was 15·2. The major provinces which contribute 
to the population of Assam in the order of their importance 

are Bengal, Bihar and Orissa, Central Provinces, United 
Provinces and :Madras. 

There is room for growth of numbers in this province: 

" E:;cept in a few places there is still little pressure of 

population on the soil which year after year brings forth 

abundant harvests with little ~oil."28 

Di~ease is the most important check on the growt~ 9£ 
numbers, " and of disease,'' says l\1r. Mullan, I.C.S., 

•• God knows, we have enough .. " Dut the last decade was 

~6 Ibid., p. 12'2. 
·h Ibid., p. 33. 
:IR flCf/Ort, 1!)31, p. 3l. 
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healthy, and kala-azar is well under control. Volyntary 

limitation of births is practically unknown. 
The population of the Assam valley was estimated at 

800,000 in 1835; today it is about 5 millions. "Si 
monumentum requiris-If you seek for a monument to. 
British administration," says Mr. :Mullan, " read the 
l1i~tory of Assam from 1800 to 1840, and then look about 
you."2ll 

OuTLET FOR SuRPLUS PoPULATION · 

Assam can receive more imm~grants, but it has to be­
remembered that it is rapidly filling up. In the Goalpara. 
district there is little room left for expansion; there was an 
enormous increase of settlers in the Kamrup district in 
1921-31. In the Darrang district also the settler:5 are 
rapidly occupying any available waste land: The same 
seems to apply to Nowgong district, where the settlers have 
ca~sed trouble by squatting in Government reser~es, or 
forcibly occupying the land of local people.30 \\'hile there 
is room for expansion in Assam, it is certainly not po~sible 
to dump the entire surplus agricultural population of India 
into Assam, or Assam and Burma both. 

The pressure on the soil is not so keenly felt in the 
Central Provinces as in some other parts of India. This 
Province receives immigrants (227,000 net) in 1921-31. 
But so does Bengal (772,000 net in 1921-31). All that 
can be said is that general economic conditions do not 

~)Ibid., p. 31. 

3n Census Repurt, India, 1931, pp. 65·66. 
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drive the people from the province, except when crops 

fail. 
External emigration affords little relief: The number 

of those who. emigrated during the decade 1921-31 is 
estimated at about 1 million only. 

Destination of emigrant~. Persons. 

Malaya 
Ceylon 
riji 
Portuguese E. Africa 
United Kingdom 
Elsewhere .• 

510,QOO 
365,000 
15,000 
4,000 
4.000 

12,000 

) ,000,000 

Emigration is controlled by the Emigration Act of 
1922, under which the emigration of ur.;;killed labour is 
prohibited except to such countries and under such condi­
tions as may . be specified by the Governor-General _in 
Council. The effect of this Act l~.1s been to put a stop to 
the emigration of unskilled labour except to Malaya a·nd 
Ceylon. The emigration of skilled labour is negligible. 
The total in 1921-30 was 130 (79 tailors, 29 theatrical 
artists, 18 bricklayers, 2 match-manufacturers, and 2 
welders). 

The Indian Agricultural Commission' stated in 1928 
thJt the annuul amount of emigration to Ceylon and 
~lalaya satisfied their economic demand and could not be 
adrquat.ely increased. Ceylon indeed is " slowly re3ching 
tht~ saturation point in absorbing Indian labour on the 
t>tates." The lotal number of Indians in Cevlon in 1931 . . . 

was 778,000 persons, and in Malaya (British) 624,000. 
r. 3 
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'Migration. of labour between province and province is 
unrestricted by Government with the exception that certain 
provinces can regulate or prohibit the migration of labour­
ers to the tea-gardens in Assam. The Agricultural Com­
mission recommended the abolition of all restrictions on the 
movement of ·labour throug~out India: The Commission 
"found that migration within India was not taking place to 
the extent which might have been expected, in spite of the 
fact that pressure on the soil was "extreme " in North 
Bihar, in the deltaic areas of Bengal and Madras, and in 
certain parts of_ the United Provinces. The factors which 
limit the internal movement of labour are three: 
(a) attachment to land, however small be the· holding u f the 
cultivator, (b) indebtedness, which makes it difficult for 
the cultivator to leave the village permanently, and 
(c) "the important factor of ill-health."\ 

Evert if internal migration is not hindered in any way, 
it does not afford any solution of our problem. As for 
extern~} emigration, as we have seen, it is of less com-e· 
quence still. 

. A HoPELEss SITUATION 

We are confrontr_d with a hopeless situation. ·The 
problem of relieving the growing pressure on the soil is 
insoluble. 

The maximum population which ··'tgricultural occupa­
tions can support in Europe is 250 per sq. mile. The 
number is higher in the United States of America, and the 
island of Porto Rico in the West Indies has an agricultural 
population of nearly 400 to the ~q. mile. But the number 
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supported by, agriculture is much greater than 400 m 
many parts of India. Excepti~g Assam and the Central 
Vrovinces, there is no province in which the growth of 
numbers during the last decade has not placed a heavier 
strain on the land than it can bear under existing conditions. 

Can the existing conditions of cultivation be changed? 

Not under the existing economic system. India may 
utili~e the results of biological progress to a certain extent. 
The cultivator may use better seed for sowing. But no 
revolutionary change in the methods of cultivation can be 
npected. 1 India is a land of small peasants. But our 
methods of cultivation are extensive because the peasant 
<loes not possess the means of intensifying his cultivation. 
UnJer the existing system of land ownership India has ho 
usc for agri~ultur~l machinery. · For motor tractors and 
combines one 11.1ust have large farms, hundrrds of acres in 
extent,. Besides, there is a good deal of surplus labour id 
the villages at present. The use of labour-saving appliances 
in agricultu~e will create more surplus labour. The 
modernisation of Indian agriculture js impossible unless it 
is preceded by a very· great development of industries./ 

· . A growing· population requires more .food .. But the 
problem of population in India is no_t a food problem. The 
relation of population to food supply is discus~ed in 
Appendix D to Chapter 1 of India in the Crisis. It would 
he dangerous to restrict the ar~a under food grains, as our 
surplus of food has dwindled with the growth of numbers. 
But India can import food without difficulty. We may not 
be able to modernise our agriculture, but nothing prevents 
us from benefiting by agricultural progress in other countrie.;. 
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If the existing duty on. wheat were removed the import of 
Australian wheat would increase. . . 

The real problem is twofold: ( 1) limitation of Dirths, 
and (2) finding non-agricultural occupations for the agri· 
cultural population. 

Increase in education and culture would restrict births, 
but more than 90 per cent of the population are at present 
illiterate. I The number of literates increased from 22·6 
millions in 1921 to 28·1 millions in 1931 (aged 5 and over). 
The total number of persons of ages 5 and over in the whole 
of India in 1931 was 296·3 millions. The number of 
illiterates in 1931 was 268·2 millions. Assume now that 
the population ceases to increase,- so that we have to educate 
just these 268 millions. At the present rate of progress 
(5·5 million of fresh literates in a decade), we should 
require about 49 decades, or 490 years to make 268 millions 
literate{ , 

But what does literacy in the meaning of the Census 
imply? Does it mean real education and culture, such as 
might lead the people to restrict births? For that we may 
have to wait for a further 1000 years. 

A change in the present religious outlook of the masse:;, 
which led them to attach more importance to happiness and 
well-being in this world than to life in the next, would most 
certainly modify their view of marriage and child-begetting. 
But what has the State do~e to bring about this highly 
desirable change in outl~ok? The State has assumed an 
attitude of neutrality in matters affectinu reli(l'ion. Iudirect-o 0 

ly the policy of the State (e.g., in regard to communal 
representation) encourages communalism and religiou-; 
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fanaticism. It may also be inciden'tally mentioned that 
' communal representation acts as a spur to the growth of 

numbers.' 
We are doing nothing to lead the people away from · 

religion, or to encourage them to appreciate " a materialistic 

~tandpoint.''31 
. 

Dr. Hutton refers to the m~vement towards artificial 
hirth control in India and says that it is "perhaps less 
hampered by misplaced prudery than in some countries 
which claim to be more civilized." But Neo·Malthusian 
Leagues in India have vrry limited utility. They w~uld 
limit births among classes where 'limitation is not an urgent 
ne('essity. They leave the rural masses entirely unaffected. 
The difficulty in the case of the villagers is their religious 
outlook, even if we ignore the question of cost of 
c.ontraceptives. 

It is obvious that there is little possibility of pressure 
on the soil being relieved by the voluntary limitation of 
births. 

The question of subsidiary industries; or of rural 
reconstruction, is discussed in a· separate chapter.. The 
<levf'lopment of factory industries would solve the problem. 
Aurl there is some evidence of a change in Government 
policy regarding manufacturing industries. ' But the 
industrial development of India is proceeding on wrong 
1 i nes. We are concentrating on the production of 
consumable goods and have almost entirely neglected the 
manufacture of capital goods; It is a process of building 
from the lop. It is as if in building a house one insisted 

, ~I CI'IISU! Report, India, Hl31, p. 32. 
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on completing the top storey before laying down the founda­
tions. The manufacture of machinery, modern means of 
communication and transportation by land, sea and air, and 
of essentially modern articles .for which there is a growing 
demand in India, would create employment fo~ millions of 
people, hut political obstacles to industrial derelopment un 
these lines are insuperable. 

India needs a change of system which may alter the 
whole structure of ·her economy. Under the existing systemt 
the proportion of the population. dependent· on Industry 
tends to ·decline witli the progress of ·factory industrie£. 
The introduction of machinery causes unemployment I.n 

India and creates employment elsewhere. 



TABLE I 
POPL'LATION DISTRIBUTED BY PROVINCES, VARIATION PER CENT IN THE POPULATION AND MEAN 

DENSITY PER SQ. MILE 
Area in 100 sq. Population in ruillions. Per..:entage of variation. ·r.rean ,Jeusity per sq. mile. 

wilei!.. 1U31 1\)21 1921-31 1911-21 1D31 1921 1911 
Iwlia 1.809 353 319 +10·6 +1-2 195 176 174 
Provinces 1,096 272 247 +10·0 +1·3 248 225 222 > 

::0 
States & Agencies 712 81 72· +12·8 +1·0 114 101 100 tx1 

> 
,Uajor Provinces. > 
Assam 55;0 8-t> 7·5 +15·6 +13·4 157 136 .120 ~ 
Bengal 77·5 50-1 46·7 +7·3 +2·7 646 602 587 0 

Bihar & Orissa •• 83-0 37·7 34·0 +10·8 -1·4 454 409 415 8 
Bombay Presi· Ul 

o-i 
dency, includ- ::0 

ing Aden 123-7 21·9 19·3 +13·3 -1·8 177 156 159 63 
c:: 

C. P. & Berar 99·9 15-5 13·9 +11·5 -'-0.0 155 139 139 o-i 

·Madras 142·3 46·7 42-3 +10-4 +2·2 328 297 291 0 
N.-W. F. P. 13·5 2·4 2·3 +7-7 . +2·5 179 167 163 z 

·Punjab 99·2 23·6 20-7 +14·0 +5·7 238 209 197 0 
"'l 

U. P. 106·2 48·4 45-4 +6·7 -3-l 456 427 440 "tt 
Burma 233·5 .14·7 13-2 +ll·O +9-1 63 57 53 0 

"tt 
Larger Stales. c:: 
Baluchistan 80·4 ·4 -38 +6-9 -9·8 5 5 5 t"' 

> 
Baroda 8·0 2·4 2·1 +14·9 +4-6 299 260 249 o-i 

Gwalior 26-4 3·5 3·2 +10.3 -1·3 134 121 123 0. z 
Hyderabad 82·7 14-4 12·5 +15·8 .-6·8 175 151 162 
Jammu & Kashmere 84-5 3·6 3·3 +9·8 +5·1 43 39 37 
Mysore 29·3 6-6 6·0 ~+9·7 +3·0 224 204 198 
Rajputan~ Agency 129-1 11·2 9·8 +14·2 -6·5 87. 76 82 CJ.j 

Census of India, 1931, Vol.. I, p. 35. \0 
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TABLE II 

AREA, POPULATION AND DENSITY PER SQUARE KILOMETRE 
IN CERTAIN COUJ.\"TRIES 

Area in Popula.rion Density {"r 
1000 sq. km. in 1000 sq. km;. 

Germany 469 64,776 133 
Austria 8-J.. 6,733 80 
Belgium 30 8,159 272 
Bulgaria 103 6,{)67 59 
Denmark 43 3,590 83 
Spain 503 23,531 47 
France 551 41,860 7:1. 
Greece 130 6,4±0 ·19 
Hungary 93 8,781 9·1 
Irish Frt>e State 69 2,957 43 
Italy 310 41,699 13-1 
Norway 323 2,3:H 9 
Netherlands 34 8,183 241 
Poland 388 32,638 2-1-
Portugal 90 6,360 71 
Rumania 295 18,166 ()2 

United Kin;;dom 244 46.340 190 
Sweden 448 6,162 14 
Switzerland n 4,031 100 
Czecho-SloYakia 140 14,823 lOG 
U.S.S.R. 21,176 163,200 8 
U.S.S.R. Euro· 

pean Territory 5,999 123,800 22 
Japan 382 G5,500 171 
Canada 9,557 10,460 
U.S. A. 7,839 124,450 16 

Egypt 1,000 14,992 IS 
Australia 7,70-t 6,526 0.1) 

India 4,675 352,838 75 

(Source: Statistical Year-Book of the League of Nations, 1932·:~;:::), 
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TADLE III 

l'OPCLATIO::'i Sl.iPPORTED BY Ar;FJCl!LTl:RE A.<'iD l:XDL'STRY 

Agriculrc.re, fi 3b· 
Date of Census. ing, etc. lndu~try. 

[I, Inn of So!Jth Africa 1921 

[[!ypt 1917 

Can2da 1921 

Germany 1915 

Lgland & Wah-- (B) .. 1921 

Denmark 19:.:!1 

france 1921 

Italy 1921 

Portur:-al 1911 

s~edf•n 1920 

Sv.itzrrland 1920 

A11"tralia . . 1921 

;~cw z~..lanJ 1921 

31·2 

69·2 

35·0 

26·.3 

30·5 

19·1 

34·8 

So· I 

36·8 

23·6 

75·9 

57·5 

25·9 

22·9 

27·1 

18·9 

26·9 

30·8 

38·1 

39·7 

39·9 

27·0 

28·8 

3G·l 

8·7 

21·5 

23·8 

31·2 

27·5 

(Sou ref': I n!•'rna!inn·d Stu.:i~tic(ll rear-!Jaok, 19:27-Le~IC!Te d 
~;ali1111"', 1'1'· 1 i--1.3 ). "' 
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TABLE IV 

FACTo ruEs SuBJECT To THE INDIAN FACTORIES AcT 

Average No. of 
No. of Factories. hands employed 

daily. 

Madras .. 1,527 - 142,549 

Bombay 1,550 370,704 

Bengal 1,~ 563,877 

U. P. . 376 92,161 

Punjab 526 49,549 

Burma 980 98,701 

Bihar and Orissa 282 66,315 

C. P. and Berar 695 68,856 

Assam 620 45,820 

N.-W.F.P. 29 1,2~1 

Total, including smaller 
Provinces. 1930 8,148 1,528,302 

1921 3,965 1,266,395 

(Stat. Abstract for British India, 1930·31). 



CHAPTER II 

TAXATION OF AGRICULTURE 

The growth of numbers, combined with the heavy fall 

in agricultural prices, has impoverished the agriculturist. 
His disease-resisting power is weaker today than a decade 
ago, and the hravy taxation to which he is subjected does 

not i[}lprove matters for him. 
The Indian peasant is one of the poorest peasants in 

the world, and also one of the most heavily-taxed. Even if 
it was true in 1922 that effective taxation in India represent­
ed only 30 per cent of taxable capacity as compared with 
g2 per cent in the United Kingdom/ at the present time the 
agricultural population, representing more than 71 per cent, 
of the total population, is being taxed beyond its taxable 
capacity. It is beyond question that during the past 3 or 

4 years the peasant has paid Government dues by selling 
gt)]t] and incurring debt. The export of gold now exceeds. 
2.13 crores, and a great part of the gold exported is 
' distress ' gold. The exodus of gold continues. 

The Indian Taxation Inquiry Committee of 1924-25 
investigated the problem of taxation at a time of relative 
pro~perity. A new situation, so far as the peasant is 
concerned, has been· created by, the agricultural revolution 
and the collapse of prices. It will be arJmitted that these 
cataclysmic changes have seriously a!Tected the taxable 

1 8ee St'irnce of PuLlic Fi~a11ce by Findlay Shirra.J, 

4~~ 
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capacity of the peasant. There is urgent need for a re· 
examination of land-taxation m the light of the new 
situation. 

NEw PRINCIPLES oF AssESSMENT 

In the Punjab new principles of assessment have been 
formulated in connection with the re-settlement of the 
Lyallpur district, which is proceeding. These principles 
deserve our careful attention, as it is thought they introduce 
" a revolutionary change in the land revenue system of the 
Punjab." In the course of a press interview Sir Sikander 
Hayat (then Revenue Member of the Punjab Government), 
speaking as a zamindar said: " Never since the advent of 
the British, or for the matter of that under any rule, has 
such a big concession been granted to zamindars in the 
Punjab.'' 

Let us examine the " ~evolutionary change " in the 
methods of assessment which the new system involves, and 
also the ' big concession ' that it makes to zamindars. 

The p~ices of agricultural produce have always played 
an important part in assessment. Un~er · the old system 
revenue rates were fixed in accordance with average prices 
()f agricultural produce over a long period (due allowance 
being made for other factors), and i.t was assumed th~t there 
would be no large variation in prices throughout the period 
of the settlement (fixed at 40 years in .1929). Throughout 
the period of the settlement, then, land revenue was realised 
according to those rates (barring remis~ions in cases of 
local deterioration), and no change was made in the rates 
<?f assessment on account of fluctuations of prices. 
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Under this system the peasant stood to gain when the 
average level of prices rose above the prices assumed for 
assessment purposes. If the standard rates are so fixed as 

h ' ' . f to take not more t an one quarter net assets, a nse o 
prices above. the assumed prices reduces the land revenue 
below the standard of one-quarter ' net assets.' 

But the old system became unworkable when prices 
fell.· It is impossible for peasants to pay the land revenue 
·at rates fixed according to the inflated prices of 15 or 20 
years preceding the trade depression. The chief feature of 
the new system is the annual adjustment of the land revenue 
demand according to prevailing prices .. As before, standard 
rate5 of revenue have been worked out with reference to 
aver~ge prices during a long period (the last twenty years). 
These standard rates, based on ' commutation prices,' are 
however, p~per rates. Tiley would not be enforced except 
when actual prices are as high as the commutation prices.'' 
When prices are lower, remission from standard revenue 
rates will be granted according to the difference between 
commutation prices and actual prices. If actual prices arc 
40 per cent lower, the remission of revenue ~vili amount to 
full 40 per cent. Fot reasons of convenience remission in 
any year will be granted according to the market prices of 
the preceding year. It is not practicable to work out the 
scale of remh;sion in any year according to the prices of 
that year as instalments of the land revenue are realised 
bdore the marketing of crops is complete. 

If iri any year market pr,ices are higher than the 
commutation prices, the revenue payer will be given full 
advantage of the excess. But when prices are lower, a 
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corresponding remission would be granted, however great 
the difference may be. ·As the official communique on the 
subject state~': " While Government will be bound not to 
exceed the maxim~m rates as fixed, they: will give to the 
revenue payer the full benefit of the f~ll ~n prices, however 

great that may be.". 

In calculating the remissions three. factors will be taken 
into consideration: .(a) the percentage of the total matured 
area under each important crop, (b) the average yield per 
acre of each of those crops, and (c) the commutation pric~ 
·assumed for each of those crops. Assuming there is no 
change in (a) and (b), the amount of the remission will be· 
solely determined by the percentage fall of prices as 
compared with _!he commutation prices. _ 

In the concluding paragraph of the communique it is 
stated: 

" In what has been said above it·· has been a~s.umed 
that the commutation prices as sanctioned will give for each 
asses~ment circle, in accordance 'Yi th the standard of one 
quarter net assets, revenue rates which are not on· the 
average more than 25 ·per cent in excess of the revenue rates 
imposed at last Settlement. Under the law,' as it stands at 
present, . Government cannot impose revenue rates in a.'P 
assessment circle as a whole which are more than ont 
quarter in excess of those .imposed at last Settlement, and 
unless the law is amended in this resp~ct before the assess­
mentis announced, this provision will impose an independent 
limit to the .maxima rates which Government can fix. If, 
therefore, the sanctioned commutation prices give rates 
which are more than 25 per cent greater than the rates 
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imposed at last Settlement, Government w.ill have to reduce 
the rates accordingly." 

The increase in the rate of assessment at one settlement 
.as compared with the preceding settlement will not exceed 
the limit of 25 per cent. What interests us particularly is 
the reference to the rule of one-quarter net assets: the 
.standard revenue 'rates which will be fixed for each assess· 
mf?nt circle will be so calculated as not to . take as land 
revenue more than one-fourth of the ' net assets.' 

A schedule attached to the communique gives the 
following commutation prices used in framing . produce 
estimates for all the circles of the tract under settlement: 

Annas per maund 

Cott()n 184 
Gur 83 

Tori a 92 
Wheat ()0 

Gram 52 
Maize 40 u 

Rupees per acre 

Hice, pulses, millets, oil seeds (other than tori a) 
and all fodder crops ~·> 

Orchards, gardens, vegetables and tobacco 60 

Annas per mauwl 

Wheat straw 

Gram btra~ 

How THE NEw RuLES WILL WoRK 

6 
3 

For the sake of simplicity let us assume that wheat ·is 
the only crop cun~erncd. 
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Then. the gross value of the crop or gross income in 
any area in any year will depend on the three factors 
mentioned above, the per~entage _of the total· matured area 
under wheat, the average yield per acre, and the price. 
Let us call 

· Gross Income . . G 

Matured Area , . A 

. Yield per a~re Y 

Price • . . · P 

Percentage change in matured area . . a 

Percentage change in yield . . y 

Percent~ge change in price . . p 

The gross income or the value of G in any year, when 
all the three factors vary, can be easily found with the help 
of the following formula: 

G .... A(IOO±a) x Y(lOOj:_yJ P(IOO±p) 
lCO _100 X 100 

If A (area)= 1 (it may be 1 million acres, or 1,000 
acres), Y (yield)= 12 maunds per acre, and P (price)== 
3·75 rupees per maund, then G (gross income)= Rs. 4::>. 
Now suppose in any year the percentage changes in the three 
factors are as follows: . 

a= +10 
y= +20 
p= -40 

Then G= 1(100+10) 12(100+2Q)x 3'75(100-40) =R 3 ... 6-i 
100 X lCU l 00 \S, 0 
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There is a fall in gross income of 21 per cent, and the 

remission of revenue would amount to 21 per cent. If, 
\~hi le the prices fall 40 per cent, there is an increase of 5 
per cent in the matured area, but a reduction of 20 per cent 

in the yidd, gross income will decrease to Rs. 22·68 or by 

49·6 per cent, and a corresponding remission of revenue 

will be granted. It is seen that variation in the matured 

area and the yield may increase or reduce the percentag~ 

n'mlSSion as compared with the percentage fall in 

priers. 

QvEsri'oN or Cosrs or CuLTIVATION 

The revolutionary change in the methods of assessment 

makes allowance for variation~' in the three factors mention­

ed above. It completely ignores a fourth factor, which is 

of tl!e greatest importance hom the point of view of the 
zan,ind.u, the factor of cost. 1~et assets, out of which the 

bud revenue is presumably paid, do not depend merely 

upon variations in the percentage of matured area under 

thr different crops, the yield of crops, and prices, but also 

on lFJW the co fits of cultivation (which must include the 

wages of the cultivator) behave when prices falL They 

may fall to the same extent as prices, or by a smaller 

percentage. If tlJC fall in costs is less than the fall in 

prices, net assets must decrease in a proportion greater than 

prices, and a revenue demand reduced in proportion to the 

fall of prices alone (matured area and yield remaining 

u nd1anged) will take more than 25 per cent nf net 
assets. 

F. 4 
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Ass~me that the percentage of matured area and the 
yield of crops remain constant. Then. gross income (G) 
will vary according to prices (P). 

Let G=Gross income. 
Let C=Cost of cultivation, including the wages of the 

cultivator. 

Let g= Percentaga fall in gross income as determined by the 
fall of p~kes. · · . 

. Let c= Percentage fall in costs ~f cultivation. 

The fall in net assets can be found when both G and C 
are varying with the help or the following formula: . 

. t'OO(G-0) 
lOOG-gG-lOOC+cC-

Let G (gross income) =10 
Let C (cost of cultivation) = 7 
Let g (percentage fall in gross income)= 40 
Let c (percentage fall in costs) = 40 

100(10-7) 100 
lOOx 10-40x 10-W0x7+40x7= 60 

~"6o'f!o_ means that net assets have fallen in that propor­
tion, or by 40 per cent. A remission in the land ~evenue 
of · 40 per cent will take the same proportion of net assets 
as before the change. 
' But suppose while gross i!lcome falls 40 per cent costs 
fall only 25 per cent-g=40 as before, but c=25. 

IOox (l0-7) tOO 
1000l0-40Xl0-100X7+25X7 2o 

On account of the smaller reduction in costs, while 
gross income falls 40 per cent, net assets in this case fall 
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in the proportion of 100 to 25, or 75 per cent. A 40 per 
cent remission of the land revenue, as determined by the 
fall of prices alone (other things being equal), does not 
nwan a reduction of the ·I and revenue demand in proportion 
to tho reduction of net assets. In other words, the new land 
revenue demand will represent a higher proportion of net 
asBets than 25 per cent. 

There is a simple formula to find the proportion of the 
land revenue to net assets when net assets do not fall in the 
~arne proportion as prices. 

Let A= net assets. 

Let L =the land rcrenue. 

Lrt n =percentage fall in net assets. 

Let I= percentage fall in land revenur:-. 

Now when N = 4, L= 1. This is given, for by assump· 
tion the lanJ revenue is equal to one·quarter net assets. Let 
11s assume that I 40, that is, when prices fall 40 per cent 
( othrr things being equal) the remission of land revenue 
will be 40 per cent, or exactly corresponding to the fall of 
prices, as has been stated in the· official communique. But n 

io;; a valuable factor, for, as we have seen, net assets depend 
on the variation in costs of cultivation when prices are vary· 
ing, and the fall in costs need not exactly corresponLl to the 
fa 1l in prices, or gross income. When n is 40, or the fall 
in net assets is exactly equal to the remission of the land 
reH'nue (as determined by the 40 per cent fall in prices), 
the proportion of the land revenue to net assets is 

L (100-l) X 100 1 X (100-40) X 100 
-N noO:.nf-= ---4(Tu!)·:..:4o-)- = 25 
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or the land revenue is one-fourth of net assets. But when 
n = 75, or the reduction in net assets is 75 per cent on 
account of a 25 per cent fall in costs at a. time when prices 
fall 40 per cent, a land revenue demand which has been 
reduced by only 40 per cent (1 = 40) will take 60 per cent 
of net assets : · 

I X (100-40) X 100 
--..,---:"~---- =tiO 

4 (100-75) 

The following table shows the percentage fall in net 
assets and the proportion of the land revenu~ to net assets 
for different values of c. -It is assumed that the re·mi!Ssion 
of land revenue amounts to 40 per cent in accordance with 
a 40 per cent fall of prices. 

Percentage fall in Percentage fall in Land revenue demand, which 
costs when prices net assets (=n). has been reduced 40 per cent 
fall 40 per cen' o.nl y, will be 

(=c) 

40·00 40 25 per cent of net assets. 

35·72 so 30 " " " " 
30·36 62·5· 40 " " " 

,. 

27·15 70 50 " " " " 
25·00 75 60 " 

., 
" 

21·43 80 75 
" " " " 

20·72 85 100 
" " " " 

18.57 90 150 " , " 

The meaning of these figures, from the point of view 
of the cultivators, is terrible. Suppose while prices f~ll 40 
per cent (and the land revenue demand is corresponding} y 
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reduced) the fall in costs o.f cultivation is only 20·72 per 
cent. After granting the remission the Government will 
take 100 per cent of net assets. If the fall in costs was 
less still, 18·57 per cent, the reduced land revenue demand 
would amount to 150 per cent of net assets. 

INELASTIC CosTs 

Sir Sikandar Hayat, as Zamindar, has given unstinted 
pra1se to the ch.ange in the method of assessment. But, 
possibly, with the fall in prices, his costs of cultivation have 
fallen exactly in the same measure as, or even in a greater 
measure than prices. But Sir Sikanclar Hayat might have 
remembered as Revenue Member what he forgot as a • 
zamindar .• Some important elements of costs, e.g., water 
rates.have fallen very little as compared with prices. 

According to the Abiana Report, the water rate per 
acre fell from Rs. 4·48 in 1928-29 to 3·88 in 1930-31, or 
13·4 per cent when the fall of prices amounted to about 50 
per cent on an average. 

In spite of the heavy fall of prices rates of interest 
charged by Mortgage banks and co-operative credit societies 
have -remained unchanged; 12! per cent is the usual rate 
charged by Mortgage banks, and 9! to 12! per cent are the 
most common rates charged by co-operative ~redit societies 
now as before. 

The recent indebtedness legislation makes it difficult 
for mahajans to lend to the cultivator. Loans by mahajans 
will tend to decrease and the price of accommodation tend 
to rise rather than fall. 
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The cost of. seed falls with prices, but when a 
cultivator has to borrow seed, he ha~ to pay a higher price. 
In many cases, therefore, t?e cost of see4 will fall in a 
·proportion lower than prices. · · 

It is . not necessary that the price of bullocks should 
fall in the same proportion as the prices of agricultural 
produce.· 

As regards the cultivator's wages, it· should not be 
forgotten ~at . so.me items of his expenditure are 
comparatively inelastic, i.e., ·payments to priests in connec­
tion with ceremonies. His main item of expe.nditure is 
cloth, and the price of cloth has fallen much less than that 
of raw cotton. The annual average index numbers for raw 
cotton and .cotton manufactures in 1924 and 1934 are given 
bdow: · 

July 1914=100 (Calcutta. Series). 

1924 
1934 

Raw Cotton. 

272 • 
73 

Cotton manufactures. 

228 
115 

The average price of cotton in 1934 was 27 per cent 
below and that of cotton· manufactures 15 per cent above 
the pre-war level. · 

Co~CLUSIONS REGARDING THE NEw' SrsTEM 

O~e is driven to the conclusion, and it is a conclusion 
from which there is no -esc~pe, that, as compared with the 
40 or 50 per cent fall of prices, costs of cultivation have 
fallen to a much smaller extent· (prob'ably not more than 
15 or 20 pt~r cent). 
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If this is admitted-we may not quarrel about the exact 

extent to which costs have lagged behind prices in the down· 

ward movement-the remission of the land revenue a~cord· 

ing to prices alone is no revolutionary change from the 
point of view of the cultivator. The revolution in the 
method of assessment only means that the Government will 
be able to beat their remissions drum every year, while the 

great majority of cultivators will part with the whole of 

thrir net assets or more in payment of the land revenue-as 
they do now. The land reven.ue, at present, is a tax on the 

subsistence of the cultivator. It will retain that character 

under the new system. 
It is remarkable that in formulating the principles of 

remission the Government should have forgotten costs of,, 
cultivation altogether. One would very much like to know 
why they have assumed that costs vary as prices when they 
know perfectly well that they don't. Are the Government 
prepared to reduce water rates in the same proportion in 
which prices fall? Have they ever done so? 

When prices go up, the cultivator makes money. Why? 
Just because costs fail to rise to the same extent. If they 
did, the rise of prices would bring little profit. Costs are 
comparatively inela!:ltic for a downward movement of prices 
in the same sense in which they are comparatively inelastic 
for an upward price movement. Hence the loss that the 
cultivator suffers when prices fall. A system of assessment 
which, in granting remissions, assumes perfect elasticity 

of costs must work against the cultivator. 

The percentage of remission can be made as high as 

one pleases Ly pitching the f:llandard rates high. The 
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percentage of remission is of little significa·nce. What 
matters to the cultivator is not what the <!overnment remits, 
hut what the Government takes. 

THE RELATION oF CosTs TO GRoss INCOME 

What is the proportion of gross income which is 
absorbed by cos_ts of cultivation? 

We have assumed the relation of 10:7. What are our 
'reasons for assuming that costs form 70 per cent of gross 
income? 

.. The following table shows the average gross income 
and expenditure per acre of holdings grouped in ten 
districts of the Punjab on the assumption that the whole 1'!-nd 
belonged to the cultivators. 

AVERAGE P~R ACRE (EXCLUDING RESALEWALA) 

Gross income. 
Proportion of ex· 

Expenditure. penditure to gross 
income per cent. 

Rs. as. p. Rs. as. p. 

1927-28 52 4 6 28 2 2 54 

1928-29 63 8 1 30 15 9 49 

1929-30 51 11 11 31 10 8 61 

1930-31 31' 4 3 23 61l 75 

1931-32 31 611 19 8 9 62 

1932-33 43 2 3 22 14 6 53 

Average 59 

(Source: Punjab Farm Accounts, 1932·33, by Prof. Kartar Singh). 

Taking the six years together, expenditure, on an 
average, represented 59 per cent of gross income .. 
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But we have to make two adjustments. Expenditure 
in the Farm Accounts includes the land revenue, and it does 
not include the cultivator's wages. 

The land revenue, on an average, may be taken as 
3-10 per cent of the gross value of the produce. Wages 
would amount to 20--25 per cent of gross income at the 
lowest computation, which is less than the cost of feeding 
plough bullocks. 

By wages we mean wages at a fair rate for the whole 
year and not merely for the days worked. The bullocks 
in the Canal colonies work for 3 or 4 months in the year, 
but they have to be fed for the whole year. The cultivator 
does not work for the whole year, but neither do Govern· 
ment servants, nor University or College professors. In ' 
any case the agricultural worker has a right to be treated no 
wurse than bullocks. 

Secondly, every member of the cultivator's family who 
assists in the work of cultivation is entitled to full wages. 
If 4 adult members of a cultivator's family, having no other 
occupation, work on a farm, and the rate of wages assumed 
is 5 annas daily, the daily cost of labour is Re. 1-4, and 
cost for the whole year Rs. 456-4. 

Further, wages which enter into costs are something 
more than the hare subsistence of the worker. A human 
being is worth a little more than-a bullock. 

The proportion of costs to gross income varies from 
year to year. In a good year it falls; in a bad year costs 
may absorb the whole of the gross income. On an average 
of good,· bad and indifferent years, costs (excluding 
the land revenue hut including wages) may, on a 
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conservative estimate, be taken as 70 per cent of gross 
mcome. 

PossiBILITY oF RISE OF PRIC~s 

The scheduled or 'paper' prices, which will furnish 
the standard for granting remissions, are in no sense 
'normal.' Pres~nt prices are more 'normal' than these 
prices. 

It cannot be too clearly stated that the old prices are 
gone for ever. For example, the present price of wheat is 
about Rs. 2 per maund. It is extremely improbable ·that 
the price of wheat will rise to Rs. 3-12. 

The price of wheat, or cotton, or other agricultural 
produce is determined, not by cost of cultivation in India, 
but in Western countries, and these costs have fallen heavily 
on account of progress, both biological and mechanical. 
The agricultural revolution is a fact, and it has come to 

stay. 
Prices may rise if there is a general restriction d 

agricultural production all over the world. But any rise 
of price~ would tend to stimulate production, and bring 
down prices again. It may also he pointed out that the 
restriction of agricultural production is not so easy to 
achieve as that of manufactured goods.2 Agricultur:1l 

2 Compensation is paid in the United States to farmers who grow less 
corn (35 cents for every bushel of corn that the lan•l of a farmer could 
have grown and 15 dollars for every pig that will not be raised as a result 
of growing less corn). The grant of compensation for crop restriction in 
India is impossible-no compenoation whatever is t<> be paid to jute farmers 
for jute restriction. 
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operations are not carried on within the four walls of a 
factory. 

Prices may rise if an inflath;mary policy is pursued; 
the rise of prices under uncontrolled inflation is limitless. 
But inflation is not an unmixed blessing. Further, in most 
countries there is no inflat'ionary t~ndency at the present 
time, in spite of heavy exchange depreciation. We seem 
to have taken to, heart the lessons that the post-war period 
of inflation taught us. It is certainly possibfe for India to 
embark on a policy of inflation even when the more· impor­
tant countries are, on the whole, maintaining a stable pric{~ 

level, but the effect of such a policy on our balance of trade 
and exchange may be disastrous. 

In the· light of present fac.ts it is impossible to be-'· 
optim~stic about the future courst~ of agricultural prices. 
There is greater possibility of a slow downward movement 
(checked from time to ~ime by efforts at production con­
trol) of agricultural prices as tlfe result of continued pro· 
gress in ~gricultural methods than of a rise. 

. '!'he American induRtry i11 feeling the burden of the proee~;sing tax oD 
cotfvn out of which compensation is paid to ~olton fanners. 

\YJ.ere no compensation is · paiJ, acreage rurtailment will be most 
diOicult t() enforce. 

· Acrenge curtailment in the Unitlld States, according to a Benter's ruble 
(published itl the Tributle of April 26) " cauAe~ appalling distress among 
8outhern tenant farmers becauaoe powllrful · landownerR can evade, the obli· 
gntion to ehare restriction, waking the entire onus fall upon tenants by 
evictions." 

No counlry, in the al!Rence of international agree!wmta limiting, export a, 
ran snc•:e~3fnlly follow a policy of crop restriction. While the United S!o.led. 
withurew _10 million acres of cotton in 1934, otl)er countries pla>:tte,f 4 · 
milli<,n a~rea more, The effect o£ l~rnp reRtriction • b.v one country lllay be 
n•'utraliset! loy other countries; the burdeu of crop re~tridi1111 is lH•rne by nn& 
country, nnd the profit largllly reaped by otl~ers, · 
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-our land revenue policy should recognize this all· 
important fact. Rates of land revenue should be worked 
out on the basis of n~rmal prices. Paper prices are decep· 
tive. we might as well base. standard rates of the land 

. reve~ue on ' paper ' prices which are twice as high as the 
commutation prices in the Government sched).lle. The scale 
<>f remissions ·will be doubled, · but will that- benefit the 
cultivator? 

REFORM OF THE LAND REVENUE 

·I wrote on this subject in 1929: 
" When net income is the basis of the· hind revenue 

· demand, the land revenue must be treated ~s a tax on 
agricultural income. The present position is anomalous 
because what operates as a ·tax on income is administered. 
like a tax on things. 

" The reform of the land revenue consists in abolishing 
the so-called tax on things ana' substituting in its place a 
graduated tax on agricultural incomes, with an exemption 

· limit. ~he principle must be recognised in the case ~f 
agricultural as it is in that of non-agricultural incomes, that 
no burden shall be imposed where the ability to pay is nil, 

· and that the sacrifice demanded from the tax-payer shall be 
in proportion to .his real ability to bear tax-burdens."3 

- It will be admitted that the ec~nomic position of the 
revenue payer today is much worse than in 1929. Even 
if no case existed for .a radical reform of the whole system 
of land-taxation in 1929, a very strong case exists today. 

3 Indian Economic Life, Past and Present, p. 568. · 
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The comparative inelasticity of the land revenue is 

shown by the fact that in the worst year of. the depression, 

1930-31, the land revenue amounted to about 30 crores in 
the Provinces, as compared with about 33 crorcs in 

1928-~9. General prices fell from 145 in 1929 to 96 in 
1931 (July 191,l= 100). 

~he mam burden of Provincial expenditure 

re.sts on the land. The r~lief granted to revenue 

payers i~:; negligible compared to the reduction m their 

HH'orne. 

' The only right way of reforming the Lind revenue 

system is its total abolition, and the subjecting of agricul­

tural incomes t0 the income-tax. If this is found 
impracticable, ( l) the land revenue must be reduced to 10 
per cent of net a!'stt" and (~) the smallest holders must be 

granted complete exemption. I 
In theory the land revenue is still one-quarter of net 

assets. It is difficult to understand how the peasant, in spite 

of his lteavily reduced income, is considered able to pay 

the land revenue at the old rate. It is a recognised principle 

of taxation that wlwre income falls, the rate of taxation 
must fall. A Minister, with an income of Rs. 60,000 a 

year, gives up only about 16 per cent of his income in the 
form of the ·income-tax (ignoring the sur-charges which will 
eventually be abolished). If a Minister's salary were 

reduced to Rs. 3,000 a month, his rate of income-tax will 

f•Jl automatically. Surely it is not unrea~onable to demand 

that when 'net assets', where they have not completely 

, vanbhed, have fallen 50-75 per cent, the rate of taxation 

of net a!'stts should b~ reduced? 
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As regards exempti.on from the land revenue, and the 
graduation of 'the ~ax, the Indian Taxation Enquiry Com­
mittee wrote in 1924-25: 

" It has been seen that, since the land revenue is a tax 
in rem levied at a flat rate, it would be impossible either 
to graduate it or to give exemption to particular lands 
because of the circumstances of the persons who cultivate 
them."' 

Let the land revenue be a tax iri rem, though it is 
levied as a. certain proportion of net assets. The land tax 
in England is not a -tax on eeonomic rent,-it is a tax on 
things, but in 1896 those with an annual income of less 
than £160 were granted complete exemption. They pay 
neither the land tax nor the income-tax. In New Zealand 
small farmers whose holdings are worth less than a given 
amount ( £500) enjoy exemption, and a graduated tax is 
levied on the larger estates. The principle of exempting 
farmers whose taxable capacity is considered insufficient is 
tl~us not unknown. It is technically not impossible to grant 
exemption in India. The exemption may be granted on the 
basis of the amount of land owned, the value of the land, 
or its estimated net income (allowing for wages) or net 
assets in the true sense. It is not impossible to discover the 
net assets of holdings of less than five acres. A low limit of 
exemption may be fixed in terms of net assets, say Rs. 200, 
or even Rs. 150. Is it not absurd to think that a farmer who 
earns a net profit of Rs. 150 in a year can bear to be taxed 
(and at the rate of 25 per cent of net assets) when a 

~F. 8ft 
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non-Pgricultural income of Rs. 999' is exempt from the 

income-tax? 
The term 'net assets ' needs a clear definition. " The 

net assets," wrote the Taxation Enquiry Committee, "may 
include or exclude the subsistence of the cultivator "5-as 
if the inclusion or exclusion of the subsistence of the culti­
vator. is a matter of no importance to the cultivator! 

Wages at a fair rate, and not merely the sub· 
sistence of the cultivator, must be definitely excluded from 
net assets, and in view of the uncertainty regarding existing 
practice, a statutory recognition of this principle is essential. 
The matter should not be left to the will of the Settlement 
Olflcer. 

Sometimes rents paid by tenants-at-will are used as an 
index of economic rent. No more unreliable index of 
economic rent or net assets exists at the present time. 
Tenants in the Punjab pay rPnt out of their subsistence. If, 
as is actually the case, tenants, on an averag~ of good, bad 
and indifferent years, pay over 80 per cent of the net 
income from ~ultivation (without making any deduction for 
their wages) as rent to landlords, retaining about 20 per 
cent as the reward for their own toil, r~nts paid by tenants 
much exceed " net assets." 

Is it of much help to say today that Akbar used to take 
one·third of the gross value of the produce as land revenue, 
and that other Kings took even more? Conditions for the 
cultivat?r have changed materially for the worse during the 
past 3 or 4 hundred years. The population has increased 

II P. 77. 
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(as it was bound to) and consequent! y th~ amount of land 
per cultivator has decreased. It is possible that on account 
of the extension of the cultivated area, the average yield of 
land per acre is also. now less than be£ ore. Further, in the 
old days, a far higher percentage of the population was 
supported by village industries and all kinds of hand-work 
than at present. When there is no lack of good land and 
agriculture is not the sole occupation of the people, any 
one may cultivate almost any amount of land that he cares 
to. The peasant may have enough to eat under such con­
ditions, even if he has to part with one-third of the gross 
produce as the land, tax. 

India is indebted to Mr. W. H. Moreland for an ex­
tremely biassed account of Moghul administration. Accord­
ing to 1\Ir. Moreland it was better to be a peon than n 
peasant under the Moghul kings in the · 16th and 17t:1 
centuries. That may or may not be true, but it is literally 
true, today that in the Punjab, where the level of agricul­
tural ' prosperity ' is higher than in other parts of India, tht.~ 

· meanest peon is better off than an average peasant owning 
less than 5 acres (58·3 per ce~t of the total number or 
owners), and much better off than a tenant ·cultivator 
(tenants cultivate about 60 per cent of the land in the 
Punjab). A peon earns about Rs. 200 in a year. The 
average net income per acre in 1932-33 according to the 
Punjab Farm Accounts, was Rs. 20-4, or a little more than 

· Rs. 100 for 5 acres (Rs. 11-14 per acre in 1931-32 and 
Rs. 7-13 in 1930-31). Even in 1928-29, or before the 
collapse of prices, the average income per acre did not 
exceed Rs. 33. The tenant, it goes without saying, earns 



TAXATION OF AGRICULTURE 65 

much less than the peasant-proprietor. To a great m;my 

peasants in the Punjab today the earnings of a Government 

peoP 11re untold wealth. 

A HoPELEss SITUATION 

Will the land revenue be reduced to 10 per cent of 

rcnl W!t <Bsets? No .• Will small holders be granted f'X· 

emption? No. The Government, in adopting the sliding 

!':CJ le system of assessment think they have gone to the 
f'\trcme limit of generosity and beneficence. We have 
sern that under this system, on account of the comparative 
inelasticity of costs, Government would take a higher 

proportion of net assets than before. It is impossible to 
hdieve that Gc;vernment d.o not know the true position. 

Thr: reel difficu1ty is the top-l1eavincss of the administration, 
nnr.l tltl' inal,ility of Government to reduce their seale of 
c\penrliture. There are no other important sources of 
provincial revenue, and the peasant must continue to bear 
his atrociously l1eavy burden of taxation until he Lreaks 
under the strain. 

The mt>aning of this taxation in relation to the move· 
ment of the population is significant. Growing pre~sure of 
population on the soil, accompanied, as it is in India, Ly 
lwavy laxation of agrirulturi:.-;ts, docs not increase their 
charw,•::; of ~urvival in the struggle for existence. Under­
ft·d, ovrr-taxcd, and carrying a heavy load of debt, the 
cultiYator cannot react to famine and disease except in the 
lll~tnner l1e does. 

F. u 



CHAPTER III 

MOVEMENT OF THE POPULATION AND CIVIL 
CONDITION 

... 
"The actual increase_ since 1921," writes the Census 

Commissioner fo~ India 1931 (Dr. Hutton), "is 33,895,298, 
· that is to say, 10·6 per ~~nt on the population at the last 

census and 39 per cent on the population of India 50 years 
ago."1 

The population of India increased from 318·9 millions 
in 1921 to 352·8 millions in 1931, or by 10·6 per cent. 
But the real increase of numbers between 1881 and 1931 
was 33 per cent, not· 39 per cent. The · real increase ·was· 
less than the nominal. incr.ease, · found by comparing the 

recorded population in 1881 with that in 1931, on account 
of tw~ factors: (a) the . additions of area and population 
included at each census, and (b) the progressive increase in 
the accuracy of enumeration from census to census. The 
population recorded at each census in India.is given below; 
the figures for England and Wales have b~en. added for the 
sake of comparison : 

TABLE I 
RECORDED PoPULATioN IN MILLIONS 

Year. India. England & Wales. 
1872 206·2 22·1 
1831 ... .. 253·9 26·0 
1891 .. 287·3 29·0 
1901 .. 294·4 32·5 
1911 315·2 36·1 
1921 ••. 318·9 37·9 
1931 .. 352·8 39·9 

1 P. G. 

66 
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According to the recorded figures the growth of 
numbers in India between 1881 and 1931 was about 99 
millions, and the percentage of growth 39; the growth 
of numbers between 1872 and 1931 was about 147 millions 

\ 

and the percentage of growth 71! But this is thorough! y 
absurd. We are concerned with the real, not nominal or 
apparent increase in numbers. 

The foil owing table shows the real increase of numbers 
since 1872 :-

TABLE II 

REAL INCREASE OF MEMBERS 

India. Increa~e per Englao,J Increase per 
rcriod. (Millions.) .cent. & '.Vale~. cent. 

(Millions.) 

1372-81 .. 3·0 1·1 3·3 10.1 

1881-91 .. 24·3 9·1 3·0 n.s 

1891-1900 .. 4·1 1·4 3·5 12·1 

1901-11 .. 18·7 6·3 3·6 11·1 

1911-21 .. 3·7 1·2 1·8 s.o 

1921-31 33·9 10·6 2·0 5·3 

Total 1872 to 
1931 .. 87·7 17·2 

The population recorded at the census of 1881 exceed· 
ed the figure for 1872 by no less than 48 millions. But of 
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thi's i~crease 33 millions was due to the inclusion of new 
areas, and 12 millions to improvement of method. Thus 
the real increase of numbers between 1872 and 1881 was 
only 3 millions. In the next decade the total increase was 
33·5 millions, but the real increase was 24·3 millions. No 
allowance has to be made now for the inclusion of new 
areas or improvement of ·method, so that the whole of the 
recorded increase between 1921 and 1931 is real increase in 
numbers {33·9 millions). 

IRREGULAR RATES OF INCREASE ' 

Table II shows that the rate of increase in the different 
periods in India was very unequal. The figures show a 
period of comparatively rapid increase following one of an 
almost stationary population. The movement of population 
in England and Wales is in striking contrast to . that in 
India. The population was increasing steadily at a rate 
higher than that of India till 1911. Then came a fall in· 
the rate of increase in 1911·21, principally due to the war. 
The factor which explains the slower rate of increase in 
England and Wales, and Western Europe at the pre~ent 

time is fall in the birth rate. 
' . 

When figures of real increase of numbers in India and 
England imd Wales are plotted on a chart; India's curve has 
the shape of a W; that of England and Wales is very nearly 
a straight line dipping towards the end. 

What is the explanation of this peculiar movement of 
our population? 
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The growth of population in India is determined not 
merely by the relation between normal birth and death rates, 
but by abnormal causes which affect this relation, as famine 

and disease. 
The famine of 1876-78 falls in the first period. This 

famine severely affected southern India, particularly the 
:Madras Presidency, while its ~ffect was felt generally 
throughout the country. The severity of the famine in 
Madras may be judged from the fact that in· five districts of 
the province where. famine was intense, the population in 
1881, as compared with 1871, decreased 25·12 per cent; 
in two districts, where it was moderate, the decrease in 
population !Vas 3·62 per cent, while in Shimoga district, 

1 

where it was slight, the percentage increase was 0·15. 
The effect of a famine in checking the growth of 

numbers is not confined to the famine zone. The resulting 
high prices and scarcity check rapid reproduction in districts 
which have not been affected by fami~e. "It may safely 

· be accepted," wrote the Census· Commissioner for 1881, 
" that when fooq is scarce. there are fewer births"-this 
may be due to prudence, deliberate or instinctive, or physio· 
logical causes. " It remains stamped on the age tables " 
goes on the Census Commissioner, "that in 1876-78 very 
much fewer children were begotten throughout the 
(Madras) Presidency than in previous or subsequent years, 
and this is true of the , so-called non-famine districts, 
although to· an obviously slighter extent than of the famine 

·districts.'.'* 

"Census Ucport, 1881, p. •57. 



INDIA BEFORE THE CRISIS 

The period 1881-1891 was one of recovery. It is 
generally seen that the birth rate rapidly increases ·after 
any p€'riod of exceptional mortality, due to war, diseases or 
famine. Famine mortality is high among the very old, the 
very young and those of a weak constitution. If th~n a 
period of famine is followed by a period of good crops, the 
population should increase rapidly as it contains an un­
usually high proportion of healthy persons at the reproduc­
tive ages. For example, the population of Madras and 
Mysore, both of which had suffered heavily in the famine 
of 1876-78, increased 15·7 and 18·1 per cent respective· 
~y in the decade 1881-1891, and after the famines of 1897 
tmd 1900, the population 'o.f the Central Provinces and 
Berar increased 17·9 per cent in the decade 1901-11. 
· The real increase of population it:~ the decade 
1881-1891 was 9·1 per cent. This is the only decade 
between 1872 and 1921 which was free from any excep· 
tional calamity. 

Mr.· Baines, the Census Commissioner for 1891, had 
prophesied that the rate of increase in the period 1881-91 
was not likely to he maintained. After the good seasons 
of this decade he expected a check to the growth of 
population on account of famine.. As it turned out, 
agricultural conditions in the decade 1891-1901 were 
adverse. There was scarcity over a considerable area in 
Madras and Bombay in 1891-92~ and parts of Bihar were 
also affected. There were extensive crop failures in 1895 
in the southern districts of the United Provinces, while in 
the following .year famine conditions prevailed in the 
United Provinces, Central Provinces and Berar and parts of 
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Madras, Bombay, Bengal, the Punjab, Rajputana, Central 
India and Hyderabad. The area affected was 300,000 sq. 
miles with a population of nearly 70 ~illions. At the heels 
of this famine there followed the famine of 1899-1900 
which was even more disastrous. It is estimated that the 
total mortality due to these two famines was about 5 
millions. 

This period also saw the appearance of plague in 
Boml.Jay in 1896. The epidemic rapidly spread in the 
Bombay Presidency and in some other parts of India, and by 
the date of the Census had caused a mortality of nearly a 
million. 

Plague. and famine checked the rate of growth off 
population. As the Census Commissioner for 1901 remarks: 
" In a period which has witncsseJ two great famines of the 
century and the appearance of a new and deadly disease the 
wonder is not that the pace at which the population has 
grown is less than it was during the previous ten years, wli.en 
the rate of progress was more rapid than usual, but that 
there should have been any increment at all."* 

The real increase of population in this period was 1·4 
per cent. 

Apart from faminr, economic conditions of the decade 
were favourable to progress. The railway mileage open to 
traffic increased from 17,000 in 1890-91 to 25,000 in 
1900-01; 43,000 miles of canals were in operation in 1901 
as compared with only 9,000 ten years previously. There 
was also a steady development of variou~ mining and 

" Census Report, 1901, p. 84. 
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manufacturing industries in the decade. The Census 
Commissioner regarded the outlook for the future as hope· 
ful, unless famine again supervened. He did not think that 
·India had already more inhabitants than it could support. 
There was considerable room for expansion. While in 
particular parts of the country (parts of Bihar and in the 
east of the United Provinces) the pressure on the soil was 
beginning to he felt, this was not .true of the country as a 
whole. About tWo-third~ of the population of India 
occupied only a quarter of the whole area, and the remain­
ing one-third of the population was scattered over three· 
quarters of the area which nowhere contained as many as 
200 persons to the square mile. It was also seen that the 
greatest increase of population had occurred in districts 
which in 1891 had already a density of from 500 to 600 
persons per square mile, and the smallest increase in 
districts which had a population of 100 to 200. 

The next decade, 1901-11, was free from any serious 
widespread famine, though crop failures occurred over a 
wide area in 1907, extending from Bihar to the Punjab and 
Bombay, . and famine conditions prevailed in the United 
Provinces and in a few districts elsewhere. .This period has 
been characterised as one of " moderate agricultural 
prosperity" for the country as a whole. 

The real increase of population in this decade was 6·3 
per cent. It would have been greater but for disease. 
Malarial fev~r took a'hea;y toll of mortality in the irrigated 
tracts of Eastern and Central Punjab and the Ganges· 
Jamuna Doah in the United Provinces, where in 1908 alone 
the reported mortality from " fevers" was nearly two 
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millions. The Punjab, the United Proyinces and Bombay 
suffered severely from plague; the total plague mortality 
was estimated to be 6·5 millions, of which over one-third 

occurred in the Punjab. 
The outstanding feature of the decade 1911-1921 

was the influenza epidemic. The w~r falls in this period, 
hut its effect on the growth of numbers was negligible. The 
actual number of death casualties among the offi'cers and 
ranks of Indian army units and labour corps was 58,238. 
The maximum number serving out of India in combatant 
and labour units at any one time between 1914 and 1919 
was approximately Indian troops 250,000, labour corps 
230,000, total 480,000; the number about the time of the. 
ccmus was troops 105,000, labour corps 20,800, total 
125,800. 

Economic conditions were favourable till 1917. The 
monsoon of 1918 was feeble, and that of 1919 was not much 
httter. The outturn of the chief food erops declined heavi· 
1 y and prices rose. Influenza came at a time of widespread 
crop failures. It affected every part of India and "wiped 
out in a few months practically the whole natural increase 
in the population for the previous seven years." 

The number of deaths due to influenza in the area 
under registration was about 7,100,000 in 1918 and 1~ 
m\llions in 1919, giving a total recorded mortality of 81 
millions. But the total influenza mortality was much 
greater than thig, for on account of the complete breakdown 
t,f the reporting staff the registration of vital statistics was 
suspend~d in 1918, and when later the figures were recon· 
Etructed, there were many omissions, particularly as regards 
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women. The. figure given above also does not take account 
of the mortality in areas where there was no registration,. 
and thus neglects one-fourth of the total population. On 
the whole it was estimated by the census authorities that the 
total ~ortality from influenza was between 12 and 13 
millions for India. The Actuarial Report on the Census of 
1921 put influenza mortality at 22 millions or 7 per cent of 

. the population. The following figures, though imperfect 
and incomplete, enable us to realise the severe effect of the 
epidemic on the growth of numbers: 

Province. 
Average yearly 
excess of births 

Average yearly 
excees of deaths 

over deaths per over births per 
mille,l911-1::117. mille, l\:l18-lv.W. 

Assam 5·4 - 9·4 

Bengal •• 4·8 - 5·5 

Bihar & Orissa 9·1 - 9·1 

Bombay 4·7 -19·8. 

Burma .. 8·5 - ·1 

C. P. & Berar 11·8 -23·1 

Madras .• 8·5 - 3·1 

N.-W. F. Province .• 8·3 -11·1 

Punjab •• 12·5 - 5·0 

United Provinces 10·6 -17·8 

The epidemic affected rural districts more se\erely than 
urban districts. In the Punjab the mortality in urban areas 
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was 36 per mille as against 51 per mille iq ruiul ::~re~s. 

Mortality was under 5 per cent among Europeans, about 

6 per cent among Indians of the higher classes who were 

able to obtain medical attendance, and over 50 per cent 

among the people in rural districts. The heavy mortality 

in rural areas was due to the lack of medical assistance and 

improper and inadequate provision of diet, clothing, etc., in 

illness.* 
The Punjab suffered severely from influenza but it 

still suffered less than the United Provinces and th~ Central 
Provinces. At th~ end of the decade, the population of the 

United Provinces was found to have decreased 3·1 per cent 
and of the Central Provinces 0·3 per cen~ as compared with, 

1911. On the whole the population of India increased by 
1·2 per cent. 

The last decade, 1921-31, was ftee from famine and 

epidemics and Lhe increase of numbers m this decade 
constitutes a record ( 33·9 millions). 

It is wrong to attribute this heavy increase to the 
beneficent activities of the Public Health Department. The 

utility of this Department is undisputed. But the effect of 

* " From the mi1ldle of October to the middle of November " aays the 
Ccnsu~ CommisRioner for the Punjab, " the a!l1le o[ the Province beggars 
ie:;cription. Hospitals were choked, dead and dying lay by the kidc~ ,Jf 
lhll ron,Js, Luria! grounds and the burning ghats were atraine<l bP-yond 
thPir <:apncity and eorpseR lay awaiting burial anrl rreJUation. Terror 
anol r·outn:>:ou rrigned supmme, the p<.•otal and tei,Jgrapb services wero 
disorganis~~d. and a harrasRerl and depleted medical ecrvice atrugl~lctl 
\'aliant.ly I • hut ineffectually to cnpe with the uiBeaRe. Dnring this peri oil 
laq;e numbers of the educated clos•cs earned the gratitude of the sufferers 
by devoted eelf·sacrifice and social service, while medical students throughout 
the province rendered every as~iRtaoce within their power." Punjab Census 
He port, 1921, p. 60. 
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its activities on the moveme~t of our population is so slight 
as to be negligible. · 

As we have seen, between 1872 and 1931 there are two 
decades of rapid growth, 1881-91 and· 1921-3!'; each 
followed a period in which the population was practically 
stationary ( irrcreas~ 1·1 per cent in 1872-81 and 1·2 per 
cent in 1911-21). The explanation .of the considerable. 
growth of numbers in 1921-31 is the sarrie as that for 
1881-91; on account of the elimination of the weak and 
the unfit by disease (1911-21) or fa~ine (1872-81), 
the population .c~ntained a~ unusually' high proportion of 
vigorous persons at reproductive ages. 

RATE oF INCREASE AS CoMPARED wiTH EuROPE· 

Writing on our population problem Dr~ Hutton says: 

" Attention has already been dra.wn to 'the grave 
increase in the population of this country. The 
·actual figure of the increase alone is little uuder 
34 millions, a figure approaching equality with 
that _of the total population of France or Italy, 
and appreciably greater than that of such 
important European powers as Poland and 
Spain. The population now even exceeds the 
latest estimate of the population of China, so 
that India now heads the list of all the countrie! 
in the world in the number of her· inhabitants. 
This increase, however, is from m~st points ~f 
view a cause for alarm rather than for 

I 

sa ti sf action. "2 

2P. 29. 
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Everyone must agree with Dr. Hutton~that the rapid 
increase of numbers in 1921-31 is a cause for alarm 
rather than satisfaction. As we have seen, the pressure on 
the soil has increased in almost all provinces, and· there are 
no means of relieving it, except death. One is led to expect 
from the peculiar movement of our population in the past 
that epidemics will carry off I'hillions of our people, 
enfeebled by want, in the coming years. This cannot be a 
cause for satisfaction to anyone. . 

But, considering the rate of increase since 1872, the 
population of India is not increasing rapidly. As compared 
with the leading European countries (France alone except· 
ed), the rttte ·of increase is slower in India. 

How does the rate of growth of the population of India 
compare with that of other countries? 

For European countries reliable statistics of popula­
tion are available since 1800. It is well known th'at the 
population of Europe was increasing very slowly before the 
19th century. The growth of the populatiof!. was checke~ 
by epidemics and war. With the beginning of the 19th 
century the co~ditions completely changed and the popula­
tion began to increase rapidly.' It is estimated that the 
population of Europe grew from 187 millions in 1800 to 
447 millions in l910, an increase of 260 millions in no 
years, the rate of growth being 7·9 per cent per annum. 

The rate of growth became particularly rapid about 
the middle of the 19Lh century. For example, the popula· 
ti01; of England and Wales incre;sed from 9·2 millions at 
the beginning of the 19th century to 18 millions i~ 1850, 
32·5 millions in 1900 and 36 millions in 1911. Ireland 
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shows a decrease, but this is due to special causes. nut 
even the Irish population increased from 5·5 millions in 
1800 t~ 8,295,000 in 1845, after which a steady decrease 
in . numbers began, so that the population was reduced to 
4,390,000 in 1911. Emigration wholly accounts for this 
decrease. The population of Germany increased from 24:5 
millions. in 1800 to 35 millions in 1850 and about 6:> 
millions in 1910. The increase in Russia was still more 
remarkable-from about 38 millions in 1800 to 61 millions 
in 1850 and 131 millions in 1910. The figures for Russia 
are not absolutely reliable, but there is no doubt that the 
population of Russia has increased very rapidly since 1800. 

It is interesting to note that at the beginning of the 
19th century the population of France exceeded that of any 
European country with the exception of Russia. Even in 
1846 France had a population of 34,546,975, as compared 
with Germany's 34,396,055. But four years later (in 
1850) the German population exceeded the French slightly, 
and since then the difference has steadily increased. In 
1910 Germany had a population of about 65 millions as 
compared with France's 39,192,000. 

The growth of the population in belligerent countries 
was suddenly checked by the war ( 1914-18). The war 

·· also affected the growth of numbers in neutral countries. 
The war affected the growth of population both directly 

and indirectly. Indirectly it caused a fall in the birth rate 
and in the number of marriages, and an increase in the 
death rate, apart from the direct los,$eS due to war casualtiec:. 

The total decrease in numbers due to the decrease in 
hirths and increase in deaths among the civil and military 
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popubtion in the case of four leading belligerents is shown 

h:·lov/' :-

llecreaR•' lll 

l•irt LB from 
~~ fl v l:ll5 tn 

,Jt;ly Jn9. 

IncreaRe in 
deathA. 
lfll4·ltl. 

Total 
decrea~e. 

PPr 100 of 
MH' popula­
tion of Hl14. 

Gwn<:ny . . 3,590,000 2,160:000 5,750,000 8·5 

Fiu1r:e l,::.rJn.oo0 1,5·+0,000 2,930,000 7·t 

l!al) L'.II().IJUO 1,24.0,000 2,540,000 7.0 

Gre<lt l3ritA.in 
& In·l,md. fl.JO,OIJO 925,000 1,765,000 3·3 

ToTAL 7,120,000 ::;,:;65,000 12,935,000 

The tu!al 1o3s amounted to about 13 millions, or about 
I l'';r l·ent ,Jf tlH~ total piJj>Ulation of these ~our countries. 

Germany sufT ered most (8·5 per cent) and Great Britain 
.md lrdanrl least (3·B per C':·nl). 

In spitf: of the direct and indirect effects of the war in 

Iedusing mm·Lcrs, the population of Germany (without 

including; territory which Germany loft according to the 
tf·rtn:-; of Peace) increa::-ed 3·5 per cent between 1910 and 
1919, of Italy, LttV~·een 1911 and 1921, by 7'5 per cent, 

and (•f Great Britain (without Ireland) by 4·7 pl·r cent in 

the same period. In each of thr,,se cases the rate of growth 

wa~ tnore r,1pid than that of the Indian population ( 1·2 per 

fent). The population of Belgium increased by 0·5 per 
<tnt, and of France decreasrd by 4·8 per cent l~etwcen 

1911--21. 

3lhnd1llotrterbuch der Staat4wiutMchaft~tt, Vol. II. 
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The following table shows the growth of numbers ~~­

India and other countries between 1870' and 1930 :-

TABLE 
(a). (b) Inat&oe f>€'4: 

18i0. 31-l'J.1930. cent. 
Millions. MJ!ions. 

India 265·1 352.8 33·0 

Germany 40·9 (H.5 57·7 

Italr 26·7 41·0 53.5 

Spain 16·3 23.6 44·7 

France 36·8 40.0 (c) 3·7 

\ 
Belgium 5·0 8·1 61.2 

Netherlands 3·6 1·9 108·3 

Der..mark .1.8 3·6 100·0 

England & Wales 22·7 39·9 75·7 

Russia 106.4 (d) 161·0 51·3 

Europe 307·7 505·7 6-1.3 

Sources:-

(a) Handu·oeterbuch der $taals•d'ssen.schaften, Yo!. H. 

(b) Statistical Year-Book of the League of Nation .. s for 
. 1931-32. 

· (c) The population of France in ~!arch 1931 was 41,134-,9:?3. 
Add to this the number of military and na\al fMr.~.:; 

and crews of the commer·:ial na\y aJ:.road-93,918, 
and deduct from the total 1,393,376, which is tl:e 
population of the territory acquired by France accord· 

ing to the Treaty of Versaille5. 

(d) For Russia the earlier figur~, that for the year lP.?7, i5 

given in the Statesman's rcar·Book, 1933. 
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It is seen that of all countries mentioned in the table 
the rate of growth was slowest in India, with the sole 

exception of France. 
As compared with our 33 per cent increase, the popu· 

lation of England and Wales increased by about 76 per 
cent. Between 1897 and 1931, i.e., in a period of 34 
years, the population of Russia increased a little more than 

51 per cent. 
India may w~ll be compared with Europe, for in many 

re:-;pects India is more like a continent than a country. 
In 1931 Europe, including European Russia, had a 

population of about 506 millions, or 64·3 per cent greater 
than its population in 1870. In these 60 years the popula· 
tion of Europe increased at a rate about double that of 
India. 

Hmrn AI\D DEATH RATES 

\Vla:n we compare Lirth and death rates in India with 
tho~e in other countries it is found ( 1) that both are higher 
than in other countries, and, (2) that while in other countries 
both birlh and death rates show a tendency to fall, in India 
they show no such distinct tendency. 

It has been often pointed out that the reported birth 
and death rates in India are not accurate. The difference 
between birth and death ratef! estimated by the actuary 
( l\Ir. A eland) at the census of 1911 and the reported rates 
amounted to 7 or 8 omissions per mile for births, and 
:;;lightly less for deaths. In using the reported birth and 
death rates we have, therefore, to bear in mind that the 
actual Lirth and <leath rates are higher than the reported 

F.G ' 
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rates. The records of births and deaths, however, though 
incomplete, are not useless. As was pointed out by the 
Census Commissioner for 1921, "Except for progressive 
improvement in urban areas and occasional breakdowns 
during epidemics, the errors are more or less constant from 
year to year,"* and while not placing absolute reliance on 
the figures, we may use them for purposes of comparison. 

In the decade 1921-30 the highest birth rate per 1,000 
of the population in India was 36·9 (1928) and the lowe~t 
31·85 (1922). Between 1885 and 1900 the highest and 
lowest birth rates were 42·16 (1899) and 31·54 (1892). 
The year 1899 shows an exceptionally high birth rate-a 
record for India. Ignoring this year the highest birth 
rate was 36·58 in 1900. The average birth rate in 1921-
30 {34·35) was lower than the average for 1885-90 
(35·83), and that for 1891-1900 (35·43). But it is 
difficult to speak of any tendency towards a lower birth rate 
in India such as the countries of Western Europe show. 

The birth rate in Germany, France and the United 
Kingdom at the present time is below 20 per 1,000 of the 
population. In 1881_.:_90 the birth rate in Germany was 
as high as 36·8, in France 23·9 and in England and Wales 
32·5. In Europe the highest birth rate in 1930 was that of 
Rumania ( 35·0). The birth rate in Italy and Holland is 
higher than that in Germany, France or the United 
Kingdom, but it used to be much higher fifty years ago 
(Italy 37·7 and Netherland 34·2 in 1881-90). 

" Census of India, Yol. 1, Report, p .. 15. 



1\IOVE::\IENT OF THE POPULATION 83 

The fall in the birth rate in Western Europe is regarded 
with alarm, and, for military reasons, serious efforts are 
being made to encourage the growth ·of numbers. An . 
interesting example of the methods employed to stimulate 
the declining birth rate is furnished by the following item 
of news which appeared in the People of February 12, 
1935. 

~'!Just before Christmas, Signor Mussolini presented 
4,000 lire (about Rs. 1,000) to each of 94 mothers who since 
November 4, 1918, had given birth in all to 910 children 
still alive. The 94 mothers came respectively {rom the 9"1· 
p~winces of Italy, and Signor 1\lussolini extolled them " a~ 
an examp]e to ~II the mothers of Italy.' In Rome the six 
most prolific mothers were each presented with a four-

' . roomed flat."\ 
It would seem that the problem of the birth rate in 

India and Western Europe is very different. Here every 
one would welcome a check t.o " the devastating torrent of 
babies." In Western Eu!ope, where the torrent has become 
a ' trickle,' desperate ·but, on the whole, unsuccessful 
attempts are being made to restore the torrent again. It 
will not be uninteresting for us in I~dia, where births are 
absolutely ·uncontrolled . (except by Nature), to study 
the causes of the decline in the birth rate in Western 
Europe. 

Various theories have heen put forward to account for 
this phenomenon. They have been carefully analysed in 
a recent German publication.'• 

~Die Uriachen da1 Gtburtenrueckganges im europacischen Kulturhreis 
hy lJr. no~Pl'i(:h v. UogcrO·Sternbcrg (Rerii'u, l'J32). 
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1. Relations between the sexes have altered, and the 
common view of sexual morality has changed. Sexual 
gratification outside the bonds of marriage is not only 
regarded as moral but a bodily need. The prevention of 
pregnancy is no longer looked upon with disfavour; what 
is condemned is the bringing of children into the 
world whose chances of success and happiness in 
life are small. Woman decides how many children 
she will bear, and it is considered wrong to de­
stroy her beauty and health through frequent child­
births.5 

2. The well-known German economist Brentano has 
sought the aid of Gossen's .law of diminishing utility and 
substitution to explai~ the phenomenon. To people in a low 
stage of culture sexual pleasure is the only or the mo~t 

important form of pleasure. Men and women who enjoy 
a high degree of prosperity and culture care also for other 
pleasures. '1Man," says Brentano, " ceases to produce 
children when the increase in their number procures less 
satisfaction than other pleasures of life, which he would 
have to do without otherwise."6l 

3. The decline in the death rate increases the propor· 
tion of men of higher ages in the total population, which 
must tend to restrict the chances of promotion of your.ger 
men. The decline in the death rate thus indirectly prevents 
the number of marriages and the size of the family from 
increasing too rapidly. 

::. Dr. U ngern-Sternberg, loc. cit., p. 43. 

a nid.! p. 51. 
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4·. The rate of infant mortality has gone down 
('C•miderably. in the progressive countries of Europe. 
Parents wanting two or three children do not bring more 
into . the world, knowing thaf the children born will 

live. 
5 .. Women claim equaEty with men in Europe, and 

their emancipation, to which ·the Great :war gave an 
impetus, is an important cause of the decline in the birth 
rate. It is estimated that of the total number of females 
in Europe about 30 per cent earn their own living;' this 
proportion i.s 65·70 per cent in the case of men. 

The toal number of females in India is 171 millions, 
of which 27·9 millions are shown in the Occupation tables 
under" Total earner;;' principal occupation"; thus 10·6 per 
< ent of ·the females in India (ignoring working dependents) 
are earners. But it is dillicult to say whether our figures 
are comparabl~ with those for Europe. · The proportion of 
indcpl;'ndcnt women who earn their own living is probably 
lesH than 10·6 per. cent of the total number of females. The 
principal occupation of women, as that of m~n, in India is 
agriculture. 

Emancipation of women, both in the cultural and 
rnat('rial ~wnse, reduces the birth rate. A working woman 
uf th~ proletariat has fewer children because she remembers 
hn own fmfferings as a member of a numerous family. 

(J. The Church condemns the voluntary limitation of 
L~itths, l•ut the influence of the Church is declining. The 
r1sin;; t i cle of materiali;om and atheism may not be a direct 
r,au~c <1f the declining birth rate, but it does indicate, as 
Dr. Ht~derit.k V. Ungern·Sternbcrg contends, a change of 
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mentality. Generally in Europe clergymen hare the large;,t 
families. 

Among religious __ people, whether Hindu, Sikh, Mu3lim 
or Christian, the idea persists that life is from God, for 
l\'hich reason birth-control is sinful. The average Indian 
shares the conviction expressed by the poet in the followin;; 
verses: 

.f d.4$' dE ~" ~0.0 ~~ d. ~ 

{ d4 4'-' d. ~ ~"' 
-'j.f dE .; ~ .~ d. ~ 

'5(..\M ~.., dE .f d. f ~.(l) 

t ~.., ~tj &.f¥.; d.lp ~~, 4f 
~ .. '-' ....Wu (L.., . .<' ~..:)'.. .. . .~ v~J ur-

The average Indian has never heard of the theory 
which explains the evolution of man (including his mouth~ 
teeth and the digestive apparatus) without reference to a 
deliberate act of the Creator. In the same sense ~lauLma 
Rum has written : 

~ ~ ut..,j )I ~'-' ~ aJ~ ,.._.c) ~~ 

~ lf"T r.,.r..l ~) ' o- )J~ ur. 
7. Use of contraceptives. This is known to all 

classes in Europe.' The popularisation and cheapening uf 
contraceptives, which do not injure health nor affect sexudl 
enjoyment, has furnished the means of univer:;alising the 

voluntary limitation of births. 

7 Ex~p'ing those who object to birth <ontrol £or particular r~~s·)D8, 
uncontrolled tirtbs take place in Europe- cnly in the case of id10ta aud 
drunkards. tee Attfgabe11 cler Becoclkerurt1SJJOlitik by Dr. 'Med. E. rr. 
Stoll. (Jena, 19Z7), p. 5. 
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8. It is well-known that the frequency of births 
decreases with prosperity. The ratio of children born in 
the. poorest to those in the- richest families is 3 : 1. The 
effect may be direct or physiological, or indirect: with· the 
growth of culture and refinement, which prosperity brings, 
there is a growing desire to maintain a high standard of 
living. 

9. Urbanisation in most cases is found to lower the 
birth rate, and this is one of the reasons why Signor 
.Mussolini is an enemy of urbanisation. In 1929 the birth 
rate for the whole of Germany was 17·9 per thousaQd, and 
for Berlin only 10·0 per 1000. Dr. Ungern-Sternberg 
has very good reasons to compiain of the Gebaerleistung of 
Berlin, or the achievements of Berlin in the matter of child4 

production. In the year 1926 Berlin's net achievement in 
thi5 direction was minus 0·1 per thousand inhabitants (birth 
rate 10·0 and death rate 11·0 per 1000). Berlin stands 
lowest among the cities of the world, and Moscow leads with 
a birth rate of 29·8 per 1000 which exceeds the death rate 
( 13·2) by 16·6 per 1000. 

T}1ere is no appr~ciahle difference between London's 
birth rate and the average birth rate for the whole of 
England and Wales. This is because the whole of the 
country is industrialised, and Neo-Malthusian habits and 
practices are widely spread among all classes. 

Indian statistics are difficult to interpret. Among the 
provinces Delhi has the largest ratio of urban to rural 
population { 5: 3), but in defiance of the law which operates 
in Europe, Delhi has the highest birth rate. In 1930 the 
ratio of births per 1000 of the population was for Delhi. 
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49.25, Assam 31.35, C. P. and Berar 47·7,~, Bihar and 
Orissa 36.2, Burma 28.87, Punjab 43·3, U. P. 37·31, 
Bengal 26·6, Bombay 37·41 and Madras 39·8. 

The high birth rate for Delhi is irreconcilable with 
the census figure (based on the examination of 2,2"i·G 
slips) of the average number of children born per family 
in this province-3·5. This average is highest for Travan­
core State, 6·5. 'Gwalior follows with 6·2, and next to 

Gwalior 'is Bengal with an average of 6·0 child:en. 
Bombay and Punjab are about equal with 4·0 and 3"9 
children respectively. 

Considered by religion or community, Christians and 
Primitive tribes ('Tribal') lead with an av~~~ge . of 5·0 

. children born per family. Parsis come next with 4 ·6 
children; Hindus have 4· 3, and 1\'Iuslims and Sikhs 4 ·l 
each. .. 

Considered by occupation, those following tl1e rm· 
fessions of law, medicine and instruction have the ~ma1lest 
number of children, 3·7 per family, ~'bile pried~ 

('religion') have the largest, 5·2. But cultivating owners 
have more children ( 4·4) than agricultural labourers ( 4·3). 
In the matter of education, culture and refinement, however, 
. there is little to choose between cultivating owner;; and 
agricultural labourers in India. · 

It may be doubted whether artificial checks operate to 
limit the size of the family to any Yery large extent even iti 

Lhe case of those who follow the professions of la"'' 
medicine and instruction. In the case of all classes the size 
of the family in India is determined chiefly, and in th;It of 
the r~ral population solely, by natural causes. Education is , 
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\Vf~ternising men, but there is no Westernising of women 
,). ~ yet. The birth rate is uncontrolled in the towns in the 
same i:.eme in which it is uncontrolled in the villages. 

DEATH RATE 

A high birth rate necessarily means a high death rate. 

W c have seen tl1at it is not' possib11. .. to speak of any tenclcncy 
towo rds a decline in our birth rate. No such tendency is 
nhibited by death rates either. But death rates in a 

decade depend upon the conditions of health. The death 
rates were lower in 1921-30 than in the preceding decade; 

Lut tltey will prolJably be higher in the decade 1931-40. 
f n a country where the growth of numbers is conlrolled by 

~liH·a1:e it is impossible to speak of any definite trend in 
•leath rates. . 

A few examples of the fall in death rates in other 
(·ounlries are given below:-

1881-90 1930 

C1.'11nany 25.1 ll·l 
FnP11:e 22·1 15·6 

Italy .• 27·3 14·1 

Hollvr.J 21·0 9·1 

In fndia the tknrh rate in towns is always higher than 

in rural districts, the difference amounting to 4·5 per 1000. 
I:ut in the infh:cnza epidemic of 1918 the death rate in 
1 urd di~Lrict~ exceeded that in towns: 62·93 per 1000 in 
rurnl district:' and 56·76 per 100() in towns. 

,\ccording to da:-l', Hindu~; and Muslims show the 
~ ~lfi1e deatli rdcs, but lhu:se for Christians are distinctly 
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lower. 'Fevers' claim the largest number of deaths, but 
the term is vague and covers all kinds of diseases. 

Towns in the United Provinces have generally the 
highest death rates. Between 1921-30 the death rate in 
Benares r~nged between 46·10 and 66·81 per 1000. 

There is a striking contrast in death rates in citiea and 
cantonments:-

Deaths per 1,000. Cit,y. Cantonment. 
1930, •. 

Hyderabad 30·52 . 6·65 

Luckno~ 47.11 18·33 

Ben ares 55·74 12·04 

Fyzabad 28·03 7·20 

IN'r ANT MoRTALITY 

Along with the general death rate, the rate of infant 
mortality has heavily fallen in most European countries 
during the past 50 years or more. The fall betw.een 
1871-75 and 1908 amounted to 21·5 per cent for France, 
over 34 per cent for Sweden, Denmark, and, Netherlands, . 
and 44 per cent for Switzerland. In 1871~75 infant · 
mortality in Germany pe~ 1000 children born living was · 
244-a little higher than our· own average rate at the 
present time. The rate fell. to 151 in 1913, 133 in 1921 
and 85 in 1930. In 1930, among European countrie~, 

Switzerland and Holland had the lowest rate of infant 
mortality-51 per 1000. But Australia and New ZealanJ 
show still lower rates ( 41 and 31 respectively in 1931). 

These rates ate so low as to be almost incredible. 
The average for India is about one-fifth or 20 per cent, 
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which sometimes rises to over. 5S per cent in cities like 
Bombay. 

No marked fall in the infant mortality rate occurrea 
in the decade 1921-30: 

AGE-DISTRIBUTION 

TABLE I 

AGE·GROUPS. (MALES) 8 

Germany (lll25) France (1021)) India (1931) 

No. l'er 1000 No. Fer 1000 No. Per 1091) 
Ages, (1000) maieR, (1000) - males. (1000) males. 

0-10 6,007 192. 2,996 155 50,231 278 

10-19 6,420 213 3,281 170 37,613 209 

20-29 5,533 1?.3 3,282 170 31,781 176 

J0-39 .3,992 132 2,540 132 25,765 143 

41J-4.9 3,713 123 2,507 129 15,149 84 

50-59 2,915 96 2,205 lH 9,284 52 

W+ 2,617 87 2,460 127 8,106 4.5 

Total 30,197 19,309 177,929 

Age-distribution in India is also in striking contrast 
to age·di::.trihution in European countries. 

Our age-pyramid has the broadest base, and the nar­
rowest top. The broad base is due to the large proportion 
of thildren (0-5) in our proportion-147 males per 1000 
mi.Jle~, as compared with 95 in France and 91 in Germany. 
Jn the highc<;t age-group ( 60 +) we have 45 per 1000, as 
compared with Germany's 87 and France's 127. 

8 For GermtiUY anu France, see Stat. Year·bouk of the Ltaque ()f 
Nat1nn.< l\13:J.33. 
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Our age-pyramid is the most reg4-lar. In the case of 
France and Germany the numbers in the age·group 10-19 

· are greater than in the preceding group. The heavy drop 
in the second age-group in our case is due to the high rate 
of infant mortality. · 

Germany had 234 i.n the first age-group in 1910, as 
compared with 192 in 1925; and France 171 in 1911 as 

. compared with 155 in.l926. · The fall in .each case is due 
to decline in the birth rate-fewer. children are born and 
therefore the proportion of children to the total population 
has fallen. 

Age-distribution of the population fluctuates from 
decade to decade. If both the birth rate and the death rate 
are declining, the proportion of the population in the first 
age-group will decline, and that in the higher, particularly 
the .last ag~·group, rise. In Europe these changes are due 
to the deliberate action of man : voluntary limitation of 
births, improvement in conditions of public health and · 
success in fighting disease which have increased the average 
"duration of life. In India natural causes, or famines and 
epidemics, determine the ~hanges in the age-distribution of 
the population. For ex_ample, per 10,000 of the popula­
tion there were in 1881 1318 children (ages 0-5), 3010 
adults (25-45), and 475 old men (60 and over). The 
proportion of children was below and of adults above the 
normal on account of the famine of 1876-78. In 1891 the 
proportion o{ children rose to 1409 and that of adults fell 
to 2969. The influenza epidemic of 1918-19 claimed a 
higher proportion of victims from the ranks of children 
and adults than old men, with the result that in 1921 there 
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were per 10,000 of the population 1202 children, 
2917 adults and 507 old men. In 1931 the proportion of 
children increased to 1478 and that of adults and old men 
fell. The fall. in the proportion of old men from 
507 to 384 does not signify that somehow cqnditions 
of life have suddenly become adverse to them. It 
is largely due to the heavy increase in _the proportion of 
children. 

TABLE II 

AcE-DISTRIBUTION OF 10,000 OF EACH SEX IN INDIA 

MALES 

1881 1891 1901 1911 1921 1931 

0-5 .. 1,318 1,409 1,254 1,327 1,202 1,473 

25-:tS .. 3,010' 2,969 2,985 2,931 2,947 3,335' 

GO and over 475 462 466 485 507 38/t 

FEMALES 

o-·-s .. 1,419 '1,527 1,339 1,433 1,316 l,G05 

25-45 .. 2,973 2,931 2,955 2,931 2,904 2,724 

(,() and over 591 573 555 555 557 406 

If we have a high proportion of children (0-5) at this 
time, then 10 years later there would be a higher proportion 
of boys of 10-15 iri the population than at present. If no 
epidemics visited us in 1931-41, the proportion of children 
in our population in 19U would be lower, and that of old 
wen hig~lCr than in i931. 
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ExPECTATION OF LIFE 

The expectation of life in India is much shorter than 
in other Gountries. 

At birth the expectation of life in India in the case of 
a male child in 1901-10 was 22·52 years as compared with 
43·97 years in Japan, 48·53 years in England and iJ5·8t 
years in Norway. The striking differenc~ between the 
figure for India and ·those for other countries is due to our · 
abnormal rate of infant mortality. But not only at birth 

·hut at all ages the expectation of all in India is less than 
in other civilized countries. The difference is not wholly 
accounted for by climate. The latest figures of the expecta· 
tion of life are those for India for 1931 and England for 
1921: 

TABLE 

EXPECTATION OF LIFE, MALES 

Age All-India England Age All-India En;; land 

" 1931 1921 1931 1921 

0 26·91 55·02 50 14·31 21·36 

10 36·33 54.64 60 10·25 14·36 

20 29·57 45·73 70 6·35 8·75 

30 23·60 37.40 80 3·13 4.·93 

40 18·60 29·36 90 1-12 2·82 

The expectation of I if e in India in 1931 for all age., 

up to 80 was higher than in 1911. This would be regard· 
ed as a matter for satisfaction if we did not know that owing 
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to the elimination of the weak and the unfit by the influenza 
·epidemic of 1918-19 the population· in the last' decade 
contained an unusually high proportion of the fit and the 
strong. But the rapid growth of numbers in the last decade 
and the increase in the expectation of life are ephemeral 
phenomena, i.e., the progress will not .continue in the 
decade 1931--41. If, as there is much reason to fear, the 
growth of numbers i':l cut short in this decade by epidemics, 
tl1c expectations of life for 1931-41 will be lower than 
tho~e for 1921-31.. 

The increase in the leading European countries has 
been steady and continuous. For example, the expectation 
(Jf life at birth for a male child in Germany was 35·58 . 
ye.>rs in 1871-72, 37·17 years in 1881-90, 40·56 years in 
1891-1900 and 47·41 years in 1910:11. The rise in the· 
expectation ot life in England and Wales between 1871 and 
1921 is shown by the following table: 

TADLE 

ExPECTATION OF LIFE I:'l' E."iGLA."m AND WALES 

Age Males Femalq,a 
1'371 19:21 1871 1021 

0 .. 40"t 55.5 43·5 59·5 

5 4!/·8 53·8 51·9 61·7 

25 .. ?,5-4 4l.(i 37·5 44·5 

45 .. 22·3 25-3 24·1 27·8 

65 10·5 11.4 11·2 9·12 

(Sou:rc.e: Statistical Abstract for the United Kingdom, 1933) 
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A progressive increase in the expectation of life is a 
sign of improvement in the material conditions of well· 
being, and is, therefore, a reliable index of proEperity. 
Such tests of prosperity are inapplicable to India, and 
therefore we are accustomed to ineasure the increase in our 
prosperity by such standards as the growth of the stamp 
rev~nue or increase in litigation, and the growth of the­

excise revenue or increase in drunkenness. 

SEx RATIO 

The deficiency of females at birth is a well-kr(,,\ n 

phenomenon. in European countries the proportion of 
Loys to girls is 104-106 boys to 100 girls. In India the 
ratio per cent of male to female births is about 108. In 
European countries, however, the death rate among frmales 
is much lower than among males, and cohsequently tlte 
proportion of females to males in the higher age·grt~UJH 

increases, and in the total population there ia an exce:;;, vf 
females over males. In India there is an excess of females 
over males (both in the case of Hindus and of Mu~lirm) in 
the age-groups 0-5, 20-25, and 60 and over. In all other 
age-groups there is an excess of males over ftmaler:-. 
Taking all ages together there were, per 1000 males, 9.) ~ 
females in 1911, 946 in 1921 and 94·0 in 1931. 

A deficiency of females exists in all provinces, except 
Bihar & Orissa and Madras. The Central Provinces and 
Berar used to have an excess of females, but in 1931, this 
province also (for the first time) showed a slight deficiency 
of females (998, actual population). 
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Among the larger provinces the deficiency is greatest 

in the Punjab: 
Proportion of females to 

1000 males 

1381 844 

1891 850 

1901 854 

1911 817 

1921 828 

1931 831 

For the natural population of the Punjab the propor­
tion was 819 in 1921 and 824 in 1931. 

It is seen that this proportion increased from 1881 to 
1901, and fell from 1901 to 1921. A slight improvement 
took place in the decade 1921-31. 

The greater defiCiency of females in the Punjab is not 
explained by deficiency at birth. The ratio per cent of 
male to female births in the Punjab ( a~out 112) is indeed 
higher than the average for the whole of India, but Ajmer­
Merwara shows a higher ratio than the Punjab, and the 
N.-W.F.P. beats all records in this respect with an average 
ratio of 129 male births to 100 female births in the 'last 
decade.9 And yet the deficiency of females in both Ajmer· 
1\lerwara and N.-W.F.P. is less than in the Punjab. 

We get no explanation from the Census Commissioner, 
Punjab, (1931) of the fact, which he notes, that of the 
major Indian provinces the Punjab has the 'smallest pro-

9 The proportion for N .. w. F. Province is absurdly high and un­
•·!liahlt>. It is. due to defectiviJ regi8tration o! female births. See Repor~ 
for N .• w. F. P., 1931 Census, P.· 79. · 

F. 7 



. 98 INDIA BEFORE THE CRISIS 

po-rtion of females. He suggests that perhaps "the pre­
ponderance of males in the Punjab is due to its peculiar 

. re<p1irements "-the Punjab being "the gateway and 
sword-hand of lndia."10 But the N.-W.F. Province is the 
gateway and sword-hand of India in a still superior sense. 
How 'exactly the peculiar requirements of the N.-W.F. 
Province affect the ratio of male to female births in that 
province i~ not known, but ft is impossible to believe that 
fewer women as compared with N.-W.F. Province mnive 
in relation to males in the Punjab on account of the political 
requirements o{ the Punjab. 

The only. possible explanation is that conditions of 
life are harder for women than for men in the Punjab, 
as also. in other provinces where a deficiency of females 
exists. 

The deficiency of females at birth is not a satisfactory 
explanation, for, as we have seen, such deficiency is a 
universal phenomenon: A higher death rate among boys, 
who are constitutionally more delicate than girls, equalizes 
the proportJons of the tvro sexes in Europe by the time 
adolescence .is reached and at the age of 4 or 5 in India. 
Mter that, in European countries, mortality among males 
remains relatively high on account of their harder life, 
which i~ more exposed to risk than .that of females. It 
is otherwise in India, and particularly i~ the Punjab. 

In the Punjab fewer females die up to the age of 5. 
Thereafter for all age-groups including 60 and over the 
ratio of female to male deaths is higher as sho·wn by the 

10 Punjab Report, 1931, p. 159. 
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table given below.· Figures for N.-W.F. Province are added 
for the 5ake of comparison: 

FEMALE DEATHS PER 1,000 MALE DEATHS 

Age Punjabll N.W.F.P,l1 

0-1 ... 968 764 

1-5 980 896 

5-10 1,083 865 

10-15 1,250 890 

15-~0 1,267 921 

20-30 1,154' 1,072 

30--40 1,200 991 

40-::JO 1,045 873 

50-GO l,(JUO 774 

60 or over .. 1,082 724 

That the Punjab should have a higher ratio of female 
to male Jeaths than the N.-W.F. Province is thoroughly dis· 
graceful. · 

How can the sex ratio be improved? ·The political 
requirements of the pr~vince have nothing to do with. the 
question. It is a question l)f taking proper care of female 
children, of raisir,g the age of marriage, of avoiding too 
frequent lJirths, of abandoning primitive melhods of ~id­
wifery, of educating wo~en and of treating widows better. 

11 l'lmjah fleport, 1931, p. 158. 

u N .. w. F. P. Report, 1931, p. 57. 
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MARRIAGE 

The Census returns relating to marriage for 1931 are 
extraordinary, and such as we might well be ashamed of. 
Taking all religions together the proportion of the married 
of ages under 15 per 1000 of each sex gradually declined 
from 1891 to 1921 :-

MARRIED PER 1,000 OF EACH SEX 

Males, Ages Females, Ages 

0-5 5-10 10-15 0-5 5-10 10-15 
1931 16 79 149 30 193 381 

1921 6 32 116 11 88 382 

1911 .. 7 37 129 ,14 105 430 

1901 7 36 134 13 102 423 

1891 6 36 154 13 123 495 

But the figures suddenly shot up in 1931. The com· 
hined numbers for age 0-15 are given below:-

NUMBER OF MARRIED PER 1,000 OF THOSE AGED 0-15 YEARS 

Males. Females. 

1881 63 187 

1891 .. 59 170 

1901 59 162 

1911 54 156 

1921 51 144 

1931 77 181 
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The Sarda Act came into force a year before the 
Census, and hence. the rush to marry off children. The 
figures show the powerful hold of custom and religion on 
orthodox Hindus and Muslims-there was a parallel 
increase in the ratio of married children of both com· 
munities. 

Dr. Hutton believes that at the Census there was an 
attempt to conceal the age of girls married below 15. He 
estimates the lowest ratio of females aged 0-15 who are 
married at 196 per 1000 instead of the census ratio of 181 
prr 1000. About one-fifth of the total number of females 
were ·married at an age below 15. 

In most European countries the percentage of men. 
who marry below the age of 20 lS insignificant. The 
average age of first marriage in the case of males and 
females in various countries is shown below:-

Yenr Men. Ar:e Women. Age 

Germany 1913 27·5 24·7 

France .. 1906-10 28.0 23·7 

Italy 1911-14 27·2 23·6 

Switzerland 1901-10 28·3 25·8 

England and Wales 1906-14 27•4 25·7 

Scotland .. 1906-14 27·8 25.8 

Nrtherlands 1906-15 27·6 25·3 

Sweden .. 1906-13 28·8 26.4 
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The highest· proportion of men. who marry (first 
marriage) in Europe are between the ages 25-29 and women 
between 20-24. · 

The proportion of widows to the population is much 
higher in India than in European countries. The privilege 
whic~ Hindu widowers enjoy of remarrying, denied to 

widows, explains the high proportion of Hindu widowst 
aged 15-40, 124 per 10~0, as compared with the figure for 
widowers-43. The corresponding figures for Bengal are 
w:idows 210, widowers 31, and for Muslims of India~ 

widows 91 and widowers 36. 

ToWNs A!\'D VILLAGES 

At the first general census of India in 1881 a town was 
defined as a "collection of habitations whe.re the inhabitants 
exceed 5,000, but are less than 50,000 "-habitations 
where more· than 50,000 pers.ons lived were classed as 
' cities.' All places. containing less than 50~0 persons were 
treated as ' villages'. 

90·9 per cent of the total population lived in villages 
and 9·1 per cent in towns as defined above. " Thus there 
are 10 villagers to every 1 to~nsman, the proportion in 

. England being 1 :2,"'wrote the Census Commissioner . 
. At the census of 1891 the definition of a town was 

extended so as to include many of the smaller municipali­
ties and other areas which wo.uld have been classified as 
villages if the . numerical standard of 5,000 had been 
fltrjctly adhered to. 
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. A uniform definition of a 'town' has been used since 
1901. ., A town includes (1) every Municipality of what· 
ever size, (2) all civil lines not included within municipal 
limits, (3) every cantonment, ( 4) every other conti:t:tuous 
collection of houses, permanently inhabited by not less than 
5000 persons, which the Provincial Superintendent may 
decide to treat as a town for census purposes. t 

Overgrown villages, even possessing a· population of 
more than 5000, are not classed· as, towns. To be treated 
as a town a place with a population of more than 500~ 

must possess urban characteristics. In making their 
decision, the Census Superintendents. are instructed to take 
into consideration " the character of the population, the 
relative density of the dwellings, importance in trade and 
historic associations."13 

Towns of not less than 100,000 inhabitants are treated 
as 'cities.' 

Between 1911 and 1921 the population of towns of 
above 50,000 increased 16 per cent, of towns of 20,000 to 
50,000, 7·6 pet cent, while that of towns of 10,000 ·to 
20,000 increased by only 0·7 per cent. The growth of the . 
larger towns was thus at the expense of the rqedium-sized 
towns. In Western India, which is industrially more 
advanced than any other part of India, the types o'f. places 
which lost to the cities were " not the smaller villages but 
the middle·sized country towns."1~ 

13 C~?nsns Beport, India, Hl31, p. 45. 

1i Census R··pol't, India, 1921, p. 66. 
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RuRAL AND URBAN PoPULATION, 1901-1931, FIGURES IN 1,000 

1901 1911 1921 1931 

Class I. 100,000 & over 6,635 7,076 8,212 9,674 

Class II. 50,000-100,000 2,931 3,010 3,5J8 4,572 

Class III. 20,000--50,000 5,474 5,546 5,969 8,091 

Class IV. 10,000--20,000 5,975 6,164 6,221 7,449 

Class . V. 5,000--10,000 5,993 5,945 6,223 6,993 

Class VI. Under 5,000 •• 2,176 2,008 2,333 2,206 

Total Town population .. 29,184 29,748 32,475 38,985 

Rural Areas . . .. 265,117 285,408 286,467 3i3,852 

NuMBER or ToWNs AND VILLAGES 

Towns 1901 1911 1921 1931 

Class I 31 30 35 38 

Class II 52 45 54 65 

Class III 167 131 200 263 

Class IV ' 471 442 451 543 

Class V 857 848 885 987 . 
Class VI .. 570 607 691 674· 

'• 

ToTAL 2,148 2,153 2,316 2,575 

(Villages) .• 728,605 720,342 . 685,665 696,831 

Between 1921 and 1931 the population of towns of 
20,000-50,000 increased most rapidly. Their population 
is now about double that of towns of 50,000 to 100,000, 
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and is only a little less than the total population of 38 
cities. The number of towns was increased in 1931 by the 
treatment of cantonments as separate entities; formerly they 
were included in the adjoining towns. 

Between 1901 and 1931 the town population increased 
by 3:k per cent and the village population by 19 per cent. 
1 n spite of the larger percentage growth of the town popula· 
tion, due to the growth of trade and industry, it is not 
pof'sible to speak of any urbanisation in India. 11 per cent 
of the total population lived in towns in 1931, an increase 
of 0·8 per cent as compared with 1921, and 1·5 per cent as 
compared with 1891. 

URBAN AND Rt:R\L PoPULATioN: PER CENT OF TOTAL 

Urban .Rural 

1891 9·5 90-5 

1901 9·9 90·1 

1911 9·4 90·6 

1921 10.2 89·8 

1931 ll·O 89·0 

. The fall in .the proportion of the urban population in 
1911 is explained by plague, from which towns suffered 
more than rural areas. At the time of the census of 1911 
tht· epidemic was raging in several provinces and a large 
number of the rrgular inhabitants of many towns had gone 
away. 
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The growth of towns is dependent upon the growth of 
industries. In view of the very slow development of Indian 
manufacturing industries it is not surprising that the pro· 
gress .of urbanisation in India is slow. This progress has 
been very rapid in European countries, such as Germany, 
which 'is ~xplained by their rapid industrialisation. In 

- 1800 about 90 per cent of the population of Germany lived 
in places with less than 5,000 inhabitants, and only 10 per 
cent in towns.· The growth of the town population, parti· 
cularly the population of Cities, became rapid after 1850 
and the pace increased after 1870. In 1850 there were in 
Germany only 5 towns with more than 100,000 ·inhabitants, 
8 in 1870, and 48 in 1910. Between 1871 and 1910 the 
town population of Germany increased from 14·8 millions 
( 36·1 per· cent of the total population) to about 39 millions. 
( 60·0 per cent) and the rural population decreased from 
26·2 millions ( 63·9 per cent) to 25·95 millions (.40·0 per 
cent). 

The growth of the larger towns in Germany has not 
been, as in India, at the expense of the medium-sized towns, 
hut chiefly at the expense of the villages. Between 1871 
and 1910 the percentage of the population living in country 
towns decreased from 12·4 to 1~·24 and that of rural terri· 
tory (places with. less than 2,000 inhabitants), decreased 
from 63·9 to 39·98 per cent while the percentage of the 
population living in large towns. (over 100,000) increased 
from 4·8 to 21·28 per cent. 

In Austria 91 per cent of the population in 1843 lived 
in places with less than 5,000 inhabitants, and 9 per cent 
in towns of over 5,000. In 1910 the proportions were 
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72·8 and 27·2. Between 1851 and 1911 the town popula­
tion of France increased from 25·5 per cent of the total 
population to 44·2 per cent. The percentage of the popula- · 
tion living in towns (more than 8,000 inhabitants) in the­
United States of America increased from 3·35 in 1790 to 

29·20 in 1890. Taking a town to be a place with more 
than 2,500 inhabitants, the percentage of the population of 
tl1e United States living in towns increased from 40·5 per 
cent in 1900 to 46·3 per cent in 1910. 9·2 per cent of the 
total population of the United States in 1910 lived in towns 
of more than 1,000,000 and 22·1 per cent in towns of 
mora than 100,000 (Germany 21·28). 

HousiNG 

The housing conditions in some of our cities are- far 
from satisfactory. They are terrible in Bombay, the centre 
of the textile industry; "At least 36 per cent of the 
fiOJIUlation of the city," says Dr. Hutton, " suffer from 

, d' "15 gros~ over-crow ·mg. 

About 8 lakhs of persons~or 74 per cent of Bombay's 
population live in one-roomed tenements. Of these 2! 
lakl1:; live in rooms occupied by 6-1). persons each, 80,133 
in rnom5 of 10-19 persons ~ach and 15,490 in room~· 
occu pieJ by 20 or more persons to each room. . 

The average density of a London County Borough is 
37,5GB persons to the ~quare mile; the maximum density 
is in Soulhwark-97,088 to the square mile. Bombay's 
den:-ity i:; -18,000, of Delhi City (Municipality) 58,273, 
and of SikandaraLad (U.P.) 63,552 per square mile. These 

151lcprJTt, l'J31, p. l'i2. 
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average ~ensities convey little idea of the congestion in cer· 
tain parts of ~ur towns. Three wards of Peshawar have 
densities of 121,600, 131,840 a11:d 188,800 per sq. mile 
respectively; 177,000 persons live in the o~d walled city of 
Lahore at a density of 198,500 persons per square mile! 

In view of 'such congestion, and the dirt, filth and 
squalor in our towns, it is not· surprising that epidemics, 
when they appear, spread very rapidly, and are so difficult 
to cope with. 

~ITERACY 

How do we stand in the matter of illiteracy as compar· 
ed with other countries?. We lead the world. 

TABLE 

ILLITERACY ACCORDING TO CENSUS RETURNS. ALL AGES 10 AND 0\'ER 

Per cent of total · 

Year Males Females 'Persons 
Per cent Per cent Per cent 

AFRICA-

\Egypt . 1927 76·9 .95.3 85·7 

AMERICA-

Canada 1921 5·7 - 4·4 5.1 

U.S. A. .. 1920 6·0 . 5.9 6·0 

Mexico 61·7 67·6 64·9 

ASIA-

India 1921 83·9 97·7 90·6 
u.s. s. R. 1926 33·1 62·9 48·7 



PLATE No. 12. 

India (1931) 

~0' 1 

Bulgaria (1 9~ ;"; ) 

U. S .. -\. (10~0) 

()'0 

Egypt (1927) 

85' 7 

Po land (1921) 

32"7 

FrancE:' (1 9:Z6) 

5 '9 



Portugal (1920) 

()!) '2 

Italy ( 1921) 

Canada (1921) 

Greece (1928) 

43 •3 

Latavia (1930) 

18'8 

Australia (1921) 

1'7 
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EuRoPE-

Belgium .. 1920 6.6 8·4'. 7·5 
Bulgaria .. 1926 25·3. 53·9 39·7 
Spain .. 1920 35·0 50·2 43·0 
~tonia .. 1922 7·2 14·0 10·8 
France 1926 5·1 . 6·7 . 5·9 

Greece 19~ 25·4. 60·5 43·3 
Hungary .. ·1920. 10·3 15·3 13·0 
Italy •. .. 1921 23·3 30·0 26·8 
Lata via .. 1930 12·2 24·3 18·8 
Lithunia .. 1930 30·7 34.4 32·7 
Poland .. 1921 29·4 35·7 32.7 
Portugal .. 1920 56·8 72.8 65·2 

OCEANIA-

Australia • .. 1921 2·1 1·2 1·7 

In 1921 with 83·9 per c~nt of illiterate males and . ' 
97·7 per cent of illiterate females we led th~ world. The 
position did .not change in 1931. The.proportions for India 
for 1931 are 82·6 per cent illiterate males (of al~ ages 10 
and over) and 96·9 per cent of females of the same ages. 
The following table shows the number of literates of ages 
5 and over. ' 

llld.ia. Millions Provinces. Millions 

ToTAL POPULATION 296·? . 230·0 
Males 153·8 119.4 
Females 142.5 110·6 

LITERATES .. 28·1 (9·5%) 22·7 (~·9%) 
Males 23·9 19.5 
Females 4·2 . 3·2 

LITERATES . .. 3·7 (1·3%) 3·1 0·4%) 
Males 3·3 2·8 
Females 0·4 0·3 
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TABLE I 
VITAL STATISTICS. BPJTISH INDIA 

Ratio of Ratio of Ratio per Ratio per 
births per deaths per cent of cetlt of 

1000 of po· 1000 of male to fe- male to fe-
pulation population male births. male d.;ath9 

1921 32·20 30·59 108·05 110·90 

1922 31·85 24·02 109·09 112.27 

1923 35.06 25·00 108·00 109·98 

1924 34.44 28·49 108·1 109·99 

1925 33·65 24·72 108·1 111.05 

1926 34·77 26·76 107·7 109·:W 

1927 35·27 24·89 107·9 109.59 

1928 36.79 25·59 108·0 108·-13 

1929 35·47 25·95 107·9 IQ8.Qr; 

1930 35.99 . 26·85 107·9 HJ3·M 
' 

TABLE II 
• 

INFANT MoRTALITY PER 100 Bmrns 

Males F~malefl 

1921 20·5 19·0 

1922 18·3 16·6 

1923 18·3 ]6.8 

1924 19·7 18·0 

1925 18.1 16·7 

1926 19·7 13·0 

1927 17·4 15.9 

1928 18·1 16·4 

1929 18.5 16·9 

1930 18·9 17·2 
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TABLE Ill 
RATIO OF DEATHS PER 1,000 oF THE PoPULATION 

In towns In rural dis- According to class. 
trict~ Christians Hindus Mohammadans 

1918 56·76 62·98 37.55 64·61 56·12 

1921 33·33 . 30·32 16·61 30·87 29.54 

1922 27·41 23·00 16·09 24·08 23·22 
1923 29·27 24·58 18·84 24·63 25·80 
1924 31·66 I 28·18 20.89 28·00 30·35 
1925 29·21 24·27 18·64 24·72 24·99 
1026 32·52 26·19 21·29 26.92 26·29 
1927 29·05 24·43 19·89 24·96 24·61 
1923 30·08 25·15 20·83 25·77 24·79 
1929 31·42 25·41 20·63 25.96 25.57 
1930 30~11 26·52 20·79 27·67 25·13 

(Source: Statistical Abstract for British India. Vital Statistics.) 

TABLE IV 
BIRTH AND DEATH RATIO IN DIFFERENT COUNTRIES. 

PER 1,000 OF THE POPULATION OF 1930. 
Annual Annual Deaths nn· 

Birth rate Death rate rate of ex· marriage der 1 Yr. 
cesg of births rate per 1000 

living births. 

Egypt 45·7 25·0 20·7 151 
U.S. A. 18·9 11·3 7·6 9.1 . 65 
Briti1-h India •• 32·9 24·5 8·4 180 
Japan 32·4. 18·2 14·2 1·9 . 12-L 
Germany .. 17·5 ll·1 6·4 8.7 85 
France .. 18·0 15·6 2·4 8.2 78 
Italy .. 26·7 14·1 12·0 7.4. 106 
Holland .. 23·1 9·1 * 14·0 8·0 51* 
United Kingdom 16·8 11·7 5·1 1·8 63 
Houmania .. 35·0t 19·4t 15·6 9.3 176~ 
Sweden 15·4* 11·7 3·7 7·1 55 

* Lowest in Europe. t Highest in Europe. 
! Highest in Europe, excluding Malta (297 per 1000}. 
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TABLE V 

SrzE oF FAMILY BY OccuPATION or HrssA..~D. 

ALL-INDIA 

Total of all classe! 

Cultivating owners 

Agricultural labourers 

Industry 

Public Administration 

Professions and Liberal Arts 

Religion-

Law, medicine and instruction 

TABLE VI 

Average number of . 
children born per family 

4.3 

4·4 

4·3 

4·2 

3·9 

4·3 

5·2 

3·7 

SrzE or FAMILY BY CoMMUNITY oR RELIGION oF fAMILY 

Average number of 
children born p~r family 

Total 4·2 

Hindu 4·3 

Sikh 4·1 

Jain 4.2 

Buddhist .. 3·8 

Parsi .. 4·6 

Muslim 4·1 

Christian 4.0 

Tribal 5·0 
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TABLE VII 
SIZE OF fAMILY BY PROVINCES AND STATES* 

Average number of 
children born per family 

Total 
Daroda State 
Dengal 
Domhay 
C. I. Agency 
C. P. & Berar 
Cochin State 
Gwalior State 
Jammu & Kashmir State 
1\1 yso re State 
Punjab 
Delhi 
Travancore State 

TABLE VIII 
PoPULATION OF CAPITAL TowNs IN 1,000 

1931 1901 
Calcutta 1,193 848 
Patna 160 135 
llomhay 1,161 776 
Madras 646 509 
Rangoon 399 235 
Albhabad 174 172 
Delhi 447 209 
Lnhore 400 203 
Nagpur ... 215 128 
Peshawar 87 95t 
1\pa 205 188 

4·2 
5·7 
6·0 
4.0 
3·5 
;l·O 
3·8 
6·2 
5·7 
4·4 
3·9 
3.5 
6·5 

1872 
633 
159 
644 
393 
99 
14~ 

154 
125 
84 
77t 

H9 

* N(\ infnrrnationis available about .the United Provinres, Madras and 
N. W. F. Pwvince. Th·e eonrca of these statistics is Fertility Ta.b!O?a 

giVPO a:< Appt'ndix I to CenRUS of Inui&, 1331, Vol. I, Part n (Table9), 
t lnoclu•k3 cantonment. -

1!'-. 8 
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*London (administrative country), ( 1931) 

Paris (1911) 

Berlin (1919) 

Vienna (1920) 

Brussels (1919) 

Ro.me (1915) 

Moscow (1931) · 

tNew York City (1920) 

4,.396.000 

2,888,000 

3,804,000 

1,842,000 

831,000 

591,000 

.. 3,663,000 

5,621,000. 

• London with suburbs bas a. l'opnlatinn of approximately 8,00~,r..no. 

t With suburbs, the fort, the Port and Canals. 



CHAPTER IV · 

RURAL RECONSTRUCTION 

The heavy fall in agricultural prices and the acute 
(listress that 'it has caused among the agricultural classes 
have turned the attention of both the people and the Govern­
ment to rural· reconstruction and the revival of cottage 
industries as a subordinary source of income to the village 
people. , 

Mahatma Gandhi initiated the movement by founding 
his Village Industries Associa~ion in 19,34. The head­
•Iuarters of this Association are at Wardha; branches are to· 
Le opened in all. provinces .. A Board of Administration has 
hern formed under the Village lndustrie:; Association, which 
has been en.trusted with important functions: of co­
ordinating the policy followed · in different centres, of 
collecting information about the existing condition of village 
industries and the economic and physical condition of 
villagers, of carrying on research work (left undefined) with 
the help of specialists and experts, and of discovering and 
creating markets for surplus village manufactures. The 

. DoarJ will be assisted by workers or agents who 
" consistently with their p~e·occupation of earning their 
livdihood," will give their whole time to the work of the 
Association. Finally, a lloard of Advisers has been consti· 
tuted which includes, among others, Dr. Tagore, Sir· J. C. 
Dose, Sir P. C. Ray, and Sir C. V. Raman. The object of 
the Village InJustdes Association is to promote the economic 
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welfare of village people, to make them ' self-reliant and 
self-supporting.' 

The Villag~ Industries Association has nothing to do 
.with politics. ' 

Probably taking their inspiration from Mahatma 
Gandhi the Government of India have provided 113 lakhs 
in the budget for 1935-36 for rural reconstruction. Out of 
tlus sum 10-15 lakhs will he required to place the co· 
operative movement on sound financial foundations; the rest 
of the grant will be available for the economic development 
and· improvement of rural areas. Preference is to be gin·n 
to schemes which can be quickly put into 0peration, but the 
money need not all be spent during the year 1935-36. Tlw 
grant for rural reconstruction may become an annual 

affair. 

The Punjab Government has provided a lakh for the 

same purpose. The Finance Member of the Punjab thus 
referred to this subject in the course of his budget epeech 

in 1935: 

" An item of particular interest connected with uext 
year's expenditure is the continuance of the appointment of 
the Commissioner of Rural Reconstruction for another year 
and the provision of one lakh for schemes that may be 
approved in connection with this movement. I think the 
Punjab may congratulate itself on being the home of t~e 
rural reconstruction movement. Long before it had become 
fashionable with either official or non-official agencies to try 
to improve the surrou~dings of the villager and to proviJe 
him with extra means of livelihood and with some recreation 
after his unceasing toil, l\lr. Brayne had taken the work in 
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hand with characteristic energy, and he was soon followed 
by several other District Officers in the Punjab. He has 
outlived the initial period of criticism and ridicule and now 
the whole of India is following his lead." 

Considerable sums of money· are already being spent 
on cottage industries by Government. Whatever Government 
may have thought of cottage industries in the past, at the 
pre~ent time Government attitude towards them is friendly 
and '3ympathetic. There is no provincial Government which 
is not anxious to encourage them, _and which has not taken 
practical steps to do so. Their importance is officially 
recognised. " Cottage industries," says the· review of the 
working of Lthe Departm~nt of Industries of the Delhi 
Province for 193.3-34, "are destined to play an important 
part in the economic life of the Province, as the insufficient 
earnings of the agricultural population point to cottage 
inclustrie5 as a subsidiary means of livelihood." There is 
a Drp_artmeut ·of lndmtries in every Province, and these 
Prorincial Departments are mainly con\~erned with hand· 
worhr~, lJoth in towns and villages. 

Incidentally it may be noted that the British Fascist 
leader, Sir Oswald l\Iosley, is a supporter of village 
in1tu~tries for India. In his' Greater Britain' (new edition 
1 0J+) he writes: "We have failed to promote the develop· 
JJlf'nt of Indian agriculture and village industry in place of 
the hPrding together of the Indian masses in virtual slavery 
in tl1e new industrial cities, the chief obj~ct of which is to 
undn..:ut Lancashire goods for the benefit of International 
GJ pital."1 

1 I. 1.JJ, 
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WoRK or AN INDUSTRIEs DEPARTMENT 

The work of the Punjab Department of Industries in 
1933-34 is briefly reviewed below just to show what tti~ 

Department is doing for cottage workers and how. 

The expenditure of the Department in 1933-34 amount· 
ed to a little over lli lakhs, of '\hich about 3! lakhs wen· 
spent on industrial schools. Their number is 31, including 
4 or 5 private institutions 1vhich receive Government aiJ. 
The crafts taught in the industrial schools are: carpentry; 
blacksmithy; lacquer turning; weaving; carpet weJYing; 

turning; mechanist, fitter and turner course; foundry cnurse; 
metal work; sports gear; tailoring; char pay-making; chit 1.· 
making; cane-work; mechanical engineering; steam-engine 
driving; engine driving; shoe-making; fitter; electric work; 
electrician; and kindergarten. The number of student.; 
receiving instruction was 2,382. 

In addition to industrial schqols, the following imtitu­
tions are maintained by the Deparment: 1\layo SclFJol (J 
Arts, Lahore; Weaving Institute, Amritsar; Technictl 
School, Lahore (including School for the blind); Zenan1 
Industrial School, Lahore; Institute of Dyeing arhl Ca 1 i c:u 

Printing, Shahdara; and Demonstration Weaving Factory~ 
Shahdani. 

0\'er Rs. 9,000 was spent on the Department's 
Industrial Research Laboratory. The subjects of resear('h 
were: Punjab oils, starch contents of ~unjab ct:'reaL·, 
possibility of starting starch and allied products industries, 
turpenoil, preparation of glue from Punjab raw materials, 
tan-stuffs, and drugs. 
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Of special interest are the activities of the Textile 
Inspeetor and of the Village Tanning Demonstration· Party. 
The Textile Inspector, among other things, held demonstra· 
tions and exhibitions at cattle fairs, an~ gave technical 
advice and assistance to weavers and h~nd-loom factory 
owners in the Province. He worked out and introduced a 
large number of useful and marketable designs in many 
types of cloth ( sarhis, towels, brocades, etc.). As the result 
of extensive demonstrations, we are told, the use of bobbins, 
jacquards, fly-shuttle sleys and other implements is becom· 
ing increasingly popular. The Village Tanning Demonstra­
tion Party gave demonstrations in the improved methods of 
tanning hides and curing skins. 

The Department assisted variolas industries with loans 
to the extent of Rs. 81,000. 

The Commercial and Industrial Intelligence Section of 
th~ Department collects and supplies information in answer 
to enquiries from the general public with the help of a 
trained staff. Over 4,350 enquiries were dealt with in 
19.33·3·L 

Such, in brief, are the activities of the Punjab. 
Industries Department; for a fuller account the reader is 
referted to the Report for 1933-34. The expenditure has 
fallen from 15 lakhs in 1929-30 to lli lakhs, but that is 
not the fault of the Department. Provincial revenue has 
contracted, and every Department has suffered a reduction 
in its grant. 

The expenditure of all Industries Departments in 
Driti~h India amounted to 90 lakhs in. 1929-30, 82 lakhs in 
1930-31 and about 70 lakhs in 1931-32. 
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It may be noted that a Government Department of 
· Industries (a) has whole-time, trained workers at its disposal 

with many years' experience of their work and technical 
knowledge of the industries they have to deal with: (b) has 
funds for ' pioneering ' and ' demonstration ' work, for the 
practical training of hand-workers in technical schools and 
workshops, for making loans to industrialists, for laboratory 
research on a small scale, for arranging exhibitions and 
fairs, and for collecting such information about village and 
other industries as it may require, and (c), which is not of 
little importance, possesses the authority and prestige of 
Government and enjoys the co-operation of. village and other 
officials in collecting information and in all its aealings with 
village craftsmen and others. . 

The Industries Departments are doing useful work. 
But it . has to be emphasized that the revival of 
cottage, including rural industries, in the face of machine 
competition is a hopeless task. The Census Reports for the 
United Provinces, Bengal and Madras contain notes on 
declining industries, which deserve to be read by everyone 
interested in this subject (the information has been 
summarized in the appendix to this chapter). All the 
information that is available confirms the view that the 
development of cottage industries is no means whatsoever of 
lessening the pressure on the soil. 

CAusEs OF THE DECLINE oF CoTTAGE INDUSTRIES 

In the 16th and 17th centuries cottage industries 
supplied not only our requirements, but also those of other 
countries. India was self-sufficient. Imports largely 
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con:.isted of articles of luxury and comfort, meant for the 
upper classes, and of gold and silver. The character of our 
foreign trade has changed profoundly in the course of the 
past 300 years-a change for the worse. We are no 
longer self-dependent, and since September, 1931, we have 
been exporting gold on an unprecedented scale. 

The effects of machine competition on our economy can 
be traced from decade to decade through the census of occu­
pations. The proportion of the population dependent on 
industries has declinecl while that dependent on agriculture 
has increased. 

In 1901 Agriculture supported 65·2 per cent of the 
population and Industry 15·5 per cent. The proportions 
for 1921 \\·ere: Agriculture 70·9 per cent and Industries 
10·7 per cent. Taking actual workers, the number engaged 
in Industry was 15·7 millions in 1921 and 15·4 millions in 
1931, a decrease of 2 per cent. On account of changes in 
classification it is difficult to compare the number of workers 
engaged in Agriculture in 1931 with that for 1921. The 
Report on the census of India, 1931, Vol. I, describes the 
decrease of agriculturists since 1921 (2·3 per cent) as 
' apparent' and says that it ''is not to be taken at i,ts face 
value, on account of transfer of returns to ' domestic 
service' and to the unspecified category."2 In view of the 
considerable increase ( 10·6 per cent) in the general popula· 
tion, the number of agricultural workers must have 
increased. In the Punjab, cultivators increased 25·7 per 
cent in thr. last decade as compared with the 14 per cent 

· increaEc in population. 

2 r. 2sn. 
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..,. 
At first the causes o[·. t11e _increase in the proportion of 

agriculturists were not understood. The Census Com· 
missioner for 1901 did not think that the increase indicated 
" a greater dependence on the land due to the ~bandonment 
of weaving and other indigenous industries."3 But the 
Census Commissioner for 1911 found himself confronted 
with the same phenomenon. He admitted that the increa~e-

-in the number of landlords and cultivators was 'not v.·holly 
unreal.' The rise in the price of food-grains had rendered 
agriculture attractive, while, ~s he wrote, " the prof1ts of 
various artisan classes have been diminished, owing to the 
growing competition of machine-made goods, both locally 
manufactured and imported," with the inevitable result 
that these classes showed ' a growing tendency to abandon 
their traditional .occupations in favour of agriculture.''• 

In the decade 1911-21 the rate of increase in the 
case of agriculturists was again faster than the growth of 
population, while industries 'substantially' declined. 

An important historical fact emerge~ from the study 
of the occupation census-that the competition of machine­
made goods, both home-made and imported, is responsible 
for t,he steady decline of cottage industries. It should be 
borne in mind that the number of those supported by 
Industry has reference largely to cottage workers. This 
competition has not ceased, and it affects cottage industrie;; 
precisely irt the same way today as it did before. The 
following reference to hand-loom weaving in the Report on 

3 Report, 1901, p. 207. 

4 Report, 1911, p. 413. 
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the ·working of the Punjab I1\lu~tries Department for 
1932-33 possesses special interest:· 

"The l1and-loom weaver was faced with an un· 
precedentell competition from fo~eign countries particularly 
Japan, and also from Indian mills. The weaving of coarse 
cloth, esp~cially Khaddar, ceased to be a paying proposi· 
ti ,,n for the hand-loom worker.''5 

l\lo:-t of us fail to realise the significance of these 
f ucts. 1 he facts mean that . from the point of view of 
nJtion building, or our economic regeneration, cottage 
industries are of no importance. They are doomed to 
dPslruction, slow and gradual as the process of destruction 
m.:1y b~. One can easily understand that even if a cottage 
industry enables a villager to earn 2 pice a day, it is 
b~tkr than earning nothing at all. But as machine 
competition grows, the 2 pice will be reduced to one 
pice, and thf·n to less than a pice. Our economic ideal 
should have a progressively increasing, not decreasing 
value. 

The In<lian Agricultural ·commission made useful 
recommendations rrgarding rural industries. What, in the 
ot'i11ion of the Commission, was most required to stimulate 
tl1cir tlPvelupment, wa.~ new idea'l. The Commission placed 
carrful and thorough instruction in modern processes next 
in importance.. " But," they saiJ in conclusion, " even with 
the aid of new ideas and a~sistance in training and market· 
in;;, the contribution which rural industries can make, in 
redu(·ing the heavy pressure on the land, is infinite":imal, 
nnd in tit~ nature of things they cannot, a.;; a rule, hupc for 

s r. 6. 
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ever to survive the ':.asing competition of organi~Pd 
machinery. In some cases, we are afraid that an altogether 
exaggerated importance is attached to their development, 
whereas sound reflection would show that their possible 
expansion is strictly limited."6 

The Commission, writing in 1928, did not know that 
, extreme importance would be attached by the country t::> 

the development of cottage industries in 1934. But their 
conclusion is as valid today as it was six years ago. One 
may go further and say that under existing conditions, 
when Indian organised industry is making rapid progress, 

, the possible expansion of cottage industries is even more 
limited than before. 

Cottage industries would prosper if machine competi· 
tion could be eliminated. But is that possible? Briti~:h 

imports have played the most importa!lt part in their 
.destruction. And today, even if competition from Japan, 
Germany and Italy ceased, British competition would 
continue. Then there are our own mills and factories. 
The position of the cottage worker is hopeless . 

. In formulating economic ideals and framing economic 
policies we should never forget that economic forces are 
more powerful in their operation than sentiment. In our 
-country particularly, where the purchasing power of the 
masses is very little, wherever and whenever cheaper goods 
can be supplied by factory industries (whether Indian or 
foreign), they will be preferred to more expensi\'e hanrl· 
made goods even of superior quality. Sentiment counts for 

6 Para. 500. 



RURAL RECONSTRUCTION 125 

little in business matters. The fr1r · vf sentimental appeals 

to patriotism and philanthropy is ~or:t spent. 
Is it possible to revive the gadda goods service in 

competition with the railway? The revival of cottage 
industries in the face of machine competition is not more 
easy. 

It is not meant that the cottage worker should be left 
to his fate. The· Government may help him, and the 
Government is helping him. But the assistance given to the 
cottage worker is of the nature of charity. It is not nation· 
building·. From this point of view even the work of Govern­
ment Industries Departments, and the large sums spent by 
them every year, are of no significance. 

WoRLD FoRcEs AND TENDENCIES 

In devising programmes for improving the economic 
po-,ition of the village people through the development of 
sub::~idiary industries we cannot afford to ignore world eco· 
nomic forces and tendencies which have, in recent years, 
altered the whole structure of industry in the West and the 
conditions under which international competition is carried 
on. 

These forces and tendencies relate to business organi· 
sation, and they are important enough to be called a second 
industrial revolution. The first industrial revolution took 
pluce in England in the last quarter of the 18th century. 
The second began in America after the war. A Dutch 
writer, ~lr. P. Lieftinck, makes a sharp distinction between 
the two.7 The first, he says,· was concerned with tangible 

7 Economi8chc Opstellen (Haar!cm, lg31), p. 172. 



126 I~DIA .BEFORE THE CRISIS 

methods of product!( ··.. It gave the world specialised 
machin~ry, led to the concentration of labour in factories, 
and created the system of mass production. The second 
industrial revolution is more concerned with ' intangible ' 
methods of industrial management. It has led to the 
organisation of production and. sale according to new 
principles. But the ·line of demarcation between the two 
revolutions is no't distinct. Progress since the war has not , 
been limited to any one direction. Mass production and 
m~chanisation have been developed side by side with 
fundamental changes in business management, and the two 
movements are interconnected. 'Methodical production' 
is a necessary result of mass produCtion. 

Consider the progress in the mechanisation of industry. 
This consists in the division and .sub-division of each task 

·to be performed until it is reduced to a few simple, 
mechanical move~ents which can be easily learnt. In 192:1, 
in the Ford works, only 1 per cent of all jobs (tool making 
and die-sinking for example) required 1 month to six years' 
training. For 36 per cent of all jobs the period of training 
was from 1 day to 1 week, and for 43 per cent of all jobs 
a training of just one day sufficed. The demand for skilled 
labour has diminished with the increasing mechanisation of 
industry. Mechanisation has also shortened the period of 
production. In 1920, in the Ford works, the period of 
production from the arrival of the ore at the plant to the 
shipment of the finished car ·was 21 days. It is now 30 
hours.8 A not less interesting aspect of mechanisation is 

8 The Ecouomia Tendencie& of Today by Stephen Yiljoen, p. 145. 
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the incredible saving of labour. }n' 1926, when German 
industrial organisation was far b~hind the American, the 
number of workmen required to make a complete motor car 
in a German works was 120, in another 350 and in a third 
no less than 450, while Ford made a whole car with oW,y 
.5} men, not even whole 6.9 

Mechanised production requires huge initial capital 
investment. The cost of plant for producing a new model 
Df the.Ford car (1927) was estimated at 100 million dollars, 
or more than 27 crores of rupees. 

Mechanisation is one example of. rationalisation of 
indu~try. Another is the application of methods of psycho­
analysis in the selection of workmen. Workmen are not 
enrolled haphazanlly, but after careful tests. Time-studies 
and motion-studies help in discovering the best methods of 
performing a giv~n task. The seats, platforms, speed and 
lighting are all carefully attended to--they affect produc· · 
th·ity. The result is a great ~ncrease in production and 
decrease in cost. Betwten 1919 and 1925, in the United 
State~, productivity per man-hour increased 40 per cent in 
tted works and rolling -mills, 52 per cent in cement 
manufacturing, 93 per cent in petroleum refining, no less 
1ltan 1.39 per cent in the manufacture of ~utomobiles and 
142 pf'r cent in the manufacture of rubber tyers. 

America leads in rationalisation,-but the movement has 
affected all Western countries. In the East Japan has 
modernised her industries and, aided by cheap labour, she 

9 Die Arbeitslosigkeit der Gegenwart by M. Saitzew, 1932, Part II, 
p. 141. 
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is steadily expanding her industrial output, particularly that 
of essentially modern articles. The use of time-saving and 
labour-saving machinery, accompanied by standardisa­
tion of production and elimination of waste, explains how 
Japan is able to sell many things in India at prices which 
are ridiculously low, and which w9uld have been comidered 
impossible 20 years ago . 

. International competition is more intense today than it 

was before the war. The growing intensity of competition 
and the difficulties experienced by British manufacturers irt 
retaining their old markets account for some of the safe­
guards in our new constitution. Britain did not need the~e 
safeguards 75 years ag'o. 

JThe village reconstruction pr?gramme ignores tlJt.~ 

revolution in industrial organisation and method;:; in 
foreign countries which have enormously increased th•:'ir 

power of competition as compared with that of the Indian 
hand-worker. The rest of the world talks in terms of 
rationalisation,. and India in terms of charkha and khadd11r! 
Economic . reconstruction in India means · reversion tc~ 

antediluvian methods of production! f 
Our main. conclusions on this subject may be stated 

thus: 
l. The most that can be said for cottage industries i.3 

that they will enable village people to make a very ~light 
addition to their income from cultivation. 

2. But the products of cottage industries are expo~cd 
to machine competition. 

· 3. The efiect of this competition is ruinou5. It 
accounts for (a) the steady decline in the proportion of the 
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population dependent on Industry and (b) increase in the 
proportion of the populatiqn dependent on agriculture. 

4. Cottage industries. are no means of relieving the 
heavy presf'ure on the land. 

5. ! The rationalisation of industry in foreign countries 
has intensifted machine competition a hundredfold, and- it 
is not possible for India to escape this competition.~ 

6. Economic reconstruction, based on cottage indus­
tries, is not only of very limited utility, but of progressively 
diminishing utility. 

7. While it is not possible to save the cottage worker 
from eventual destruction, we may assist him in his 
unequal struggle with machinery so long as it lasts. The 
best way of doing so is through Government Industries 
Departments, which have adequate funds at their dieposal 
and the assistance of a technical staff necessary for the 
purpose. 

RURAL SELF-INSUFFICIENCY ; 

The idea of making the village people 'self-reliant 
and self-sufficient,' i:; attractive. Let us consider the exact 
extent to which village people are not self-reliant and self· 
bufficient at present, and of the increase in their prosperity 
which self-reliance and self-sufficiency would bring. 

The figures given Ldow have been borrowed from one 
of the invaluable studies by Prof. Kartar Singh of the 
Lyallpur Agricultural Collage-" Family Budgets, 1932·33, 
of Four Tenant Cultivat~rs in the Lyallpur District."10 

The four tenants, along with 36 others, cultivated the 
Risalewala Government Farm of a little over 800 acres. 

10 l'ubli~Lct.l by the Beard. of Economic Enq11iry, Punjab. 

F.~ 
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The accounts of thi~ Farm are available- for a number of 
years and are of extraordinary_ interest. The . tour tenants 
cultivated in 1932-33 abouC a square of land each (the 
average amount of land per cultivator in the Pv.njab is 

- about 7 acres; a square is equal to about 28 acres). The 
total family income and the family expenditure of the four 
tenants are shown by the statement given below: 

ToTAL FAMILY INCOME AND ExPENDITURE OF 4 TENANTS, A1 B, C, D 

A B 
Rs. as. Rs. as. . 

Income from cultivation 413 14 243 7 

Sale of milk 

Pickmg cotton 

_Carting -•• 

Casual labour 

Total Income 

Total Expenditure 

21 7 

12 o. 
7 0 

411 

2 13 2· 3 

450 3 257.' 5 

469 8 406 14 

c D 

·Rs. as . Rs. as_. 

530 5 358 8 

·18 11 6 2 

4 7 7 3 

3 2 5 6 

13 8 3 15 

570 2 381 3 

457 4 54:4 14 

. It will be seen that in three cases out of four expendi­
ture was greater than income. In the case of tenant C alone 
income from ~ultivation exceeded total expenditure. 

The Farm is c1:1ltivated on the batai system, that is, the · 
gross produce is shared half and half between the Govem­
ment as landlord and the tenants. The tenants do not pay 
the land revenue, but the whole ~f the water rates. As a 
rule, tenants of private landlords pay half the land reve~ue · 
and half the water ra:tes. Paying the whole of the water . 
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rates b~t no land revenue imposes.' about the same burden 
on the tenant as. paying half of both charges. · 

We may .also note that the net re!Urns of this Farm to 
Government in 1932-33 were Rs. 20,197, while· the net 
returns to the 4 tenants amounted to Rs. 10,793. The 
&hare of the l~ndlord in th~ net income (found without 
making any allowa~ce for the wages and profits of the 
c~ltivators)_ was so~ething less· than double that of the 
worker. 

On an a,:er~ge the total fa!llilY i~come of a tenant from 
all sources, taking our 4 tenants alone, was Rs. 415 as 
against an average expenditure of about Rs. 470. The gap 
between average expenditure and average income from 
cultivation alone was wider. 

, How was the income spent, or·what are the main items. 
of a cultivato_r' s. expenditure? 

Food and clothing account for 85 per cent of the 
expenditure (food 64·3 per cent and clothing, including 
Ehoes, 20·7 per cent). Fuel costs nothing. Other items 
are: housing 0·6 per cent, medicine I·O per cent, light 
I· 3 per cent, education O·I per cent, religion 1·4 per cent, 
travelling 6·0 per cent, social ·ceremonies 1·1 per cent, 
amusements and luxuries 1·6 per cent, and miscellaneous 
1·9 per cent. 

We are particu~arly interested in the expenditure on 
goods and services which were not furnished by the Farm, 
and its proportion to total expenditure, for that will give 
us the exact measure of the lack of self-reliance and self· 
5uffieicncy of th~se cultivators. The total expenditure ier 
family amounted to Rs. 469·10 of which Rs. 261-15 was 



132 INDIA BEFORE THE CRISIS 

spent on goods and services supplied by the Farm ( 56·4 
per cent of total) and Rs. 204-11 on those supplied by the 
external world ( 43·6 per cent of total). 

It appears thus that to the extent of more than half of 
their total needs these tenants were self-reliant and self-
sufficient. , 

What were the goods and ser'vices which they procured 
from the outside world? To what extent was it possible for 
them to avoid makin~ external purchases? 

The minor items may be considered first. The expendi· 
ture given is average expenditure per family. 

(1) Housing, including furniture, cost Rs. 2·10 . 
. Housing means repairs, and furniture does 'not mean tables 
and chairs. · 

(2) All medicines were purchased from outside. 
Price Rs. 4-11. 

(3) For lighting kerosene and rape-seed oil were used. 
Kerosene is cheaper. Other co1:ts under. this bead represent 
recurring· charges on account of repairs and· replacement 
of lamps, chiefly hurricane lanterns. Lighting cost 
Rs. 6-2. · • 

( 4) Religion accounts for Rs. 5·6. The tenants, who 
are Mohammadans, paid this 'amount. to· the Maul vi of a 
mosque. 

( 5) Rs. 28 was spent on railway tr~velling. 
( 6) The expenses incurred in connection with social 

functions (marriage, betrothal, birth, etc.) amounted tJ 

Rs. 5-4. · 
{7) The amount spent on education was insignificant, 

~ot annas. 
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(8) Amusements and luxuriea (festivals, fairs, 
cinemas, theatres, drinks, tobacco and other personal enjoy· 
ments) cost Rs. 7-10. 

(9) Miscellaneous payments to the outside world 
amounted to Rs. 3-8. 

The total of these payments is Rs. 63-12, or 13·5 per 
cent of total expenditure. 

It wi11 be admitted that these payments are moderate 
in afnount and unavoidable. In some cases (religion, 
social ceremonies and amusements) the expenditure is 
abnormally low. It is obvious that no tenant spent .money 
on the. marriage of his own son or daughter. In the case 
of Hindu villagers, as a rule, social ceremonies would 
eccount for at least 5 or 6 per cent of total· expenditure, 
instead of 1 · l per cent, as in the present case .. As regards 
education, medicine and travelling, an increase in expendi· 
ture would be highly desirable. 

The two remainin;:; itemg arc food and dress. The 
tenants Rpent 'Rs.54-9 per family on the purchase of food 
from outside. 81·9 per cent of the expenditure on food 
was on the products of the Farm and 18·1 per cent on 
purchased food. 

The articles purchased were refined sugar, rice, meat, 
pulses (mash and mas sur), fruits, vegetables and salt. 

The consumption of gur amounted to 37·8 seers per 
Hdult '~ale, and of refined sugar 4·8 seers costing Rs. 1-8. 

Some con~umption of refined sugar must be allowed 
for. It is used on special occasions, particularly when 
gue::;l::~ come, anJ for purposes which are well known. The 
(lependence of villagerc:; on the external world for the food· 
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products mentioned is inevitable. Salt is a· necessity of 
life. 

Payments for food to the outside world amount to 
11·5 per cent of total expenditure. Adding to this the 
expenditure on the nine items mentioned above (13·5 per 
cent), it is found that 25 per cent of the expenditure, out of 
a total of 43·6 per cent, incurred for purchases from 
~utside, is necessary. 

There finally remains the big item of dress, Rs. 97-2 
per family, of which 88·9 per cent was spent on cloth from 
outside. Cloth to the extent of 11·1 per cent was made at 

home-not. by the tenants but by the village weaver. · The 
cultivator. is not a weaver. The rest of the cloth was 
acquired through exchange f<?r home-spun yarn or purchas· 
·ed with cash. 

It is well-known that village people wear khaddar habi-
tually. But there is a. demand for mill-made cloth 
(whether Indian or imported) for special purposes, e.g., 
as presents to relatives or for use at special functions 
(marriages, festivals, etc.). This mill-made cloth is 
finer and more gaudy than khaddar, though not neces­
sarily mor~ durable. Villagers need ~ot buy mill-made 
cloth. 

All that the campaign to make villagers self-reliant and 
self-sufficient means is this: that the money which they 
spend on ~ill-made cloth. may be spent on khaddar. The 
campaign affects ~bout 19 per cent of the total expenditure 
of the cultivator. 

Can the cultivator be persuaded to give up the use of 
the fine and gaudy mill-made fabrics? 



RURAL RECONSTRUCTION 135 

Can we, who live in towns, do without· silks, carpets, 

high-powered motor cars and radio·sets? 
All of us spend a little money on luxuries or things 

which please our vanity . 
. . The utmost that one may hope to achieve is a slight 

reduction in the use, of mill-made cloth and an increase in 
the quantity of yarn produced .in the villages. The cultiva· 
tor cannot be made much more self·reliant and self· 
sufficient than he is at present. 

ArPENi>Ix: CoTTAGE INDUSTRIES· 

UNITED. PROVINCES 

Indi'genous indust~ies " are rapidly declining " for 
t~1e following main rea$ons: 

. 1. Machine competition. Machine-made goods are 
cheaper, are better advertised, and present a wider range of 
choice. 

2. Small industries in articles of luxury are subject 
to changes of fashion and ideas.· · 

3. Both the former patrons and producers are poorer 
than they used to be. . Improvidence and intemperate 
habits have made the cottage worker poor. 

4. Lack of co-operation among workers. 'They under· 
out each other and thus spoil the market. The· price at 
which the neediest worker sells rules the market. lly com· 
bining the producers will be able to raise prices. . . 

· · 5. Loss of skill and knowledge. This is partly the 
result of the falling off in demand. 

" The improvement and extension of the ~ottage indus· 
tries of the province," says the Census Commissioner, "is 
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of vital importance. It would seem that the only remedy 
is for commercial men to pick out the cottage industries the 
products of which are likely to meet with a demand in this 
country, improve the processes as far as possible, and 
advertise and make arrangements for distrihution."11 He 
thinks the competition with machine-made goods in the 
United Provinces is of significance to organised industries, 
hut " of secondary impo~tance to the development of 

_cottage industries." 
The more important cottage industries are the follow· 

ing:-
Papier Mac~e in Budaun City. It is stated to "have 

fallen on evil times." The local manufactures cannot fmd 
even a local sale "in the face of the showy Japanese and 
German goods sold everywhere." 

Amroha C'ity once produced cotton pile-carpets which 
'' ad~rned palaces at Delhi and Agra." Many small 
industries in the Moradabad District· have been destroyed 
by money-lenders. . 

Amroha produces durries, which have also been affect­
ed by competition from cheap machine-made durries. 
Other declining or extinct Amroha . industries are: 
embroidered caps (which have been replaced by the fez), 
embroidered waistcoats, saris and other articles of dress, 
brass fittings for carts and-palanquins, the glass industry, 
"which has completely disappeared due to imported 
articles from Bombay and Japan," swords, dlwlaks, 
pottery, combs, and horn articles. 

11 Census r.eport for the United Provinces, 1931·, p. 424. 
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The brassware industry of Moradabad is flourishing. 
It is now using electrical machinery to fashion the "essels. 
Sheet·brass is replacing bharat brass. Kalai (tinning) is 
being displaced by "yellow polish." These · changes are 
reducing the number of people employed in the industry. 

Village artisans in the Etawah District are abandoning 
their crafts and taking to agriculture for a livelihood. The 
glass bangles industry is not doing well, but Etawah silk 
and cotton cloth still have a market. 

Phul (vessels made of a special alloy of copper, tin 
and certain other metals) and brassware industries of the 
Ballia district ''are at present suffering acute depression." 
The demand for polished earthenware jars (decorated 
with geometrical designs or flowers) and for locally made 
perfumery has also fallen. 

" Garhwal reports that cotton growing and spinning 
has died out co~pletely in the last 50 yens in the face of 
outside competition."12 The import of metal wares has 
ruined the manu£acture of wooden cooking and drinking 
utensils. Basket-making is also dying as a result of 
external competition. 

Rai Bareli District makes crude glass phials, domestic 
uteusils, and iron nut-crackers. "The fine muslim weaving 
of Jais, Nasirabad and other places is now reported to be 
extinct as a result of the spread of the cheaper machine· 
made varieties.'• 

Some demand exists in Nepal for cloth woven and 
printl~d in the Fyzabad and Gonda Districts. 

12 Ibid., p. 4'.15. 
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There -is a considerable export from the Gonda District 
of bankas grassused in making J?aper. Patwa fibre is also 
pressed and exported. ' 

Cloth-weaving and calico-printing have declined for the 
usual reason. Babka grass is made into ropes in the 
Bahraich District and exported. 

The indigenous sugar industry. is declining in all 
districts. Flour mills have replaced hand-grinding in 
most towns. 

DECAYINC INouSTRIES oF BENCAL 

Blacksmiths ·are found at work in every district of 
Bengal. They make primitive implements used in cultiva­
tion, tyres for bullock carts ·and locks of a 'simple type. 

Blanket-making is ·an industry of Western Bengal. 
Boat-building is practised wherever there is water. 

Chittagong was o'nce famous for its ship-building, and still 
makes a chat;acteristic type of sea-going boats. 

" Indigenous brass and bell-metal industries have been 
seriously affected ·by the importation of cheap e~amd, 
aluminium and porcelain vessels."13 

• 

Cotton-weaving is the most universal home industry. 
Silk of more than one kind is reeled, spun and woven in 
several parts of the. province. 

Other industries are the making of cart-wheels; conch 
shells; dyes (the making of vegetable dyes is now extincl 
in Bengal); gur and sugar; articles of horn; lac toys; lime 
(from kankar); mats; baskets and wicker-work; measuring 

13 Census Report for Bengal, 1931, p. 304. 



RURAL RECONSTRUCTION 139 

bowls of wood o/namented with brass plates; pottery; sola 
helmets from the pith or the soft, white wood of the sola 
plant, and also toys, decorations, and bridal crowns; and 
vegetable oils. As illuminations, vegetable oils " have been 
ousted by cheap kerosene."a 

DISAPPEARING INDUSTRIES OF MADRAS 

The industries which have .. disappeared or are dis­
appearing from Madras are the manufacture of glass. 
bangles (now extinct); paper; Kalatn Kari or printed cloth 
(chief seat Masulipatam); pithwork, including garlands; 
musical instruments and ornamental fans of Tanjore; 
indigo; toys; lacquer-work; boats (boat-building experienc· 
ed a temporary revival at the outbreak of the war on 
account of the shortage of vessels); ]utkcis (a conveyance); 
gold and silver lace-thread; crochet-lace; and artistic 
pottery. Jutka-building is declining on account of the 
development of motor transport and the opening ~p of the . 
country by railway. Some of the causes of the decline of 
crcchet-lace industry are ( 1) changes of fashion, (2) keen 
competition of Japanese lace and of machine-made lace 
imported from other countries, and (3) high duties levied 
in the United States of America and other countriesP 

CoTTAGE INDUSTRIES IN THE PUNJAB 

Valuable information about cottage industries in the 
Punjab towns and rural areas is given in a monograph 

t~ Ibid., p. 309. 

15 Ceniju& Heport for Madras, 1931, p. · 250. 
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entitled "Survey of Arts and Handicrafts in the Punjab," 
prepared by the Punjab Department of Industries. I am 
indebted to the Department for permission to use it .. It is 
hoped that the monograph will be soon published. 

A village community requires articles of domestic use, 
and agricultural tools and implements. It is the function 
<>f village artisans to meet these requirements. A very large 
proportion of the goods that they produce is thus meant to 
satisfy a local demand. 

· The weaver produces coarse cloths of various descrip· 
tions, i.e., durries, khes (bed-spread), dotahis (bed-spread), 
chadars, Kha4dar, tehband (waist-cloth), lungis (turban· 
cloth), daryais and coarse woollen lois, blankets, etc. 

The bla~ksmith supplies agricultural implements made 
<>f iron such as ploughshares, axes, rake~, scythes, and iron 
pots, fans and other utensils. Expert blacksmiths make 
Persian wheels and spare parts. 

The c_arpenter supplies agricultural implements made 
<>f wood and artiCles of domeitic use. 

The shoemaker supplies leather parts of agricultural 
· Implements and shoes, the blacksmith's bellows, the water· 

carrier's mashak, leather thongs, whips, etc. The potter 
makes glazed and u~glazed clay crockery and toys, earthen 
vessels, hukkas, chilams, bricks, etc. 

Other rural craftsmen are tanners, oil-millers, tailorR, 
·goldsmiths, dyers, masons, calico printers, utensil· 
makers, brick-moulder·s, and rope and string mJnU· 

facturers. 
The following village induEtries also deserve to bt! 

mentioned: 
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Leather tanning (Lahore, Multan, Sialkot and other 
districts), weaving of specialised designs (Multan and 
Hoshiarpur, and neal\ Leih and Bhera), wool-weaving 
(Muzaffargarh and Kulu valley), silk-weaving and Multani 
lungis (1\lultan, Hoshiarpur and Amritsar), mat-making and 
basket work (Muzaffargarh), Persian wheels, re.ed-stools 
with and without arm rests (Kasur), papier mache and 
clay toys (Kangra), Damascene work, weighing scales, 
lacquer-work, spinning wheels and piras, ~other-of-pearl 
buttons, links, hair-clips, earrin~s, watch~chains, bracelets, 
necklaces, rings, etc. (Jullundur), shellac · (Jullundur), 
woollen blankets. and rings (Jullundur), chased lacquer· 
work (Hoshiarpur), fodder-cutters, sugar-cane presses, oil­
engines and sugar centrifugals (Jullundur), trouser-strings, 

· brass and ivory inlaid and carved furniture and lacquer­
work toys (Hoshiarpur), brass and copper utensils 
( Hoshiarpur), ·cutlery ( Gujranwala), floor-dtir~ies ( Gu jran­
wala ), wooden combs, and harness and saddlery ( Gu jran·. 
wala). 

The industry which supports the largest number of 
era ftsmen is cotton-spinning, weaving and sizing-2llakhs 
of male and female workers in the Punjab. 

1\Iost of the articles produced by village craftsmen' 
arc crude and bulky, and the external demand for them 
is negligible. It is further stated: 

''The output of industrial products both for the market 
and household consumption has declined considerably 
owing to the heavy imports of' cheaper substitutes." 

This is true of both agricultural implements and articles 
of domestic use. · 
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The wooden Persian wheel is being replaced by iron 
Persian wheels fitted with galvanized iron-sheet buckets, 
the wooden flour mills by iron-mills, the hand-chopper by 
t~e mechanical cutter, and the wooden sugar-cane crusher 

· hy the iron-roller. Cheap tin enamel-ware and aluminium· 
ware are replacing the products of the village potter and 
metal utensil makers. . . 

As the result of this competitio!l the profits of. rural 
artisans have fallen "to· the barest minimum." 

· The position of most of the hand-workers in towns in 
this respect is very much the same: " The importance of 
the articles produced by handicraftsmen is declining on 
account of cheap imported substitutes and Indian mill-made 
goods which come into competition with them." . 

A list of the handicrafts practised in the towns of the 
Punjab is given below:-

METAL: Steel trunks; masonry instruments; utensils 
of brass, copper and bronze; locks; carpenter's tools and 
instruments; knives; swords; kirpans; scissors and razors 
( J agadhri); iron . vessels and almirahs ( J agadhri); iron 
safes ( Amritsar and Gujranwala); tinware; iron railing 
and gates; gold and silver-refining; fly-shuttle loom (Amrit· 
sar); galvanized iron. sheet trunks, tubes, buckets, etc. and 
Persian wheels; iron chairs and tables; macaroni machines 
and brass handles for almirahs; tailor's iron; joiner's 

. hammer; charcoal bo~es; wool-clippers; sugar-pans ana 

karahis (Hatala); Kharas or flour-mills; cutlery (Wazira· 
had); hunting and garden knives '(W azirabad). 

TEXTILE: Cotton bed-sheets; silk lungis; woollen 
chaddars and dhussas ( J alalpur J attan); woollen blankets 
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( Panipat); silk saris, shirtings and suitings; artifiCial silk; 
· daryai shirting and qutain- cloth; raffie cloth; .machine· 
embroidered shawls (Lahore and Amritsar); dyeing; cotton 
piece-goods; wool-cleaning (Fazilk.a); cotton and· woollen 
yarn; cotton tussores; trouser-strings. 

ARTiSTIC: Fancy wood-work (Chiniot); embroider­
ed kullahs; clay toys (Ropar); glazed pottery (Multan); 

· calico-printing; chiken-dozi; ornamental painted leather 
vessels' (Multan); carpets (Multan and Amritsar); silver­
.enamelled goods; ivory boxes; lacquered wood-work; gota· . ' 

kinari; et~broidered shoes; artificial jewellery; phulkari 
embroidery (J ullundur); lac bangles; gold and sqver orna· 
mental utensils. 

LEATHER: Gut (Sialkot); tanned leather; bottles and 
jars for containing oil (Jhang); hoots and shoes (Kamal and 
Han~i); belting; harness and saddlery; Indian shoes. 

WOOD: Basket-ware; furnit~re; cane walking-sticks; 
combs of horn . and \vood; cart and cart-wheels; bed-legs; 
·wooden slippers; flutes (Kartarpur); packing boxes. 

MISCELLANEOUS: Sports goods· (Sialkot); musical 
jnstruments; hand-made paper (Sialkot); hook-bindipg; 
ink; card-hoard boxes; shellac; brushes; chik-curtains; 
brick<;;; hemp~ropes; tiles (Amritsar); patra-rriats and 
brooms; sugar candy ( misri and kuza); confectionery and 
bakery goods; jams, chutney and pickles; yinegar; bar-soap 
J.nd toilet soap; perfumery; essences and hair-oil; perambu­
lators and tri-cycles (Amritsar); tobacco; non-leather shoes 
with solcil of worn-out ,motor, tyres; candles; dhup . 
(incense); phenyl and disinfectant fluids; lime," surkhi and 
J.-haka; chalk, pencils and crayons ( Gujranwala). 



CHAPTER V 

THE MALTHUSIAN DOCTRINE AND OVER­
POPULATION 

In book II, Chapter XIII of his Essay on Populat!ort 
Malthus thus summed up his conclusions regarding the 
growth of numbers:-

1" The increase of population is necessarily limited by 
the means of subsistence: , 

" Population invariably increases when the means of 
subsistence increase, unless prevented hy powerful and ob­
vious checks : 

"These checks, and the checks which keep the popu· 
lation down to the level of the means of subsistence, are 
moral restraint, vice and misery." r 

This Natural Law of the growth of population, a-~ 

Malthus regarded it, has not been universally accepkd. 
Malthus' doctrine found many opponents in his own time~ 
and in more recent times, that is, towards the close of thf.. 
19th and the beginning of the 20th century. ~Ialthus Ius 

been severely criticised by economists of note in Germany 
·and elsewhere. One of them, Dr. Franz Oppenheimer, gve& 
so far as to Eay that Malthus' Essay is not a work of genuine 
scholarship, that there is in Malthus a complete lack cf 
logical ability, and that it is almost a physical torment tG 

wade through the Essay with its endless repetitions, etc.* 

" Das Bevolkerungsgesetz des T. R. MaltLua und uer neurl!rl 

NationalOkonomie, by Dr. Franz Oppenheimer, p. 64:. 

144 
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He gives two reasons ,to explain the popularity of the 
.Malthusian doctrine and the importance which it acquired. 
Firstly, the theory absolved the bourgeoisie from all blame 
for the crying misery of the working classes, and made a 
Natural Law responsible for it. Secondly, Malthus has 
be~n misinterpreted, and the theory which is taught in his 
name in Germany is not altogether devoid of sense-it is an 
opponent worthy of Oppenheimer's steel; whom he proceeds 
to demolish. 

Karl l\larx preceded Oppenheimer in condemning the 
NC!tural Law of Malthus as a partisan doctrine. It suited 
the· interests of the ruling classes whom Malthus glorifies, 
:::ays l\larx, to explain overpopulation as the result of the 
tternal laws of nature, rather than of the historic natural 
law:5 of capitalistic production.* J 

On the other hand, the Malthusian doctrine has found 
many supporters .in all countries, the most prorainent among 
them Leing John Stuart Mill (1806-1873) in England, Say 
( 1767-1?32), Sismondis (1773-1842) and Quetelet 
( 1796-137 4) in France, and Rau ( 1792-1870) and 
Hobert von Mohl (1799-1875) in Germany. As regards 
the influence of this theory it will be sufficient to say that 
the rdorm~d English poor law of 1834 was the result of 
Malttus' t~aching, and that in Germany, Austria and 
:::,w j lzerland legis] atio.n was enacted in the first half of the 
19th century with the object of discouraging marriages 
rrMng the working classes, permis~ion to marry b(•ing 
givm, as in Wlirttemberg, onlyif it could be shown that the 

• DtH Kapi!.al, p. 465 (Kautsky's edition of 19H). 

F. 10 
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couple intending to marry possessed adequate means of 
subsistence. 

In England Dr. Marshall accepted the Natural Law of 
:Malthus, and gave him "a place among the founders of 
historical economics." He held that the second and third 
steps of Malthus' argument, though "antiquated in form,·' 
were "still in a great measure valid in substance,'' ard 
concluded: 

" It remains true that unless the checks on the growth 
of population in force at the end of the 19th century :.u e 
on the whole increased (they are certain to chan;e tLeir 

form in places_ that are yet imperfectly civilized) it will L•· 
impossible for the habits of comfort prevailing ir1 

Western Europe to spread themselves over , the \\holt. 

world and maintain themselves for many hundu·d 
years." 

Assuming the population of the world to-day to L1e nrw 
and a half thousand millions and the rate of increase to J,. 
3 per 1,000 annually, Dr. Marshall calculated that in lt:·' 
than 200 years the population of the world will amount to 
6,000 millions. Allowing for improvements in the nt3 ~. r 

.agriculture, Dr. Marshall thought that "the pre£sure 0f 

population on the means of subsistence may be he-ld 111 

check for about 200 years but not longer."* 
Similar calculations have been made by others. 
These calculations were never of any very grre i 

practical utility, and at the present time one can afford U.J 

:ignore them altogether. 

• Principles of Economics, p. 180. 
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As we have seen, biological and mechanical progress 
has brought about an overpr~duction of 'food in recent 
years. The fear of death by starvation on account of 
insufficiency of the means of subsistence is to-day more 
groundless than ever before. 

The question of food supply is no longer local, as it 
was in India before the opening up of the country by the 
railway and the linking up of our ports with foreign ports 
by means of the steamship. A local shortage of food can 
be easily remedied by imports. An industrial country need 
not depend on her own production for feeding her popula· 
tion. India may import food as easily as any industrial 
"'Ountry, provided she has the means of paying for the 
imports. 

With the enormous increase in the world-production of 
food and the improvement and cheapening of the means 
of transportation; the meaning of the word famine has 
<:hanged. 

1\ talthus admitted that the principle of population could 
not absolutely produce a famine, but, he insisted, "it 
prepares the way for one, and by frequently obliging the 
lower classes of people to subsist nearly on the smallest 
quantity of food that will support life, turns even a slight 
<leficiency from the failures of the seasons into a seve-re 
dearth; and may, fairly be said to be one of the principal 
'a uses of famine."1 That was true of the past. It is no 
longer true to-day; any famine-stricken part of India can 
€asily import food from other parts, or from foreign 

1 E$say, Brttany'e ed. (1880), p. 200. 
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countries. Poor people inay still die of want, or be carried 
off by cholera and ' fevers ' which follow in the wake of 
famine. But they do not. die because of ·lack of food. 
They lack the means of buying it-which is different. 

!The amount of food is determined by physical condi­
tions governing production, the ability to buy it and by the 
distribution of wealth. Malthus' principle of population 
was based on the quantity of food produced relatively to 
the growth· of numbers. Th~ principle of population which 
is in operation in India . at the present time has more 
reference to the distribution of wealth and income than to 
the amount of food produced by lndia.f 

The growth of numbers in Germany and France since 
1880 has been in defiance to the Malthusian law. With the 
help of facts and figures Prof. Paul Mombert has conclusive· 
ly shown2 that between 1880 and 1910 the economic develop­
ment of Germany was proceeding more rapidly than the 
growth of numbers, and that in consequence the standard of 
living of the population rose. The economic progress of 
France in this period was slower than that of Germany, but 
still_the rate of progress was more rapid than the growth of 
numbers. The increase of population amounted to. a bare 
2 millions in France, while it exceeded 22 millions in 
Germany. 

The figures for the United States for the period 
1849~99 are still more significant.3 The population 

2 Be"oelkerungtentwic'klung untl .W.irtschajtsgestaltung, Leipzig, 1932, 
Chapter m. 

a Ibid., p. 17. 



MALTHUSIAN DOCTRINE AND OVERPOPULATION 149 

increased from 23·3 millions to 76·1 millions (about 
3·3 times), labourers employed in manufacturing industries 
from 937,000 to 5,306,000 (about 5·7 times),. the work 
<lone by machines from 2,346,000 horse-power in 1869 to 
10,098,000 horse-power in 1899 ( 4·3 times) and the value 
of industrial production from 1,051,000 dollars in 1849 to 
15,476,000 dollars in 1899 (about 15 times). In view of 
these facts it is impossible to maintain that when means of 
su k.istence increase, the population must increase so rapidly· 
as to press against them, unless " prevented by obvious and 
powerful checks." In progressive countries no such law 
ir. in operation. The growth of numbers may be ac­
tnmpanied by a constantly rising standard of living. 

Then, a:; we have seen, the rise in the standard of 
Jiving calls psychological forces into operation which tend 
to reJuce the birth rate. .The fall in the birth rate in 
Western Europe has not been produced by the 1\falthusian 
law. It is the product. of a particular mentality-of the 
capitali~t spirit, as Dr. Ungern-Sternberg puts it.4 

MARx's THEORY oF OvERPOPULATION 

Marx's explanation of overpopulation is more credible 
than that of 1\Ialthus. The experience of the last five years 
H'tllJS to ronfirm 1\Iarx's view. 

\Capital is of two kinds, variable and constant. The 
variable capital of a business consists in the sums of money 

1• trr,s•·rn·St.•mlJPrg regards st.rilll ambition, a prrJduct of the Clapita.liAt 
flJ•irit, rt3 cau.~a ca•wm.4 rJf the fall iu the birth ra.te. See Die Ursaclten dt~., 
Cd·urli.'nruechganacs im europ. Kulturlaeis, p. 319. 
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paid as wages; the rest of the capital, invested in machinery, 
. buildings ·and raw material, is ~onstant capital. With. the 
growth of capitalism the total amount of capital also grows, 
but its technical composition. undergoes a c;:hange. If 

. originally the ratio of variable to constant capital was 1 : 1, 
it gradually becomes 1 :2, 1:3, 1:4, 1 :7, etc. The meaning 
is that with the growth of accu~ulation the proportion of 
the total capital transformed into labour-power progressively 
diminishes relatively to that transformed into the means of 
production. The growth of the working population is 

more rapid tha~ that of variable capital, which leads 
to the formation· of the " industrial reserve army " of 
unemployed workers. Marx regarded a surplus working­
class population as a necessary product . of accumula-
tion. f · · · 

. No~ it is certainly true that no suc;h industrial reserve 
army existed in Germany in 1886-1910, and that in the 
same period the growth of the French population did not 
supply an adequate number of ' workers for ~"rench 
manufacturing industries, so that France had to import 
workers from other countries. The figur~s given for the 
United States also suggest that the expansion of American 
industry kept American 'workmen fully employed. As for 
England, the last fifty years of the 19th century saw a very 
.great expansion of British trade and industry, resulting in 
a ,very .great improvement in working-class standards of 
living. But the Marxi~t has an effective reply to this 
criticism. {Capitalism grew in . pre-war years and labour 
prosper~d in Western countries on account of the opening 
of new markets in undeveloped countries, particularly in the 
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East. The situation materially changed in the war and 
post-war years. · ' Coloured '. capitalism is limiting the 
growth of 'wh~te' capit~lism.\ A wide extension of 
capitalism must inevitably, produce the conditions so clearly 
foreseen and so. definitely stated by Marx. The last few 
years have seen the. growth of unemployment in' all the 
leadi~g industrial countries of the West. Imperialist 
expansion countera.cted the Marxian law of the industrial 
reserve army before the war. The law has a5serted itself 
with the progress of capitalism. Capitalism co-extensive 
with the whole world is a contradiction in terms. Capitalism, 
. thus, contains in its bosom the seeds of its own 
destruction. 

RELATIVE AND ABSOLUTE OVERPOPULATION 

Referring to the increase in numbers which is made 
possible by the growth of trade and indus.try and other 
factors Schmoller said: 

f' In view of what has been said above it will he readily 
aJmitted that there· was no overpopulation in the absolute 
sense a~ any time in the past, nor is there overpopulation 
in this sense at the present time, in so far as we u~derstand 
by that· term a population which cannot live. in its territory 
in spite of a most complete an~ rapidly . pt"ogressing 
technique, transportation system, colonisation, and moral 
and social organisation: These assumptions· were atmost 
never or o~ly very rarely re~ise~.· The practical question 
f'Si'.ientially is that of actual or threatened relative over­
population, i.e., such density .of population· as wo~d make 
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its pressure felt in view of the existing conditions of life and 
. "5 econom1c prospects. 

It is impossible to say whether any country, or any 
province of India,_ is overpopulated in the absolute sense. 
Japan maintains a population of 64,450,000 on an area of 
382,000 sq. km., or a population equal to that of Germany 
on an area 19 per cent less than that of Germany ( 469,000 
sq. km.) Is Japan overpopulated in the absolute seme '? 
Who can say? If she is able to acquire more Chine::e 
territory, if her trade and industry continue to ·grow as they 
have done since the war, Japan may well be able to suppor.t 
a population of 100 millions at a higher level of comfort 
and efficiency than at present. Bengal has a popul~tion of 
50 millions, but, as the Census Superintendent of Bengal· 
suggests, she might su.pport a population of 100 millions 
without any fall in the standard of living if' the total 
cultivable area were brought under cultivation and the 
yield per acre increased 30 per cent. Conceivably scientific 
cultivation may double the present yields; conceiYably the 
ir..dustrial output may he quadrupled. Bengal is not over· 
populated in the absolute sense. The question of the 

. optimum population that a country can support can neyer: be 
answered definitely, for the possibilities of economic " 
development, colonisation and commercial expansion cannot 
be exactly estimated. 

A more practical question, as Schmoller said, is that 
of relative overpopulation, or overpopulation with refer­
ence_ to existing economic conditions. Now econ0mic 
conditions are constantly changing: there are swings of 

5 Grundriss der allgemeine l'olkswirtschafulehre, 1920, Vol. I, p. 189. 
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prosperity and adve.rsity, ~f .eco~omic advance and 
retrogression. It follows that overpopulation in the 
relative sense is a phenomenon which is constantly appear· 
ing an'd constantly disappearing. 

It has been suggested that the term ' temporary ' over· 
population may be used in place of relative overpopulation, 
since it can never be said that overpopulation under any 
given economic conditions ·is a permanent ph{momenon.6 

:\1ombert says: 7 
' 

" All phenomena of overpopulation, whateyer be their 
causes, are of a temporary nature. We can never say that 
overpopulation is permanent because we are able to form 
no idca of its further development." 

But the word ' temporary ' may mean various things­
a vc:ry short, or a very long period. Over· or under· 
popalation due to an unfavourable conjuncture will be of 
a very short duration. Such over· or under-population 
l\ lorn bert prefers to call· 'fluctuating over· or under·popula· 
tion.' He contrasts this with tt:mporary over· or under· 
population of longer duration which is connected with 
pmblems of wealth-production. Fundamental changes in 
the f:tructure of industry exercise a more enduring influence 
ml thl" movement of population than changes due t~ 
.. ~on junctura! oscillations of demand. 

TnE MALTHUSIAN LAw AND INDIA 

We have £een that the growth of numbers in the 
prngrcs~he countries of Europe and in the United States t,f 

6 l:r·t•!Jel/.cr/HI[JS/r•llre hy Prof. l'aul Mombert, Jenu., 19~n. p. 2G·l. 

7 Dctodkrrvllgsc't~tu.:il'ldung ml!J Wirts~·hajtsgestaltung, pp·. 7-8. 



154 • INDIA BEFORE THE CRISIS 

America during the past 50 years or more has not been 
governed by the Malthusian Law. What is the situation in 
India? 

The main facts regarding the population of India are 
known to the r~ader. Our birth and death rates are high. 
The pressure on agricultural resources is steadily growing~ 
Marriage is universal and the production of children un­
controlled.· A great majority of the population lives not 
only near the margin of hare subsistence but below it. The 
reaction to disease is extravagant. A!ld, finally, the 
movement of population is very peculiar, rapid increase in 
one decade being ·followed_ by much slower increase or 
practically no increase in the following decade. 

Anyone who considered these facts would unhesi­
tatingly declare that the Malthusian principle was at work. 
~n India. · 

Malthus' references to India form some very interest­
ing reading.. Evidently Mal thus had no direct knowledge 
of India, his information about customs relating to marriage 
in India being derived from Sir William Jones' translation 
of Manu's Dharm Shastra. He refers to the strict precepts 
relating to -the government of the passions in. Manu, and 
among the preventive che~ks to population he mentions the 
division of the people into classes or castes, and the difficulty. 
of changing the traditional occupation of the caste. He 
takes note of the custom that the elder brother must marry 
before younger brothers are allowed to. marry, and. of the 
difficulty with which ·the choice of a wife is attended, 
considering that, according to Manu, girls with too little or 
too much hair, who are too talkative, who have bad eyes, a 
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disagreeable nam~ or any kind of sickness, who have nO> 
brother or whose father is not well known, and many others, 
are to be avoided. Malthus concluded that the preventive 
check was not absent in India. But he observed that early 
marriage was the rule in India, which led every person to­
marry " who could look forward to the slightest chance of 
being able to maintain a famiiy." ~'The natural conse· 
quence of this was," he continues,' " that the lower classes 
of people were reduced to extreme poverty' and were 
compelled to adopt the most frugal and scanty mode of 
subsistence . • . • . The population would thus be pressed 
hard against the limits of the means of subsistence, and the 
food of the country would be meted o.ut to the major part 
of the people in the smallest shares that could suppor~ 
life."* 

In such a state 9f things the populrtion, would suffer 
terribly in seasons of· scarcity of rood,. and in .epidemics 
which Malthus regarded as " the consequences of indigence 
and bad nourishm~nt.~' .The positive checks to population 
would chiefly affect the lowest class. 

As regards disease, 1\talthus pointed out that the 
I 

· principal victims were always the lower classes, who were 
b:~dly .nourished and who lived crowded together in small 
and dirty houses. "In what. other . m~nner," he asked,. 
'"can Nature point. out to us that if we increase too fast for · 
the means of subsistence so as to render it nec~ssary for a 

considerable piut of society to live in this miserable manner,. 
we have offended against one of her laws? "t 

' * Essl\y, p. lf)fl (Bcttany's Edition pnbli8hed in 1880). 
+ EH01J, [J. 412. 
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While the movement of our population ~s governed by 
the Malthusian Law, it may he again insisted that the 
problem is not merely one of production. If all the food 
that India produces were equally distributed, every one 
would have enough, and probably a small surplus would be 
left over. India makes annually 500 crore yards of cloth, 

· and consumes. annually about 600 crore yards, including 
imports of about 100 crore 'yards. If this cloth were 
equally distributed, the average villager would be better 
clothed tl]an he is-he possesses little mor~ than the 
rags he stands up in. / Given the amount of wealth 
produced, the existing system of distribution, the number 
of the inhabitants, and their habits and customs 
relating to marriage, it would liave been surprising if 
the Indian population had increased as rapidly as 
that of most European countries between 1870 and 
1910. 

It has been estimated that possibly a fourth of the 
population of the United States is underfed in a normal 
year.8 The American standard of feeding is probably 
different -from our own. Considerably more than half the 
population of onr village is underfed according to Indian 
-standards, and it is not unlikely that the proportion reaches 
.about 75 per cent in many parts of India at the present time. 
A recent investfgatio_n, of an official nature, has shown that 
in the Punjab, Assam, Madras, the United Provinces and 
B~har and Orissa only one-half of the agricultural popula­
tion is in a position physically to withstand the onslaught of 

Sl'roL!ems of Population. edited by Pitt-Rivers, p. 33·!. 
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disease.9 The percentages of those ' poorly nourished ' and 
'very badly nourished' in the major pro~'inces are estimated 

as follows: 
' Very badly · 

' Poorly nourished.' nourished.' 
Per cent of total. Per cent of totaL 

Punjab 38 20 
United Provinces 39 21 
Central Provinces · 50 18 
Bihar. and Orissa 40 18 
Bengal 47 31 
Madras 33 18 

The 'very badly nourished,' we are told, may eco­
nomically be said to be already dead. 

India is overpopulated in the relative sense. There 
· is no doubt about that. 

But our relative overpopulation is not of the 
conjuncturai kind. Neither can we speak of fluctuating over· 
and under-population in India in the whole period 1872-.-
1931. There has been relative overpopulation throughout 
the past 60 years, as shown by the irregular rate of increase, 
due to the strong reaction of the population to famine and 
disease. 

SYMPTOMs or OvERPOPULATION 

In an agricultural country famine may be regarded as 
a worsening of conjuncture. But the connection between 
famines and O\'crpopulation is not so intimate as l\Ialthus 
thought. There was heavy famine mortality in 1876-78. 

\J TLe rE>port on this interesting investigation bas not been publ;~hed. 
A sun1D1ary appeared in The Cioil and Military Gazette of Lalwrtt, date.J 
May 2G, 1933. 
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It might be said that this famine mortality was an indication 
"Of extreme pressure on the land and therefore a symptom 
<>f overpopulation. But even if a square mile of cultivated 
area supports only 50 persons, provided food cannot be 
imported from O!J.tside, a widespread failure of the rains 
(in the absence of canals and other artificial means of 
irrigation) must cause starvation and death. If density is 
light, fewer people die-that is all. Famine mort~lity is 
not always a reliable symptom of overpopulation, for under 
certain conditions famine mortality may occur in an under· 
populated country, and under other conditions (as in India 
at present), there may be no direct famine mortality in spite 
()f overpopulation. 

A fall in the standard of living of large masses of the 
population is the inevitable consequence of a rapid increase 
of numbers when the economic resources of a country fail 
to expand correspondingly.' 

A fall in the standard of living weakens the disease· 
resisting power of the people. , The reaction of the popula­
tion to disease is suggested by Indian . expedence as a 
reliable test of overpopulation. 

As we have seen, the masses in India are peculiarly 
susceptible to the attacks of epidemics. In this respect 
there has been no change for the better during the past 60 
years. Epidemics are some of the most powerful 
" correctives of the redundancy of mankind," and their 
prevalence in India shows that the country is overpopulated. 
Since epidemics (aided or unaided by famine) have played 
an important role in determining the growth of numbers in 
India since 1872, it may he concluded that overpopulation 
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in India is of an enduring kind. One might even speak of 
_permanent overpopulation in India. For unless there is a 
radical change of economic system and in the economic 
<:onditions in this country, no large change in the reaction 
Qf the masses to disease can be expected. 

The Indian Census Commissioner for 1921 did not 
.::tdmit that there was a connection between the prevalence of 
disease in India and the economic circumstances of the 
people. The annual fluctuations of the birth and death 
rate in his \-iew were " probably much more dependent on 
the intensity of the onslaught of the principal diseases, due 
to conditions of climate and environment, than on any 
~upposed variation in the resisting power to them of the 
people owing to economic circumstances."10

. 

It would be difficult to establish a connection between 
1lw increase in the death rate in any year Rnd the economic 
conditions of that or the preceding year. The influenza 
~·pidemic (1918-19) indeed came at a time of widespread 
n up failures, but the two preceding years were years of 
bumper crops. No epidemic is directly caused by crop 
failures or poverty, but when an epidemic does come, the 
('Conomic circumstances of the people have an important 
share in determining their reaction to it. 

~Jr. G. F. Hardy, who wrote the actuarial report on the 
Cen~us of 1831, was struck by the large proportion of 
('hildren and the small number of old persons in India. 
That pointed to a high death rate and a low rate of increase · 
per annum-" about one-fourth Jess than the English rate 
f . " " I' I 1 . f h o mcrease. 1ence, a mere y genera v1ew o t e age 

to Report, Yul. I, p. G5. 
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tables demonstrates the fact," said Mr. Hardy,. "that the 
death rate in India is considerably higher than in England" . . 
and consequently, that the average duration of life must he 
shorter, conclusions which are confirmed by the more 
detailed examination to which the materials available have 
been subjected."* 

He did not (fonsider the higher death rate to be 
"entirely the effect of periodical visitations of famine and 
·epidemics" as in years which were entirely free from these 
scourges the death rate still remained very much higher 
tllan the average death rate in England. He thought th::.tt a 
large part of the additional mortality \vas the ciT:ect of 
climate and the general sanitary conditions of the country. 
"On the other hand, however," he said, " it is not at all 
improbable that it is partly caused by a deficiency of 
stamina in the native races as compared with the English. 
Not only are vast numbers .of the po~rer classes unfed, hut 
they are descended from generations subject to the same 
disadvantage, and thus inherit constitutions less robust from 
th.e first than those of European races, and at the eame time 
having, unfortunately~ to contend against greater odds in 
the struggle for existence."t 

GRAVITY OF THE PROBLEM 

The population problem-.is a grave one. But it is 
ignored both by the Government and public leaders. 

w~ have discussed the system of 'land taxaticn 
(Chapter II). We have seen that in a country where 

* Cf'nsus of 1&31, Report, p. 112. 

t Ibid. 
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considerably more than half the total village population is 
unrlerfed, the main burden of provincial administration 

rests. on the cultivator. 
No attempt has been made by Government to reduce 

the pressure on the soil by diverting surplus population in 
the villages to towns. The Famine Commission of 1880, 
which examined the experiences of the devastating famine 

of 1876-78, drew pointed attention to the necessity of 
dcvelopi~g non-agricultural sources of livelihood. But it 
was not untill924 that India adopted discriminating protec· 
tion as her tariff policy. Till the outbreak of tlw Great 
War we levied a 5 per cent duty on imports for revenue 
purpo:;cs, and the Indian cotton-mill industry paid an excitie 

duty till the year 1926. 
The Government is taking a keen interest in the develop· 

mcnt of cottage industries, and prominent, public men are 
as3ociatcd with. the rural reconstruction movement. \!>ut the 
cnarkha, khaddar, and gur-mating will not solve the 
population· problem. It is ridiculous to think that cottage 
industries can be revived when machine-competition is 
growing in intensity, or that any change can be induced in 
th~ reaction of the village people to disease by adding " a 
f . " l . d '1 . .... ew p1es to t 1e1r a1 y mcome~ ... 

THE PRODLEU OF DISTRIBUTION 

Much of the present economic distress in India and 
other rountries is due to mal-distribution .of wealth. 

The fall of prices, which has produced such ruinous 
consequences for India and other agricultural countries, is 
attributed to overproduction. But in view of lhe laq;e 

F. 11 
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unsatisfied demand in the world for almost everything, this 
overproduction mu~t be understood in relation to effective 
demand. Production has not exceeded the limits of human 
consumption; probably it never will. 

When production exceeds effective deman4 and prices 
fall, the balance between production and consumption may 
be restored, and a rise of prices brought about, in one of 
two ways: (a) stimulating demand by increasing the 
purchasing power of the masses or (b) reducing supply. 

Restriction of production is an old and tried method. 
There is no doubt whatever that if production is sufficiently 
restricted, prices must rise. 

But restriction of production implies that producing 
capacity is not fully utilized. It is a retrograde step. 
Science and invention have created the means of lessening 
human toil and· increasing human comfort. A fall of 
prices enables the poorer classes to share in the gains of 
progress, and is, therefore, a matter for rejoicing. When 
an attempt is made to raise prices by the restriction of 
production, undeserved injury is inflicted on the consumer. 

A way of escape from our present difficulties, which has 
been suggested, is return to the ~imple life, a state of things 
in. which wants are few, and each famiiy is self-sufficient, 
producing largely what it consumes. We have seen that, 
at the present time, even villag~ economy is not self-sufficient. 
A return to the simple life of pre-historic times is not 
inconceivable, hut for that we have first to isolate oursdves 
from the ~est of the world. 

It deserves to be emphasized that tven if the isolation 
of India from the rest of the world were possible, the simple 
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life would be a life of greater poverty and hardship for the 
r~laf;;:,cs than at present. 

The right way of ::estoring the balance between produc­
tion and consumption is not by capitalist sabotage, or 
Hwcrsio!l to hand-power, which is an attempt to sabotage 
civiliEation, hut a better distribution of wealth. 

This is generally recognised. The world has not turned 
socialist but even in countries which may be described as 
strongholds of capitali&m, it is beginning to be felt that a 
crisis such as the present cannot be overcome without 
stimulating mass consumption. 

Take, for example, the American plan of recovery. 
The great national effort io stimulate consumption is an 
n~ential part of the plan. President Roosevelt is not a 
socialist, but on signing the National Industrial Recovery 

Act he said: . 
" The law that I l1ave just signed was passed to put 

people back to work-to let Lhem buy more of the products 
of the farms and factories and start our business at a living 
rate again. It seems to me to be equally plain that no 
business which depPnds for existence on paying less than 
living war,es to it:~ workers has any right to continue in this 
<'Ottnf.ry •••• an·I by living wages I mean more than a bare 
0ul1d&trw:e level-! mean the wage" of decent living." 
An1l " decent living," said lhe Prebident, " widely spread 
among our 125,000,000 people, means the opening up to 
iudustry of the richest market which the world has known." 

Decent living, wioely spread among our 353,000,000 
pt:f,ple, will mean the creation of a market for the products 
of our large-scale industry far.bigger than the Uniled States. 
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There is a growing consciousness throughout the world 
of ~he grave inequality in the distribution of wealth under 
the existing system, and of how this inequality restricts the 
purchasing _power of the masses. Even from the, point of 
view of the capitalist it is ·desirable to bring about a more 
equitable distribution of wealth. For, it is easy to 'produce 
more and more goods, but it is difficult to sell them when the 
masses have little purchasing power.· In this connection the 
reader's attention may be drawn to an interesting article in 
the "London Spectator" ·of Dec~mber 21, 1934, by 
Mr •. Thomas Burns. ·The author is a young capitali:t who 
fails to understand the policy of his elders. He blames 
them for having landed us " in this grand economic muddle 
we call Modern Capitalis~." There are moments when he 
_despairs of '~ the- idiocy " of his elders. " Modern 
capitalism," he says, "never fails to produce enough goods: 
it continually 'fails to . produce enough customers." The 
young capitalist bewails the loss of England's old customers. 
'' We must at all costs find new customers. We shall find-
1 am finding-some useful ones among our Imperial 
connection." . But in her own population England has a 
"far vaster reservoir of customers "-if their purcha~ing 
power can be increased. Referring to the 50 million 
inhabitants of the British Isles the young capitalist says: 
"The vast majority of them are still only to be described 
as poor: they have not sufficient purchasing power to satisfy 
their reasonable needs: their poverty, I, the y~ung ca-pitalist, 
regard as at once my greatest oppo~tunity and my greatest 
menace. If their poverty ha-s not been changed in the next 
few years into a reasonable measure of wealth, then 
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capitalism will be swept away into the li~bo of futilities, 
an·d rightly so." · 

If the vast majority of the 50 million inhabitants of 
Britain are still only to be considered 'poor,' is there any 

· word in the English language which adequately describes 
the economic condition of the vast majority of our 353 
millions? 

DISTRIBUTION OF WEALTH IN INDIA. 

It is sometimes thought that wealth is more equitably 
distributed in an agricultural than in an industrial country. 
But the distribution of wealth in India is inequitable enough. 

The Punjab is an agricultural Province and the chief. 
source of our wealth is land. How is land distributed 
among owners in this Province? 

The following figures have been taken from a publica· 
tion of the Board of Economic Inquiry, Punjab, entitled 
The Size and Distribution of Agricultural Holdings in the 
Punjab (1925). The author is Mr. H. Calvert, I.C.S., who 
was then Registrar of Co-operative Societie~: 

Owner No. Per cent of Land owned, Per cent of 
. (1000) total owners acres {1000) tota.lland 

G25 17·9 313 1 

II .. 1,428 4·0·4 3,200 11 

III 919 26·2 . 7,753 26·6 

IV 313 11·8 10,300 35·6 

v .. 121 3.7 7,452 25·7 

ToTAL .. · 3,406 100·0 23,818 99.9 
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The estimates. are not exact, but they indicate sufficient· 
ly clearly the manner in which land is distributed among 
owners in the Punjab. Take the first two classes together. 
Roughly, over 58 per cent of the owners own only 12 pe: 
cent of the cultivated area, while less than 4 per cent of the 
biggest owners (class V) own a little more than one· fourth 
of the cultivated area. If we take the last two classes 
together, it is found that more than 61 per cent of the 
cultivated area is owned by 15·5 per cent of the total number 

·of owners. 
The smallest owners,. 17·9 per cent of the total, possess 

less than 1_ acre of cultivated land, and class II, 40·4 per 
cent of the total owners, possess from I to less than 5 acres. 
Thus more than half of the owners possess less than. 5 acre~ 
each. · 

The smaller owners take extra land for cultivation 
fro!? bigger owners. From this point of view· there is not 
much to choose between tenant cultivators and the smallest 
owners. 

Landlordism as a factor affecting the distribution of 
wealth is of considerable importance in the Punjab. 
According to Census figures (1931), taking male earners 
alone whose principal occupation is agriculture, there are in 
the Punjab about 2 lakhs of non-cultivating proprietors who 
live on rent paid in money or kind, as compared with 17 
lakhs of cultivating owners, 11 lakhs of tenant cultivators 
and 5 lakhs of agricultural labourers. Those who live on 
rent form only 5·4· per cent of the total sub-order { a)t 
Cultivation (35·4 lakhs), but the actual distribution of land 
among m~ners shows very great inequalities. It limits the 
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purchasing power· of smaller owners . and of · tenant 
I 

cultivators. 
Landlordism is of much greater . importance in the 

United Provinces and Bengal. 
, {Mahatma Gandlii's idea is to bring about a better 

distribution of wealth in ·our villages by making the land· 
lord trustee of the welfare of tenants .. Mahatma Gandhi's 
mistake lies in interpreting human nature i~ his vwn terms. 
The only real solution of the problem of distribution consists 
in a change of system which makes the State the universal 
trustee.~ . 

Socia'Iist planning has been discussed in India in the 
Crisis. In socialist planning-economic as well as cultural 
-'lie our hopes of. progress. Cultural planning will educate 
the masses and lead them to take a rational view of life, and 
particularly marriag~. Under existing conditions we spend 
about 45 Grores on the Army and 12 crores on the police; 
but there is no money for· mass education.' Poor, illiterate 

· and ignorant as the masses are, their passions are easily . 
inflamed by communal leaders, and from time to time India 
celebrates orgies of communa.l rioting, murder' and ars~n. 
Communal leaders are no common men. They enjoy rank 
and titles, and are honoured by Government. Mass educa· .. 
ticn, co~bi~ed with a ·rational view of. life, will lead 
·to the limitati.on of births, and incidentally solve . the 
comn1unal problem. 1 A State· planned, State-di~ected and 
State-controlled system of production may in less than a 
gtneration build up a sound industrial system on modern 
lines, :withdraw surplus labour from the villages, thus · 
reducing the growing pressure on the land, and modernise 
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agricultural methods.( A greater .production of wealth, and 
a better distribution of it are the real means of saving the 
people from epidemics. ~ 

A rise in the standard of living of the masses will 
create in them a desire for a higher and richer life. No one 
wants number$ to grow recklessly in this country. An 
enlightened, well·fed, well-clothed and · properly hou~ed 

population o{ 150 millions is better than a crowd of 353 
millions, most of whom do not not know the meaning of edu· 
cation and culture, are economically speaking more dead 
than alive, and exist only as balidan for epidemics. 



CHAPTER VI 

1. AGRICULTURAL PRODUCTION 

The following table shows the average yield of the 
principal crops in 1910-11 to 1914-15, 1928-29 to 1932-33 

. and in the year 1932·33 :-

YIELD OF PRINCIPAL CROPS 

Average · Average 
1910-11 to 1928-29 to 1932-83 1933-34 
1914-15 1932-83 

rtice, million tons 28·4 31·9 31.0 30·9 
Wheat, million tons 9·7 9.4 9·4 g .. j, 

Sugar (raw), million tons 2·4 3·5 4 .. 7 1··9 
Tea, million lbs. 290·1 411·2 433·7 (f!) 

Cott(m, million bales* 4·4 5·0 4·5 5.0 
Jute, million bales 9·1 8·8 7·1 s.o 
Linseed, 1,000 tons 508 380 4·05 379 
Rape and Mustard, 1,000 tons 1,226 1,014 1,052 957 
S~esamum, 1,000 tons 471 500 54.7 541 
Castor eecd, 1,000 tons 114t 125 149 143 
Groundnut, 1,000 tons (/)$ 2,624 2,934 3,330 
InJigo, 1,000 cwts. 37 13 11 (a) 
Coffee. rnillion lbs. 23·6t 33·5 33.7:j: (a) 
Rul•bcr, million lhs. 13·0t 25·1 6·0 (a) 

The noteworthy changes as compared with the pre-war 
average are a considerable increase in the production of 
~ugar·cane, tea, imd groundnuts. · 

(a) Not available. 
* A bale contains 400 lbs. 
t M~rage HJ20-21 to 1924-2,;, 
! Y. or 1\I:Jl-32. 
The yi~ldR of other cropB in 19J'J-33 were: Barley 2 1. million toM; 

Jl11' ~r tH million tone; bnjra 2·6 million tons; maize 2·1 million tons; gram 
:,q; n•illion tons and tobacco 608,000 tons. 

lG!l 
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Both the area and the yield of sugar-cane have been 
steadily expanding since 1929-30~ Jute ·has suffered a set· · 
hack. The area under this crop in 1930-31 was about 3·5 
million acres and yield 11·2 million bales; the figures for 
1932-33 are 2·1 million acres and 7·1 million bales. 
'Production of oii-seeds has increased during the past five 
,years. Indigo has steadily lost ground, but it is an old 
story. The production of rubber fell heavily ·from 20 
million lhs. in 1931-32 to a little over 6 million lbs. in 
· 1932-33. The explanation lies in g~eral overproduction 
and the heavy fall in price. 

DISTRIBUTION. OF CROI~S 

Rice.-Tlie most important centres of production are: Bengal · 
(94 million tons); Madras (5·4 million tons); Bu!fi!a (about 5 
million tons) ; and Bihar and Orissa (a little over 4 'million tons). 
The exports of rice amount to 6·7 per cent of total production. . . . 

··Wheat,:.._ Wheat is mos~ largely grown in the Punjab and the 
United Provinces (about 3 million to~s each). The exports nre 

negligible at present. The last year in which India exported a 
considerable quantity of wheat (over .1 million tons, valued at 17 
crores of rupees) was 1924-25. ' 

Sugar-cane.-In 19.32-33 the United Provin~es produced 2Vz 
million tons of gur (raw sugar), Bengal and Punjab about 4Vz lakh 
tons each, and Madras, Bihar and Orissa over 3 lakh tons each. 

· Tea.-Tea is grown most largely in Assam and Bengal. About 
90 per cent of the Indian prpduction is exported. 

Cotton.-The most important centres of cotton production are: 
Bombay {809,000 lbs.); Central Provinces and Berar (740,000 lbs.); 

. Punjab (555,000 lbs.); and Madras (407,000 lhs). In 1932-3.3 
46 per cent of the tot~l crop was exported, as compared with 61 f~l?r 
cent in the ~ost-war period (1919-20 to 1923·2·~). 
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/u!c:-Iute is chiefly grown in Bengal, and to a very small extent 
in As!3aru, Bihar and Orissa. 

Oilseeds.-Linseed, rape and mustard, sesamum and castor-seed 
are grown in most of the major provinces. Groundnuts are most 
largely grown in Madras (3•5 million tons). The proportion of 
exports to production is shown below: 

Post-war average · 1932-33 

Linseed 59 18 
Rape and mustard 19 11 
Sesamum 6 2 
Groundnuts 19 15 

Co/Jee.-Coff.ce is grown in Mysore, Madras and Coorg. 
Rubber.-Rubbei is chiefly produced in Burma and Travancore. 

Th(! fignre for Burma fell from over 11 million lbs. in 1929 t() 

J1,2,million lbs. in 1932, and that for Travancore from 13·6 million 
lb~. to 1·3 million lb~. · 

h1igo.-Madras has the largest area under indigo, 46,000 acres, 
Dnd next, Punjab, 9,000 acres (1932-33). The total area under 
indjgo in India in 1932-33 was less than 60,000 acres (770,000 acres. 
in 1917-18). · 

2. MINERAL PRODUCTION 

There is no lack in India of raw materials required for 
1he deYelopment of metallurgical industries. This fact was 
wen known to the ancients. Nearly 300 B. C. Megas­
thenes wrole that India " has under-ground numerous 
vci~s of all sorts of metals, for it, crmtains much gold and 
silver and copper and iron in no small quantity, and even 
tin anll other metals which are employed in making articleR 
of use :.md ornament as well as the impleJ:?ents and · · 
accoutrements of War."* 

* " IoJustrial IIanrlbook,'~ published by the Indian Munitions Board! 
p. 1Z3. 
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Writing in 1881 in the introduction to 1lis " Economic 
Geology of India," V. Ball thus com~ented on the passage 
quoted above:-

"To many it may appear that it was a fanciful and fabulous 
India, very different from the country as it is now known to us. To 
~uch the facts set forth in this work not only as to the extent of the 
mineral resources, but also as to. the extent Of the ancient mining 
operations, will come almost as a revelation. 

"Speaking generally, the value 9f the majority of the deposits 
is relative to external circumstances. Were India wholly isolated 
from the rest of the world, or were her mineral productions protect· 
ed from competition, there cannot be the least doubt that she would 
be able, from with!n her own boundaries, to supply very nearly all 
the requirements, in so far as the mineral wor:ld is concerned, of a 
highly civilized community. But the consumer would probably 
have to pay more than he does at the present day." 

About 1881, -however, no important ~etallurgical 
industries, working on modern lines, existed in India. It 
was in 1885 that the Mysore Gold Company was founded. 
The Barker Iron Works were, indeed, established in 1875, 

· hut it was not until 1899 that the Company succeeded in 
producing pig iron at a profit. Thus, at the beginning of 
the present century, the only successful metallurgical works 
were the gold mining and reduction plants of Kolar and the 
Barker Iron Works. Great progress has, however, been 
made during the past 30 years. In 1903 the Hutti Gold 
Mines (Hyderabad State) commenced operations. In 1909 
the Burma Mines, Limited, was started. The Indian Iron 
and Steel Company was floated in 1918 with the object of 
producing pig Iron. In the same year the regular produc· 
tion of blister copper began in India. 
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India's mineral production in 1913, 19~9 and 1931 is 
shown by a table given at the end of this section. 

There is said to he a ' surplus ' of a metal or. mineral 
when it is exported; when home production has to he supple· 
mented by imports, the supply is ' insufficient,' and when 
the production is. equal to consumption, and there are neither 
exports nor imports, the supply is described as ' sufficient.' 
The statement given below classifies the principal minerals 
and metals under these three heads : 

Ineu.llic.ient 
Aluminium. 
Arsenic. 
Asbestos. 
Barytes. 
Boratcs. 
Brass .. 
China Clay. 
Coal tar and pitch. 
Sulphate of ammonia. 
Copper. 
Diamontls. 
Ferro alloys. . 
Graphite. . . 
Crude petroleum. 
Petrol, including hen• 

zine and ·dangerous 
spirits. 

Kerosene. 
Fuel oil. 
Lubricating oils. 
Phosphates. 
Potash chemicals and 

manures. 
Quicksilver; 
Salt. 
Silver. 
Sulphur. 
Tin. 
Zinc. 

Sufficient· 
Ferro-manganese. 
Fuller's earth. 
Gypsum. 
Heavy Benzine. 
Talc (a magnesium 

silicate). 

· . Surplus 
Antimony. 
Chrome ore. 
Bituminous non-coking 

and coking coal and 
anthracite. · 

Copper .matte. 
Gold. . 
Iron ore, pig iron and 

steel. · · 
Pig lead; 
Magnesite. 
Mangllnese ore. 
Mica. 
Monazite. 
Nickel speiss. 
Paraffin wax. 
Saltpetre. 
Ilmenite. 
Tungsten. 

(Source: Records of the Geological Survey of India, Vol. LXVl, · 
Part 4, pp. 529-32).. 
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The total value of minerals produced in India is Ehowa 
below: 

Million £. 

Average 1919-:-23 25·2 

1924 28·.7 

1926 25·8 

1927 .. 22·9 

1928 2i·9 

1929 22·3 

1930 19·3 

1931 17·7 

1932 15·6 

1933 16.6 

The whole of the increase in value of £3·5 millions in 
1924, as compared with the average for 1919-23, was not 
real, being due in part to the higher average value. of tLe 
rupee during that year. From 1924 to 1923 the value of 
the minerals produced declined steadily. In 1929 there \~'as 
a slight increase in value but the decline was resumed i.J 
1~30, to be arrested in 1933. · The table given behw 
compares the prices of the principal metals and ores in J 9.13 
with those in 1929: 
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AVERAGE PRICES IN THE UNITED KINGDOM OF PRINCIPAL METALS AND 

ORES IN 1929 AND 1933 

METALs-

1929. 
£per ton. 

Copper, standard 75·48 

Lead, pig, soft foreign • , 23·24 

· Speltre, ordinary 24·88 

Tin, standard 203·94 

Pig-iron, Cleveland No. 3 3·52 

Steel rails . • 8·50 

Ferro-manganese 13·53 

Gold, fine, per oz.. 84.94ls. 

Silver, standard, per oz. · 24·614d. 

()m::s-

Chromlte, per ton £4• 296 

Manganese ore, per unit 11,·0d. 

Wolfram, per unit 29·28s. 

1933. 
£per ton. 

32·39 

11·80 

. 15·74 

194.59 

3.03 

8.37 

18·148d. 

9·5d. 

15.4.2s. 

Percentage 
rise (+) or 
fall (-) as 
compared 
witb 1929 

-57 

-49 

-37 

-5 

-14 

-2 

. -17 

.+47 

-26 

.+8 

-32 

-47 

Attention may be drawn to the heavy fall in the price 
Qf copper, pig lead, speltre, manganese or~ and wolfram, 
and the heavy rise in the price of gold. The price of gold 
(Ill May 1, 1935, was £7-5 and of silver 34-!d. 
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CoAL 

Coal is one of .our "most distressed" mineral 
industries, the other being manganese ore. The coal indu:::try 
has grown rapidly since 1897, in which year production 
amounted to a little over 4 million tons. This may be~ 

compared with the peak production of 23·8 million tons 
(valued at £6·9 millions} in 1930. Since then both produc· 
tion and value have been declining. In 1933 production 
amounted to 19! million tons valued at £l6 
millions. 

The coal industry is suffering from overproduction 
and the consequent heavy fall of prices. The consumption 
of coal in India is estimated at 18 million tons, while the 
producing capacity is 26-27 million tons annually. The 
price of coal has fallen from Rs. 12 per ton at the pithead 
in 1924 to less than Rs. 4. 

The coal interests complain that the Government haYe 
retarded the industry by purchasing coal-bearing lands and 
producing coal themselves for the State-owned RailwJy;;. 
The use of fuel oil in, place of coal, as on part of the North· 
Western Railway system, is also objected to. It is admitted 
that th~ Railway Board have assisted the coal industry by 
restricting the production of State-owned collieries, but this 
is not considered enough. 

The embargo on the export of coal, imposed by the 
Government of India in July, 1920, was responsible for the 
loss of important overseas markets. Of these Ceylon has 
been recovered, but the Straits Settlements and other Eastern 
marktts have been captured by South African coal. 
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The Coal Grading Board was constituted in 1925 and 
commenced operations in 1926. The object of this Board 
is to ensure that only good-sized coal is exported. The 
Coal Grading Act provides for the grading of seams of coal 
and for the grant of certificates for coal intended for expo,rt. 
The exports of coal fell from 685,000 tons in 1928-29 to 
373,000 tons in 1933-34 and about · 314,000 tons in 
1934-35. 

Hegula!ed production is the way suggested out of the 
' Valley of Despair ' in which mine-owners at present find 
themselves. The industry on an average employs 165,500 
workmen daily. The continued weakening of the industry 
would lead to an undesirable reduction of wages and 
salaries, and financial losses to the industry, the investing 
public anJ to Government revenues. The fall of prices, 
further, limits production to seams of the best quality coal, 
ancl makes it difficult to improve the methods of extrac· 
tion. 

The industry has asked for legislation for the control 
uf production. The mine-owners have sought Government 

· help because they fear that their unaided efforts to control 
output will not be successful. No marketing scheme will 
solve the' difficulty, for "overproduction is the source of 
the disequilibrium, not distribution."1 

The scheme proposed for the control of production is 
as follows. The average production of coal during three 
years, 1930-32, would be called "Indi'a's Standard 
Tonnage "; and the average production of each colliery 
•Juring the same three years Colliery's Standard Tonnage. 

1 Capital, Trade nnd InduBtries Supplerut)nt, December, Hl3!, p. 5•). 

F. 1:3 



178 1:\TDIA BEFORE THE CRISIS 

The consumption of coal in. any year, say 1937, would be 
estimated in advance, and if the figure was, say, 10 per cent 
less than India's Standard Tonnage, every colliery (with a 
Standard Tonnage of more than 18,000 tons) would be 
required to reduce its output 10 per cent below its Standard 
Tonnage. The final decision aS-- to the amount produced 
would be of the Governor-General in Council. No colliery 
shall be required to restrict its production below 18,000 
tons per annum. 

To safeguard the interests of the consumer it is propos· 
ed that there should be equal representation of producing 
and consuming interests on the Executive Committee appoint· 
ed to administer the legislation. The consumer is assured 
that the coal industry will not abuse any powers which may 
be given it to control output. 

Of the 19·8 million tons of coal raised in 1933, the 
share of Bengal was 5·7 million tons, Bihar and Orhsa 11·3 
million tons and the "central Provinces 1! mil1ion tom. 
The output of the Central Provinces in 1924 was aLout 
700,000 tons. 

MANGANESE 

The output of Manganese was 902,000 tons in 1907, 
and 1,129,000 tons in 1927, valued at £2·7 millions. Since 
1927 both the output and its value have fallen. In 1933 
the output was only 218,000 tons, valued at £123,000. 
These are the smallest quantities and values reported ~ince 
1901.2 The quantity of the production in 1933 was a little 
over one-fifth of that of 1927 and the value less than one 

277
. 2 Re-cord& oi the G~ological Surtey of India, Vol. LXVill, Part 3, p. 
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twenty-second part of the value of the 1927 production. 
No major Indian mineral industry has suffered from the 
effects of the collapse of prices so much as the manganese 
industry. The heavy fall in the pri~e of manganese ore, 
from 22·9d. per unit in 1924 to 9·5d. per unit in 1933 was 
due to world overproduction. Russia's non-economic 
methods of exploitation and finance are responsible for the 
exhting situation in this industry .. While supplies have 
increased, demand has fallen on account of tile declining 
production of iron and steel. The world's output of steel 
fell from 122 million tons in 1929 to about 63 million tons 
in 1931 and only 50 million tons in 1932. The output rose. 

in 1933 to 69 million tons, which slightly raised the price of 
manganese in 1934. 

The chief sources of production of manganese ore are 
India, Russia, the Gold Coast, South Africa and Brazil. 
The output of. Egypt and Czecho-Slovakia jg also appreci· 
able. 

The e~porls fell from the pv::it-war (1919-20 to 1923· 
3t) average of 648,000 tons to 266,000 tons in 1933-34, 
but rose to 455,000 tons in 1934-35. 

Pctrolcum.-The value of petroleum (£4.•7 millions) exceeded 
that of any other mineral produced in India in 1933. The world 
production of petroleum in 1933 is estimated at 198 million tons, 
The contribution of the United States to this total was 62·5 per cent, 
Russia 10·6 per cent, Venezula 8·3 per cent, and India 0·62 per cent. 
The quantity produced in India was 306 million gallons. India 
imported 53 million gallons of kerosene in 1933-31, valued at 
2j crores of rupees. · 

Gold.-The chief centre of gold mining is Mysore (Kolar gol•l 
fichh). The two deepc&t mines on this field have reached depths 
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of 7,410 and 7,334 feet (the Champion Reef and the Ooregum Mines 
respectively). The rock temperature at these depths is very high, 

· 129·8 degrees F., and the maintenance of adequate ventilation at the 
working places is becoming a difficult problem. 

Mica.~The reported· quantity produced in 1933 was 41,000 
cwts; exports exceed the output ( 66,000 cwts. in 1933-34). The 
difference is due to theft from the mines. 

Salt.-In 1933, excluding Aden, India produced 1,404,000 tons 
of salt from the sea, subsoil or lakes, and 170,000 tons of rock· 
salt (Salt Range: 146,000 tons). Imports in 1933 amounted to 
397,000 tons. 

Saltpetre.-No figures of pr~duction are available, but exports 
indicate the gene~al state of the industry, as, excepting a few hundred 
tons required for internal consumption as fertiliser, the whole of 
the output is exported. Exports increased from 134,000 tons in 
1931-32 to 188,000 tons in 1933-34, but fell to 171,000 tons in 
1934-35. 

MINERAL RESERVES 

India's probable resources in aluminium ore are 
estimated at 34 million tons, and potential resources at 100 
million tons. 

The proved re11erves of coal (Gondwana coal-fields) in 
1931 were put at 5,000. million tons of good quality. The 
probable resources in coal are estimated at 20,000 million 
tons, and potential resources at 60,000 million tons in seams 

. of over 4 feet thick at workable depths. In addition there 
are 6,000 ·million potential tons of tertiary coal in 
Assam. 

The proved reserves of copper ore (1931) amount to 
about 800,000 tons, and of lead ore to over 4 million tons. 
The probable resources in iron ore (Hrematite, containing 
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60 per ~~nt of iron) are estimated at 3,000 million tons.3 

VALUE OF THE MINERALS PRODUCED IN 1933 

£ 
Petroleum 4,708,000 

Coal 4·,600,000 
Gold .. 2,078,000 
Salt 859,000 
Lead or Lead ore 851,000 
Building materials 800,000 
Tin ore 533,000 
Silver 497,000 
Copper ore and matte 392,000 
Mica 303,000 
Zinc concentrates 232,000 
Iron ore 183,000 
Manganese ore 123,000 
Saltpetre 117,000 
Tungsten ore 82,000 
Nicke l·s peiss 77,000 
Ilmenite 43,000 
Antimonial lead 18,000 
Chrornite 17,000 
Clays ol 16,000 
Steatite 14,000 
Jadeite 13,500 

ToTAL* 16,618,000 

* Inr:lud\lS the following other minerals : refractory materials; magnesite; 
r11l>y, snpphire an1l epinel; Fuller's earth; Monr~zite; gypsum; diamonds; 
ochn'~; l1orytcs i zircon; beryl; felepar; bauxite; garnet; ambor; npatite; 
ul.J.io} bism11lh. 

! Rccor,J.v uf Ocoloyical Suroey1 Vol. LXVIII!. Part 3, p. 253.) 

3 R.ecunls of tire Geologica! Survey .of l11dia~ Vol. LXVI, Part 4, Ji. 
47G. 
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MINERAL PRODUCTION (QUANTITIES) 

1913 1929 19.31 

ORES AND MINERALS: 
Coal, tons 16,208,000 23,419,000 21,716,000 
Copper ore, tons .. 3,810 76,836 153,636 
Diamo~ds, carats •• 116 1,627 639 
Gypsum, tons 24,961 52,726 53,632 
Iron ore, tons 370,845 2,428,555 1,G24.,900 
Lead ore, tons 20,325 464,696 397,679 
Magnesite, tons .. 16,198 23,497 5,333 
Petroleum, Crude,-

gals. 277,555,000 306,148,000 _305,019,000 
Petrol, including 

benzine and 
dangerous spirits, 

gals. 21,241,800 22,553,90() 
Kerosene, gals .•• 141,119,~00 147,550,000 
Burning oil, gals. 11,648,800 15,297,000 
Fuel oil, gals. • . 5,567,600 14,593,991 
Pitch, gals. . 102,000 9,810 
Heavy be~zine, gals. 52,538,400 41,263,501) 
Wax, tons 77,700 49,397 
Residuun, tons .. 11,919,000 24.259.863 
Batching and lubri-

eating oil, _tons 8,696,000 9,192,800 
Other sorts, tons 5,387,000 5,977,000 
Grease, lbs. 29,350 

Salt ( e x c 1 u d in g 
Aden), Rock, 

tons 161,183 178,000 161,90() 
Salt, sea, subsoil 

and lake salt, tons 1,138,000 1,234,500 1,391,4-00 
Tin ore, tons 171 
Tunge.ten minerals, 

3,784 2,56q 

tons 1,688 1,068 969 
Zinc ore, tons 3,871 53,400 51,455. 
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.METALS: 

Copper, refined, tons} 1,635 4,069 
512 

Copper-matte, tons 11,303 13,437 

Gold, fine, oz. 595,761 .363,869 330,489 

Pig-iron, tons 291,112 1,391,541 1,058,300 

Steel, tons 156,993 410,923 439,134 

Ca:>tin"'"·•* tons 17,536 43,598 60,971 

F erro:manganese 3,630 14,336 

Lead, tons 5,858 79,033 73,280 

Silver, fine, oz. 125,209 7,298,327 5,923,005 

Tin, cwts. 3,650 

(Source: Records of Geological Survey, Vol. LXVI, Part 4.) 

3. MANUFACTURING INDUSTRIES 

The industrial backwardness of Indiat is due to several 
causes, among which the neglect of applied science, the 

11 Made from pig-iron and therefore not additional figures. 

t The Indian InduRtrial Commission (1916-18), thus described the 
deGci,;neies in the production of articles :-

" The blanks in our industrial catalogue are of a kinJ most surprising 
to one familiar only with European conilitions. We have already alludeJ 
generally to the ba~ic deficiencies in our iron and steel industries, and have 
e:rpla.ined how, aa o. result !lf these, the many excellent engineering shops 
in India are mainly devoted to repair work, or to the manufacture, hitherto 
mainly from imported materials, of comparatively simple structures, such &~ 

roofa and bridges, wagons and tanka. India can build a small marine 
et,gine and tnrn out a locomotive, proviJed certain essential parts are 
obtained from abroad, but she has not a machine to make nails or eorewe, 
nor can Bhe manufnetnre som~ of thll eAscntio.l parts of electrical machinery. 
E\ect.rical plant and equipment are atill, therefore, all imported, in apife 
of the fact tbnt incand&srent lamps are uaed by tho million and electric 
fflns hy tens of thousands. India relies on foreign supplies Cor steel springs 
an'l iron chains, and for wire ropes, o. vital ne<:essity of ht'r mining industry, 
\\' e h;wo already pointed out the absence of any manufacture of textile 
mnchinery, and with a few e:w•ptions, even of textile-mill accessories. The 
eame may be snid of the equipment of nearly all inJw,trial concerns. The 
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laissez faire policy of the Government in the past, and 
the shyness of Indian · capital · for modern enterprises 
may be specially mentioned. As is well known, one of 
the most important causes of Germany's industrial leader· 
ship is her zeal for scientific studies and the application of 
science to practical problems. In· India, till recently, the 
study of science occupied a very minor place in the ed\t· 
cational system. The· education imp~rted in our schools 
and universities .is still mainly of a literary type, which 
accounts for the utter lack in India of scientific and business 
experts who could help in the organisation of industries and. 
who have, 'therefore~ to be imported. Again, as we have 
seen, in industrial matters, the Government in the past, with 

list of deficiencies includes all kinds of machine tools, steam engines, boilers, 
oil. and gas engines, hydxanlic presses and heavy cranes. Simple lathes~ 
small sugar mills, small pumps and a variety qf · odds and ends are made 
in some shops, but the basis of their manufacture· and the limited scale o! 
production do not enable them to compete with imported goods of similar 
character to the extent of excluding .the latter. Agriculturists' and planters' 
tools such as ploughs, mamooties, spades, shovels and pickaxes are mainly 
imported, as well as the hand tools of improved character used in most 
cottage industries, including wood-working tools, healds and reeds. shuttles 
and pickers. Bicycles, motor cycles and motor cars cannot at present be 
made in India, th()ugh the imports under these heads were valued at Rs. 187 
lakhs in 1913-14 [360 lakbs in 1934-35]. The manufacture of common ~lass 

•is carried on in various looalities, and some works have turned out or,Jinary · 
domestic utensils and bottles of fair quality, but no attempts have been 
made to produce plate or sheet glass, while optical glass manufacture Las 
never even been mooted. The extent of our dependence on imported glass 
is evidenced by the fact that in 1913-14 this was valued at Rs. 164 lakbs 
[133 lakbs in 1934-35). Porcelain insulators, good enough for low tension 

. curr~nts, are manufactured, but India does not produce the· big her qualities 
of etther porcelain or china. 'Attention has been directed to tue building of 
~te~l ship!!, but until the local supply of steel has been greatly increased, 
~t ~s more than doubtful if expectations in this direction can be realised, and 
lt 

18 ~robable t·ha~ there are other ways in which our present relatively small 
supphes of Indian steel can be quickly and more profitably utiliBed.'~ 
(Report, 55). 
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few exceptions, followed ·a 'let alone' policy. "The 
political and economic conditions of India," wrote ~he 
Industrial Commission, "have created a large export and 
import trade, and this trade has brought .aboll:t the present 
industrial position.* Unrestricted freedom of importation . 
i$ responsible in no small' measure for the industrial back· 
w~rdness of India. It largely explains the shyness of Indian 
capital for modern enterprises .. There was never any serious 
lack of capi.tal in India, but Indian capital was chiefly 
invested in agriculture arid a few manufacturing industries, 
as jute and cotton .. · Profits in most of the industries affected 
by. foreign competition were very uncertain, and Indian 
capital avoided these industries. Lastly, in the purchase 
of Government stores very little advantage was taken of the 
rules ir.tended to encourage the purchase of locally manu­
factured articles, and Government Departments generally 
indented on the India Office for their requirements. 

The War forced the Government of India to direct 
their attention to the . question of developing Indian 
industries. The unprecedented shrinkage of imports made 
the count~y realise, as it had never realised before, the 
terrible consequences of too great dependence upon other 
countries for the supply of_ things essential in peace and. 
war. The Industrial Commission eniphasized the dan.crer of . ,., 
~ndustrial deficiencies in the following words:- · 

"The list of indu!itries which, though their products are es!:lenti:tl 
alike in peace and war, are lacking in this country is lengthy an 1 
almost ominous. Until they are brought into· existence on ·an 
adequate ,scale, lud}an capitalists will,· in times of peace, be deprivea. 
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of a number of profitable enterprises, whilst in the event of a war 
which renders sea transport impossible, India's all important existing 
industries will be exposed to the risk of stoppage, her consumers 
to great hardship, and her armed forces to the gravest possible 
danger."* 

Every effort was made by the Government during the 
War to develop industries whose products were requirrd, 
directly or indirectly, for war purposes. The Indian 
Munitions Board was established in February, 1917. The 
functions of the Board were " to control and develop Indian 
resources with special reference to the needs created by the 
W ar,-to limit and co-ordinate demands for articles not 
manufactured or produced in India, and to apply the manu· 
facturing resources of India to War purposes with the 
special object of reducing demands on shipping." The 
primary object of the Munitions Board was to meet the 
demands of the armies operating in Mesopotamia, but it 
helped very materially in the development of Indian 
industries by purchasing in India articles and materials 
needed for the civil and military departments and for the 
railways; by diverting, so far as it was practicable, orders 
for articles and materials from the United Kingdom to 
manufacturers in India; by giving assistance to individuals 
and firms who desired to import plant or to engage technical 
and chemical experts and skilled labour from England or 
elsewh~re in order to establish new industries or develop 
old ones; and by the dissemination of information and 
expert advice and the giving of other direct or indirect 
encouragement to persons prepared to establish new 

• Report, pp. 55-56, 
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induc;trie5 in India. During the 18 months, from 1st April, 
1917, to the end of September, 1918, the Board Epent 3-1. 

crorcs of rupees. The stores were purchased by the Board 
mainly from Indian firms. 

The 1\lunitions Board paid special attention to the 

encouragement of 'key' industries. For example, some 

of the accessories used by the milling industrie5 in India, 
~uch as roller skim, pickers, sheep skins for rice-polishing, 
belting, etc., are now made in India. Other industries to 
which considerable attention was paid were the manufacture 

of anti-£ riction metal, ferro-manganese, glass, potter f, 
refractory bricks, disinf ccting fluids, tea-pruning knives, 
tea chests, asbesto5, boiler composilion, glucose, coir articles 
and ·graphite crucibles. 

Apart ·from action taken by the Government to 

t:rH:ourage Indian industries, the ri~e of prices caused by the 
hea\'y decrea~e in all kinds of imports gave a great 
stirr:ulus to Indian manufacturing enterprise. Att~mpt w<>s 

mad~ hy manufacturers to fill the gap causPd Ly the 
shriPkage of imports. Old indu.;;tries were strengthened and 
enlargcJ and new industries were established. But for 

crrlain causes, arising out of our pre·War industrial weak· 
IV~).;, the growth of industries during the War would have 

been even more rapid than it was. The~e causes were: 
( 1) the djfficulty of importing machint:>ry and m11terials such 

"' are llfJt made in India; (2) the shortage of coal anrl 
cohing plant and the !'hortage of railway wagons and coa!'lt~ 
jng n·::;seh: (3)· the difficulty of procuring from abroad 
chemical and technical experts and ( 4) the shortage of 
.:;killed labour. 
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India's fiscal policy was examined by the Fiscal 
Commission of 1921-22. The report of the Commission 
was not unanimous, the minority recommending ' Protec· 
tion ' and the majority 'Protection applied with discrimina· 
tion.' The difference between the two points of view, for all 
practical purposes, is slight, for protection must always be 
applied with discrimination. A Tariff Board was constitut· 
ed in accordance with the recommendations of the Fiscal 
Commission. In dealing with claims for protection the 
Tariff Board has_ to satisfy itself (a) that the industry 
possesses natural advantages, (b) that without the help of 
protection it is not likely to develop at all, or not so rapidly 
as is desirable, and (c)' that it will eventually be able to 
face world competition without protection. 

Tht chief objects -of the Commission in recommending 
the adoption of a policy of discriminating protection was 
to reduce the burden which protection inevitably imposes 
upon the consumer, to prevent the establishment of unsuit· 
able industries (which might be the result if all kinds of 
industries were indiscriminately protected), and to minimise 
the effect of protection on the balance of trade, or to 
maintain a favourable balance of trade. 

IRON AND STEEL 

The first fruit of the labours of the Tariff Board was 
Act No. XIV of 1924 to provide for the fostering and de~c· 
lopment of the steel industry in British India. The Act 
authorised the Governor-General in Council to give bounties 
on steel rails and fishplates and on railway wagons to 
companies producing these articles, registereJ under the 
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Indian Companies Act of 1913, with a rupee capital, and 
having a certain proportion of Indian Directors, and 
imposed duties of 30 to 40 per cent on imported iron and 
steel according to ·the ;tage of manufacture of the imported 
article, and the requirements of the Indian industry. Pro­
tection in the first instance was granted for a period of 
three years, untll, the end of March, 1927. The rise in the 
rupe~ exchange after the passing of the Act and the con· 
tinued depression in the steel industry in European countries 
led to two further enquiries by the Tariff Board in 1924. 
and 1925. The Tariff Board recommended the grant of 
bounties on the production of steel ingots subject to a 
maximum of 50 lakhs for the year ending 30th September, 
1925, and 60 lakhs for the eighteen months ending 31st 
I\ larch, 1927 .. 

The situation was re-examined by the Tariff Board in 
1926. It recommended the continuance of protection for 
a period of 7 years, that is until 1933-34. The system of 
bounties was discontinued on the ground that it was likely 
to prove very costly. The production of the Indian steel 
indu&try was increasing, and it was doubtful whether the 
revenue from the protective duties would be sufficient to 
cover the cost of the bounties. Further, an element of 
preference was introduced in the duties levied on imported 
iron and steel. Two scales of duty were adopted-" basic 
duty'' and " additional duty." The "basic duty'' was 
fixed with reference to the price of steel imported from the 
United Kingdom. All steel imported into India, whether 
from the United Kingdom or the Continent of Europe pays 
the "basic duty." Continental steel also pays· the "addi· 
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tional duty," which is based on the difference between the 
prices of British and Continental steel, making allowance 
for the difference of quality between the two. 

TnE STEEL INDUSTRY, 1926-1933 

The progress of the steel industry between 1926 and 
1933 was satisfactory. The output averaged 404,000 tons 
in this period and amounted to 427,000 tons in 1932-33. 
In the year 1927-28 the Company's output was 429,000 
tons and its share of the available market (i.e., of the con­
sumption of products similar to its own} was 30 per cent; 
in 1932-33 the proportion rose to 72 per cent-which means 
that the whole of the fall in demand in this period was borne 
by imported steel. The imports of iron or steel fell from 
over 900,000 tons in 1927-28 and 1928-29 to 237,000 tons 
in 1932-33. They rose to 244,000 tons in 1933-3-1. and 
abo~t 275,000 tons in 1934-35. 

Between 1926 ancl1933 the Tata Company maintain­
ed an output roughly equivalent to 75 per cent of their 
capacity. "This is no small achievement," as the Tariff 
Board said in its report on the iron and steel industry 
(1934). " Few steel industries in the world have been 
able to maintain such an output."4 

The Tariff Board found that no protective duties were 
required by the following articles: rails and fish plate~, 
structurals (tested) and plates (tested) of British manuf ac­
ture, semi-finished steel and steel sleepers. In the case of 

• P. 12. 
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rails and fishplate~ the Tariff Board considered that the 
best means of assisting the industry was to ensure that the 
requirements of Indian railways were purchased in India 
up to the total capacity of the Indian industry at the fair 
selling prices estimated by the Tariff Board. Excepting the 
articles mentioned, which required no protectiv~ duty, the 
Board recommended specific duties on imported steel pro­
ducts at rates varying from Rs. 10 to Rs. 43 per ton. The 
present duties· are preferential like the old duties. . The 
Tariff Board received no complaints regarding the working 

· of the preferential or differential system of duties. As in 
the old scheme, in the new scheme of protection duties are 
so calculated as to give the British manufacturer a definite 
advantage as compared with the Continental manufacturer, 
<:f,nsi:,tently with the interests of the Indian industry. As 
an example, bars {tested) of British manufacture pay a duty 
Df. Rs. 10 per ton and bars ( untPsted), not of British· manu­
facture, a duty of Rs. 39 per ton. 

The new scheme of protection will continue in force 
tiJl 3ht :\larch, l9.U. 

The need for heavy protection against Continental steel 
arises from the low prices at which it would otherwise be 
sold. Continental steel, which competes with the products 
Df the Indian iudustry, is sold through ari 'international 
organisation which, in fixing its prices, tak.es account of the 
local conditions of each market, and not necessarily of the 
~xpenses of production. Thus Continental steel m_ay he 
sold in India at prices below cost of production. It is for 
this reason that the Tariff Board regarded the measure of 
protection. which it proposed " as in the nature of an anti· 
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dumping provision rather than as a measure of substanti\'e 
protection. "5 . · 

The question naturally arises whether protectio:t would 
continue indefinitely. One of the conditions for the grant of 
protection laid down by the Indian Fiscal Commission (as 
we have seen) is that the industry should be eventually 
able to face world competition without protection. Will the 
Indian steel industry be able to dispense with protection 
eve11tually? The question was answered in the affirmative 
by the Tariff Board in 1923. The Tariff Board described 
India's natural ·advantages in the production of steel and 
expressed its belief that·" it will not be long before the 
initial difficulties are overcome, and steel is produced at a 
cost low enough to e~able it to face outside competition in 
India without protection" (para 28). 

The Tariff Board in 1934 remained of the same opinion. 
It was satisfied that if full economic prices, including all 
commercial charges, were quoted for Continental steel sold 
in Indi'a, the Indian industry could dispense with prot!:'C· 
tion (para 192). As compared with France, Belgium and 
Luxemburg, India enjoys an advantage of Rs. 8 per ton in 
the production of pig iron. These countries, however, have 
an advantage over India in making steel from pig iron, 
which is due to the employment of the basic: Bessemer 
process. This process is inapplicable in India on account 
of the low phosphorous content of Indian pig iron, but the 
advantage of the Continent does not exceed Rs. 5 per ton, 
so that the low cost of our pig iron may be set off again~t 

5l'ara liS of the Report of the Tariff Board on t11e Steel In.duotry 
(1934). 



AGRICULTURAL PRODUCTION 193 

the economies arising from the use of the basic· Bessemer 
process on the Continent. lp.dia, t~en, is under no handicap 
as compared with Continental countries in the I?anufacture 
of steel. But Continental competition is not fair. · The 
Tariff Board hopes that if Continental prices rise to a 
more economical level, the Indian industry " will, 
within the next seven years, substantially appr~ach 

the stage of being able to dispense with protection " 
(para 63). 

This is a consoling thought. It is not improbable that 
at the end of the second period of protection we shall 
again discover that Continental prices are uneconomical. 
At the end of each successive period of protection our 
industry will probably continue to " substantially approach 
the stage of being able to dispense with protection" with­
out being actually· able to dispense with it. 

The steel industry is of national importance and it 
de~erres protection on this ground. And protection has 
come to stay. 

CosT To CoNSUMER 

What is the cost of protection to the consumer? The 
total additional revenue derived by Government from pro· 
tective duties on steel between 1924,25 and 1932-33 was 
Rs .. 9,82 lakhs. The benefit derived by the Tata Company . 
fiom protective duties· only (exclusive of State bounties 
amounting to Rs. 208·8 lakhs paid from the increased_ 
revenue) is estimated at Rs. 4,46 lakhs. Adding to this 
Rs.9,82 lakhs of increased revenue, we get the figure of 
J.:l,28 lakh~ which, according to the Tariff Board, represents 

F. 13 . . 
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" the gross cost of protection to t~e consumer," that is 
" the sum of the additional prices paid for imported steel . 
and Indian steel" (para 36). · 

The meaning of the Tariff Board is not clear. The 
Tariff Board seems to have assumed that the gain to the 
Government and the Tata Company from the protective 
duties is equal to the loss suffered by the consumer. There 
is no justification for that assumption. 

The consumer is a loser in a double sense; first, in so 
far as he has to pay higher prices, and second, in so far 
as the higher prices are a cause of contraction of demand. 
In neither of these two cases is any exact measurement of 
the consumer's loss possible. 

There is no question that without preference and pro· 
tection prices- would have been lower, but we have no means 
of determining their exact level under free international 
competition. 

Let us take galv~nized iron sheets as an example. The 
price fixed under the Ottawa Agreement was Rs. 215 per 
ton, but it was not a competitive price. The loss to the 
consumer in this case would be measured by the excess of 
the price that he has actually paid (about Rs. 220) over 
the competitive price, which is not ·kno·wn. · 

Secondly, the consumer has lost on account of the 
restriction of demand due to the high price. We know that 
consumption in 1932-33 was about one-third of that in 
1927-28. Assuming that a certain percentage of the 
decrease in consumption was directly due to the rise of 
price, the conversion of this loss into precis~ monetary 
lerms is a difficult matter. 
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It deserves to be clearly stated that when a country 
adopts protection, the loss to the consumer- is not necessarily 
equal to the amount of the protective duty multiplied by the 
quantity of protected material produced and imported, for 
the actual price may rise by an . amount greater than th~ 

protective duty on· account of middlemen's charges and com­
bination among producers. Further, ·the tendency towards 
lower prices on account of the growth of production and 
the increasing intensity of· international competition cannot 
be ignored. 

PIG IRON AND THE OTTAWA AGREEMENT 

The Ottawa Agreement provided for the free admission 
tJf Indian pig iron into the United Kingdom, subject to an 
arrangement for preferential treatment of galvanized sheets 

· imported into India. Further, there was an agreement 
between the Tata Company and the Oriental Steel Company 
(representing British producers) according to which British 
manufacturers undertook to use Indian steel for the manu­
facture of sheets for India subject to .a minimum of 7,000' 
tons a month. The preferential treatment of British 
galvanized sheets is to continue, for the scheme of protec· 
tion proposed by the Tariff Board provides for the taxa­
tion of galvanized sheets of British manufacture at Rs. 10 
per ton and ~f non-British manufacture at Rs. 40 
per ton. 

To what extent has this preferential arrangement bene· 
flted India and the United Kingdom? 

The gain to the United Kingdom is substantial. Her 
~hare in the imports of galvanized shee~s was about 71 per· 
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cent of the total in 1932-33, 87 per cent in 1933-3-t. and 
about 90 per cent in 1934-35. The value of British 
imports ro.se from 87 lakhs in 1932-33 to 98 lakhs in 
1933-34 and over 1 crore in 1934-35,' With the lwlp of the 
preference British galvanized sheets are driving those of 
Belgium out of our market. Imports from Belgium fell 
from about 33 lakhs in 1932-33 to 9 lakhs in 1933-34 and 
3 lakhs in 1934-35. 

The cost of this preference is paid by the Indian con­
sumer-galvanized . sheets are of particular importance to 
the agricultural community. Prices . would certainly be 
lower if Continental and British sheets competed in India 
on equal terms. The Taiiff Board calls the price which 
was to be maintained under the Ottawa Agreement (Rs. 215 
per t~:m) an " artificial " price and complains that no direct 
information is available regarding the level of market 
prices under ordinary competitive conditions (para 107). 
Further, the average price in the first six months of 193:3 
was nearly Rs. 220. " In view of the obligation of the 
industry to maintain a price of Rs. 215," asks the Tariff 
Board, "what is the explanation of this rise and apparent 
neglect of the consumer's interests?" The rise of three 
rupees is accounted for by increase in the-price of spelter. 
But there is an unexplained balance varying from Rs. 2 
to Rs. 7. "The fact remains," writes the Tariff Board, 
" that prices substantially higher than Rs. 218 have been 
effective in the market and, so far as we know, no action 
has been taken by Government, as suggested in paragraph 
B~ of the Report of the Ottawa· Delegation, to control the 
rise" (para 30). 
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One of the advantages offered to India in return for 
the preferential duties on galvanized sheets under the 
Ottawa Agreement was the free import into the United 
Kingdom of 30,000 tons per annum of India~ foundry 
iron and a minimum of 70,000 tons per annum of basic 
pig (incidentally it may he noted that the Tata Company 
has received "friendly" notice from the industry in the 
United Kingdom that it desires to re-consider the terms of 
the agreement in regard to pig iron, on the expiry of the 
six months' notice). If the agreement leads to an expansion 
of our exports of pig iron to the 'United Kingdom, the 
preference will be of some value to us. We enjoy great 
aJvantages for the manufacture of pig iron. The iron· ore 
d.erosits in Singhbhum and the Orissa States are of high 
quality, being rich in iron content: The supply of coal is 
abundant, and the iron ore and the coal are found near 
each other, so that the rail freight does not make a large 
addition to the cost. India started exporting pig iron in 
l 921-22, and exports rapidly rose from 59,000 tons in 
that year to 563,000 tons in 1929-30. _Our • principal 
custome.r was Japan, who took 350,000 tons in that year. 
But since 1929-30 Japan's purchases have seriously 
diminished. The Indian delegation to Ottawa were con· 
ccrned about this, particularly because they hacf reasons 
to believe that in future Japanese requirements were 
likely to be supplied from the blast furnaces already 
in existence in Manchuria, or from furnaces in Japan 
ibdf. " It follows," says the Report or' tl1e Ottawa 
Delegation "thai if India's production of pig iron is 
not to suffer ·a heavy reduction, enlarged . outlets for 
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Indian pig iron must be sought in other directions '' 

{para 71). 
Has preference provided "enlarged outlets" for 

Indian pig iron? The exports of pig iron during the past 
six years are shown below:-

· EXPORTS OF PIG !RON FROlti INDIA IN 1,000 TONS 

To U.K. To Japan. Total exprrts. 

1929-30 71 350 569 

1930-31 99 261 439 

1931-32 69 188 351 

1932-33 76 71 218 

1933-34 93 184 373 

1934-35 98 246 417 

The arrangement regarding the free import of lndi~n 
pig iron into the United Kingdom came into force from 
November, 1932. The figures given above show that 
exports to Japari in 1934-35 were much more than douLle 
the quantity exported to the United Kingdom. The present 
purchases of pig iron by the_ United Kingdom do not 
encourage one to think that the United Kingdom will pro· 
vide the outlets for our surplus pig iron which Japan dne•. 
not want. The advantage of preference to India in this 
respect is so small as to be negligible. 

Another advantage offered to India in return for the 
preferential duties on British galvanized sheets \Nas the 
provision of a definite market in the United Kingdom for 
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Indian sheet bar. The Indian Delegation to Ottawa laid 
much stress on this. One of the " primary objects " of the 
rreft>rential scheme wa_s "the securing of a fresh outlet for 
Imli an steel." ' And thus Indian steel was sent across the 
oceans to the United Kingdom to be 'turned into sheet for 
the Indian market, and it came back to us in this form. 
The whole business was uneconomical. At ·any rate, at 
present the Indian industry, as the Tariff Board tells us, 
does not require this particular outlet. for its steel; more· 
over, the Tariff Board's recommendations for protective 
duties will make it impracticable for the Indian industry 
to send Indian sheet bar to the United Kingdom and sell the 
convert~d produc.t ~t a profit. This arrangement will thus 
come to an end and " the reciprocal benefit to India " in re· 
tarn for the preferential treatment of British galvanized 
sheets will be limited to the free snle of 70,000 tons of pig 
iron in the United Kingdom-the quantity may be reduced 
when the terms of the old agreement are revised. 

RooM FOR ANoTHER SrEEL WoRKs 

The consumption of protected steel in. 1929-30 was 
·1,073,000 tons (of which protected ,irnports amounted to 
558,000 tons), and the Tariff Board took this figure as 
repreuenting India's normal demand for protected steel. 
Tata's maximum output is estimated at 650,000 tons, 
which leaYcs over 400,000 tons as the extent of the protect· 
cd market available for a second sfeel :works. "Without 
being rash enough to prophesy," wrote the Tari[ Board, 
" we may reasonably hold this view that there is room for 
another steel works, and that the success of the Tata Com·· 
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pany should be sufficient to encourage the establishment of 
another. '~6 A contrary view. is taken in an article entitled 
"Future of Indian Iron and Steel Industry" in the 
" Capital" (Indian Industries; Trade and Transport Sup· 
plement) for· December, 1934. It is admitted that a con· 
siderable amount of extra production is availa!le for manu· 
f acturers, but it i.s maintained that difficulties in regard to 
commercial distribution are insuperable. The future 
development of the steel industry and the growth of other 
big steel works depend on the ability of the industry to 
economically distribute its output-very heavy reduction 
of railway rates will be necessary in order to enable stcd 
products to meet competition in the most distant part::; of 
the country. . 

But there is plenty of room for small works rolling 
from billets or scraps and confining themselves to a narrow 
range of products. Such small works are _now springiug 
up all over the country. There are two or three in 
Cawnpore, and others are working at Hathras, Agr8, 
Ghaziabad, Allahabad, Lahore, Bombay, Benares, Calcutta 
and Negapatam. 

LABOUR AT JAl\lSHEDPUR 

The Tariff Board was satisfied with the arrangements 
made by the Tata Company for the welfare of labour. 
Jamshednagar possesses an up·to-date hospital, a Technical 
Imtitute, an Apprentice School, a High School, two Midd1e . 
English Schools and 32 Primary Schools. A '"1:1fare 

6 f..;port, 1934, p. 13. 
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Department was organised in 1929.*. In January, 1929, a 
scheme was introduced for granting maternity benefits to 
women workers; compensation for injuries received in the 
\vorks is granted by the Company on a more generous scale 
than provided for in the Workmen's Compensation Act. 
J amshednagar also possesses 25 Co-operative Credit Socie· 

tics. First aiel arrangements are adequate. 
Since the grant of protection the Company has been· 

steadily pursuing a policy of Indianisation. While con· 
siderable economy has been effected, efficiency has Leen 
maintained. 

The number of employees on the Company's pay roll 
is about 2·l,OOO. 

TnE CoTTON MILL INDUSTRY 

In the' pre-War year 1913-1·1, the ;mports of foreign 
piPce goods into India amounted to 3,197 million yards, of 
which 3,10t million yards, or 97 per cent represented 

* '' Spnc:e tloes not permit here to tlfi~e8q a•lC<]Uately the inuuite. a\ten· 
t100, cere und foretbnngbt which hnve gono into the plauning of the Leautiful 
~atdl'O town of J:liJJslJer]pur and its euviroumcnt wbrrc there are no slums, 
·· Lq~\i " and no plngue-spots such aa mar many in<l11strial town:l of the 

·wt"l anJ the ohkr to"na of India. And wbnt is more, the Strel Comp11ny 
lml nsollllH~rl the eo tire respur.sibili ty from the very hcginnin~ for :proper 
a.dn:ini~tratiou !iC all its eivic functions and oh!iglltiono with courage and 
ilr'tCJ rnioat i0n. Hou~in:::, he a ltb, ~nnitation, 1uedi~al relief, erl u~ntion, 
n·r.TCtttion :,n,l ~ol'ial wrlfare on Juo<lPrn scientific line' :'Ill come in fo( a duo 
IJJto.l~tJre of geuen.•ns nttention. Iu3ide the \Yorks, tLe adoption of an eight· 
IH)l!l" r]oy' the {'I!'()Vi,ic·n of libera.l SPrvice rules, pl'()duction l!nnua, provident 
fuwl Lcorflt·o, ~afrgu:Hlls ngninRt acc.itlnniB, e~l:thlishmrnt of can!ellnB an•l 
r.tnintGnan•'(l ,,f t•rrrpPr workin!5 conditions bavo contrihntctl rnaterially to 
1· •lt~.·ti11n (•f inJuslrial fc1tigue, acr.idPnts aud illne~::;, and to promotion ,,[ 
lf"IIPral int[•rovernrnt in mr,mlt.' and effic.iency. Thns hns the tempn of modern 
inrltiSiriali'Til in ludia ber·n ~et hy the Tufa Steel \V(•rks." (Ca11ital. Tmr]ll 
1\u,] lnrlu.stric~ Surplem<:ut, 10~13, p. GO.) 
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British imports. The heavy decline in imports during the 
War and in the years immediately following the \Var, and 
the revival of trade in subsequent years are shown by the 
following statement:-

IMPORTS OF COTTON .PIECE GOODS INTO INDIA IN MILLION YARDS 

From From Total 
United . Japan (ioduiling 

Kingdom other 
countrieE) 

1913-14 3,104 9 3,197 

Average 1909·10 to 1913·14 2,563 3 2,631 

Average 1914-15 to 1918-19 1,702 97 1,8-10 

Average1919·20 to 1923-24 1,199 113 1,351 

1924-25 1,613 155 1,823 

1925-26 1,286 216 1,563 

1926-27 1,466 243 1,737 

1~27-28 1,~41 321 1,97:3 

.Jt will be seen that imports from the United Kingdom 
in 1927-28 were a little les~ than half of imports in 
1913-14. The steady increase in imports from Japan' will 
also be noted. 

Japanese imports, howeYer, are small in amount. A 
far more formidable rival of Lancashire is the Indian cotton 
mill industry. 
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The progress of the Indian cotton mill industry since 
1898-99 is shown by the following statement:-

PROGRESS OF THE COTTON MILL INDUSTRY 

Year ~~uding Number of Number of Number 0f Number or 
June 31). mills spindles looms spindles to 

working looms 

lf:93-99 .. 167 4,549,791 38,155 119 

1912-13 .. 236 6,320,028 92,487 68 

Year en,ling 
A11):,'lJSt 31. 

1917-18 2·19 6,562,637 115,818 56 

1920-21 2·15 6,845,82~ 123,544 55 
1924-25 275 8,093,801 148,612 55 
1n1.32 317 8,908,330 173,551 51 

PRODUCTION 

6 e" .... 
QJ~.38c:i ::l 0 Mill produc- 0 ~ Exports of 'd ce.~ -~ d ~ s e ~.Q Year ending ~:s ~ 

!I) 0 • 
tion of cloth ~eaa cloth in 

818t March o 8- in million 0 ~=";; 0 million 
~?'8 'll ~ ~ ...... ;:J 

-o lbs. .... , ;:..,.~ .3 ~ yards ::::oel r:..q 
~·.;;',... ~- 0 0 

1899-1900 514 102 241. 47·4 112 
1913-H 683 274 207 30·3 130 

Year ending 
3Lt AU(;11St 

1913-19 615 3·-W 73 11·7 187 
1921-22 693 403 88 12·6 187 
1925-26 686 465 32 4.7 165 
1926-27 807 533 42 5·2 197 
11J27-23 803 567 25 3.1 168 
1931-32 966 672 22 2·3 105 

It will he seen that the industry had made consider• 
able progress before the War. This is shown particularly 
by the increase in the number of looms in 1912-13 as com· 
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pared. with 1898-99. At the beginning of the pre-War 
period (1898-99 to 1912-13), the industry was essentially 
a spinning industry. (a little less than half of the total yarn 
produced was exported). In 1912-13 the number of 
spindles to looms had fallen from 119 to 63, while the pro· 
cludion of cloth increased from 102 million lbs. in 1899· 
1900 to 274 million lbs. in 1913-14. 

The imports of yarn from 1899-1900 to the outbreak 
<~f the War remained fairly constant. The bulk of . the 
imports came from the United Kingdom, the proportion of 
imports' from that country to total imports in 1913-14 
being 86 per cent. 

· The imports of piece goods rapidly increased in the 
· two or three years preceding the War, and amounted to 
3,197 million yards in 1913-14. The proportion of Indian 
mill production to imports increased steadily from 19 per 
cent in 1899-1900 to 36 per cent in 1913-14. 

During the War-period (1914-15 to 1918-19) the num· 
her of mills as well as the numb~r of spindles ·practically 
remained stationary but the number of looms increased by 
25 per cent. The exports of yarn, after rising to liS 

· million lbs. in 19l6-17, fell to 73 million lbs. in 1918-19. 
This was chiefly due to the compe.tition of Chinese and 
Japanese yarn in the Chinese market. But a contributing 
cause was the neglect of the foreign market owing to the 
large profits which could be made locally: 

The three years immediately following the close of the 
War were a period of great prosperity for the mill indus­
try. All mills were working to their full· capacity and 
there ~as a marked increase in the. production of yarn and 
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cloth. The capital investment in the industry almost 
doubled between 1917-18 and 1921-22, the figures being 
20·84 and 40·98 crorcs of rupees re::,pectively. High 
profits were earned in Bombay and elsewhere. The per· 
centage of dividends to paid-up capital in the case of 
Bombay mills was 40·1, 33·2 and 30.0 in 1919, 1920 and 
1921 respf>etively. The boom was followed by the inevit· 
able depression. Stocks of yarn as well as cloth increased, 
and the attempt to force down wages led to strikes. 
The net profit fell from 383 lakhs in 1922 to 33 lakhs in 
1923 and became a loss of 92 Jq.khs in 1924 and 134 lakhs 
in 1925. Of 59 mills in Bombay for which information is 
aYailalJl~, 43 worked at a loss in 1925. 

The lo·west point of the depression was reached in 
Ahmedabad in 1923, in which year there wa_s a strike of 
on-r 2 months'. duration in that place. On the whole 
Ahmedabad mills fared somewhat better during the period 
of depression than the Bombay rnills. In other parts of 
India conditions approximated more closely to those in 
Ahmedabad than to those in Bombay. 

A demand for protection was made by the industry in 
1926. An inquiry was made by the Tarifi Board, and by 
a majority the Board recommended an increase in the 
rxisting 11 per cent duty on all cotton manufactures other 
th:1n yarn, and the grant of a bounty on spinning yarn of 
counts 32s and above. Both proposals were rejected Ly the 
Government. 

It \vas, howl'ver, estahlish(:d by the Tariff Board that 
on actunnt of inferior labour conditions in Japan, there 
wus an clement of unfairness in Japanese competition, and 
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that the stabilisati~n of exchange at ls. 6d. undoubtedly 
imposed a handicap on the Indian industry. 

The history of the cotton mill industry since 1930 is 
eventful. The Cotton Textile Industry (Protection) Act of 
1930 granted protection to the industry, which was extended 
in 1933. A British Textile Mission, representing the 
Lancashire cotton industry, visited India in 1933, and the 
Bombay Mill·O'\It'llers' Association concluded an agreement 
with Lancashire; which is known as the Mody-Lees Agree· 
ment. In January, 1934, a Trade Agreement was conclud· 
ed with Japan. . • 

These years have seen a rapid expansion of the mill 
production of cloth. The cotton mill industry has material­
ly benefited by the heavy protection granted to it, and by the 
.swadeshi movement, which assumed the form of a boycott 
of foreign cloth in 1930-32. The mill production of cloth 
in certain years is shown below: 

Year ending 31st March. Cloth made in Indian 
Mills, in million yards 

1900-01 422 

1913-14 .. 1,164 

1917-18 .. 1,614 

1921-22 1,732 

' 1928-29 .. 1,893 

1929-30 2,419 

1931-32 2,990 

1932-33 .. 3,170 
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At the present time Indian mills are producing on the 
basis of ·3,500 million yards per annum. The imports 
of cloth amounted to 1,225 million yards in 1932-33, 796 
million yards in 1933-34 and 944 millian""yards in 1934-35. 
Taking the production of the hand-loom industry to be 
about 1,500 million yards, the total consumption of cotton 
doth in India at the present time may; be estimated at about 
6,000 million yards, of which less than one-sixth is met by 
imports. India is practically self-sufficient in regard to 
cotton goods, and can easily dispense with imports from · 
Lancashire. 

· The chief points· of the Mody-Lees Agreement of 1933 
. were the following: 

(a) When it becomes ·possible for the Government of 
India to remove the general sur-charge on · all imports 
imposed in Odober, 1931, . the Indian &ide will not 
.rnake fresh proposals with regard to duties on British 
doth. 

(b) Further efforts will be made to popularise ·and 
promote the use of Indian cotton in Lancashire. 

It was expected that the 25 per cent sur-charge on· 
import duty would be removed in the budget for 1935-36, 
Lut the budget contained no such proposal. Lancashire is 
getting impatient and pressing for a reduction of duty. 
Exports of Indian Cotton to the United Kingdom amounted 
to 62,000 tons in 1934-35 . as compared with 29,846 
lons in 1932-33, and 29,72.3 tons in 1931-32. Exports 
Qf cotton to Japan amounted to 359,000 tons in 
1934-35. 
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The salient features of the Indo-Japanese Trade Agreement 
are the fallowing : 

1. The import duty of 75 per cent ad valorem or 
6 3/4 annas per lb. on plain grey goods imported from 
Japan has been reduced to 50 per cent or 5 1/4 annas per 
lb., and on other cotton piece goods from 75 per cent ad 
valorem to 50 per cent ad valorem. 

2. Imports of Japanese cotton goods have been linked 
with Japan's purchases of Indian cotton: 

(a) Imports of Japanese cotton goods are in no case­
to exceed 400 _million yards. This is Japan's fixed quota. 

(h) For 1 million bales of Indian raw cotton purcha5-
ed by Japan in a Cotton Year (beginning 1st January} 
Japan may send us 325 million yards of cotton piece good~ 
in the corresponding Piece-goods Year (beginning ht 
April). This is the basic quota of Japanese piece goods. 

(c) Should Japan buy less than 1 million bales of 
Indian cotton in. any Cotton Year, the quota of J a pane~e 
piece goods for the corresponding Piece-goods Year shall be 
netermined by reducing the basic quota at the rate of 2 
million yards of doth (or every 10,000. bales of deficit. 

(d) In case Japan's purchases of our raw cotton exceed 
1 million bales, Japan's quota shall be determined by 
increasing the basic quota at the rate of 1 i million yard., 
for every additional 10,000 bales, provided that the quota 
shall not exceed 400 million yards. 

(e) In respect of both cotton piece goods and raw 
cotton, re-exported quantity shall be deducted from the im­
ported quantity. 
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The imports of cotton piece goods from Japan and the 
United Kingdom in 1933-34 (first quota year for Japan) 
are 5hown below : 

MILLION YARDS 

Japan. United Kingdom. 

Grey unbleached 141.6 88·2 

White bleached 75·2 134·2 

Coloured, printed or dyed .. 124·1 142.4 

Fcnts 8·2 11·1 

Total, 1933·34 349.1 425·9 

Total, 1934-35 .. 374 552 

The imports from Japan fell short ~f her maximum 
quota, 400 million yard~. 

TnE SuGAR hrotisTRY 

The amount of capital invested in this industry is esti· 
mated at about 20 crores of rupees. In 1933-34 the total 
production of sugar was 779,600 tons, of which 459,600 
tons were manufactured direct from cane, 95,000 tons 
werr rrfined from gur, and 225,000 tons were produced by 
the khandsari method. Khandsari is an inefficient method of 
producing crystalline sugar of comparatively poor quantity 
by boiling ca~e-juce in open pans. The import of Java 
Sugar in 1934-35 amounted to 223,000 tons, valued at 
2,11 lakhs of rupees (937,000 tons imported in 1928-29, 

F. 14 · • 
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valued at 16 crores of rupees). The number of factories 
working in 1933-34 wa.s · 130. Estimated production in 
1934-35 and 1935-36 is given below: 

1934-35 1935-36 

Number of factories 145 155 

Quantity of sugar manu· 
factured from cane, tons 709,000 875,000 

Quantity refined from gur, 
tons 60,000 50,000 

. ~handsari sugar, tons 200,000 175,000 

TOTAL 969,000 1,100,000 

In a year or two India will become entirely self· 
sufficient. in regard to sugar. 

· It is interesting to note that only a comparatively 
insignificant proportion of the total cane produced is used 
for the factory production. of sugar: . 

ESTIMATED ABSORPTION OF CA..~E IN 1927·28 

For gur manufacture 

, sets 

, chewing 

Used in modern sugar factories .. 

For khandsari manufacture . ; • 

ToTAL 

Tons. 

25,450,0UU 

700,000 

4,500,000 

750,000 

3,800,000 

35,200,000 

The proportion of cane crushed in factories to the total 
was a little over 2 per cent in l927-28. Even in 1933-34 
this proportion was only . about 10 per cent. The cane 
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crushed in all factories was about 5,200,000 tons out of a 
total crop of 55,000,000 tons.7 

Attempt is being r:t;~ade to create a Single Sugar Selling 
Organisation with the object of raising the price of sugar. 
The price of sugar in India is no longer governed by that of 
imported sugar; it is determined by internal competition. 
"Indian sugar," says Mr. l\1. P. Gandhi (Secretary of the 
Indian Sugar l\liJls Association) "can easily sell at about 
R~. 9-12 per maund at Calcutta in c~mpetition with Java 
sugar which sells at Rs. 10-4 per maund. But actually it 
sells at about Rs. 8-8 at Calcutta, and thus unnecessarily 
wastf'S a considerable amount of protection.'~8 

How can this ' waste of protection ' be avoided? 
Naturally by charging 'the maximum price which market 
conditions permit.'0 There is no doubt that combination. 
among producers and a unifted selling o~·ganization will 
make it possible to raise the price of sugar to Rs. 9-12 per 
maund. But it is an altogether wrong point of view. The 
indu~try does not exist for sugar pn:~ucers alone. The 
price c.f Java sugar includes the present heavy duty. No 
junification exists for the heavy protection which the 
i11dustry enjoys if the development of the industry does not 
fVentually lower the price of sugar. No one objects to 
~cientific and economic distribution of sugar, but if the ' 
result is to raise the price of sugar to the consumer, it woulll 
be the duty of the Gove~nment to lower the import duty. 

7 Article by Mr. l\1, P. Ga.ndbi in .Decemb•'r Rupplement to Capital, 
l!l:H, p. 3!i n. 

S l'ornphlet cntitl•·•l Sinoh· Sugar Sellinl) Organi.qnfiOII hy ~Ir. M. !'. 
, 1..1 tn.J\,i, l'.nt, p. 15. 

~l/bid., p. u. 



212 INDIA BEFORE TIIE CRISIS 

.THE MATCH INpUSTRY 

The gro-wth of the match industry in India will be 
remembered as a classical example of the b~neficial effects 
of protection under favourable conditions. Before the year 
1921 there was only a single match factory (the Gujrat 

. Islam Match Factory 'of Ahm~dabad) which, in 8pite of 
severe foreign competition, could make a small profi~. The 
imports of matches in 1919-20 amounted to 15 million 
gross boxes. In March, 1921, the duty on imported 
matches, which had already been raised ·from 5 per cent ad 
valorem to 7! per cent in March, 1916, was fixed at 12 
annas per gro'ss, and in March, 1922, it was raised to 
Rs. 1-8·0 per gross. All these changes in duty were deter­
mined by fiscal necessity. The increase in duty in 1921 and 
1922 took place at a time when the Government of India 
were faced with a succession of budget deficits. 

" With _the imposition of a duty on imported matches," 
says the Report of the Tariff Board on the match industry, 
"varying between 100 and 200 per cent ad t•alorem, the 
position changed rapidly."* 

The increased duty was leviable on finished matches, 
not on undipped splints and veneers, and arrangements were 
made to import the latter from Japan. The manufacture 
of matches from imported veneers and splints prov_ed very 
profitable. From 1st March, 1924, specific duties were 
imposed by Government on veneers and splints for the sake 
of revenue. But in the meantime Indian manufacturers had 
gained some experience of match manufacture. They now 

• Report, p. 4. 
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imported machinery for the manufacture of splints, veneers 
and bo·xes; aspen wood, on which a 15 per cent ad valorem 
duty was levied, was imported from Japan or Sweden. An 
Indian match industry thus came into existence. 

'rhe Tariff Board estimated that. i~ 1927, 27 match 
factories existed in India, with an outturn capacity of 500 
gross a day or over, and a total capacity of about 18 millions 
gross annually. 
· The demand for matches in India is about 17 millions 

· gross; in 1926-27 Indian production was about 10!- million 
· gross boxes. · 

With the growth of internal production imports have 
rapidly declined. This is shown by the following table: . 

IMPORTS or MATCHES (MILLIONS OF GRoss BoxEs) 

Japan. Sweden. · Total (induding 
other countries). 

1915-16 .. 15·3 2·3 18·3 
1919-20 13·9 ·9 15·0 
1920-21 10·0 2·3 12·4 
1921·22 .. 12·7 ·9 13·7 
1922-23 .... 8·3 2·7 11·3 
1923·2't 5·6 5·2 11·2 
192t-25 3·5 3·0 7·3 
1925-26 2·3 4·8. 1·9 
1926-27 I.o 4·5 6·1 
1927-28 ·3 2·9 3·5 
1923·29 .os 1·3 1·5 

The figures given above are a striking proof of the 
success of the ln~ian industry. It will be seen that the total 
imports declined from over 18 million gross boxes to less 
than 2 millions gross. .It is also seen that Japan dominated 
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the Indian market during the War and for three or four 
years following its termination. The Japanese ir.dustry 
succumbed to Swedish competition, and at the present time 
the Swedish Match Company, which controls 60-70 per 
cent of the total world's demand, has a controlling interest 
in about 80 per cent of the Japanese .industry. 

The Swedish Match Company established six match 
factories In India between July, 1924, and September, 1926, 
of which four were working in 1926-2.7. The Tariff Board 
estimated the approximate capacity of the factories belong· 
ing to, or under the control of, the Swedish Match Company 
at about 6 millions gross a year. 

Indian manufacturers feared that the object of the 
Swedish Match Company in establishing factories in India 
was to destroy Indian competition and to capture the Indian 
market. The Tariff Board admitted that "the resources of 
the S·wedish Match Company are sufficient, if it so desired, 
to crush, for a time at least, all competition from Indian 
firms, and capture for itself the whole of the Indian 
·market."* 

Mr. lver Kreuger, however, on behalf of the Swedish 
Match Company denied that the object of the Company was 
to establish a monopoly-it only wished "to compete on 
equal terms with its competitors."t The Tariff Board did 
not find anything in the activities of the Company which 
called for Government intervention; on the other hand, the 
Board regarded the existence of the Company's factories as 
of "distinct economic value to the country," because of the 

• Report, p. 90. 

t ~Ir. her Kreuger's Memorandum. 
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high standard of quality at the Company's factories, and of 
the training afforded to Indians in these factories in improv· 
ed methods of match manufacture. 

It deserves to be noted that in consequence of the 
growth of production, price in India is determined by· 
internal competition. , In the beginning matches made in 
Indian factories were of inferior quality but gradually the 
quality improved, and after making exhaustive tests, parti· 
cularly in the monsoon months, the Tariff Eoard were able 
to say that " the matches manufactured of Indian wood in 
the most up-to-date factories, though less finished in 
appearance than imported matches," were, "for practical 
purposes little inferior," and that several manufacturers in 
India produced matches of superior quality which could not 
Le di~tinguished from imported Swedish matches.* 

On the recommendation of the Tariff Board the duty 
of He. 1-8 per gross was declared a protective duty. No 
definite period has been fixed after which protection will be 
withdrawn. 

The following taLle shows the imports of matches in 
recent years: 

IMPORTS OF l\iATCHES 

From Japau ~'rom Total 
1,000 gross. Sweden 

1,000 gross. 
1 ,000 gross. 

1929-30 52 886 974 
1':);~0-31 20 360 397 
1931-32 101 105 
1932-33 11 4:3 57 
1933-34 12 62 79 
1931-35 15 19 54 

* Rnport, pp. 6 and 64. 
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The imports are negligible, and Indian production is 
sufficient to meet the demand. 

The excise on matches, imposed in the budget for 1934· 
35, has led to a rise in price .• 

CEMENT 

One of the Indian industries which owe their develop· 
ment •to the War is the manufacture of Portland cement. 
In 1914 a small quantity of cement was produced at 
Madras-945 tons, while imports in 1914·15 amounted to 

165,723 tons. In the calendar year 1927 there were ten 
Indian companies manufacturing cement with an actual 
output of 4 77,640 tons, while imports amounted to 117,695 
tons. The indu~try is of great national importance, as was 
~een during the War. 

The cement industry in India enjoys many natural 
advantages. Limestone of excellent quality exists in many 
parts of the country. ·The longest distance over which 
limestone has to be conveyed is 32 miles. Suitable clay is 
found close· to the works, and there are ample supplies of 
limestone and clay for a long period of years. Gypsum, 
the only other raw material needed, is also produced in 
India. The supplies of labour are adequate 'and the process 
of cement manufacture does not necessitate the employment 
of highly skilled workers from abroad. In respect of fuel, 
however, the cement industry is subject to a serious dis· 
advantage. With one exception, all the companies are 
situated at long distances from the coalfields, and the 
freight ~n coal is a very serious item .in the cost of produc· 
tion. 
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The Indian market for Portland cement is a large and · 
growing one. Between . 1900 and 1910 the imports 
increas.ed from 43,000 tons to 135,000 tons, and in the last 
two pre-War years, when home production was negligible, 
cement was being imported at a rate exceeding 140,000 tons 

. a year. Indian production and imports between 1914 and 
1932 were as follows: 

CEMENT 

Inui&n Total con· 
produo· Imports, snmption: 

tion, 1,000 1,000 tons. 1,000 tons. 
tons. 

1914 .. ·9 166 . 167 

1918 .. 84· 27 111 

1920 .. 91 119 210 

1925 .. 361 68 429 

1929 .. 560 75 635 

1930 .. 560 68 628 

19:31 .. 588 62 650 

1932 .. 582 59 64.1 

Imports fell off heavily during the war, and in 1916 
and 1918 consumption was substantially below the pre-War 
level. A rapid increase .in consumption began after the 
war, and in 1925 consumption was more than 2! times that 
for 1920, while production had increased more than five 
times. In th~ Calendar year 1932 a little more than 90 
per cent of the. total demand was met by Indian factories, 
leaving les~ than 10 per cent for imports. 
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The principal market for cement in India is m the 
ports, and especially in Calcutta and Bombay. This give5 
an advantage to the importer of cement over the Indian 
manufacturer, for with five exceptions, no Indian factory 
is within 600 miles of a port, and 4 out of the 5 are 1,000 
miles and upwards from the coal fields: There are no 
cement works within 350 miles of Calcutta and none within 
250 miles of Bombay. Indian manufacturers enjoy a great 
natural advantage in respect of the up-country market, lmt 
this is not important. 

During the y.l ar Indian cement factories ( 3 in number) 
were working under Government control, and the great Lulk 
of their output was taken by the Indian Munitions Board at 
a price not exceeding Rs. 55 a ton eX-works. Control ended 
in the middle of 1919 and the ·companies were able to sell 
their product at very remunerative prices, which were, how­
ever, much below the price of British cement. In 1922 the 
price of Indian cement began to fall, and it fell still more 
heavily in 1923-25 when the production of the new 
factories cam.e on the mar~et. The fall in price was entire· 
ly due to production having exceeded consumption. An 
application for protection was made to the Tariff Board 
which recommended the grant of a bounty, under certain 
conditions, on the cement conveyed to the ports. The 
Government of India refused to take any action on the 

. ground that there were objections of principle to conditional 
legislation, and that they saw no justification for Govern· 
ment intervention. 

Prices have been, stabilised by agreement among 
producers. In 1926 the Indian Cement Manufacturers' 
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Association was formed and shortly after this the Concrete 
Association of India. In 1930 the Cement Marketing 
Company of India, Ltd., was established to control the 
output of the Indian factories on a quota basis, and to save 
waste on account of excessive railway freights by a rational 
distribution of orders. 

The present condition of the industry is satisfactory. 
There are 10 or 11 factories in existence whose combined 
output exceeds 1,000,000 tons. Only about 60 per cent of 
the capacity is produced. Imports amount to about 67,000 
tons ( 1934-35). The industry gives employment to 25,000 
workers, and it requires 12 million jute bags to pack the 
finished product. 

The consumption of cement per head of the population 
i6 estimated at 4 lbs. per year as compared with 558 lbs. 
in the United ·States and 150 lbs. in the Uttited Kingdom.10 

PAPER 

. The Government decided to assist' the bamboo and the 
paper pulp industry in 1925 by the imposition until March 
31, 1932, of a. specific protective duty at the rate of 1 anna 
per lb. on all printing paper . (with certain exceptions) 
which contained less than· 65 per ~ent of mechanical pulp 
and on all writing paper. 

T~e grant of protection to the Indian paper industry 
marked a new phase in the development of the industry. 
Paper has been manufactured in Indian mills for about 60 
years t1ow. After the War the industry suffered much on 

10 SIII'JliCI!tcut to Ca~ital, Dccewber, 1g33, p. 53, 
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account of dumping by foreign manufacturers of paper, and. 
the rise in exchange added to the difficult~es against which 
Indian manufacturers had to contend. Competition from 
Scandinavia and Germany before the War made all Indian 
companies lose, but they made. considerable profits during 
the War. After the War intense foreign. competition started, 
assisted as it was by depreciated currencies, with the result 
that the Indian mills were undersold. Germany and 
England were chiefly responsible for dumping paper into 
India. The Scandinavian mills cannot afford to dump, as 
the domestic cons_umpt_ion of Norway and Sweden is small, 
and no man.ufacturer can dump 80 or. 90 per cent of his 
output.· 

In the year 1926, 9 paper mills were working in India 
with a total output of 32,144 tons. The TariiT Boa..rd 
estimated the output of Indian mills at 33,000 tons_ a year, 
and expected, as the result of the expansion of the industry, 
that the output could be raised to 43,000 tons annually. 

In the year 1931 there were ten paper mills working 
in India with an authorised capital of 1,21 lakhs, and a 
total output of 41,000 tpns. The imports of paper (ex· 
eluding pasteboard) are shown below:-· · 

Cwrs 

Total of Paper. 1931-32. 1932-38. 1933-3!. 1'334-35. 

Protected .. 247,877 . 229,812 260,115 223,225 

Not protected 1,667,278 . 1,990,194 1,936,449 . 2,297,409 

Total cwts .•• 1,915,155 2,220,006 2,24.6,564· 2,520,634· 

Total tons .. 95,758 lll,OOO 112,328 126,032 
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Including Indian production of 41,000 tons, the total 
consumption of paper in India at the present time is over 
150,000 tons. 

In 1934-35 we imported 508,000 cwts of news-printing 
paper of which only about 2,000 cwts were ' protected.' 
The import of old newspapers amounted to over 1 million 
c'vts and of pasteboard, millboard and cardboard to . 
415,000 cwts. ,· 

It is . impossible to make newsprint in . India. 
~fechanical pulp has nev.er been made from either grass .or 
bamboo, the raw materials used in India. . We cannot have 
cheap newspapers unless we continue to use (imported) 
papers containing a high proportion· of mechanical wood 
pulp. · 

Old newspapers come almost entirely from the United 
Kingdom and are used largely in Bombay, Sind and Burma 
as the cheapest kind' of wrapper. No manufactured paper 
can compete at. the prices at which ?ld newspapers are 

sold. ' 
There are also certain kinds of papers which are not 

likely to be made in India: expensive rag papers; all-coated 
paper such as art paper and special manufactures such as 
Llue match paper and tissue paper; papers of a very 
superior quality; and cheap wrapping· papers. Lastly, 
Indian mills do no~ .. make pasteboard, millboard and 
cardboard. 

The total market that Indian mills can hope to capture 
was estimated by the Tariff Board. at about 20,000 tons. 

Paper has hith~rto been made in India from sabai 
grass, but grass, on account of its high cost, has no chance 
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in competition with bamboo pulp. The future belongs to 
the bamboo and the paper pulp industry. 

Paper made from bamboo pulp is inferior to sabai 
grass paper in strength and durability, but for the great 
bulk of papers consumed in India bamboo fibre is quite 
good enough-certainly as good as wood, and possibly 
better. , The quantities of bamboo which are commercially 

· available in India are enormous. Mr. Raitt is of opinion 
that " from bamboo, taking only that which is available 
under possible manufacturing conditions,· Burma, Bengal 
and South-West India could produce ten million tons of 
pulp per annum-India. could therefore produce pulp for 
the whole world."* 

India's bamboo resources are attracting the ~orld's 
attention on account of the shortage of wood pulp. The 
rapid destruction of forests is chiefly responsible for this 
shortage. It is stated that in the United States forests are 
being destroyed four times faster than they grow; and that 
in Canada only 27 per cent of the original forest wealth is 
left, and its pulp would be exhausted in less than 30 years. 
Lord Rothermere, who represents probably the largest group 
in the world of paper-making, paper-consuming and forest· 
owning concerns, has declared that on account of the 
shortage of pulp wood, the pulp and paper industry " is 
within measurable distance of a crisis."t 

The advantage of using bamboo pulp in paper-making 
is that its supplies are practically inexhaustible. Bamboo 

* Paper read to the Royal Society of Arta in 1921. 

t " Capital '' (Calcutt.a), Indian Industries and Trade Sujlplement, 
Dec~mber 13, 1928, V· 74, 
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Is annually reproductive; wood requires 60 years to 
grow. 

We learn that two bamboo areas in Burma have been 
ncquired by important groups in London, and others are 
being considered. 

The supply of' raw material for the Indian paper 
industry is. secure, and we may even say that when ·our 
bamboo resources are developed, our manufacturers of 
paper will be in a position of advantage as compared with 
European manufacturers. But in certain other respects 
they enjoy no advantages. . 

The cost of chemicals in India is high. Most of the 
chemicals required for the manufacture of paper are now 
made in India, but their prices are regulated by those -of 
imported chemicals and they usually exceed the prices paid 
by European mills by the full amount of the sea-freight 
and landing charges, and in most cases, of the customs 
duties as well. Another difficulty is that the chemicals have 
to be brought to the . mills from long distances, and the 
lransport charges are heavy. Similarly most of the mills 
ha"Ve to pay heavy transportation charges for coal. The 
best coal in India is found in one locality-the ~aneegunj 
coal·field, and the paper mill which chooses to be near the 
sources of the raw material has to pay a heavy price for 
its coal. Indian labour is cheap, but when we consider the 
possibilities of expansion of our industry we cannot 
forget that the initial cost of paper mills in India is 
high-that of a new European mill is. estimated to be 
three-fourths or two-thirds of 'the initial cost in 
lnJiu. 
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On the whole, the prospects of paper-making from 
bamboo pulp are hopeful. While the manufacture of paper 
from sabai grass under conditions of ~bsolute free trade, 
except in the Punjab, is considered to be impossible, it is 
expected that if the abundant supplies of bamboo which 
exist in India· are developed, the industry will need no 
further assistance for many years than what the existing 
protective duty gives it, and that eventually, as the cost of 
wood pulp increases, the industry would be able to do with· 
out protection altogether. 

In 1932 protection to the paper industry was extendeJ 
till 31st Ma~ch, 1939. The maximum percentage of 
mechanical wood-pulp· in the fibre content of printing paper 
which is a,ssessable at the protective rate was increased from 
65 to 70, and a duty of Rs. 45 per ton was imposed on wood· 
pulp. This duty shall also remain in force till 31st March, 
1939. 

JUTE 

The inception and development of the jute industry is 
due to foreign enterprise ;11 the industry is also largely 
financed with foreign capital. 

11 The following passage, taken from the Imperial Gazetteer of J,Jd;,,, 
Vul. III, relates the early history of jute : 

" Jute fibre was first experimented with by Europeans in 1620, the 
result being so unfavourable that brokers wel'e for sowe years &uuseq,tently 
required to give a guarantee that sales of fibre effected by tlJem were free 
from atlulteration with jute. One of the earliest commercial refer~occa to tLe 
fibre occurs in the Custuma returns of 1828. In that year 3G.t cw1a ur raw 
fibre \slued at Rs. 620 were exported to Europe. Tba wanufacture of 
guuny i.>ags and clr,tJJ was at that time enti.relv in the Landa of t!Je Beugal 
p~ngnnt weavers, but the fraftic c~·uld not lm;e been ver7 exten~ive. !IJ 
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The average area under jute in the period 1895-96 to 
1399-1900 was 2 million acres and the average yield of 
jute 5-8 million bales of 400 lbs. each. In the War period 
(1915-16 to 1919-20), the area increased to 2·6 million 
acres, and the yield to 8 million bales. The exports of raw 
jute declined during the wa; but those of jute manufactures 
increased from about 20 crores of rupees {pre-War average) 
to ·15 crores (War average). Before the slump, in 1928-29 · 
the area under jute amounted to 3·1 million acres, and 
yield 9·9 million bales, while exports of raw jute in the 
~,nne year were valued at 32 crores and of jute manu­
factures at 45·6 crores. The position during the slump IS 

&hown l,y the following figures:-

TIAw JurE ExPoRTS, 1sT JrLY ro 30TH JuNE 

Year. La.kha lls. Tons. Value per ton. 

1929·30 26,10 805,800 32·1 

1930-31 11,18 609,000 184 

1931·32 10,85 556,000 165 

19:)2-33 10,51 629,000 167 

1933·3t 10,99 759,000 145 

1><1:.! an enterprising Dundee maotlfacturer experimented once more with 
tla1 f1lm~ and was ahle to Rhow that it might be used as a substitute 
f,,r Lemp. From that date jnte guined rapitlly in popular favour. It was 
rc~o;;;uieerl that it was capable of .the most minute separation, bnt it is 
otdy within the la!'t few years that !Lis advantage haa been utilised fur 
th~ finPr !f•xtile llltrpo~l's, In time the difficulty of bleaching and dyeing 
the fibre disappen.red j and the SU<'CeHS of jute being tUUfl a~Hnred, the 
(ouo•f.ui•on of the manufacturing enterprise of Duurlee and Calcutt:t was 
l:!id. 

F. 15 
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. 
·ExPORTS or MA.~UFACTURED Goons, lsr JuLY ro 30TH JuNE 

Year. La.khs Rs. Tons. Value per ton. 

1929-30 48,69 945,000 515 

1930-31 27,95 716,000 390 

1931-32 21,69 662,000 343 

' 1932-33 21,87 685,000 319 

1933-34 20,11 666,000 302 

The fall of prices has been disastrous, and at the same 
time the ·quantity of raw jute and jute manufactures export· 
ed has shrunk. The income of Bengal from jute feil from 
74! crores in 1929-30 to a little over 31 crores in 1933-34, 
a fall of over 58 per cent. 

The Bengal jute grower has been hit hard. On account 
of the fall of prices the burden of his debt has about 
trebled. He was advised to gr~w more rice instead of jute, 
hut rice is not a much more hopeful proposition. The only 
''~luable alternative crop· is sugar-cane. As we have seen 
the area under sugar-cane is rapidly expanding all over 
India, and the limit of expansion would be soon reached. 

By an agreement which came into force on ht 
August, 1932, jute mills which are members of the Jute Mills 
Association are working 40 hours per week with 15 per cent 
of their total looms sealed down.12 The mills outside the 

12 It has been decided to releaae 2! per cent of the looms from sen! ·on 
August 5, 1()35. The factor which has most influenced ibis decision of tbe 
Jute Mills Association is increasing competition from mills which were no~ 
parties to the restriction agreement. The Association want the Geovernweut 
to limit working hours in jute mills to 54 per week by legislation, but tbe 
attitude ·of Government is ' unsympathetic.' The Associated ~fills are 
prepared to ' discourage expansion by the only meanB in our power, ~·hid:l 
is to increase production ' a cnrious method of Jiscouraging expansion, oue 
.must say (The Srmday Statesman, May 5, 1985). 
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Association agreed to reduce their working hours to 
5/l pPr wr<>k but were permitted to operate all their 
machinery. 

The foreign demand for jute has fallen on account of 
the general contraction of world trade and the increasing 
use of substitutes. France is encouraging the use of Sisal 
from her colonies. The cement trade has gone over to 
paper and paper bags are also used in the sugar trade. The 
Soviet Government is reported to be ex;perimenting with 
fibres which are grown within their country as substitutes 
for jute.* 

Demand for jute may increase if new uses for jute are 
discovered. Jute may be used for insulating materials, for 
roofing and forthe production of sheeting for internal and 
external walls. Jute cloth may be used for wire-mesh in 
concrete structures and also in road-making. If the 
experiments now being conducted are successful, "it may 
be pardonable to conjure up visions of the Calcutta mills 
working full time with all their ma~hinery and the ryot 
being urged to sow more jute.m3 · 

* " There bas been during the year the usual crop of reports regar!ling 
u,e diPCOIIery of substitutes for jute. We have been told that a new 
wet hoc! IHtR been discovered for dealing with Sisal ao that bags can be made 
fr,,rll it of e•1ual quality and at cowpetitive prices with those of jute. It is 
also reported that, in Italy, a fibre baa been extrade<l from the broom plant 
"II hich has the prospects of competing succeeafully with Bengal's produr:t. 
A factory has been brought into operation in New Zealand for the manu· 
faduril of woolpacks from New Zealand flax and we are told that rock wool 
froru Canaua is to take the place of jute in the manufacture of cables and 
irJsnl:ding sheets. Reports from Australia and the Argentine also Rtate 
that. tiHJ development and -extension of mechanical appliances are likely to 
reduce the requirements of jute goods in these centres in the near future.'' 
[" C'n pita!," December (1934), Supplement, p. 13]. 

13 Capital, December, lfl33, Suppll'ment, p. 19. 
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ln. the meantime the ryot is being urged to sow less 
jute. The restriction is at present to be voluntary. Govern· 

ment propaganda in favour of crop restriction 'has been 
launched through the Agricultural and the Co-operative 
Departments~ and the District and Union Boards. Reduced 
quotas have been fixed for each District. If voluntary crop 
restriction through persuasion fails, compulsory restriction 
through legislative action may be resorted to. 

TEA 

The price of tea (black) fell from 12 annas per lb. 
in March, 1928 and 1929, to about 9 annas in March, 1930. 
It rose to a little over 11 annas in March, 1931, bat fell 
again in 1932. There was a rise to 9t annas in March, 1933, 
and a further substantial rise in 1934.a The improvement 
was due to crop restriction. The following table shvws the 
quantity· and value of exports in certain years : 

EXPORTS OF TEA 

Year. Million lbs. Lakh Da. 

1927-28 362 32,43 

1928-29 360 26,60 

1929·30 377 26,01 

1930-31 356 23.56 

1931-32 342 19.4t 

1932-33 379 • 17,15 

1933-34 318 19,85 

193-J....35 325 20.13 

H The prir:e fell again from As. 11·9 in March, 1934, to As. 10·6 rcr 10. 
in March, 1935. 
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It will be seen 'l:lat in 1932-33, while the. quantity of 
exports was greater than that in 1927-28; the' value of 
exports fell by 15~ crores. The ~nly method of arresting 
the decline in prices was restriction of production and of 
exports. At the suggestion of the Dutch a plan was adopted 
in i9.32, ~hich will remai~ in operation for five years, by 
which the principal producing countries have undertaken· not 
to export more than a given quantity in any year, the 
quantity to be revised annually. The control of exports is 
now statutory. , But it soon appeared to the Indian Tea 
Aswciati~n that '' the control of exports was not in itself 
the Alpha and the Omega of recovery."15 The control of 
exports was supplemented by the control of production. A 
scheme of voluntary control of production was devised and 
l'ut into operation with the requisite support of 93 per cent 
of the produc·ers in India. Briefly, an estate which produced 
100,000 lbs. in the best year was allotted an export quota 
of 65,000 lbs., and was entitled to an allowance of 12,000 
lbs. for consumption in India, giving a total crop of 77,000 · 
lbs., which, under certain conditions, can be increased to 
90,000 lbs. 

FACTORY INDUSTRIES AND THEIR DISTRIBUTION 

The following statement includes all factories which 
come under the operation of the Indian Factories Act of 
l 911 as amended by Act 11 of 1922 (excepting those in 
which the average number of persons employed daily is less 
than 20), and also factories in Indian States: 

15 Capital,. December, 1933, Supplement, p. 22. 
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STATEMENT SHOWING THE PRINCIPAL FACTORY INDUSTRIES IN INDIA 
INCLUDING STATES 

Number of Pers<m~ 
establish· daily em-

menta. ployell. 

I. Textiles ... 561 714,677 

II. Engineering 770 221,162 

III. Minerals and Metals •• 103 52,157 

IV. Food, Drink and Tobacco 2,657 178,175 ' 

v. Chemicals, dyes, etc ••• 468 55.268 

VI. Paper and Printing .. 394 44,995 

VII. Processes relating to 
wood, stone and glass 440 68,1H 

VIII. Processes . connected 
with hides and skins 60 7,671 

IX. Gins and Presses 2,778 209,546 

X. l\:liscellaneous 173 4~,652 

Grand Total 8,404 1,596.417 

British India 7,063 1,400.00.1 

Indian States 1,341 196,4U 

The most important group is Textiles. This includes clothing, 
cotton (spinning, ~eaving and other) factories, hosiery, jute mill:;, 
silk mills (including filatures) woollen carpet and shawl weaving 
establishments, and woollen mills. The total number of colton 
fa~tories, which give employment to over·4 lakhs of persons daily, 
is 351, of which 45 are located in Indian States. There are 203 
cotton factories in Bombay, 25 in Madras, 16 each in Bengal and 
C. P., 22 in the United Provinces and 7 in the Punjab. Of the l ()I) 
jute mills, giving employment to 2% lakhs of persons daily, 93 arc 
in Bengal. There are 16 ~oollen mills (Bombay 2, United Pro· 
\·inces 4, Punjab 3 and Mysore 3). Of the 19 silk mills (includin;~ 
filatures) l\lysore has 7, Bombay 5, Madras 3 and Bengal 2. 



AGRICULTURAL PR?DUCTION 231 

The second group, Engineering, comprises: coach-building and 
motor-car repairing, dockyards, electrical engineering ( 43), electrical 
generating and transforming stations : (55), general engineering, 
kerosine tinning an.d packing, metal-stamping, railway workskhops, 
ship-building and engineering (17), steel-trunk, lock and cutlery, 
and tramway works. · The most important industries in. this group 
are general engineering (No. 281; Persons 39,000), and railway 
work:shops (No. 162; Persons 125,000). Ship-bupding and 
engineering employ about 16,000 persons. 

Group III, Minerals and Metals, includes foundries (No. 50; 
Persons 3,225), iron and steel smelting and steel rolling mills 
(No. 6; Persons 31,292), copper and lead smelting and. copper 
rolling mills, mica works, and petroleum refineries (No. 12; Person~ 
11,000). 

Group IV, Food, Drink and Tobacco, comprises bakeries, 
breweries and distilleries (33), coffee works, dairy produce, flour 
mills (97), food canning and bottling, ice and aerated waters (56), 
rice mills (N?. 1,2·i7; Persons 73,000), SU~Jar factories, tea 
factories (No. 836; Persons 55,000), tobacco factories (22) and 
water-pumping stations., 

Group V comprises bone and manures, chemicals, dyeing and 
bleaching, gas works, indigo, lac, matches (No. 50; Persons 17,652), 
oil mills (23!), paints, soaps (14), and terpcntine and rosin. 

Group Vi consists of paper mills (No.9; Persons 5,719), paper 
pulp and printing, book-binding, etc. (No.· 377; Persons 38,400). 

Group VII is composed of bricks and tiles (including Surkhi 
mill~). carpentry and cabinet·making; cement, lime and potteries 
{32); glass factories (29), saw mill" (No. 157; Persons 15,000), 
and stone·dressing. 

Group VIII comprises leather and 'shoes (12) and tanneric<> 
{75:}). ' 

Under Group IX there are 2,656 cotton ginning and baling 
factories, giving employment to 179,000 persons and 103 jute 
presses, employing 29,700 persons. 
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. The last group, Misceilaneous, com~ rises bru:;hes (2), canvas 
proofing, fodder, grain-cr~shing, gramophone. records, jewellery 
workshops, laundries, mints, ordnance factories (No. 23; Persons 
18,000), reeds and combs, repa.i:rs, 'rope-works ( 40), rubber goods 
(10), sappers and miners' workshop, stores works and tdegraph 

works. 

In the statement given· below the more important 
industries are classified by Provinces: 

Madras.-Cotton spin~ng and weaving, jute mills (4), general 
engineering, kerosine tinning and packing, railway workshops, cofl"ee 
works, rice-mills, tea and tobacco factories, printing, bricks and tiles, 
tanneries, cotton ginning and baling, rope-works. 

Bombay.-Cotton spinning and weaving, railway workshop:::, 
general engineering, dockyards, flour mills, dyeing and bleaching, 
matches, oil-mills, printing, saw mills, cotton ginning and baling, 
ordnance factories. 

Bengal.-]ute mills, general engineering, railway worhhops, 
&hip-building and engineering, iron and steel smelting and ~teel 

rolling mills, rice mills, tea factories, chemicals, matches, oil-mill~, 
paper mills, printing, cement, lime and potteries, jute pres~es, 

ordnance factories. 

United Provinces.-Cotton ~pinning and weaving, railway work· 
shops, sugar factories, oil-mills, printing, glass, cotton ginning and 
baling, ordnance factories. 

Punjab.-Cotton spinning and weaving, railway workshops, 
flour mills, printing, cotton ginning and baling, ordnance factories, 
woollen mills, sugar factories, cement. 

Central Provinces.-Cotton spinning ~nd weaving, railway 
workshops, printing, carpentry and cabinet-making. 

Industries giving employment to more than :!5,000 
persons daily are small in number: Cotton spinning and 
weaving, jute mills, general engineering, railway work:;hop3, 
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iron and steel, smelting and steel rolling mills, rice mills, 
tea factories, printing and book-binding, cotton ginning and 
baling, and jute presses. 

A comparison of the figures of our factory employees 
with those of Great Britain brings out the essential difference 
between o,ur industrial development and that of an advanced 
industrial country: 

NuMBERS AGED 10 YEAns AND UrwAnus IN GREAT BRITAIN ENGAGED IN 

THE PRINCIPAL J:.IDUSTRY GnoUPS. FIGURES IN 1,000. 

1881 1921 

Total aged lO years and over 22,081 

Agriculture 1,593 

Coal and Shale mining 437 

:Manufacture of Bricks, Cement, 
Pottery and Glass 130 

1\'lanufact~re of Chemicals. Explo-
sives, Paints, Oils, Rubber, etc. 52 

Manufacture of T\Ietals, Machines, 
Implements and Conveyances . . 927 

Manufacture of Textiles 1,191 

Cotton 520 
Wool and Worsted 252 
Silk . . 64 
Flax, Hemp, Jute, Rope, Canvas 

and Canvas goods 85 
Dyeing, Ulcncldng, Printing, 

Furnishing . . • . fJ6 

34,979 

1,307 

1,305 

214 

269 

2,491 

1,293 

621 
260 

31· 

E3 

117 

(.Source: Statistical Abstract for the United Kingdom, 1934~, 

pp. 100·101). 

Persons aged ten years and upwards engaged in .the 
cotton industry in Great Britain numbered 520,000 in 1881, 
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and 621,000 in 1921 (India, 1931, 417,000). The total 
number of persons engaged in the textile industry in Great 
Britain in 1921 was 1,293,000 (India 1931, 715,000). It 
should not he forgotten that the population of Great Britain 
( 45 millions in 1931) is about one-eighth of the population 
of India. 

The most interesting figure is that of persons engaged 
in the manufacture of metals, machines, implements and 
conveyances-2,491,000 in Great Britain in 1921, o~ about 
13 per cent of the total number of occupied persons of age11 
10 years and upwards. The total number of employees in 
India of engineering works and of establishments in Group 
III, Minerals and Metals, in 1931 was 273,000. Tho><e 
engaged in the manufacture of metals, machines, imple­
ments and conveyances in Great Britain exceed the total 
number of our factory workers. 

India does not manufacture modern machines and 
implements. Our engineering works are mostly repair 
shops, or manufacture simpler parts of machinery. In an 
industrial country the manufacture of capital goo·l~ 
occupies the largest proportion of workers. It is remark· 
able that the level of prosperity is higher where a consider­
able proportion of the population ·is engaged in making 
means of tansportation and other indirect goods than where 
an overwhelming ro~jority of the population is producing 
consumable commodities. British workers do not care 
about producing food-the number of agricultural workers 
decreased from 1,593,000 in 1881 to 1,307,000 in 1921-
but they have more of it in the end than 71 per cent of our 
population whrJ are directly engaged in agriculture. 



CHAPTER VII 

INDIAN PRICES,. 1861-1934 

The history of Indian prices since 1861 divides itself 
into five clearly-defined periods: 

1861-1905. Gradual rise of prices. 

1905-1914. Rapid rise of prices. 

1914-1920. Inflationary rise of prices. 

1920-i929. Deflationary fall of prices. 

Since 1929. Heavy fall of prices owing to 
world depression. 

PRICES, 1861-1905 

The fluctuations of prices before 1903 show the effect 
on our agricultural economy of the linking together of 
distant parts of India by the railway and of Indian with 
foreign ports. 

As early as 1865 passengers and goods could he 
hooked through between Amritsar and Karachi. Through 
communication between the Punjab and Calcutta and the 
Punjab and Bombay was established in 1870. 

The reader is referred to charts showing annual 
fluctuations in the price of wheat and rice, and the trend 
shown by means of the smoothed curve. 1\'o mistake_ should 

233 
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he made in the interpretation of a smoothed curve. The rise 
or fall of a smoothed cu~ve in any year does not ~ean that 
the price began to r~se or fall precisely· in that year. For 
example, the ten-yearly moving average for rice (centred 
hy means of a two-yearly moving average) rose to its highest 
point (348) in the year 1924; thereafterit fell continuous­

ly till 1928: But !~e actual price of rice rose from 335 
in 1924 to 368 in 1927. The moving average set down 
against any year does not indicate the' level of the price 
in that year, since it is an average of price indices for a 
number of yea~s. . 

·There are two chief · characteristics of price fluctua: 
tions in the pre-railway era:. (a) fluctuations of prices from 
year to year were not infrequently great and violent, and 
(b). differences between prices in different places were 
very often considerable; · 

In the town of Haripur Hazara the price of wheat in 
1852 was a little less than 8 annas a maund; in 1853 it 
rose to a rupee~ In 1860, jn. the same place, the price 
.was 12 annas a maund, and in the fo1lowing ye~r 2 rupee~. 

Prices· depended more. or less on local production. 
Prices rose sharply in a year of scarcity and fell heavily 
in a time of plenty. · 

, Pakpattan, Dipalpur and Hujra are in the same 
District (Montgomery), but in the year 1849 wheat sold at 
42 seers .per ·rupee in Pakpattan while the average quantity 
Dbtainable for a rupee in Htijra a~d· Dipalpur was 23! 
seers. 

Differences between prices in more distant places 
were, as might be expected, still more remarkable. 
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Pri~:e of Wheat (India) 
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THE EXPORT TRADE 

The influence of the export trade in keeping up prices 
is referred to in several Punjab Administration Reports of 

· this period. The earliest reference is in the Administra­
tion Report for 1865-66, where the " steady increase " in 
the price of wheat is ascribed to increased demand and 
" the opening out of new markets." 

The Punjab Administration Report for 1871-72 thus 
comments on the connection between prices in the Punjab 
and other provinces: 

" There can be no doubt that the prosperous grain 
harvest of 1871-72 in the North-Western Provinces made 

\ 

prices easier i~ the Punjab; when there is a demand for 
grain in other provinces, the Punjab prices always rise, 
even though the supply be abundant" (p. 152). 

The spring crop of 1873-74 was "a most abundant 
one," but according to the PunJab ~dministration Heport 
for 1873-74, " the effect of this ~n. prices was to a 
considerable extent counter-balanced by the extrn· 
ordinary export of food grains t\> t,he Bengal famine 
districts." 

·The Punjab Administration . Report for 1876-77 
refers to the "great demand for export to the famine 
districts of Bombay and to Europe" in th~ case of wheat 
in 1876-77. That the price still fell was due to a 
plentiful suppJ y in the province. " Wheat," the Report 
adds, " is grown chiefly for sale and export, the 
agriculturist ordinari) y subsisting on the cheaper 
grains."* · 

• P. 8'J. 
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1896-97 and. 1899-1900; 1866, 1889 and 1908 were years 
of scarcity.· 

PRICES, 1905-1914 

After 1905 .the prices of food grains and almost all 
Qther articles rose almost continuously till 1914. 

Attention was called to the rise of prices in India by 
an anonymo.us writer in the Economic Journal (London) 
for :March, 1907. He attempted to show that the rise of 
prices was due to the inelasticity of the Indian currency 
system: 

"The conclusion therefore cannot be resisted that 
the floods of rupees entering the country. in the bu~y season 

. must, finding no employment thereafter, choke the circula· 
tion in the dull season and raise prices, whilst each succeed­
ing year the demand grows like a snowball falling down a 
slope." 

In the Budget debate of March, 1908, Mr. Cokhale 
<hew attention to the rise of prices which he attributed to 
the heavy coinage of rupees by the Government of India, 
and pressed for the ~ppointment of a committee to consider 
the whole question of the rise of prices .• Writing in the 
Journal of the Royal Statistical Society for September, 
1909, l\lr. Fred. J. Atkinson, sometime Accountant-Gen~ral 
Qf the United Provinces, reached the same conclusion, that 
the qu~stion of a redundant currency was mixed up with 
the currency system of India and that the redundancy was 
<lue to the fact that the currency was not automatic. 

The Government of India appointed a Committee £01 
the investigation of the problem in 1910. The Committee 
submitted its report in 1914. . 
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· That the European demand exercised a very important 
influence on the. price of wheat in India was admitted by the 
Indian .Prices Enquiry Committee of 1910. * 

What is true of wheat is also true of all exported. 
articles. The following statement show~ the lowest and 
highest points touched by the · average of · 28 exported 
articles in each decade between 1861 and 1910:-

Highest. Lowest. 

.1861-70 .. 110 (1866) 88 (1861 and 1862) 

1871-80 .. 114 (1878) 90 (1876) 

1881-90 104.(1889) 91 (1885) 

1891-1900 •• 124 (1908) 103 (1891) 

1901..:_10 .. 124 (1897) W3 0903) 

1911-20 .. 'J 

281 (1920) 136 (1911) 

It .is seen that w#h one exception, the lowest price· 
index pf each successive decade was higher than that of the 
preceding decade. In 1901-10 the prices of exported 

articles were ·lowest in the year 1903, when, falling from 
113 in 1902, they rctu~ed to the level of 1891 (103). 

. While prices showed a tendency towards a slow and 
gradual_rise between 1861 and 1905 (more accurately 
after 1865) on account of. the influence of the export trade, 
they were still subject to seasonal fluctuations. As before 
the era of railways, they rose in a year of famine or 
scarcity, but not so· sharply as before, and returned to 
about (not quite) the old level with the advep.t of normal 
seasons. India was visited by famines in 1876-78, 

* P. 114. 
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The Committee recognised that "up to 1905 the 
fluctuations in the prices of food grains and pulse~ depend· 
ed largely ~n the agricultural conditions in India." But 
a sharp and rapid rise of prices began in 1905 which was 
not always wholly due to unfavourable agricultural con­
ditions. Taking India as a whole the agricultural condi­
tions were not seriously adverse either in 1905 or in 
1906. Still these years appeared to have ushered in a new 
period in the history of Indian price leveh, the predominant 
characteristic of which was the existence of famine prices 
without famine."* 

The Committee compared the. rise of prices in India. 
with that in the leading countries of the world and found 
that the rise was greatest in India. This is shown by the 
following statement:-

THE fusE IN WHoLESALE GoLD PrucEs L"i bDIA A."D 

OtHER CouNTRIES IN THE QUINQL"EN:'ii~M 1907-11 

Country. 
Compared C.ompare•l 

with with 
1800-94. 189!---93. 

India 40 4D 
Belgium 25 26 
Germany 24 .38 
United States •• 20 38 
Canada 19 31 
Italy u 21 
Australia 13 20 
France ·12 26 
United Kingdom 9 21 
Kew Zealand 1 9 

41 Report, p. 3:3. 
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In view of the greater rise of prices in India the 
Committee considered it necessary to examine at length 
the probable causes of the rise of prices peculiar to India. 
The g,~neral causes of the rise of prices throughout the 
world were: a shortage in the supply of, or an increase 
in the demand for staple commodities in the world's 
mukets; the increased gold sepply from the world's 

. mines; the development of credit; and destructive wars and 
tlte growth of armaments. 

:Mr. K. L. Datta (who wrote the Prices Report) regard· 
ed comparative shortage of :-,upply as one of the important 
causes of the rise of prices. The Government of India, 
howc:\cr, did not accept this view. They pointed out, in 
tht: f,rst place, that the commercial-crops occupied a very 
t:mall proportion of tht~ total area under cultivation, and 
that in the country as a whole there was no substitution of 
non-fond crop::; 'for food crops. Secondly, th~y did not 
n:'gard Mr. Datta's estimate~ of OiJ.tlum as reliable. The 
an·a under enltiv.1tion expanded more rapidly than the 
population, except during the quinquennium 1895-99 to 
lf:9')-1900, v.hile between the growth of population and 
the exttmion of food cultivl:.lio:1 there was "an almos~ 

pn·chP- p;;;.ralldism." They also pointed out that the area 
irrigated from State-owned sources nearly doubled during 
l~~f)'J--1912. Lastly, t11ey agreed with l\-fr. Datta that 
the export of food grains exercised a negligible influence 
on their prices. · 

Tht> Government of India also ngn'!ed with Mr. Dntta. 
tJlat the ri ge of priers during 1390-1912 was rot the 
effect, but the cau::e of increase in the circulation nf rupees, 

"'· 16 



242 INDIA BEFORE YJ!E CRISIS 

and that the extended use of credit had " an important dTect 
on prices." They, however, seemed to attach more im­
portance to world factors than to this or any other cause 
peculiar to India. From 1890 to 1905 " Prices rose or 
fell in the main in accordance with changes in the agrieul· 
tural conditions from year to year." The causes of r1Ee 
of prices since. 1905, "must be sought for in a different 
and independent group of circumstances." 

To this view, however, it may be objected that if our 
price level rose under the influence of the rising price levels 
of foreign countries, it could not have risen more rapidly 
than the latter. The . rise of prices in Germany and the 
United States, as Mr. Datta said, could be partly accounted 
for by their protective tariffs and growth of industrial anJ 
commercial combinations in these eountries. But no such 
factors were at work in India. 

As regards the effect of credit upon prices, both ~.Ir. 

Datta and the Government were mistaken in their 
YleW. 

Some evidence on the use of cheques in India wa3 
taken by the Chamberlain Commission. Mr. Henry 
Marshall Ross,* a witness, was of opinion that the use of 
cheques could be advantageously extended even in the Pre­
sidency tm·ms. " It is very poor at present," he said. He 
was asked whether the use of che!JUes was likdy to curtail 
the circulation of currency notes and whethe~ it was pro­
bable that cheques would be used at ·au throughou.t U1t 
country beyond the Presidency towns. His reply \-vas 

• A Calcutta export merchant. 
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"' not within any period I· can look forward to 
myself. They will be confined to the Presidency towns' 
husine~s." 

Important evidence -in this connection was given by. 
another witness : * 

Q. 4106. (Mr. Keynes). Can you tell us in what class of trans· 
actions you find it possible in your. business to use cheques?­
Speaking of my own business I use cheques practically in every case. 
No matter what the kind of payment, except for wages and. salaries 
which I always pay in cash. 

4108-lf you are buying produce of an Indian trader, would 
you pay him by cheque?-Very rarely. He probably wants either 
currency notes or actual cash. 

4109-TI1en these cheques which you mention are paid to 
Euglish merchants?-That is so largely. 

4110-And except when you are making payments to other 
Engli:ih merchants you would not use cheques much ?-No, broadly 
speaking, I should not. 

In a memorandum submitted by the same witness to the Com· 
mi:=-sion, he had referred to the possibility of the use of cheques being 
graJually increased throughout the country. The Commission asked 
him whether he thought that would be a speedy process. The witnes!? 
said " No.'' What he had in his mind more particularly was the 
European Community using cheques more-" , , . the native does 
not to any great extent use cheques for large amounts," he added. 

Q. 4072. And it is not likely that he wiJI? "I do not think 
:•o f(>r Jon!! time to come." 

The Prices Committee did not seriously examine the 
charge of inelasticity brought again.st the gold exchange 
~)'t-ll.'m. 

• Sir Ale·~o.nuer M(•RuLert, a woollen manufacturer. 
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So far as the addition of rupees to the circulation is 
concerned, the only difference between the gold exchange 
system and the system which existed before 1893 accord· 
ing to Mr. Datta was that while in the one case rupees 
were issued in exchange for the impo~ted gold and 
Council hills, in the other case they could be obtained 
dire_ctly by the minting of bullion at the option of its 
owner. 

In a monetary system with an open mint the currency 
decreases automatically when the rise of prices causes 
imports to inc~ease and renders the export of gold or sih-er 
necessary. The circulation is thus reduced and prices fall. 
Under a gold exchange system a~ adverse balance of trade 
cannot be adjusted by the exportation of the token coins. 
The tokens must he converted into gold (or bills payable 
in gold) for that purpose. The Government of India did 
so when it became necessary. This was the outlet provided 
for the excess currency. 

What the Prices Committee forgot was that before the 
rupee became a token coin (that is, before 1893) hoarding 
and melting, apart from export, accounted for about 45 
to 50 per cent of the c9inage. 

When the rupee hecaiJle a token coin, the melting of 
rupees ceased altogether, while for purposes of hoarding 
gold was preferred. It cannot be doubted that the hoard­
ing and the melting of rupees before 1893 prevented prices 
from rising too rapidly by reducing the volume of the cur· 
rency, and that the change in the character of the rupee, 
from a full value coin to a token coin, by discouraging 
hoarding and making it unprofitable to melt rupees, con· 
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tributed in some measure to the inflation of the rupee cur· 
rency. It really proves nothing to say, as Mr. Datta does, 
that the " average annual coinage during the eighteen years 
that have elapsed since the closing of the mints has been 
much less than in the corresponding period preceding that 
date." The averages are 751 lakhs for the period 
1874-75 to 1893-94, and 5G6 lakhs for the period 1893-94 
to 1911-12. In the decade following the closing of the 
mints the average net coinage was small, due to a deliberate 
restriction of the coinage to force up exchange. The net 
coinage of silver was very heavy in the period 1899-00 to 
1907-08, amounting to a total of 100·24 crores for 9 years, 
or over 11 crores annually on an average. During 19 
years, from 1874-75 to 1892-93, the total net coinage 
of silver amou~ted to 137·88 crores, which gives an annual 
average of 7 1/4 crores. The rise of prices became very 
marked, as we have seen, after 1~103. Now in the trien· 
nium 1905-06 to 1907-08, the total net coinage of silver 
amounted to 55·96 crores, a figure which has not been 
exceeded by the total net coinage in any period of five 
years before the closing of the mints. 

The Prices Committee's index numbers showed that 
hctween 1890 and 1910 the demand for currency increased 
much more rapidly than the supply of currency (rupees and 
notes). The Committee under-estimated the monetary 
circulation and over-estimated the growth of business. 
The 1lefeuce of the gold exchange 8ystem by the Princes 
Committee is of little interest now, after the condemna· 
lion of that system by the . Hilton Young Commission 
vf 1925. 
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PRICES1 1914-1920 

The rise of prices before the war had one satisfactory 
feature-the prices of exported articles rose more rapidly 
than those ·of imported ·articles. The outbreak of · war 
made no change in this respect, hut as the war pr.oceeded, 
the shortage of imports, due to the preoccupation of 

·Western countries with the war and the scarcity of shipping, 
began to make its influence felt. for the first time after 
39 years the index number of imported articles rose above 
that of exported articles in 1916 (236 and 163 respectively) 
and it remained in that position in the following two years. 
S~me idea of the shortage of imports during the \\'ar may be 
gained from the following statement: 

IMPORTS 

• Average . Average 
1909-10 to Hl14·15 to 

1913-14. EJ18·19. 

Cotton manufactures, million yds. 2,617 1,810 

Metals, iron and steel, tons· .808 422 

Silk manufactures, million yds. 26 20 ' 

Dyes, million lhs. 15·4, 3·1 

Woollen piece goods, million yds. 22·4 8·2 

Gfass, sheets and plates, rillion sq. feet . l6·2 8·3 

Boots and shoes, 1,000 pairs 2,323 1,170 

Machinery and mill work, Lakh Rs. 561 5 

Ry. plant and rolling stock, Lakh Rs. , . 480 293 
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The war created ·a demand for some of our exports 
(notably jute manufactures, leather, metals, wool and 
rubber) and their prices rose. 

The addition to the monetary circulation in five years 
from 1914-15 to 1918-19 was about 39 crores {rupees 
22 crores and notes about 17 crores ). But there was a 
heavy addition to the circulation in 1919-2D-more than 
40 crores in a single year. The budget deficit in 1919~20 
exceeded 23 crores; practically the whole of the deficit was 
due to the Afghan War. The deficit was met by the issue 
of fiduciary currency against the Government's own 
securities. 

In lndi~, as. in European countries, prices were highest 
in 1920, but India~ prices rose to a smaller extent than 
Europe prices.. The causes which raised prices in Europe 
were also . working in India but in a much attenuated 
form. 

While the heavy fall of prices since 1929 has made 
the masses of India poor, and every one .would welcome 
a rise of prices, an uncontrolled rise of prices is not an 
unmixed blessing either. In a memorandum submitted to 
the Babington Smith Curr~ncy Committee ( 1919) the 
Government of India said: " There is no longer any 
room for doubt that the resultant increase in the expense 
of living due to the high prices of food grains, also of 
other necessaries, such as cloth .· a11d kerosine oil, and 
the hardship· which the. increase has entaUed on the 
poorer classes and ·those on fixed incomes, has Leen 
a ve~y important factor in promoting unrest and 
di~content.'~ 
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PRICES, 1920-29 

The absorption of currency between 1920-21 t.nd 
1930-31 is shown by the following table: 

Lahlls. 

1920-21 -31,58 

1921-22 -1,11 

1922-23 -569 . ' 
1923-24 .. + 15,53 

1924-25 +1,14 

1925-26 -7,01 

1926-27 .. -23,16 

1927-28 +6,47 

1928-29 +54 

1929-30 -.1{),51 

1930-31 -32,95 

,Min:us (-) indicates net withdrawal of currency (both rupee. 
f:l:ild notes) and plus ( +) net addition to the circulation. 

The net withdrawal of currency in the ten years from 
1920-21 to 1929-30 amounted to o\·er 86 crores. 

The fall of prices worked against the agriculturist. As 
shown by the index numbers of wholesale prices in Calcutta, 
since 1925 the index number for cotton manufactures is 
above that for raw cotton. 

Little need be said here about the causes or efff•cts of 
the fall of prices since 1929. The trade depre~sion has 
ushered a revolutionary change in prices which ha, up::,et 
our whole economy. 
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I 
ISDEX NUMBERS OF PRICES IN INDIA. 1873=100 '(COMMERCIAL 

lNTELLIGE::-i'CE DEPARTMENT). 

EJ;port~il Imported General Index 
Yt;ar. articles article a No. 39 

28. 11. articles. 

1861 88 9.5 90 
2 33 95 90 
3 93 11.3 93 

. 4 103 132 111 
5 100 125 107 
6 no 126 ll5 
7 102 124 108 
8 94. 107 98 
9 103 . 97 105 

18i0 105 95 102 
1 95 83 93 
2 101 91 98 
3 100 100 100 
4 102 99 101 
5 95 90 g.~ 

6 90 91 90 
7 llO 88 10·~ 
8 114 g.1, 106 
9 112 83 104 

1880 110 88 lO:t 
1 99 86 96 
2 95 85 92 
3 93 79 89 
4 96 73 91 
5 91 75 87 
6 93 P.O 89 
7 9!.1, 83 91 
8 .. 93 92 96 
9 lOt 91 101 

1390 104 91 100 
1 103 S·t 93 
2 109 8t 102 
3 112 89 105 
4 110 8·~ 102 
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iNDEx NuMBERS or 'PrucEs IN L"'DIA. 1873=100 (CoMMERCIA!. 

,Year. 

1895 
6 
7 
8 
9 

1900 
1 
2 
3 
4 
5 
6 
7 
8 
9 

1910 
1 
2 
3 
4 
5 
6 
7 
8 
9 

1920 
1 
2 
3 
4 
5 
6 
7 
8 
9 

1930 
1 
2 
3 

INTEWGENCE DEPARTMENT)-(Contd.). 
E:q>orted Imported 
articles articles 

28. 11. ~ 

111 87 
117 94 
124 86 
102 80 
100 87 
124 96 
116 96 
113 86 
103 88 
104 93 

.. 116 .96 
139 105 
145 116 
151 106 
133 . 99 
127 109 
136 113 
145 117 
154. 117 
160 . 114 
155 146 

. 163 236 
170 262 
199 289 
277 274 
281 280 
239 228 
245 201 
224 193 
222 217 

. 233 211 
225 195 
209 185 
212 171 
216 170 
177 157 
125 131 
120 139 
118 123 

General Indes 
No. 39 

articles. 

104 
llO 
113 
96 
96 

116 
110 
106 
99 

101 
llO 
129 
137 
138 
12-t 
122 
129 
137 
143 
147 
152 
18:1. 
196 
225 . 
276 
281 . 
236 
232 
215 
221 
227 
216 
202 
201 
203 
171 
127 
126 
121 
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II 
RETAJt. PRICES OF FooD·GRAINs.* 1873=100 

Year. Wheat. Ja.war. Bajra. Gram. Barley. 

Ul61 86 108 97 81 83 
2 73 93 86 65 55 
3 80 96 95 68 58 
4 .. 102 118 124 86 71 
5 .. 115 124 193 105 92 
6 .. 129 131 119 126 94 
7 .. 101 117 116 113 82 
8 96 115 113 117 9-t 
9 .. 148 150 161 193 146 

1870 .. 136 125 124 153 108 
1 90 96 107 109 85 
2 98 101 Ill 106 96 
3 .. 100 100 100 100 100 
4 91. 95 97 92 9:~ 
5 81 90 89 80 82 
6 78 92 83 69 72 
7 .. 102 134 123 92 88 
8 .. J4.7 179 177 176 128 
9 .. 153 160 1GO 177 140 

1sr:o .. 118 112 117 127 108 
1 96 91 98 100 91 
2 .. 101 91 99 93 86 
3 .. 103 87 95 89 85 
4 91 93 9·L 88 86 
5 B9 93 95 88 77 
6 .. 103 109 108 94· 35 
7 .. 121 123 122 114. 115 
8 .. 123 127 137 123 126 
9 .. 118 118 126 113 106 

1f:90 .. 117 119 117 121 115 
1 .. 137 134· 136 131 130 
2 .. 151 136 14.0 126 DO 
3 .. 127 120 121 ll2 112 
4 .. 105 109 115 96 90 
5 .. 116 119 117 118 111 

* Tht~A in!k't nnmbera relate t() all-InJia. See Index Numbers of Indian 
Prier~. 
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RETAIL PrucEs or FooD-GRAINs. 1873=100-(Contd.) 

Year. Wheat. Jawar. Bajra. Gram. Barley. 

6 .. 153 149 161 164 170 
7 .. 266 211 204 246 206 
8 .. 143 128 127 134 111 
9 .. 140 133 138 138 ·122 

1900 .. 176 207 196 206 174' 
1 .. 160 140 '.133 152 129 
2 .. 142 131 131 132 127 
3 .. 129 112 112 124 122 
4 .. 123 108 107 107 103 
5 .. 142 136 143 136 127 
6 .. 155 172 173 168 154 
7 .. 168 '161 149 170 163 
8 .. 226 218 204 252 218 
9 .. 203 175 166 186 165 

1910 .. 170 158 156 140 133 
1 .. 153 156 160 131 131 
2 .. 170 181 193 152 167 
3 .. 177 188 184 170 . 174 
4 .. 200 206 207 226 204 
5 .. 227 201 212 220 212 
6 .. 193 175 199 198 203 
7 .. 205 193 188 197 190 
8 .. 270 321 311 251 234 
9 .. 341 437 434 396 319 

1920 .. 310 344 333 359 277 
1 .. 360 392 401 406 325 
2 .. 315 287 318 328 277 
3 .. 356 214 232 190 181 
4 .. 246 239 239 195 201 
5 .. 294 283 294 241 269 
6 .. 281 295 310 274 276 
7 267 293 274 280 259 
8 .. 264 253 257 295 272 
9 .. 262 294 312 340 284 

1930 .. 177 207 211 232 155 
1 126 134 126 148 112 
2 .. 150 148 142 144 140 
3 .. 151 145 151 148 144 
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III 
PRICE OF RICE 

Price ~en yearly Deviations 
Year. Index. movmg average from moving 

(centred). average. 
1861 .. 90 

2 .. 75 
3 .. 79 
4 .. 96 
5 .. .. 128 . . . . 
6 .. .. 155 110 .+45 
7 . . .. 129 111 .+18 
8 .. .. 110 113 -3 
9 .. .. 129 115 .+14 

1870 .. .. 109 115 -6 
1 .. 93 111 -18 
2 .. 87 109 -22 
3 .. .. 100 112 -12 
4 .. .. 118 116 +2 
5 .. .. 102 .us -16 
6 .. .. ·u4 118 . -4 
7 .. 133 119 +14 
8 .. .. 159 120 +39 
9 . . .. 154 121 +33 

1880 .. .. 121 124 -3 
1 .. 96 126 -30 
2 .. 96 126 -30 
3 .. .. 110 125 -15 
4 .. .. 135 123 0+12 
5 .. .. 137 124 .+13 
6 .. .. 128 128 0 
7 .. 123 135 -12 
8 .. .. 131 141 -10 
9 .. .. 148 145 .+3 

1890 .. .. 147 146 +1 
1 .. .. 150 148 +2 
2 . . .. 179 154 :+25 
3 .. 162 ; 159 +3 
4 .. .. 152 161 -9 
5 .. .. 143 162 -19 
6 .. .. 162 164 -2 
7 .. .. 207 165 .+42 
8 .. .. 158 164 -6 
9 .. .. 145 164 -19 



254 L\"DIA BEFORE THE CRISIS 

PrucE OF R.IcE-(Contd.) 

Price Ten yearly De>ia tic·ns' 
Year. Index. moving average from mo•ing 

(centred). aw:a;e. 

1900 171 166 +5 
1 . . .. 180 169 +11 
2 .. 165 172 -7 
3 160 178 -13 
4 147 187 --10 
5 .. 169 192 -23 
6 209 194 +15 
7 .. 229 198 +31 
s 254 206 -i-43 
9 .. 220 . 216 +4 

1910 .. 198 226 -23 
1 .. . . 199 231 -32 
2 .. . . 230 231 -1 
3 255 229 -:-26 
4 .. 254 235 +19 
5 .. .. 246 251 -5 
6 .. 234 267 -3.3 
7 215 230 -65 
8 .. 223 237 -59 
9 .. . . 357 294 +G3 

1920 376 303 
' jlllfll,, .. -lo 

1 .. . . 355 315 +-10 
2 .. 326 329 -3 
3 .. . . 308 343 -35 
4 .. . . 335 3-13 -B 
5 .. . . 352 342 +10 
6 .. .. 359 329 +:30 
7 363 313 ..!.. ~.-.. . . ' ;).J 

8 .. . . 357 297 -:--GJ 
9 .. 336 

1930 .. . . 273 
1 .. .. 189 
2 .. 175 
3 .. . . 152 
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IV 

PRICE OF WHEAT 

Price ~en yearly Deviations Year. Index. mov1v.g average from moving 
(centred). average. 

1861 .. 86 
2 .. 73 
3 .. 80 
4 . . .. 102 
5 .. .. liS . . . . 
6 . . .. 129 107 .+22 
7 . . .. 101 108 -7 
8 .. 96 Ill -15 
9 .. .. 148 Ill .+37 

1870 . . .. 136 109 .+27 
1 .. 90 105 -15 
2 .. 98 102 -4 
3 . . .. 100 105 -5 
4 .. 94 103 -14 
5 81 108 -27 
6 .. 78 107 -29 
7 . . .. 102 107 -5 
8 . . .. 147 108 +39 
9 . . .. 158 108 +50 

1880 . . .. 118 108 +10 
1 .. 96 110 -14 
2 .. .. 101 112 -11 
3 . . .. 103 112 -9 
4 .. 91 108 -17 
5' .. .. 89 106 -17 
6 .. . ) 103 108 -s· 
7 . . .. 121 113 +8 
8 .. .. 123 - 117 +6 9 . . .. 118 ll8 0 

1890 .. •.• 117 120 -3-
1 . . .. 137 124 .+ 13 
2 . . .. 151 '131 .+20 3 . . .. 127 136 -9 
4 .. .. 105 138 -33 
5 .. .. ll6 J4.2' -26 
6 .. . . 153 147 .+6 
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PRICE OF WHEAT-(Contd.) 

Price ~en yearly Deviations 
Yea.r. Index. movmg average from moving 

(cen~red). average. 

7 .. 206 147 ·,+59 
8 . . .. 143 147 -4 
9 .. 140 148 -8 

1900 .. 176 150 .+26 
1 .. 160 152 +8 
2 . ~ . 142 150 -3 
3 .. .. 129 152 -23 
4 .. 123 159. -36 
5 .. . . 142 162 -20 
6 155 161 -6 
7 .. 168 163 +5 
8 .. 226 166 +60 
9 .. 203 173 +30 

1910 .. .. 170 181 -11 
1 .. 153 187 -3·~ 
2 .. .. 170 191 -21 
3 .. .. 177 195 -13 
4 .. 200 20-t -4 
5 .. 227 218 +9 
6 .. 193 235 -42 
7 205 253 -43 
8 .. .. 270 269 +1 
9 .. .. 341 280 .+61 

1920. .. 310 286 .+2-1 
1 .. . . 360 293 .+67 
2 .. 315 301 +15 
3 .. . . 356 304 +52 
4 •• 246 299 -53 
5 .. . . 294 289- +5 
6 .. .. 281 271 .+10 
7 267 251 .+16 
8 .. .. 264 232 .+32 
9 262 

1930 .. . . 177 
1 .. 126 
2 150 
3 .. .. 151 
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v 
hiDEX Nl'MEERS OF WHOLESALE PRICES IN CALCUTTA,* 

PRICES IN Jt:LY, l9U=l00 

Year (aununl ' Cereal8. Haw cot.t<JD. Cotton All corulll1J•l1tie~. 
average). manufactures. 

1915 .. 116 89 97 112 
() 106 121 134 12D 
7 91 174 203 145 
8 .. lOS 309 298 176 
9 .. 161 230 295 196 

1920 .. 153 152 325 202 
1 .. 144 143 280 179 
2 .. 136 191 239 176 
3 112 244 221 172 
4 121 272 228 17.3 
5 135 205 210 159 
6 .. 139 14·7 173 H8 
7 .. 139 167 159 143 
8 .. 133 167 159 145 
9 125 146 160 14.1 

1930 .. 100 91 139 116 
1 78 83 123 96 
2 63 92 119 91 
3 G6 80 113 87 
4 69 73 115 89 

• See l11dian Trade J(!rmwl. 

F. 17 



CHAPTER VIII 

CURRENCY AND EXCHANGE 

1. INDIAN CURRENCY, 1835-1897 

The rupee was established as ~ standard coin through­
_out the territories belonging to the East India Company 
in 1835. Before that date a great variety of gold and 
silver coins circulated in different parts of the country, 
silver rupees being used chiefly as standard money, while 
the value of gold coins depended upon the ~arket price of 
gold. The circulation of several denominations of coins 
in the country caused great inconvenience to the trading 
community and to the Government, and we ~d the Court 
of Directors, ·in their Despatch dated 25th April, 1806, ap· 
proving the recommendations of their officers in India '"for 
the adoption of one general system for the formation of the 
coins for the currency of the whole of our possessions on 
the continent of Asia," for they were " fully satisfied the 
evils complained of can only be removed by the introduc· 
tion of a gold and silver coinage of one weight and fmene:,s, 
such coin to become the universal mea~ure of value for 
British India."* 

No less than 27 varieties of rupees were current in Bengal, a11(l 
in the Punjab, before the time of Ranjit Singh, currency condition~ 
were not less chaotic. Ranjit Singh closed all the mints cxctpt 
those at Lahore and Amritsar, where the Nanakshahi rupee v:.1s 

• East Indian C11rrenry, No. ll/7, para. 4. 
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first coined. The Nanakshahis were" the national currency" of the 
Punjab. They were divided into three series, called the porane, 
coined from li96 to l8U; the cltulme, coined from 1314 to 182:1.; 
and the chilte, coined after 182 J,. The porane circulated at a di~· 
C0Unt with the chufme and tbe chu/me at a diSCOUnt with the c/tifte, 
A II three were at a discount ,,·ith the Company's rup(;e, in !1pite of 
th~ir greater intrimie value. The artificial value given to the Com· 
pany''~ ntpee over the pomne and the chulme was due to the fact that 
neirher of thr·~e coins wus received at the British treaguries.* 

About the same time 15 coins, in alldition to the Company's 
rupee. \ITTC current in Rajputana. and they were" as much a market· 
:Jl!e artide as opium, cotton, or any other staple of commerce."t 

The Act No. XVII of 1835 made the . silver rupef' 
of 180 troy grains, eleven-twelfths fine, the standard 
throughout British India. The weight and the fineness of 
the rupee have .remained unaltered since 18:J5. 

TnE PosiTION OF CoLo IN TTI8 CuRRE:\'CY 

Uy !'lrction 9 of the Act of 1835 it was enacted that 
" no gold coin shall henceforward be a legal tender for 
payment in any of the territories of the East India Com· 
puny." The Court of Dirccctors, however, in the Despatch 
of 1806 had stated that "it is not by any means our wish 
1n introduce a silver currency to the exclusion of the golJ, 
wlwre tl11~ latter is the gt>neral mea~ure of value, any more 
tlw11 (f) force n g')ld coin where silver is the general 
mca::-urc of value."t 

• l'nr,rn Rrlotin(l to I,Eu·;t lndi•l) Cninar1e, 16GI1 (.Vo. 2.54), p. 2-$. 

t Jl.id., p. Q~. 

t Par11. f<'J. 
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In para 16 of the Despatch they clearly defined their 
attitude towards the use of gold as currency:-· 

"Although we are fully satisfied of the propriety of the silver 
rupee being the principal measure of value and the money of 
account, yet we are by no means desirous of checking the circUlation 
of gold but of establishing a gold coin on a principle fitted for 
general use. This coin, in our opinion, should be called a gold 
rupee and be made of the same standard as the silver rupee, t'iz., 
180 troy grains, gross weight, and 165 troy grains, fine gold, also 
divided into halves an~ quarte~, so that the coins of both gold and 
silver should be of the same denomination, weight and fineness." 

In view of this pronouncement it is difficult to under· 
stand why the gold pieces coined under the Act of 1835 
were deprived of the legal tender quality. By a proclama· 
tion issued in 1841 officers in charge of public treasuries 
were authorised to receive the gold coins struck under the 
provisions of the Act of 1835 at their denominated value, 
until they should have passed a certain limit of lightness, 
when they were to he taken as bullion only, by weight. It 
is also not clear what was the precise- object in requiring 
public treasuries to receive gold coins which were no longer 
legal tender. It was certain that so long as the market 
price ·of gold exceeded. the denominated price of the coin 
in silver, no gold would he brought to the Government, but 
if the market price of _gold fell hel~w the silver denomina· 
tior~ of the coin, gold. would accumulate in Government 
treasuries and this gold could not be used by Government 
in making payments to the public as it was not legal tender. 
Such was actually the result of the. proclamation of 1841. 
In a letter to the Court of Directors, d;ted 2nd July .1852, 
the G~vernment of India pointed out that there was 30 
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lakhs of rupees worth of gold in Government treasuries 
which was of no use to them. 

The Government of India proposed that the pro· 
damation of 1841 should be withdrawn. The Court of 
Directors agreed with the Government that it was important 
at once to check the receipt of gold into the Indian treasuries, 
but they pointed out that the proclamation of 1841 was not 
intended to bear the interpretation which the Government 
had given to it. By- a notification issued in December, 
1832, it was declared that beginning with January, 1853, 
04 no gold coin will be received on account of payments 
due, or in any way to be made, to the Government in any 
public treasury within the territories of the East India 
Company.'' Gold, however, continued to be received into 
the mint for coinage under the Act of 1835. 

While the action taken by the Government tended to 
tli::;courage the use of gold as currency, the fall in its price, 
consequent upon the discoverie5 of gold in Australia and 
California, considerably increased the demand for gold. 
Memorials were submitted to Government by various 
Chambers of Commerce praying for the introduction of a 
gold currency. The more important proposals made with 
n. view to encourage the use of gold as currency were: ( 1) 
the introduction of the sovereign or some other gold coin 
which t-hould circulate at its market price from day to clay 
measured in silver; ( 2) the introduction of the English 
!'lovcreign as legal tender for ten rupees, but limited in 
amount to 20 rupees; and (3) the change of the monetary 
;itandarcl from silver to gold, silver tokens to he used as 
sul~urdinate coins. These proposals were examined by 
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Mr. James. Wilson in a minute entitled "Proposals to intro· 
duce a Gold Currency in India," dated 25th December, 
1859. He thought, and riglitly, thilt a gold coin, whose 
value as measured in silver was fluctuating from day to day, 
could not he used as currency. ·To the proposal to permit 
the circulation of the sovereign as legal tender to a limited 
extent of 20 rupees his objection was that the sovereign 
would not· circulate so long as its value was above the ratio 
at which it was made legal' tender, and that every effort 
would be made to force it into circulation if its, value fell 
below that ratio. The result would be that those who 
re~eived the sovereigns in payment of small sums. (railway 
companies and small dealers, for example), would not be 
able to use thein in making large payments without risk of 
Io·ss. This objection di.d not apply to a change in the standard 
from silver_ to· gold, and Mr. Wilson admitted that if Gov· 
ernment " had to begin de novo, convenience would point 
to a gold standard with silver tokens as the best." But 
he thought that in a country where all obligations had been 
contracted to be paid in silver, to change the standardfrom 
silver to gold, because gold. had depreciated, would be to 
defraud the creditor for the advantage of the debtor 
and to break public faith. His view was that a well· 
regulated paper curre~cy was more desirable than 
gold in circulation, and he submitted his proposals 
for a Government paper . currency in a separate 
minute. 

To James Wilson's plan for a paper currency it was 
objected that the people of India would be slow to appre· 
ciate the advantages. of paper rrioney as from time im· 
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memorial they were accustomed to the use of money of 
intrinsic value.· 

The case for the introduction of gold into circulation 
in India was ably argued by Sir Charles Trevelyan in a 
mjnute dated 20th June, 1864. Information collected by 
Sir Charles Trevelyan from all parts of India showed that 
there was a general desire for the introduction of gold coins 
in India; that the people of India were well-acquainted with 
the sovereign; and that there was every reason to think 
that the introduction of the sovereign would be well receiv· 
ed and that it would circulate freely at 10 rupees. The 
Secretary of State, however, did not think it advisable 
to make the sovereign legal tender, but as an experimental 
measure he suggested that the sovereign and the half. 
sovereign should be received into and paid out of public 
treasuries in India for ten and five rupees respectively, and 
rlfert was given to this proposal by a Government notifica· 
lion in November, 1864·. But the rate of ten rupees to the 
sovereign was below the market value· of the sovereign, and 
therefore it failed to attract sovereigns to Government 
treasuries. The rate was raised to Rs. 10·4 for the 
sovereign and Rs. 5-2 for the half-sovereign in October, 
1868. Shortly afterwards the gold price of silver began to 
fall, which entirely changed the Indian currency situation, 
and the Government of India adopted the following Resolu­
tion on the subject of a gold currency on 7th' May, 1874:-

" The expediency· of introducing a gold currency 
having been considered, the Governor·General in Council 
is not at present prepared to take any &tep for the recogni· 
tion of gold as a legal stan~ard of value in India." 
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THE FALL IN THE GoLD VALUE oF SILVER 

The fall in the gold value of silver commenced iu 
1873, and by 1893 it amounted. to 40 per cent. 

Expert opinion was divided as to the causes of thr 
fall. On the one hand it could not be denied that the 
production of .silver had increased. The demand. for Eilver 
had, at the same time, decreased owing to (a) the cessation 
of free coinage of silver in Germany, the Latin Union and 
Holland, and (b) diminution in the Indian demand for 
silver caused chiefly by increase in the sale of Coum:il 
bills. It would~ therefore, appear that the change in the 
relative values of the precious ·metals was due to causes 
affecting silver. On the other hand, there is a good deal of 
·evidence to show that during the whole period, 1873-1893, 
gold was appreciating owing to causes affecting gold itsdf 
-decreased production and increased demand for indus· 
trial and monetary purposes. If the purchasing power of · 
gold and silver in terms of commodities ~s considered, it is 
found that the fall in the gold value of silrer far exceeded 
the fall in the value of silver as measured by purchasing 
power over commodities either in China or in India, while 
the purchasing power of gold over commodities in England 
increased very considerably. The movements of gold and 
silver prices unmistakably show that the change in the 
relative values of the precious metals· was primarily due to 
the appreciation of gold, not depreciation of silver. 

Whatever be the causes of the fall in the gold value 
of silver, its effect on Indian finance was most seriou5. 
The Home Charges amounted then to about £15,000,000 
annually.. The Home Charges represent a sterling oL1iga· 
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tion of the Government of India, while the revenues of the 
Government are collected in silver. Every fall in the gold 
value of the rupee thus meant l! real addition to the burden 
of the Home Charges. · ' 

In a note dated 13th July, 1876, R. B. Chapman, Secre­
tary, Financial Department of the Government of India, . 
pointed out that from 15! times gold had risen to be worth 
about 20 times its weight in silver, and that the fall in ex­
change to Is. 7d. had made it necessary for the Government 
to find 2 crores of rupees annually in excess of what they had 
at their disposal. "The task," he wrote, " is form.idable 
enough to cause dismay. It will be requisite to· give up all 
administrative luxuries and even some necessaries ... Resort 
must, moreover, be had even to new taxation. But a loyal 
and combined effort must be made. I see no way of escape 
from the painful exigency." 

Any considerable increase in taxation, however, was 
not practicable for political reasons and the situation was 
one of great difficulty. · · 

Apart from increasing the burden of the Horne Charges, 
the fall in exchange tended to check the investment of foreign 
capital in India and lowered the gold value of the salaries,, 
~aid in rupees, of the European employees of the Govern· 
ment. It also made foreign trade a gamble in exchange. 

In view of the ultimate establishment in India of the gold 
e~chauge system it is interesting to learn that &s early as 1876 it was 
proposed to secure stability of exchange by Closing the mints to the 
coinage o£ silver and givin~ the rupee an· artificial gold value. The 
main features of this plan were described in a letter by Major-General 
Hlclmrd Stracl1ey to the Editor of the Pall Mall Budget, dated ·lOth 
August, 1076. It was suggested that tl~e mints should Lc closed to 
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the free coinage of silver and the rupee coinage placed entirely under 
the control of the Goverpment; that as a temporary arrangement the 
mint should be opened for gold; and that the gold value of the 
rupee should he fixed at about ls. lld. and notes issued against gold 
at fixed rates. 

The authorities in India did not appreciate the novel idea of 
establishing a gold standard with a currency mainly composed of 
token silver rupees issued hy the Govemment. 1\lajor-General 
Strachey's letter called forth a spirited reply* from R. B. Chapmun, 
and in their Despatch to the Secretary of State, dated'*i3th OctoLer, 
1876, the Government of India expressed their views on the proposal 
in no uncertain terms.* 

• " I am aBtounded that you should propoEe suc.:h a tremendous Lere<y 
as a permat1e11t divorce between the standard and the currency. Surely 
thls is nothing in the world but an inconvertible currency, liruit~d, it ib 
true (though I ob~erve that you would not even limit it absc,JuHyJ, but 
still incouvertible. If we are to go in for an inconvertible currenly, v. by 
should we go the useless expense of having it in silver; surely it "odJ 
be only commonsense t<> go to paper at once? I have seen plainly tLat 
we must go through a period of inconvertible currency of silver with a 
gold standard; but I have always looked upon this as an evil of the fiJ '' 
magnitude from which we should use every exertion to escape at the 'err 
earliest opportunity. It startles and sta~gers me that you should ~ax 
that such a man as yourself, to say nothing of the re;t of the po1'e1s thd 
be at the India Office, should have been seduced into thiukin~ otherwioe 
for an instant .•.• Rave you not altogether underrated the volume of our 
silver currency too? A true silver subsidiary currency must I maintain, Le 
treated as !1. note currency, i.e., it wust be isslled only in ex<:haogc. r~r 
gold, and the State should be compelled to give gold for it, at coovenirut 
centres, on demand, everywhere. Only on these conditions will a silve! 
subsidiary coinage be on a really sound footing; and upon this footin~ 
even India .will not want, I believe, more than 30 crorea at the outoet if 
indeed she wants as much. You cannot seriously think we could for o1 

permanency avoid calling in the 170 crores of rupees that we ~bould ha'e 
in. excess. of our wants. Nor can I seriously believe that an a<.:curata , 
thlDker like yourself would deliberately consent to tntruet to t~oy 
Government on earth the power to issue token coinage at its discretion to 
l1a~s as full legal tender. No human Government has vet existeJ '' ho cuul•l 
Le trusted with such a power.'' . 

• " We are thus <J,?ite aware that our standard of \'alue wi;;ht ue 
enhanced without any illliDediate change in the body d our currency; an:J 
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The Government of India favoured the settlement of 
the silver question by international agreement, but they 
were of opinion that if an international conference failed to 
arrive at a satisfactory decision regarding silver, it would 
be necessary to stop the free coinage of silver and intro· 
duce a gold standard with a gold currency in India. An 
Iutnnational l\'lonetary Conference was convened at 
Brussels in 1892, but it suspended its labours on December 
17, without coming to any definite conclusions. It was to 
meet again on 30th May, 1893, if the various Governments 
which were represented in it approved. But it never met 
again. A month before the meeting of the Brussels 
Conference the Secretary of State for India had appointed 
a Currency Committee, presided over by Lord Herschell, 
to consider the proposals of the Government of India. The 
Committee accepted the5e proposals with some modif1cations . 

. Acting on the advice of the Herschell Committee the Govern· 
Jacnt closed the mints to the free coinage of silver by Act 
No. VIII of 1893, passed on 26th June, 1893. On the same 
date three notifications were issued, the first providing for 
the issue of rupees in exchange for gold presented at the 
Indian mints at the rate of 16d. to the rupee; the second 
authorising the receipt of sovereigns and half-sovereigns by 
the Government in payment _Qf taxes and other Government 
dues at 16d. to the rupee; and the third providing for the 

that we might, for a tillle, enjoy many of the advantages of a gold standard, 
t<·ithout undergoing !be expense of introducing a gold currency. But we 
wholly distrust the advice and conclusions of those who think that such 11. . 

~tate of things could be tolerated permanently, or even for any coosiclBrable 
len~th of time : in other words, that we could introduce nu enhanced 
~landard, and yet, indefinitely, eacape the oblit;atiou to iulrotllt~e au 
euhanccd currency." · 
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issue of currency notes in exchange for British gold coin or 
gold bullion at the same rate .. 

FoREIGN TRADE, 1873-95 

By itself. a fall in exchange tends to chetk imports 
and to stimulate exports. The imports are checked because 
the fall in exchange increases the cost, as measured in 
rupees, of the imported articles and reduces the profit of 
the importer, unless rupee price can be raised proportion· 
ately. Exports are stimulated (other things being equal) 
bec~use the same gold price received for goods sold abroad 
. means a higher rupee price. But any serious check to 
imports must react on exports. Further, it is contended 
that the producer or exporter makes a gain only at the 
expense of. other classes of the community, particularly the 
labourers, and only so long as wages and other elements of 
cost do not rise. ·In a Despatch to the Secretary of Stat~, 
dated 9th November, 1878, the Government of India con· 
-sidered it doubtful whether lhe fall in exchange had 
exercised any beneficial effect at all on the trade of India; 
they also pointed out that the effect of the fall had been 
much obscured by seasons of extreme drought, commercial 
depression and political troubles. 

During the whole period of falling exchange ( 1873-
95) imports, into India increased by a larger percentage 
than exports. The total value of imports. of private mer· 
chandise in 1873-74 was 31,62 lakhs and of exports, 
54,96 lakhs. In 1894-95 imports had risen to 70,16 
lakhs, or 122 per cent, and exports to 108,81 lakhs, or 
98 per cent. The greater expansion of the import trade 
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as compared with the export trade is explained by the 
very considerable fall in gold prices which occurred during 
this period. It would also seem that- while a stable 
exchange is an undoubted convenience to trade, a country's 
foreign trade may prosper in spite of a fluctuating 
exchange. 

The 16d. rate had been chosen as it represented the 
exchange value of the rupee in the years immediately 
preceding the closing of the mints to the coinage of silver. 
Government hoped to prevent a fall in exchange below 
lGd. by "starving the circulation." If, while population 
is increasing and trade is expanding, the growth of the 
currency is restricted, the effect would be to reduce the 
volume of the currency in relation to trade. . The closing 
of the mints Wl;lS, however, followed by a further fall in ex· 
change, and the fall continued until the rupee touched ita 

lowest point, 12fd. in January, 1893. This was due to 
several reasons. (1) Some 20,000,000 rupees were coined 
hy Government immediately after the closing of the mints. 
T!Jis represented silver received from banks and others 
shipped to India before the closing of the mints. (2) Many 
millions of rupees were imported into British India, where 
the face value of the rupee was ·greater than its intrinsic 
value, from th~ Natire States. (3) Rupees also came out 
of hoards. ( 4) There was an increase in the net circulation 
of notes, as can be seen from the following figures:-

NET CIRCUL.',TIO:'i ON 31ST MARCH 

1892·93 
1£93-94 
139l-95 

Ln.kbs of rupees. 

26,40 
• • 30,41 
•. 30,70 
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(5) Finally, the Council bills sold by the Secretary of 
State in 1894-95 amounted to about £17,000,000 as com· 
pared with £9! millions sold in. the preceding year. The 
effect of the increase in the sale of Council bills was to 
reduce the cash balances in the Government treasuries and 
to increase the number of rupee~ in circulation. 

Having reached its lowest level in January, 1895, the 
exchange value of the rupee began to rise, and in the 
latter part· of 1897 it nearly touched 16d. The yean 
1895 to 1898 were a period of the appreciation of the 
rupee in terms of gold. The exchange value of the rupet! 
was now completely divorced from its bullion value and 
fluctuated independently of the price of silver. 

In August, 1897, the Government of India were a5ked 
by the·. Secretary of State whether they were in fayour of 
re-opening the Indian mints to silver if France and the 
United States of America opened their mints to silver as 
well as gold. The Government of India saw no very good 
reasons for adopting the course suggested. They pointrd 
out that the return to silver monometallism would cause an 
intense disturbance of trade, and in case the experiment 
failed, the whole cost of failure would have to be paid by 
India alone. Further, international bimetallism could not 
succeed without the co-operation of the Un.ited Kingdom, 
and since the United Kingdom was not prepared to change 
her monetary standard, the best possible course for India 
was to link her currency ~ystem with that of the United 
Kingdom, the country with which her trade and financial 
connections were most intimate. The Government of India 
finally declined to give the undertaking desired by France 
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and the United States. In view of the fact that their cur· 
rency policy had succeeded in arresting the fall in ex­
change, their objection to re-opening the mints to the 
coinage of silver, which meant a reversal of their policy, 
was well-founded. 

2. INDIAN CURRENCY, 1898-1914 

On 3rd March, 1898, the Government of India sent a 
communication to the Secretary of State urging the 
est~blishment of a gold standard in lnJia. The time had 
arrived, they said, to put an end to the uncertainty 
and fluctuations of exchange. This communication led to 
the appointment of the Fowler Committee. At the time 
when the Despatch of 3rd March was written the exchange­
value of the rupee was still somewhat less th~n 16d. The 
Government. of India proposed to raise exd.ange by reduc­
ing the volume of the silver circulation and replacing the 
silver withdrawn from the circulation by gold. The cir· 
culation was to be reduced by melting down rupees.* 

* " The mere reduction of circulation might be carried out in the same 
way iu which it was effected in 18H3, namely, by abstaining from drawing 
Council billa, until we have an accumulation of, say, twenty crores in exceRs 
of our ordinary balances. But this procedure would he both costly, and, n1:1 
w~ l>elieve, • ineffective; in the first place, the permanent locking-up of 
twenty crores of rupees would cost us in the interest on that amount, or 
'lll 1 he amount of gold borrowed iu England during tLe suspension of 
dntwiugs, rmJ in the second place, tbe existence of this accumulation of 
~dwr coins wonltl be n perpPtual menace to the excLange market, nnd 
"· o11lrl eut irely prevent. any conftdt-nce in the future of the rupee. We 
111uot· llt't only withdraw the amount from circulation, Lut we rnnst. Rbo., 
''Y tilt> lltethoil we adopt that our intention iR that it should cease to exist. 
in th: form of coin, nnd that it~ place na coin is to be tal{en hy gold. 
Our prr.p,sal is therefore to melt down existing rnpeeA, having fir~t provide,} 
!\ f•!Rerve of gold both for the practical purpoAe of taking the place of the 
Hilver, and in or~er to eBtauliRh confidence in the iMsue ~r our measure~." 
(EoRt Indi11 Currency, c. 88-10, p. 6.) 
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The Fowler Committee rejected the proposal to melt 
rupees, hut before the Committee made its report the 
rupee had risen to 16d., and the Government of India 
themselves, in the altered circumstances, would not have 
recommended that measure. The main recomm~ndations 

of the Fowler Committee were that the sovereign and the 
half-sovereign should he declared legal tender throughout 
India at 15· rupees per sovereign, and that a gold standard 
with its "normal accompaniment," a gold currency, 
should he established in India. , The Committee. aho 
recommended that "fresh rupees should not be coined 
until the proportion of. gold in the currency is f gund 
to · exceed the requirements . of . the public," and that 
" any profit on · the coinage of rupees should he kept 
in gold as a special ;reserve,_ e~tirely apart from the 
Paper Currency Reserve and the ordinary Treasury 
balances." 

, The reserve was to be used for maintaining the 
.exchange value of the rupee. 

, The Lindsay scheme for the introduction of a golJ 
standard . without a· gold curr~ncy was rejected by the 
Fowler Committee. 

The Government of India accepted the recom· 
mendations of the Committee. The sovere~gn was 
declared legal tender, the Gold Standard Reserve was 
instituted, and active steps were taken to enco~rage 

the use . of gold . as currency. ·Arrangements were 
also made for the coinage of gold in India, but the 
scheme was dropped wl1en it was nearly complete in 
1902. 
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TnE GoLD ExcHANGE STANDARD 

Though the Government of ,India fully intended to 
carry out the recommendations of the Fowler Committee, 
, the Indian currency system did not develop along the 
lines recommended by that Committee. The main features 
of our pre-War currency system were essentially those of 
l\Ir. Lindsay's Rcheme. 

The central idea of the gold exchange system· is that 
gold is not required for internal circulation but for the 
payment of international indebtedness. For maintaining 
exchange it is, therefore, sufficie~t if the national currency 
is comertible into gold at a constant rate for meeting 
Herling obligations abroad. When Council bills were 
r-old in L(lndon, gold was deposited in the reserve; kept 
thrre and rupee.s were issued in India. The circulation. 
contracted when Lills were sold in India to meet an un· 
fa\~"JUrable balance of trade. The Gold Standard Reserve, 
(l\lr .. Lindsay's "Gold Conversion Fund'') was kept in 
LonLlon, as gold is required for the settlement of the 
Lahnce of India's foreign indebtedness, and London is an . 
important centre for the settlement of international in· 
debtcJncss. 

The:-e are the main features of M~. Lindsay,s scheme. 
Several objections were raised against the scheme. The 
Government of India in their Despatch of 3rd March, 1898, 
gave as one of their main reasons for deciding not to 
adopt thr scheme that it would involve them "in a liability 
to pay out gold in London in exchange for rupees received 
in India to an indefinite extent."* Mr. Lindsay's reply to 

* rara. 1!8 of the Despatch. 

F. 18 
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the objection was that Government would be involving 
themselves in a greater liability by undertaking to give gold 
in India. A second objection to the scheme was that the 
location of the Gold Standard Reserve in London would 
excite distrust and suspicion. " A gold reserve," said Sir 
James Westland in his memorandum on the sch~me, 

" intended to support the introduction and maintenance of a 
gold standard in any country ought to be kept in the country 
if it is to produce its full effect in the way of establishing 
the confidence which is almost indispensable to the success 
of the measure."* Mr. Lindsay, however, thought that the 
foreign capitalist .would have greater confidence if the 
reserve was kept in London. " It is only people who send 
out capital to India that are concerned in this matter, the 
people who work with local capital in India will be very 
much in the same position as they are at present. The 
token rupees are all they want."t 

The chief difference between Mr. Lindsay's plan and the 
measures proposed by the Government of India was that the former 
provided for the contraction and expansion of the currency by the 
withdra~al of rupees from, and the issue of rupees into circulation, 
while the latter recommended the adoption of the principle of free 
in-flow and out-flow of gold. If there was no fresh coinage of rupee~, 

--...the demand for additional currency caused by the gro'Yth of trade 
would be met by the issue of gold coins; if at another time the 
currency became redundant, the excess would be got rid of by the 
exportation of gold. Mr. Lindsay's plan, it was also pointeJ out, 
invested the Government with some degree of control over the volume 
of the rupee currency, for new ~pees were to be coined from bullion 
bought at the discretion of the Government. "This is not a feature 

*East India Currency, c. 8840, p. H . 

. t Evidence before the Fowler Committee, Q. 4057. 
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Q( the plan," wrote Sir James Westland, " that can commend itself 
in principle, for the regulation of the sole full legal tender currency 
of a country should be entirely automatic and not in any degree 
dependent upon the discretion of the Administration.'~* 

The chief matters of interest in our currency history in 
the first decade of the 20th century ~re the investment of 
the Gold Standard Re8erve in securities ~n Lond.on; the 
formation in India in 1906 of a rupee reserve as part of the 
Gold Standard Reserve; the diversion in 1907 of profits on 
the coinage of rupees for capital expenditure on railways; 
and the sale of sterling drafts by the Government of India 
in the exchange crisis of 1907·08. 

In 190;3, and again in. 1906, some difficulty was felt 
in meeting the demand for rupees in India, and this led 
to the formation of a special rupee reserve which could be 
tttilised for preventing exchange from rising above 1s. 4d. 
At first the reserve was held inside the Paper. Currency 
Reserve in the form of silver ingots and then in partly coin· 
.,rJ rupees, but in 1906 it was decided to hold it in the form 
of co.ined rupees only. As the reserve was needed for 
preventing the rupee from rising to a premium over ls. 4d., 
its name was changed to the Gold Standard Reserve, which , 
now consisted of two portions, one held in the form of 
sterling securities ,in London, and the other in rupees in 
India. The rupee branch, like the sterling branch of 
the Re8erve, consisted of the profits on the coinage -of 
rupees. 

In l 907 a Railway Committee. appointed by the Secre· 
tary of State recommended that £1,000,000 out of the 

*East India Currency, c. 8840, p. 20. 
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profits on the coinage of rupees in 1907 should be deYoted 
to improvements for Indian railways. The Secretary of 
State went further than the Committee and decided that for 
the future one-half of any profits on the coinage of rupee3 
should be used for capital expenditure on railways until 
the Gold Standard Reserve reached £20,000,000. It '\'J;; 

intended that after that total had been reached, the whole 
of the profits on silver coinage should be diverted from the 
Reserve; The Government of India, however, thought that 
the sterling portion of the Reserve should be allowed to 
accumulate to £20,000,000 before any sums were diverted 
from it. In reply t.o a communication from the Govern· 
ment of India on the subject the Secretary of State 
said, " The danger which you allege of a fall in 
exchange I regard as illusory, having regard to the 
present conditions of trade, the amount of securitie5 
in the Gold Standard Reserve and of gold in tl1r: 
Currency Reserve.,* He adhered to his decision and 
used £1,123,000 of the profits of coinage for railway 
capital expenditure. 

But the danger of a fall in exchange was not illusory. 
A severe financial crisis in America in the autumn of 1907 
and the consequ~nt monetary s~ringency in the money 
markets of the world, combined with the failure of the 
summer monsoon in India in 1907, caused Indian exchange 
to fall suddenly in November. The Exchange Banb askd 
Government to sell telegraphic transfers on London at 
ls. 4d. per rupee, but the Government, after consulting tlh~ 
Secretary of State, refused. The Government also refuseJ 

• Report of the Chamberlain Commi""&ion, Para. 36. 
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to give gold for export from the Paper Currency Reserve 
in larger qu~ntities than £10,000 to any one individual in 
one day. The exchange continued to fall and on Novem· 
ber 23' it fell to Is. 3. 23/32d. Indian importers began to 
buy British Postal Orders for £10,000 and other large sums 
as a means of making sterling payments, and then at the 
instance of the Secretary of State _the Government of India 
began to give gold for export: The Government also 

. informed the Exchange Banks on 27th December that, 
should it become necessary, they would offer for tender in 
India sterling exchange on London. On 26th March, 1908, 
sterling bills were first sold in India, and they continued to 
be sold till 11th September, 1908. In all £8,058,000 was 
withdrawn during this period from the Gold Standard 
Reserve to meet ~he bills. 1 

The crisis of 1907-08 showed that strong gold re· 
serves were essential for the maintenance of exchange. 
During the crisis £4,179,000 was withdrawn by the public 
from the Paper Currency Reserve, while only £250,000 
was exported on private account. Another lesson taught by 
the crisis was " the desirability of formulating 'in advance 
and giving publicity to the policy which it is intended to 
pursue in a crisis." "It' is almost as important," wrote 
the Chamberlain Commi~sion, " that the general public 
should have confidence in the determination of the Govern· 
ment effectively to use thei.r resources to maintain the rupee 
at ls. 4d. as it is that the Government should have the 
neccs!:lary resources for so doing."* 

.. Fura. 62 of the Report oj the Chamberlain C()mmi.~.iion. 
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THE CHAMBERLAIN Co~anssiON 

The Chamberlain Commission was appointed in April, 
1913, to consider, among other matters, "the measures 
taken by the Indian Government and the Secretary of State 
for India in Council. to maintain the exchange value of the 
rupee in pursuance of, or supplementary to the recom· 
mendatlons of the Indian Currency Committee of 1898, 
lflOre particularly with regard to the location, disposition 

·and employment of the Gold Standard and Paper Cur· 
rency Reserves." The Conunission approved of the mea· 
sures adopted by the Government in order to maintain the 
exchange value of the rupee, though these measures were 
" less in pursuance of the recommendations of the Com· 
mittee of 1898 than supplementary to them." This is 
shown by the fact that the Govern~ent ~bandoned the 
attempt to encourage the use of sovereigns in India, and 
kept the Gold Standard Reserve in London for the support 
of exchange. The Commission were not in favour of intro· 
ducing a gold circulation in India. " The establishment of 
the gold value of the rupee on a stable basis," they wrote, 
" has been artd is of the first importance to India."* Gold 
in actual circulation is of little use for the support of ex· 
~hange. Further, they tried to show that the attempt to 
enc6urage the circulation of gold would necessarily weaken 
the gold reserves of the Government, and thus ' make it 
difficult for Government to maintain exchange in a time of 
crisis. To the objection that without gold in actire circula· 
tion India's c~rrency system would remain a " managed " 

" Para. 76 of the Report. 
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system, their repiy was . that there was no " essential 
difference between the power to import sovereigns at will 
and the power to have gold coined into sovereigns in India."· 
They finally concluded that "It would not be to India's 
advantage to encourage the increased use of gold in the 
internal circulation." In paragraph 76 of their report, 
the Commission said:-

11 To sum tip, our view is that India neither demands nor requires 
gold coins to any considerable extent for purposes of circulatio·n (as 
opposed to saving or hoarding), that the most generally su_itable 
media of internal circulation in India are at present rupees and notes, 
and that the Government should, as opportunity may offer, encourage 
notes, while providing-and this is the cardinal feature of the whole 
system-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 lndia's external obligations." 

As regards the Gold Standard Rese~ve the Commis· 
si~m did not fix any limit up to which the Reser~e should 
be accumulated. They recommended that the profits on the 
coinage of rupees should, for the present, continue to 
be credited exclusively to the Reserve and that Govern· 
ment should aim at keeping one-half of the total 
Hcserve in actual gold. The rupee branch, of the Reserve 
they <:onsidered to be "responsible for much confusion and 
doubt as to the efficiency of the Reserve " and they recom· 
mended its abolition. · They did not consider it necessary 
that the use of the Res~rve should be regulated by statute. 
"' But we advise," they said, "that the Government should 
make a public notification of their intention to sell bills in 
I.ndia on London at the rate of ls. 3 29 /32d. whenever 
they are asked to do so (as was actually done in 1903 and 
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confirmed in 1909), to the full extent of their resources. 
We believe that the knowledge that such exchange can be 
purchased at any time will do much by itself to inspire con· 
fidence, and so to reduce the actual demand for drafts on 
London, and to prevent that feeling of panic which is liable 
to accompany and to aggravate periods of financial strain. 
With the Reserve for the support of exchange so strong as 
it will, we hope, prove, if our recommendations are accept­
ed, we do not think that there is any reason to fear that in 
undertaking this liability the Government of India would 
be in any danger of being unable to carry out their obliga-
tion." 

Only partial action could be taken by the Govern· 
ment on the Report of the Cha~berlain Commission, as the 
War broke out shortly after the publication of the Report 
m 1914. Government issued a notification in 1914. 
guaranteeing to issue sterling drafts on the Secretary of 
State in London. The silver branch of the Gold Standard 
Reserve was also abolished in 1914 by the transfer of 6 
crores of rupees held in the silve~ branch to the Paper 
Currency Reserve for an equivalent amount of gold. 

3. INDIAN CURRENCY 1914--1920 

Having learnt in the crisis of 1907-08 how to u~e 

their gold reserves for the, support of exchange, Gowrn· 
ment were fully prepared to meet the weakening of ex· 
change which was the immediate result of the outbreak 
of war. Between 6th August, 1914·, and 28th January, 
1915, Reverse bills were sold to the extent of £3,707,000. 
Reverse bills were again sold in 1915-16 (£4,393,000) and 
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between November, 1918, and April, 1919 (£5,465,000). 
Apart from these temporary periods of weakness, our 
currency troubles during the greater part of the War were 
due, not to a falling rupee, but to a rupee whose exchange 
Yalue rose to unexpected and unprecedented heights. 

A gold exchange system is an artificial system in the 
~ense that the rate of exchange. under this system does not 
·depend upon the intrinsic value of the silver coin. 
Before 1293, every fall in the price of silver reduced the 
exchange value of the rupee, but during the whole period 
between 1899 and 1916, the fluctuations in the price of 
silver exercised no influence upon the course of the rupee 
exchange. Exchange rose and fell according to the· supply 
of, and lhe demand for foreign bills. The exchange value 
Qf our r~pee was thus completely divorced from its bullion 
value. 

But it should not be supposed that as soon as a country 
has conferred an artificial gold value upon i.t'5!-·sllve~ ·~oin;· . 
the market price of silver becomes a matter of indifference. 
Violent fluctuations in the price of .~ilver in either direc· 
tion would destroy the syst~m, qr,· make it impossible to 
work. The essential feature of a gold exchange system is 
the me, for purposes of internal circulation, of a token 
coin which is convertible into gold for foreign remittances 
at a more or less constant rate. When a token coin ceases · 
to be a token coin, on account of the rise in the value of 
its metallic content, the gold exchange t.ystem automati· 
cally ceases to exist. It thus appears that the existence 
of the gold exchange system and its successful operation 
depend upon steadiness in the value of silver. . For the 
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purposes of the gold exchange system it is comparatively 
·a matt~r of indifference whether the ratio of sih·er to gold 
is high or low, hut it is not a matter of indifference whether 
the ratio is steady or subject to frequent and viol&nt 
changes. 

This aspect of the question was duly considered by the American 
Commission on International Exchange of 1903. In the arguments 
submitted by the American Commission to the foreign Commissions 
there was a whole section devoted to " Considerations regarding the 
price of silver." "Whether the absolute price of bar silver be high 
or low,, wrote the American Commission, " is a matter of com­
paratively slight importance, i~asmuch as the ratio could be fixed 
to correspond, provided the price remains steady; but if after a 
ratio had been once fixed, the price were to increase decidedly (s() 
that the hulli«;m value of coins exceeded their nominal value) the 
coins would he melted down and the system would be destroyed. 
On the other hand, if the price of silver were to fall very ]ow, the 
burden of maintaining the parity would be heavier, inasmuch as 
a l~q~ld reserve fund might he required to maintain confidence. 
it is extrem~1y--d~irable, therefore, especially for the countries that 
are somewhat weak b:nancially, that the price of silver bullion Ehould 
remain steady at a point~_omewhat near the ratio agreed upon:~• 

In India ~ttention 'i1ad.heen concentrated on deYising 
means for preventing the r~pe~ 1rom falling below a 
certain level. The possibility of a rise in the rupee much 
above its gold parity was never seriously considered by 
Government or any one else. This is certainly curious 
in view of the fhct that the rise in the price of siher in: 
1906-07 caused the gold exchange system of several 
countries to collapse, though it did not affect us. 

• Stability of Internotion.Jl Exchange, Wasl1i1lgton, 1903, p. Ut 
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The rise in'the price of silver in September, 1917, to 
55d. put an end to our gold exchange system. The rupee· 
ceased to be a token coin-there was profit in melting 
and exporting it. As the price of silver continued to rise,. 
the maintenance of the old ratio, 16d. to the rupee, became 
impossible. The rise in the cost of production of the 
rupee compelled the Secretary of State to raise the price 
of rupees. The minimum rate for Immediate Telegraphic· 
Transfers, which on 28th August, 1917, .had been fixed at. 
Is. Sd., was raised to 1s. 6d. on 12th April, 1918, Is. 8d. 
on 13th May, 1919, ls. 10d. on 12th August, 2s. on 15th 
September, 2s. 2d. on 22nd November and 2s. 4d. on 12th 
December, 1919. 

A contributory cause of the rise in exchange was the 
strong demand for rupees due to the heavy balances of trade 
in India's favour. But even without the assistance of the 
favourable balances of trade the rise in the price of silver 
was sufficient to destroy ?ur system. If the rise had occurred,. 
not during the war but before the war, the collapse of the 
gold exchange system would have been as complete as it was' 
during the war. It should be recognised that the collapse . 
of the. gold exchange system was due, not so much to war 
causes, as to the simple fact that the price of silver rose· 
above the bullion par of the rupee. 

When the price of silver rises so that the intrinsic value­
of the token coins exceeds the face value, the gold exchange 
system can be re-established either by raising the gold par 
or by debasing the token coins. The majority report of the· 
Babington Smith Committee, appointed by the .Secretary of 

· State in May, 1919, to consider the Indian currency situation,. 
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recommended the raising of the exchange value of the rupee 
to 2s. (gold). The chief objection to the reduction in the 
weight or fineness of the rupee was that it would " react 
gravely on the credit of the Government and possibly lead 
to serious social and economic consequences."* The 2s. 
rate was chosen as the Committee believed that if the ex· 
-change value of the rupee was fixed at a figure lower than 
this, the_ rupee could not be established as a token coin . 

. 'The price of silver throughout 1919 was high and in Febru· 
.ary, 1920, it reached the high water-mark of 89-i-d., and it 
~eemed probable that for many years to come it would re· 
main at a high level. Recoinage being impossible, a stable 
gold exchange standard could be ensured only by raising 
exchange, and raising it enough to make the rupee safe 
from the melting pot. 

Indian press comment on the recommendations of the 
majority report of the Babington Smith Committee was 
unfavourable. The effect of a high exchange in stimulating 
imports was one of the chief grounds of objection to raising 
the exchange value of the rupee. 

In so far as a high exchange encouraged imports, it 
would favour the British manufacturer at the expense of his 
Indian rival. "High exchange," said Mr. Ainscough, 
"'' places the British nianufact~rer in a more favourable 
condition vis-a-vis his-competitor in India. On the whole, 
therefore, his material interests would appear to be best 

· served by the fixation of exchange at as high a rate as may 
be possible under the circumstances."t 

* Para. 38 oj the Report. . 
t P. 38 of Mr. Ainscough's Report on t11e Conditions and Prus['od~ uf 

.British Trade in India at the cloae oj the War. 
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The report of the Indian Currency Committee was 
well-received Ly the British press, as may be judged from 

the following extract from an article on " Trade and the 

New Rupee Basis" in the Times Trade Supplement of 
fd,ruary 7, 1920. 

"Apart from the poc:;sibiliti~s of international action, 

the hope of arre:;ting sterling depreciation lies in increasing 

production in the United Kingdom, with consequent large 

1.1hipments ahroad, "iO that our former position as a crf'ditor 
country may be ultimately rest(,red. The immediate efTect 

of the n~w sterling rate of rupee exchange should be that of 
stimulating our exports to India, while restricting our pur· 
cha~t·s therefrom. The report of the Committee referred 

to in detail elsewhere naturally avoids laying great stress on 
the point, Lut it is one which appeals to r,ur manufacturers, 
as is slwwn· by the favourable opinions with which the 

rrrommendations have been received in the industrial 
r;~_lrth." 

The Government accepted the recommendations of the 
majority report of the Babington Smith Committee. The 
attempt, however, to maintain exchange at 2s. (gold) did 

not succeed. 

The hif•tory of our exchange during 1920 may be divided into 
three pcriods:-

(a) From the adoption of the report of the Babington Smith 
Committee in February to June 2·t when Government lowered the 
rute to ls. un d. for Telegraphic Transfers and ls. 11 lad. for 
Deferred~. · 

(b) Front.June 2·t to September 28 when Government withdrew 
tlie :-ale of Reverse hills. • 
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(c) The period of uncontrolled or free exchange after Sep· 
1ember 28. 

(d) The adoption of the report of the Babington Smith Com­
mittee raised the rate of exchange from 2s. 4d. to 2s. 10~'2d. In 
.order to maintain the 2s. (gold) rate, it was· decided to fix the rates 
for Reverse Councils in accordance with the ratio of Rs. 10 to the 
.Sovereign, making allowance for the depreciation of sterling on the 
basis of the latest rate for the dollar sterling exchange. Immediate 
'Telegraphic Transfers were sold on 5th February at 2s. 8Jgd.; at the 
following sale the rate was raised to 2s. lOUd. k. the Government 
rate was higher than the market rate the amounts offered at the~e and 
subsequent sales were largely over-subscribed. The Comptroller of 
Currency in his report for 1919-20 says:-

~~ When at the commencement of February the rate for Reverse Cuuncils 
'Went to 2s. 8Hd. the market rate for Telegraphic Transfers on London 
was quoted at 2s. 7id. At these rates an ovemhelming demand for ster.ling 
remittance arose and tlie Reverse Councils sold were insufficient to lmdge 
'the gap between the demand for sterling- retnittance and the dernand ior 
remittance to India.." 

On February 19, £2,000,000 was offered at a difference of about 
3d. over the market rate; the applications were for no less than 
£122,333,000. In March the difference between the Bank· rate for 
Telegraphic Transfers and the official rate was about 1 ~2d. and appli· 
rations fell off to £56,295,000. The difference fell to about one 
penny in April, but by the middle of May it had increased to -t~jd 
and applications were again received for more than £122,000,000. 
At the sale on 15th June, for a third time, while £1,000,000 ''a<; 
-offered, tenders were received for upwards of £122,000,000, the 
(lifference between the Government rate and the market rate being 
more than 7d. 

Having regard to the fall in the market rate for sterling Go• ern· 
ment, as stated above, lowered the rates to 1s. ngd. for Telegraphic 
Transfers, and Is. lllffd. for Deferreds, on June 24. They frankly 
abandoned the attempt to maintain exchange at 2s. (gold), consid1'r­

ing it hopeless. According to the Currency Committee the rate for 
Immediate Telegraphic Transfers on London was·to be based on fk 



CURRENCY AND EXCHANGE· 287 

~tPrling equivalent of 11·33016 grains of fine gold as measured by 
the prevailing doll&r-sterling exchange. The equivalent was 2s. Sd. 
per rupee, while the new Government rate was ls. llH d. 

(b) The weekly offer of sterling drafts on London continued 
till the end of September, when the Government withdrew the offer, 
not without " reserving to themselves the right of resuming these 
~ales should circumstances, in their opinion, at any time subsequently 
render resumption expedient." 

Thus en,led the attempt of the Government to stabilise exchange 
in accordance with the recommendations of the Babington Smith 
Commitll~e. 

From January to September, 1920, Reverse bills to an amount 
of £55,000,000 were sold, which figure constitutes a record in the 
annals of our finance. The bills were sold at rates which very 
often were "absurdly cheap compared with the market value" (The 
Times, London). "The favoured allotments. of the bills,'' in the 
words of the Indian trade correspondent of the Manchester Guardian 
Commercial " Lecame a very grave scandal." 

(c) Exchange fell rapidly in October ( 1920). The situation 
was tersely sum~rised by a Calcutta merchant who, when questioned 
by a correspondent of an English financial paper, said that there was 
no exchange. To support exchange Government raised the embargo 
on the export of wheat from October, 1920, till March, 1921. A 
total export of 400,000 tons was allowed.· There was, in 1919-20, 
as compared with 1918-19, an increase of 26 per cent in the area 
under wheat, and of no less than 3t per cent in the yield, which 
was estimated at 10,092,000 tons. The wheat exports, however, did 
not exerdse ·any perceptible influence on exchange. On 28th 
Du:ernLcr, 1920, the rate for Telegraphic Transfers was Is. 5d. per 
TIIJ.It>:e, and it continued to fall until on 1\larch 9, 1921, only 15d. 
(,ould l•e purchased with a rupe-e. Then it rose a little, but thr~~gh­
out the remaining eight month!'~, till the end of the year, it remained 
.a little Lclow ls. td. sterling (about I3d. gold). 
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The entirely unexpected fall in exchange imolved 
our importers in serious losses and many of them refused to 
meet their obligations. What a fall in exchange means to 
importers may b~ shown by an example. At 2s. goods 

. of the value of £1,000 are wor.th Rs. 10,000. When ex· 
change falls to ls. 4d., Rs. 15,000 must be· paid to take 
delivery of the same goods-a loss of Rs. 5,000. It is not 
surprising that many importers tried to back out of their 
contracts. Faced with bankruptcy, they cancelled the pur· 
chases they ~ad made. · 

The action of our importers in refusing to meet their 
obligations cannot be defended, but in many cases such 
refusal was due to real inability to pay. It should also be 
remembered that ·Government had accepted the recommen· 
dations of the Babington Smith Committee; and attempted 
to stabilise exchange, as we have seen, first at 2s. gold, and 
then at 2s. sterling. In these circumstances it was ~atural 
for people to think that exchange would not fall below 
2s. sterling, and when exchange fell below that rate ther 
thought Government was to blame for it. 

The fall in the rupee was accompanied by a fall in the 
price of silver; and there was a close connection between the 
two movements. The year'1920. will rank as one of the 
most eventful years in the history of silver and of the rupee. 
As we have seen, it saw the rise or' the rupee to the highest 
level ever recorded during 'the last 75 years, and an equally 
sensational fall. The price. of silver also varied between 
very wide limits in .1920, 89!d. in .February and 38~d. in 
December. The price of silver exereisep an importaut 
influence, ·not only on the rupee but on the currencies of 
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other Eastern countries. For example, the highest quota· 
tion f~r 'the Hongkong Dollar in London in February, 1920, . 
was 6s. 2d. and the lowest in December, 2s. lid.; similarly 
for the Shanghai Tael, the highest quotation in 1920 wa·s 

9s. 3d. and the lowest 3s. 10!d. The rise in the price of 
silver re-established the connection between the exchange 
value and the bullion value of the rupee which had existed 
before 1893, and when the price of silver fell, the exchange. 
value of the rupee fell with it. The fall ·'in silver is 
attributed to the cessation of the Chinese demand, the 
absence of purchases by the· Indian Government and the 
absence of buying by the European mints. During 1920 
France and her partners in the Latin Monetary Union 
meltrd down and sold practically the whole of their 
silver currency. A certain section of the British 
press held France responsible for breaking the Eastern 
exchanges. 

The accompanying chart . shows th~ e;<change value 
and the bullion value of the rupee from 1873 to 1932. It 
will be seen that the fall in exchange from 1873 to 1895 
was in consequence of the fall in the bullion value of the 
rupee. From 1895 to 1898 exchange rose, and from 1898 
to 1915 it remained stable at 16d. Dui:ing the whole of 
this period the price of silver exercised flO influence on the 
movements of exchange. But the connection between 
exchange and the bullion value of the rupee was re~ 
cstaLli~heJ during· the War when the price of silver 
began to rise rapidly. The two curves move in the 
same direction in the years 1915-1922; ·~hen they again 
separate. 

F.l9 
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ExcHANGE AND PrucE oF SILVER, 1873--1932 

Exchange d. Silver d. per oz. Bullion value of 
per Re. theRe. d. 

1873 22·81:! 59·25 22·02 

4 22·88 58·31 21·67 

5 ' ~· . 21·75 56·88 21·14 

6 20·56 52·75 19·61 

7 21·38 54·81 20·37 

8 20·56 52· 56 19·53 

9 19·94 51·25 19·04 

1880 0, 20·03 52·25 19·42 

1 19·75 51·69 19·26 

2 20·33 51·63 19·19 

3 19·83 50· 56 18·79 

4 19·81 50·63 18·14 

5 18·83 48·63 18·07 

6 17·94 45·38 16·86 

7 17·28 44·63 16·58 

8 16·53 42·88' 15·93 

9 16·63 42·69 15·86 

1890 18·53 47·69 17·72 

1 17·22 45·06 16·74 

2 15·25 39·81 14·79 

3 15·03 35·31 ,13·12 

4 13·5 28·94 10·75 

5 13·34 29·88 '11•10 

6 14·44 30·75 11·43 

7 15·28 27·56 10·24 

8 16 26·94 10·01 

9 16·11 27·44 10·2 
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ExCHANGE AND PRICE OF SILVER, 1873-1932-(Contd.) 

Exchange d. Silver d. per oz. Bullion value- of 
per Re. theRe. d. 

1900 16·09 28·25 10·5 
1 16·07 27·19 10·1 
2 16·06 24·06 8·94 
3 .. 16·13 24·75 9·2 
4 16·15 26·33 9·3 
5 16·15 27·81 10·33 
6 16·31 30·88 11·46 
7 16·34 30·19 11·22 
8 16·16 24·38 9·06 
9 16·38 23·69 8·8 

1910 16·31 24·63 9·15 
1 16·31 24.·56 9·13 
2 16·34 28·03 10·42 
3 16·38 27·56 10·24 
4 16·38 25·31 9·41 
5 16·31 23·69 8·8 
6 16·50 31·31 11·63 
7 17·06 40·83 15·19 
8 18·25 47·56 17·67 
9 22·09 57·06 21·2 

1920 24·63 61·44 22·83 
1 16·63 36·88 13·7 
2 15·85 34·44 12·8 
3 16·38 31·94 11·87 
4 17·63 3·t .12·63 
5 18·44 32·13 11·94 
6 18·25 28·69 10·66 
7 18·13 26·03 9·67 
3 18·34 26·75 9·94 
9 18·34 24·44 9·07 
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E~CHA.I.~GE AND PRI~E OF SILVER, 1873--1932..-..,(Contd.) 

Exchange d. Silver d. pe! oz. Bullion value of 
per Re. the Be. d. 

1930 18·06 17·69 6·56 
I 18·25 14·59 5·~2 

2 18·98 17·8-t (}.(i') 

Notes.-Exchange. on London at !our months' sight; from 18i3 h l.~Sl 

at six months' sight. Yearly average. Price of silver in LonJon pe-t· 
standard oz. Yearly average. • 

(Source : Statistical Abstract fol' British India..) 

'fhe rupee contains 180 grains' of ~ilver 11/12 fine, or 165 grains of 
fine silver. '\\'"ben the price of silver in London is 43d. per oz. the value 
of the metallic content of the rupee is 15·979d. (making no allowance for 
cost of \'eduction to bullion). · · ' 

4. THE GoLD BULLION STA:t,"DARD 

We have seen that the attempt to stabilise exchange at 
2s. failed in 1920. Soon after the publicatio~ of the 
Report Of the Babington-Smith Committee economic condi­
tions began to change so rapidly as ~o make the proposals 
of the Committee regarding exchange stabilisation impracti· 
cable. There was in the first place, as we hav~ seen, a 
rapid .and unexpected fall in the· price of silver, and in the 
~econd place, the beginning of a heavy fall in commodity 
prices all over the world. 

The rate of 'exchange for Calcutta Telegraphic 
Transfers on London (average. of .daily rates) was 2s. 
Oi"2d; in.1920; it feH to 1s. 4-s1

2 d. in 1921 and ls. 3 Hd. 
in 1922. E~ch~nge grad~ally rose after July, 1922. The. 
average of daily rates for· each month of the year 1922 was 

'less than ls. 4d.; but in 1923 it never, fell below that lerel, 
and i~ December, 1923, it exceeded Is. 5d. , The average 
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rate was Is. 4~9-gd. for the whole year 1923; Is. S!d. for 
I924 and Is. 6d. for the first nine months (January to 
September} of I925. In August, I925, a Commission, with. 
1\lr. Hilton-Young as President, was appointed to examine 
and report on the Indian exchange and currency system and 
practice. This wa~~the second Royal Commission, as the 
Babington·S~ith Committee was the third Committee, 
which, since I892, was called. upon to make proposals 
regarding Indian currency reform.* 

The Currency Commission recommended the adoption 
·by India of. the gold bullion standard. The gold exchange 
standard was defi~itely~·condemned by the Commission as 
unsatisfactory. · We have the important admission that the 
gold exch~nge standard. does not work automatically, and· 
that it is not 'elastic. " The automatic working of the 
e~change standard," says the Report (para 16), " is thus 
not adequately provided for in India, ~nd never has been " 
(italics mine) .. The Report refers to "the absence of 
contraction on occasions when the currency authority has 
had to sell sterling exchange." In I920 the consequences 
of t)1is were " disastrous." And the Report adds: 

" There must ever he danger of such disaster under a system 
which does not automatically enforce contraction of internal currency 
concurrently with the depletion of Reserves." 

• Currwcy Committoe or CommiSSion 

1. Herecbell Committee 

2. hJ\vler Committee 

3. Charuberlain Commission 

4. Do.bington-Smitb Cornn;Jittee 

5. Hilton·Young Commission 

Year of appointment 

1892 

11398 

1913 

1919 

1925 
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These remarks wpuld undoubtedly be read with interest 
by certain official apologists who, like Mr. Findlay Shirras, 
regard the gold exchange system as an " improved gold 
standard," as " a system of money which has become and 
must become increasingly popular," and who were lost in 
admiration of " the beautiful elasticity of our currency 
system."* 

The main recommendations of the Currency Com· 
mission may be briefly summarised as follows:-

When the gold bullion standard is introduced, the 
. currency will consist of silver rupees and notes, which will 

be directly conv~rtible ~nto gold bullion. There will be 
n9 gold in circulation. 

The paper currency will cease to be convertible by law 
into silver coin (para 69). 

The chief feature of the g~ld bullion standard is the 
convertibility of token money directly into gold bullion for 
all pl1:_rposes. The Currency Commission attached great 
importance to it. Under the old system paper money was 
convertible by law only into silver rupees, which are them· 
selves token coins. By making notes convertible by law 
into gold bars for all purposes, " a more solid right of 
convertibility is attached to them than they have ever had 

*Indian Finance and Banking 1920, p. 37. 
"The Indian currency system of to-day is, however, quite as aut?aJa:i'.' 

as it was preYious to the closing of the :Mints to the free coina;_.:e oi eJ!~·er.' 
. (Datta'& Report on prices, para 228.) 

The Chamberlain Commission of 1914 denied ·that the gultl e~chan;;ll 
system gave India " an artificial and managed currency." '' It is n.,, 
in fact possible for the Government of India.," says the Report d tLo 
'Chamberlain Commission (para 66), "to manipulate the currency, and. they 
cannot add to the active circulation of the currency except in rcsponae to 
public demand.'' 
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since silver ceased to he a reliable standard of value 

(para 69). Para 61 of the Report states: 

"For the purposes of India this standard [gold bullion 
standard] fulfils the essential condition, that it should be not stable 
only, but simple and certain. It provides the token currency with 

. a right of convertibility that is intelligible to the uninstructed, and 
with a backing that is tangible and visible." 

This recommendation of the Currency Commission 
has been misunderstood. It has been thought that 
under the gold bullion standard token money will be 
freely convertible into gold, not merely for export, but 

for internal purposes. It was easy to make this mistake; 
for the " uninstructed'.' could not be expected to see the 
" tangible and visible " backing of the token currency, 
unless token money was freely convertible into gold for 
internal use. 

In theory token money, under the gold bullion 
standard, will· be convertible into gold for all purposes; 
in practice it will be convertible into gold only for 
export. 

In para 64 of the Report it is explained that gold will 
not be sold by the currency authority cheaper than the 
market rate. The wholesale bullion market which exists 
now is not to be destroyed. If the currency authority were 
compelled to sell gold at a price exactly corresponding to 
the par value of the rupee (i.e., cheaper than the market 
rate which includes the cost of import), the consequences 
will Le serious:-

"Apart from practically destroying the wholesale bullion 
market, the currency authority would inevitably become involved in 
the prrformance of a task which does not properly belong to it. Its 
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primary duty of maintaining the monetary unit at parity with gold 
would be made far more difficult •••. "* 

Now suppose that a large amount of gold was ivanted 
for internal use _and the gold reserves of the Bank began to 
disappear. To meet the loss .of reserves owing to an 
internal drain the Bank would be forced to restrict credit. 
This, says Schedule I, " would have highly injurious 
reactions on the internal economy of India, and should 
consequently be avoided.'' Therefore, 

"It is required so to frame the Bank's obligation to sell gold as 
to make it unprofitable for gold to be bought from it except in 
circumstances in which .it would be profitable to do so for purely 
monetary purposes." 

"The purely monetary purposes" referred to in 
Schedule I relate to gold for export, and not to gold given 
for hoarding or for making ornaments. ·Gold bullion can­
not be used for the purpose of circulation within the country, 
and it is used for monet11ry purposes· only when it is sent 
abroad in settlement of foreign obligations. 

It is thought that even when the balance of trade is 
in India's favour (and consequently, the rate of exc.hange 
above Is. 6d.) the currency may need to be contracted, and 
the Reserve Bank must sell gold to the public in order to 
reduce the volume of ou~ token currency. This is not how 

* Schedule I is even more explicit : 

" The reserves," it says, " exist to assure the ruainteoance at parity 
with gold of the purchasing power of the monetary unit, i.e., to meet purely 
monetary needs. It is evident that if they can be drawn upon in tbe 
ordinary course to satisfy non-monetary purposes to anything but a minor 
extent, the Bank's primary task, via., to maintain the external value (,f 
the currency, will be jeopardised." 
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the Currency Commission have argued. In para 115 of 
the Report they state: 

"And if the exchanges are stable, and keep within the upper 
or lower gold points set by the fixation of the price al which the 
Reserve Bank undertakes to buy and sell gold, it will not be called 
upon either to buy or sell gold." 

The Reserye Bank will Le called upon to sell gold only 
when, as the result of an adverse balance of trade, the 
exchanges turn against India. 

It ~hould be clear that so far as the ordinary holder 
of rupf'es or notes is concerned, he would not be able to 
convert them into gold. When he wants gold he must buy 
gold in the baz~r, as at present. 

It wiJl be seen that from the point of view of con· 
vutibility there is no fundamental difference between the 
told eAChange system aud the gold bullion standard of the 
Currency Commission. The essential feature of both is 
1hat the intcrn.al currency consists of tok~n money; which 
i~ cnnvertible into gold for the payment of international 
indebtedness.* 

*"In ap!'Jying Ricardo's proposals to India,'' wrote Mr. Lindsay, 
" littlo modific11tion is ne-ce~sary either of the proposals or of Indian 
'''lrrCilty u.naugeuwuts. The only change in the proposals will be the 
sub~!itnli .. n of ~terling money for gold bars, and rnpce8 for paper money." 
Wicardn's Exchange Remedy by A.M.L., p. 8.) 

I 1r. Edwin Cannan, in hie evidence before the Curren('.y ComruiHsion, 
tl'uH rotnruenled on the dl!Ierence hrtween tile gold exchange syelem and 
t\,e gold Lullinn Rtnndard : 

.. 1 liJink when yon get on to lbe bare bones or the gold ex~hange 
rntfm then· is very little difference between tLe t"o; sontc people ~ny 
tlwt. thi~ <'ountry [England] is on a gt•ld exchange stn.ndal'll ~y~trm now." 
"Ev1drn<::e Vol. Y. P. 1G2, Q. 13,210. 
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. . . 

For the satisfactory working of the gold· exchange 
system it is not essential that notes should be printed on 
s'iiver. WheJ?. our paper money ceases to be convertible 
into silver rupees, we shall have what is regarded as the 
" ideal " currency system, that is, a currency system. in 
which the internal currency consists of paper, convertible 

·into gold for the settlement of foreign obligations. Para 
56 of the Report ·says:-

• " It is argued by many who advocate the introdu~tion of a gold 
currency, that a token currency of notes inconvertible for internal 
purpose is the ideal ~nd towards which l~dia should work. The­
scheme outlined below carries India very far along the road towards­
that end •••• " 

A Memorandum* on a gold standard for India was­
submitted to the Commission by Mr. H. Denning, Controller 
of Currency. The Memorandum represented the result of 
discussions between Sir Basil Blackett (Finance Member, 
Government of India), Mr. McWatters (Secretary to the 
Government of India, Finance Department) and Mr. Denning, 
but it was not put forward as an expression of the views of 
the Government of India. 

The niain defects of the pre-war currency and exchange 
system, discussed in the Memorandum, were as follows:­

(a) The currency system was liable to break down, as 
. it actually did during the war, when the price of silver rose 
above the bullion par of the rupee. . 

(b) The rupee was linked to sterling only, and the 
system ceased to be a gold exchange standard as soon as 
sterling depreciated. 

• Appendix to the Currency Report, 1925·26, II, 43. 
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(c) The Government were under no statutory obliga· 
tion to sell gold or gold exchange at a fixed rate at a time 
of exchange weakness. 

(d) When Reverse Councils were sold, Government 
could arrange by borrowing from the Gold Standard 
Reserve to meet sterling payments on account of the Revers~ 
Councils without affecting the amount of currency in 
circulation. The circulation, thus, was not automatically 
reduced, but such decrease depended on the action of 
Government. This is shown by the following statement:-

Amount of Rupees rP-ceived Amount of contrae-
Years. Reverses sold. fnr nevcrses sol~. tion effected, 

. £1000. Rs. Lakha . Rs. Lakbs. 

1907-08-09 8,053 12,16 12,16 

1909-10 156 24 Nil 

1914-15 8,707 13,16 1,05 

1915-16 4,893 7,38 i 34 

1918-19 5,315 7,03 Nil 

1919-20-21 55,532 47,14 34,63 

(e) The effective regulation of the money market was 
impossible as the currency and the banking reserves were 
controlled by different authorities, the former by the 
Government and the latter (in so far as it was controlled at 
all) by the Imperial Bank. · 

It is admitted in the Memorandum that defects (b) an~ 
(c) could be completely remedied even under the gold ex· 
change standard by imposing a statutory obligation on the 
currency authority to buy and sell gold and gold exchange 
at fixed rates. As regards the other defects, while the 
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management of the note-issue can be handed over to a 
Central Bank, so long as the rupee is the principal form 
of money and unlimited legal tender, a separate reserve 
must be maintained by Government to provide again:t a 
return of rupees from circulation; the entire system must 
.aho remain exposed to the danger of a rise in the price uf 
silver. The two defects (a) and (d) can be remedied only 
by the adoption of the gold bullion standard or the go1d 
standard with a gold currency in circulation. The l\lemo· 
rand urn thus comments on these alternatives:-

" Undoubtedly the ideal to be aimed at is the system now in 
force in Great Britain, under which the note is the sole legal tender 
in circulation, and ·the gold value of sterling is stabilised by the 
.statutory obligation imposed on the Bank of England to buy and sell 
gold at rates corresponding toughly to the par of exchange. It is 
impossible, however, to hope that ~onditions in India will for 
generations be such that a full legal tender metallic currency ,.,j]] 

he no longer necessary. If therefore a gold currency is not intro· 
duced, defects in the Indian currency and exchange system mu~t 
remain indefinitely. There is, moreover, reason to suppose that the 
introduction of a gold currency would hasten the attainment of the 
ideal system, as the fact that notes were convertilJle into gold ttnd 
not merely into an overvalued silver coin would tend to increa~t~ 

<:0nfidence in the note-issue and to decrease the demand for metallic 
<:urency. The conclusion is that the only way of remedying all 
the defects in the system within a reasonable period is by establi~hing 
a gold standard with a gold currency in circulation." 

A practical scheme for the introduction of the gold 
-currency standard by stages was outlined in the l\1emo· 
randum. The estimated amount of gold required for the 
I •arpo~e was £103 millions; of this amount £15 millions 
v.·as required at the time of the initiation of the first st3ge, 
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a further £35 millions within a year, and the remainder 
over a period of ten years. 

The scheme was rejected by the Currency Commission. 
The Government accepted the main recommendations 

of the Currency Commission, and in 1927 the exchange 
value of the rupee :was fixed at 18d. gold. The arguments 
for and against the 18d. gold rate, the abando.nment of the 
gold standard and the linking of the rupee to sterling on 
21st September, 1931, are discussed m India in the 
Crisis. 

The question of a gold currency is no longer a 
practical one. But it is a fact that India would prefer an 
automatic. system of currency, based on a circulation of 
gold coins, to the bullion standard of the Hilton-Young 

. Commission. A genuine dem.and for gold for currency 
purposes existed in India before the War. After the 
sovereign bee~ me legal tender ( 1899) ,the. import and 
absorption of sovereigns into circulation increased rapidly, 
and official inquiries showed that the sovereigns were used 
as money. 

The attitude of the people of India towards gold is 
different from that of their Government. This is shown not 
only by the Government view of gold exports but by Govern· 
ment currency and exchange policy between 1901 and 1920. 

The gold exchange standard was recommended for 
India by Mr. Lindsay chiefly on · the ground that under 
this system the demand for gold is reduced to a minimum. 
On page 12 of his pamphlet entitled Ricardo's Exchange 
Remedy (1892), Mr. Lindsay thus explains the advantages 
of the gold exchange system. 
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"In this way a gold standard might be established zn 
India without risk and considerable profit to the State 
and the Bank of England, and with advantage to the 
London money market. There would be no increase in 
the demand for gold, and little decrease, if any, in the 
demand for silt:er." 

The main object of the sale of Council Bills by the 
Secretary of State for India in excess of the Home Charges 
was to reduce the movement of gold from England to 
India.* Again in 1920, one of the reasons for fixing the 

"Mr. 0. T. Barrow, who gave evidence before the Chamberlain 
Commission as .the representative of the Government of India., frankly told 
the Commission that it was " desirable to check the excessive importatiolJ 
uf gold into India." If gold was allowed to come to India, it would be 
used for currency or for hoarding. In either case, said Mr. Barrow, " if 
it went into the country and stayed there, it would mean a further drain 
of gold from England. It must mean a further drain, whichever it is." 

Another witness, Mr. W. B. Hunter (of the Presidency Bank of Madras), 
who gave evidence before the same Commission, thus replied to Sir James 
Begbie'a questions regarding the Council Bill system :-

Q.-Yon also favour the Council Bill system with the object of reduciDg 
the movement of gold coin from Europe to Iuclin ?-This is so. 

Q.-Your object i~ to prevent gold coin coming into India?-'To prevelit 
unnecessary gold coin being withdrawn from London at times of press•J:·e, 
as I bold that a tight money market reacts on the Indian export trade. 

Q.-Your object is to prevent ilieturbance of the London money market.? 
-That is my chief object. 

Q.-You propose to achieve that by sale of bills in London w tLe 

Extent that would be sufficient for that object ?-Yes. 

Mr. Lindsay before the Fowler Committee of 1898 : 

Q.-3593. Do you think this [gold curren~y for IndiaD would, under the 
circumatances, lead to an in furious appreciation of the standard or "Value? 
-I .think, myself, that the two Ulles of gold combined, for hiarding anJ 
for mternal circulation, would be so enormoue that it would create a serious 
<listnJ bance in the Lonilon money market. 
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exchange value of the rupee at 2s. (gold) was to- lessen 
India's demand for gold.* 

NET IMPORTS OF .GoLD, 1855-56 TO 193~·35 

Year.t Lakhs. Yea.r.t Lakhs.· 

1856 2,51 1863 6,85' 

7 2,09' 4 8,90 
I 
~ 

8 2,78 5 '9,84 

9 4,43 6 . 5,72 

1860 4,28 7 3,84 

l 4,23 8 4,61 

2 5,18 9 5,16 

* " The fear is thought to exist that under free conllitious India's 
absorption of gold would diminish the chances open to other countries of 
obtaining gold to restore the value of their insufficiently backed paper issues. 
1'he amount of gold going to tndia would depe,nd on the extent to which 
silver purchases by the Indian Government displace private imports of gold 
aa a means of balancing Indian trade; a higher price limit would secure 
a larger snpply of silver, thus diminiHhing the gold taken by India. It 
follows that the fear of undue gold absorption would, be pro tanto, met by 
the prop(lRal to fix o. h4l'h rate of exchange1 which is recommended .... below 
a·s a protection of the masses in' India from the effect of high world prices 
arising out of the War. The volume of the currency would still be automatic, 
hnt the limite of the Government's cont.rol over th~ proportions of its conatitu· 
ent elements as between silver and gold would be extended, pro .tanto,· by 
fixing a. higher rather than a lower·limit to the Government's buying price 
of silver." (Memorandum submitted to the Indian Currency .Committee of 
1920, by, Mr. F. H. Lucas, Financial Secretary, India Office.) 

t Year ended :March. 
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NET IMPORTS or GoLIJ, 1855·56 TO 1934·35-(Contd.) 

Year.• Lakhs. Year! Lakbs. 

1870 .. 5,59 1910 .. 21.68 
1 .. 2.29 1 . . 23:98 
2 .. 3,56 2 . . 37;76 
3 .. 2,54 3 .. 34,00 
4 .. 1,38 4 .. 23,33 
5 .. 1,87 5 . . 7,65 
6 .. 1,55 6 .. -1,11 
7 21 7 .. 13.21 
8 47 8 •• 25.13 
9 .. -90 9 .. -5.5G 

1880 .. 1,75 1920 .. 35,33 
1 .. 3,65 1 . . 2.11 
2 4,85 2 .. -2.86 

3 .. 4,93 .3 .. 41,19 

4 .. 5,46 4 .. 2QJ9 

5 .. 4.67 5 .. 73.93 
6 .. 2,76 6 • • 34,85 

7 .. 2,18 7 . . 19.40 
8 .. 2,99 8 . . 18,10 

9 .. 2,81 9 .. 21,20 

1890 .. 4,61 1930 lt22 
1 .. 5,64 1 12,75 

2 .. _2,41 2 -57,98 

3 .. -2,81 3 -65,52 

4 .. 64 4 .. -57,05 

5 .. -4,97 5 -52,5~ 

6 2,53 
7 .. 2,29 

.. 8 .. 4,91 
9. .. . . 6,50 

1900 .. 9,44 
1 84 
2 .. 1,94 
3 .. 8,76 
4 .. 9,93 
5 ... 9,70 
6 .. 46 
7 .. 14,85 
8 .. 17,37 
9 .. 4,35 

• Year ended March. 



CHAPTER IX 

BANKING 

The Indian money market consists of indigenous as 
well as foreign elements. The village money-lender, the 
private banker in towns and shroffs in the Presidency 
towns form the foundation of the Indian credit system. On 
this foundation there has been erec.ted a superstructure of 
credit, a banking organisation, such as exists in a much 
more developed and complicated form in the West. Both 
the elements, Indian and foreign, perform useful.functions, 
but the ir.digenous banker plays the more important part 
in providing the agriculturist and the craftsman with the 
credit which they need, .and also in the financing of the 
internal trade of the country. 

Before the. constitution of the Reserve· Dank, the Im­
perial Bank of India did duty as a kind of Central bank. 
The Imperial Bank was founded in 1921 by amalgamating 
the three presidency banks of Calcutta, Bombay. and 
Madras. The Imperial Bank is not a State bank, but its 
connection with the Government of India was a close one. 

· The Imperial Bank kept the whole of Gover~ment 
balances on which it did not pay any interest. Before 
the foundation of the Imperial Bank Government used to 
keep a substantial portion of its balances in Reserve 
Treasuries at Calcutta, Bombay and Madras. This In· 
drpendent Treasury System was held to be in the main 

· responsible for the stringency of money in the busy season~ 
· hut its abolition did not give much relief to the money 
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market. By the terms of its Charter the Imperial Bank is 
allowed to draw, accept, discount, buy and sell bills of 
exchange and other negotiable instruments in India and 
Ceylon only. The Bank is also prevented from making a11)' 

loan or advance for a longer period than six months, and 
except on the. security of two names. 

The establishment of tlie Reserve · Bank alters the 

position of the Imperial Bank and its relations with the 
Government. 

An agreement has been concluded betwee.n the 

Reserve Bank and the Imperial Bank. By this agreement, 
the Imperial Bank shall be the sole agent of the Re:erYe 
Bank at all places in British India where there is a bra:1ch 
of the Imperial Bank. which was in exiEtence at tht com­

mencement of the Reserve Bank of India Act ( bt April, 
1935), and there is no branch of the Banking Departmen~ 
of the Reserve Bank. The Imperial Bank will receive a 

commission from the Reserve Bank for performing at 

these places, on behalf of the Reserve Bank, the function~ 
which it was performing on behalf of the Governor-General 
in Council before 1st April, 1935. Finally, for maintain· 
ing branches not less in number than those existing before 
lst April, 1935, the Imperial Bank will receive from the 
Reserve Bank a payment of 9 lakhs per annum during th~ 
first five years of the agreement, 6 lakhs per annum during 
the next five years, and 4 lakhs per annum during the 
next five years. . 

The agreement shall remain in force for 15 years, anJ · 
thereafter until. terminated after five years' notice ~n 
.either side. 
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The main business of the Exchange banks is. to finance . . . 
India's import and export trade. They viewed the pro-
posal to amalgamate the three Presidency Banks 1nto th~ 
Imperial Bank of India with a certain· amount of misgiv· 
ing, as th~y thought that the new Bank might attack their 
monopoly, i.e., the exchange business. In a speech deliver· 
eel in April, 1920, the Chairman of the Chartered Bank of 
India (Exchange Bank) said that the Exchange banks were 
not hostile to the pr_oposed amalgamation,." always provid· 
ed that the present intention· of not competing with the 
Exchange banks in their ordinary business of exchange is 
fully and honourably adhered to." .. The. Exchange banks 
have .Preserved t~eir monopoly-the Imperial Bank is not 
.allowed to compete with them in their special bq.siness and 
the Indian Joint-Stock banks, with only a few exceptions, 
have QO foreign branches, and do not enjoy the same 
facilities as the J;:xchange banks for undertaking ·exchange 
-business. 

The Reserve Bank is authorised to. purchase, sell and 
di~count bills of ~xchange (including treasury bills) drawn· 
in the United Kingdom and maturing ~ithin 90 days from 
tht-! date of purchase but 'ordinarily only through a 
scheduled bank. . 

The Exc~ange ban~s may be divided into two groups: 
banks doing a considerable portion of their business in 
India, and Banks which are merely agencies of large bank~ 
ing corporations doing business all over Asia. Their total 
number is .18. In addition to the excliange . busi· 
ness they do ordinary banking business, and thus compete 
with the Imperial Bank and the Indian Joint-Stock banks. 
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But they take very little part in the financing of the 
internal trade. 

:Our foreign trade is financed as follows. The Ex· 
change hanks in India collect on maturity the bills drawn 
on Indian importers for goods purchased by them. These 
bills are sent to the Exchange banks either direct by the 
foreign drawer or by a hank which has purchased the bill 
from the foreign drawer. . The Exchange banks also 
supply knowledge to the foreign exporter about the finan· 
cial position of the purchasing firms in India: 

With the proceeds of the import bills received by them 
for collection and the deposits they obtain the Exchange 
banks purchase the exporters' bills offered to them. But 
the balance of trade in merchandise is generally in 
India's favour. The funds that the Exchange banks 
have in India are generally insufficient for purcha:;­
ing the exporters' bills, and they have to supplement their 
resources in other ways. Till recently the Exchange banks 
did so by purchasing the Secretary of State's Council bills; 
at present they add to their funds by selling sterling to 
Government. They also import sovereigns, and gold and 
silver bullion. 

The village Mahajan, Mahajans in towns and shroff s 
in the Presidency towns, the Joint-Stock banks, and the 
Imperial Bank all take a share in the financing of the 
internal trade. The importance of the part played 
by . the 1\Iahajan in the moving of crops from the 
village to the local market called the mandi, and from 
local markets to large towns and the ports cannot be ex· 
agger a ted. He finances (a) agricultural operations, t;bich 
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is £nancing industry and (b) trade, which is a commerci~l 
function. The village Mahajan, who is the centre of the 
whole system, as the Indian vi!Jage is the centre of Indian 
t'conomic life, is not only a money-lender, but a dealer in 
grain and other goods. He possesses his own capitai, but 
has also business connections with bigger Mahajans in the 
larger towns, who deal with Jo1nt·Stock hanks., 

Hundis are used in the internal trade of India. The 
hvwli is an internal bill of exchange; A considerable 
portion of the business of Indian banks consists in making 
advances against hundis. The shroffs in the Presidency 
towns purchase hundis on their own . account, and· have 
recourse to banks for discounting hundis only when they 
have exhausted their resources. They purchase hundis , 
from smaller shroffs, and these from other shroffs in the 
flmaller towns .or villages. 

Even before 1921 the connection between the Presi· 
dency Banks and up-country trade was very close, and 
lhe opening of 100 new branches, within five years, which 
was on~ of the conditions imposed upon the Imperial 
Bank when it was constituted in 1921, was meant to render 
this connection closer still. By the rates which the Im­
perial Bank charged on the discount of hundis, and the 
extent to which it showed itself willing to buy hundis, it 
materially affected the supply of credit in the money 
market in and outside the Presidency towns. 

The conne~tion between the rates of discount charged 
by 1chroff s and the official hundi rate of the Imperial 
Bank was not alway~ a clo~e one. Sometimes in the busy 
sca:'on the shroff's rate was higher than the Bank rate; in 
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the slack season, the shroff's rate was lower than the Bank 
rate. The undercutting of the Bank by the private banker 
is possible because he has considerable financial resources 
of his own, which are employed exclusively i!l financing the 
internal trade of the country. When the Imperial Bank 
found that it was getting very little business in hundis, and 
much of its cash was lying idle, it lowered its hundi rate. 
On the other hand, when it was very hard pressed for 
money, it refused to buy new hundis. 

The growth of Indian Joint-Stock banks has been 
rapid. In 1870 the number of reporting banks was 2, 
with capital and ·reserve of 11! lakhs and deposits amount· 
ing to about 14 lakh~. In 1900 the reporting banks had 
capital and reserve of 1 1/4 crores and deposits amount· 
ing to 8 crores. Thirteen years later the number of bauks 
increased to 18, capital and reserve to about 2 1/3 crores 
and deposits to over 22! crores. The progress of the 
Joint-Stock banks in more recent years is shown by the 
following table: 

INDIAN ]OINT-STOCK BAN_Ks (WITH CAPITAL AND REsERVE oF Rs. 5 
LAKHS AND OVER); PosiTION ON 31ST DECEMBER OF EACH YEAR 

11H3. 1920. 11127. l~l::JJ. 

Reporting banks, No. 18 25 29 34 

Paid-up capital. Crores •• 2·3 8·4 6·9 7.3 

Reserve and rest 
" 1·3 2·5 4·2 4·4 

TOTAL , 3·6 .10·9 11·1 12·2 

Deposits 
" 

22.6 71·1 60·8 72·3 

Cash balances 
" 4·0 16·3 7·7 9·8 
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On 31st December, 1932, there were also working 49 
small~r Joint-Stock banks with capital and reserve between 
Rs. l lakh and Rs. 5 lakhs._ The total capital and reserve 
of these smaller banks amounted to 1·2 crores, deposits 
about 3·8 crores and cash balances 65lakhs. 

Combining the figures for the Imperial Bank, Exchange 
and Joint-Stock Banks, we find that on the same ·date the 
total capital and reserves amounted to 256 crores* and 
depositcs to 225 crores. 

The following table shows the proportion per cent of 
cash to liabilities on deposits of the sev~ral classes of banks 
on 31st December of each year:- · 

Imperial 
INDIAN JOINT·STOO:S:: 

Bank (1) 
EXCHANGE BANKS (2). BANKS i3), 

Class A. Class B. Class A. Class B. 

1913 36 19 17 18 16 
4 46 28 26 21 22 
5 34 19 41 22 22 
6 35 25 35 24 17 
7 45 40 160 25 21 
8 29 20 44 23 24 
9 31 3:i 67 21 24 

1920 30 30 58 23 18 
1925 21 13 15 19 20 

.1932 28 12 15 13 17 

(1) Before 1921 Presidency Banks. 

(2) Exchange hanks of Class A are those doing a consider· 
able portion 9f their business in India; Class B are 
hanks which are merely agencies of large banking 

*Includes ~:J~. crorea, cnpit~l and reserve of Exchange . banks. The 
fignte of Utlpoaits mcl~des deposita of Exchange banks held in India only. 
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corporations doing a major portion of their business 
abroad. , 

(3) Indian Joint-Stock banks of Class A are those having a 
capital and reserve of 5 lakhs a..rtd over; Class B have 
capital and reserve between Re. llakh and Rs. 5 lakhs. 

The percentage of cash to depo~its seems to be unduly 
low. Attention was drawn to it by J. 1\f. Keynes before 
the War, and he predicted trouble. ·The crisis in banking 
}vhich occurred in 1931 was very severe. Between 1913 and 
1917 no less than 87 banks failed with a paid-up capital of 
I! crores. The largest number of failures occurred in 1914 
( 42 banks with a paid-up capital of over 1 crore). 

The crisis was due to lack of experience and misman­
agement, and partly to the attempt to finance industries 

. with short term deposits. One may hope that the Joint· 
Stock banks are now ~iser than before. 

In spite of the r~id gro~h of banking, . considering 
the size and population of the country, banking facilities 
can only be described as very inadequate. The official 
annual publication known as "Statement Ea;hibiting the 
Moral and Material Progress and Conditwn of India" 

· for the year 1924-25 thus commented on banking conditions 
in the country. . 

" That the number of banks at present. in India. is ina de· 
quate for her needs, is clear from the fact that there are at 
present only 100 head offices with between. 300 or 400 
branch banks throughout the whole country. In some 20 
per cent of the towns, possessing a population of more than 
50,000 inhabitants, there are no banks at ail; while in the 
case of towns .with a population of 10,000 and over, the 
proportion without banking facilities rises to 75 per cent." 
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' 
The position in 1932 was as shown below:......; 

THE NuMBER OF HEAD OFFICES. AND BRANCHES OF BANKS, INCLUDING 

AGENCIES IN INDIA 

Head Office. 

Imperial Bank . 3 

Exchange Banks 

Indian Joint:Stock Banks 171 

13ranches. 

161 

83 

551 

According to the list give~ in Statistical Tables relating 
to Banks in India (1932), the number· of towns enjoying 

.banking facilities is 400. India has 914 towns with a popu· 
lation of over 10,000, and 987 towns with a population of 
5,000• to 10,000. 

The use of cheques is· increasing rapidly. Cheques 
cleared from. clearing houses amounted to 650 crores in 

· 1913 and 1577 crores in 1932. The effect of the trade 
depression on banking operations is shown by the {all in the 
amount of chequeg cleared between 1929 and 1931: 

1929 

1930 

'1931 

1932 

Cheques cleared from 
clearing Houses--Crores. 

20,38 

18,04 

15,62 

. • • 15,77 

Indian joint-stock banking is making sa-tisfactory 
progress, but Directors of Indian banks have still to learn 

. that banks exist primarily to assist agriculture, trade and 
indus try, and not to finance the Directors and their concerns. 



314 INDIA BEFORE THE CRISIS 

A CENTRAL BAXK FOR INDIA 

A Bill to establish a central bank in India, called the· 
Reserve Bank, was introduced in the Legislative. Assembly 
in January, 1927. It was described by Sir Basil Blackett a& 
" one of the greatest. measures of financial liberalism ever 
brought forward by the Government of India." 

The establishment of a Central Bank in India was. 
recommended by th~ Currency C~mmission of 1925. They 
pointed out the inherent weaknesses of · a system in 
which the control. of currency and credit was in the hands 
of two distinct authorities, tJ:te credit situation be!ng control­
led ?Y the Imperial Bank of India and. the currency situa· 
tion by the Government. The currency and banking 
reserves of the country were also separately managed. The 
unification of the control of currency and credit could only 
he brought about by the creation of a central hank enjoying 
the sole right of note-issue, and independent of the State. 
The Currency Commission recommended that the central 
hank sho.uld he a share-holders' bank, with a fully paid-up 
capital of Rs. 5 crores. In making their recommendations 
regarding the management of the central bank they kept 
in view the Resolutions passed both by the International 
Financial Confe;ence of Brussels (1920) and that of 
Genoa' (1922) to the effect that "Banks, and especially 
Banks or' Issue, should be free from political pressure, and 
should be conducted solely on lines of prudent finance.l' 
The Central Board was to be composed of 14 members, 
of wh~m 9 were to be elected· by shareholders, a maximum 
of 3 to be non;~.inated by the Governor-General in Council, in 
addition to a Managing Governor and a Deputy ~.bnaging 
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Governor. The Government was also. to be given the­
power of nominating an official member to . th'e Board· 
with the right and duty to attend and ;dvise the Board, but 
not with the right to vote. It was thought that in the­
special circumstances of India, i.e., the wide experience 
of Government in the management of the currency and the 
great importance of Government's banking and remitt~nce 

busine:Ss, it was desirable that Government should nominate 
a small minority of members on the Ce11tral Board. "'l:nis 
constitution left the Heserve Bank free from interference by 
the Executive in the day-to-day conduct of its business and 
in banking policy. · 

The Currency Commission distinctly laid it down that 
no person should be appointed President or Vice-President 
of a Local Board or should be recommended as a member 
of the Central Board, who is a member 'of the Gov~rnor· · 
General's Council, the Council of State, the Legislative· 
Assembly, or of any of the Provincial Governments or 
Legislative Councils. 

Differences arose ~n the Legislative Assembly on two­
points. In the first place the Assembly, by a majority, 
decided that the Central bank should be a State Bank~ 

secondly, the Assembly insisted on the inclusion of repre· 
sentati ves of Central and Provincial Legislatures in the 
Board of Directors. " 

Indian opinion preferred a State bank, that is a bank 
with capital subscribed by the Government, in place of -.a 
hank with private share-capital. The advantages of a 
Ehare-holders' bank are rrcognised: the board of manage·· 
m~nt is elected b~ the share-holders, and thi.s provides a 
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ready-made constituency for the selection of a representa· 
tive ~irectorate; further, members of the board have them· 
selves contributed to the capital of the bank, and they are 
accountable to the share-holders for money which they 
nave contributed. Such a bank may also be completely 
independent of the State. But the fear of non-officials was 
that in the special circumstances of India, a Central Bank 
tlirected by a body responsible only to a number of private 
share-holders, would tend to be controlled by vest~d 
interests, and that its utility to the public might even be 
endangered by a conflict of interests within the 
management of the Bank between In~ian and external 
capital. · 

As the· differences between the official and non-official 
points of view proved irreconcilable, Government announc· 
ed on 8th September, 1927, that they did not intend to 
proceed with the Bill. Later, on February 6, 1928, dis· 
<:ussion on the Bill was resumed, hut the rejection by the 
Assembly of Clause VIII, relating to the constitution of 

... the Board of Diectors, ended the discussion. 
A new Act constituting the Resen·e Bank of India re· 

-ceived the assent of the Governor-General on 6th March, 
193~. The object is " to regulate the issue of hank notes and 
the keeping of resen·e with a view to securing monetary 
stability in British India and generally to operate the cur· 
rency and credit system of the country to its advantage." 
The Act leaves the question of the monetary ~c:tandard 
best suited to India to be settled later ; it only makes 
" temp·orary provision on the basis of the existing monetary 
~ystem." 
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CoNSTITUTION 

The Reserve Bank is a share-holders' bank. The 
share capital of the Bank is 5 crores, divided i_nto fully 
paid-up shares of Rs. 100 each. The nominal value of 
the shares originally assigned to the various Registers is as 
follows: Bombay 140 lakhs, Calcutta 145 lakhs, Delhi 
115 lakhs, Madras 70 lakhs, and Rangoon 30 lakhs. 
British subjects ordinarily resident in India but domiciled 
in the United Kingdom or in the British Dominions, and 
companies incorporated iri the United Kingdom· or the 
British Dominions having a branch in British India, may 
hecome share-holders of the Reserve Bank, provided the 
Dominion concerned does not discriminate in any waj 
against . Indians. 

The Central Board consists of a Governor and two 
Deputy Gov~rnors appointed by the G!)vernor-General in 
Council, 4 Directors nominated by the Governor-General in 
Council, 8 Directors electNl on behalf of the share-holders 
on the various Registers, and one Government official 
nominated by the Governor-General in Council. In each 
of the five areas then~ will be a Local Board consisting ~f 
5 members elected from amongst themselves by the share­
holders on the register for that area aml 3 members 
nominated by the Central Board from amo~gst the same 
share-holders.* · 

• Excepting LLe Governor, Deputy Governor or the Dire,•tor nominate,{ 
by the Govcrnor·General in Conn<lil, no perAon may be a Director or· a 

~ m•~nlb(•r of a Local Doard who is a. salaried Government official or a 
~a!a.rie,J ofiki~l of a State ip India, is an officer or employee of any bank, 
or iA a Diredvr of o.ny hank other than a bank ~·;hich is a soeiety regi~leretl 
under tLe Co·operative Societies Act of HJ12. 
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THE BusiNEss WmcH THE BA~'X MAY TRANSACT 

The Bank may purchase, sell.and rediscount bills of 
-exchange and promissory notes (a) clrawn and payable 
in India maturing. withi~ 90 days and ·arising out of 
bona fide commercial or trade .transactions, (b) drawn and 
payable in India, maturing within 9 months, drawn or 
issued for the purpose of financing seasonal agricultural 
oQperations or the marketing pf crops, and (c) drawn ·and 
payable in India, issued· or drawn for the purpose of 
holding or trading in securities of the Government of 
.India, or a Local Government, or specified securities of 
States. In each- ~ase one of the signatures on the bill must 
be that of a sch.eduled bank. 

The Bank may make to .States in India, l~cal authori· 
ties and provincial co-operative banks loans and advances 
against specified securities, which include promissory notes 
of any scheduled bank, or a provincial co-operative bank, 
.supported by documents of title to goods which have been 
pledged to an_y such bank as security for a cash credit or 
.overdraft. granted . for bona fide commercial or trade 
transactions, or for the ~urpose of financing seasonal agri­
-cultural operations, or the marketing of crops. · 

The Bank may purchase. and sell Government securi· 
ties o( the United Kingdom maturing within 10 years from 
the date of purchase, and the s~curities o( the Government 
<>f India or of a Local Government of any n1aturity. The 
.amount of such securities held at any time in the Banking 
Department will he governed by. definite rules. 

The Bank will act as agent for the Secretary .of State 
in Council, the Governor-General in Council, or any Local 
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Covernment or Local authority or State in India, in the 
transaction of financial business, which has been defined. 
In addition, it will receive money from them on deposit 
(without interest) and also from banks and any other 
persons. 

BusiNESS WHICH THE BANK MAY NOT TRANSACT 

The Bank may not (1) engage in trade or otherwise·. 
l1a ve a direct interest in any commercial, industrial or 
olher undertaking, ( 2) purchase its own shares or the shares 
of any other bank or company or grant loans upon the 
security of any such shares, ( 3) advance money on mort· 
gage of immovable property, ( 4) make loans or advances, 
(~,)draw or accept bills payab1e otherwise than on demand, 
.anJ ( 6) allow interest on deposits or current accounts. 

CE~TRAL BANKING FUNCTIONS 

The Government of India and Local Governments will 
.:·ntrust the Bank with all their money, remittance, exchange 
and banking transactions in India and, in particular, shall 
deposit, free of interest all their cash balances with the 
Bank. 

The Bank will be entrusted with the management of 
the public debt and with the issue of new loans. 

The Dank will eventually take over the note-issue 
from the Government of India and have the sole right to 
issue notes. 

J\s in the case of the Bank of England, the Issue De­
partment of the Bank shall be separated and be wholly dis-
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tinct from the Banking Department. The notes shall 
be a liability of the Issue Department alone. The notes 
issued (lowest denomination Rs. 5) will be legal 
tender. 

Of the total amount of assets of the Issue Department, 
40 per cent shall consist of gold coin, gold bullion or sterl· 
ing securities. The remainder of the assets ( 60 per cent) 
shall be held in rupee coin, Government of India rupee 
securities of any maturity, and such bills of exchange and 
promissory notes payable in British India as are eligible for 
purchase by the Bank. But the amount held in Govern· 
ment of India rupee securities shall not at any tim~ 
exceed one·fourth of the total amount of the assets or SO 
crores of rupees, whichever a~ount is greater, or, with the 
previous sanction of the Governor-General, such amount 

plus ·a sum of ten crores of rupees. 
Of the assets in the form of gold or gold coin, 85 pel' 

cent shall be held in British India. 
The reserve 'requirements may be suspended (for 

periods not exceeding 30 days in the first instance, which 
may be extended by 15 days) on the payment of a tax by 
the Bank upon the amount by which the holding of gold 
coin, gold bullion and sterling securities is reduced below 
the pr~scribed minimum. The tax shall be payable 

. at the bank rate for the time being in force with an 
addition of one per cerit per annum when such holding 
~xceeds 32! per cent of the total amount of the assets, 
and of a further 1! per cent per annum in respect of 
every further decrease of 2! per cent or part of such 
decrease. 
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MAINTEN:ANCE oF ExcHANGE 

India is . at present under the Sterling Exchange 
Standard. The Bank will. maintain the 18d. sterling rate· 
by buying and selling sterling irt amounts not less· than 
IO,OOO pounds. Its selling price will be 1s. 5 49/64d. 
per rupee, and buying price ls. 6 3/16d. per rupee. So 
long as the Bank is prepared to sell sterling at 17 49/64d., 
the rate of exchange cannot fall below the lower specie 
point ( 17 3/ 4d. per rupee); similarly exchange cannot 
rise above the upper specie point ( 18 1/ 4d.) if the Bank 
is prepared to buy all sterling at 18 3/16d. per rupee. 

RELATIONS WITH OTHER BANKS 

The expression " Scheduled banks " has been used 
above. These are banks mentioned in a schedule att~ched 
to the Reserve Bank Act. The number of the banks is 50 · 
(or 49 now, the People's Bank of Northern India having 
gone into liquidation). Seventeen out of the 50 scheduled 
banks are foreign. 

Every scheduled hank shall maintain with t~e Reserve· 
Dank a balance the amount of which shall not at the close 
of business on any day he ,less than 5 per cent of the demand .' 
liabilities and 2 per cent of the time liabilities of such 
bank in India. (The liabilities in this connection sh~ll 

not include the paid-up capital or the reserve, or any 
nedit balance in the profit and loss account of the bank, or 
the amount of any loan ta~en from the Reserve Bank.) 
\Ve(~kl y returns ·shall be submitted by every scheduled bank 
to the Govern~r-General in Council and the Reserve Bank 
showing, among other things, its dcma~d a~d time liabili· · 

F. 21 
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ties, its balance at the Reserve Bank, and the amount of 
advances made and of bills discounted by it. The Re~erve 
Bank will also submit a weekly return of the Issue and of 
the Banking Department to~ the Governor-General in 
Council. 

It. is thought that the percentages for minimum reserve 
balances are somewhat high for India, bu.t they are lov.er 
than the percentages recommended by the Currency Com­
mission, 10 and 3 per cent respectively for demand and 
time liabilities. 

To make the control of credit by the Resen·e Bank 
effective it was essential that the requirements regarding 
the maintenance of the minimum reserve balance with the 
Reserve Bank should apply to as large a number of 
banks as possible, and in this respect Schedule 1 is satis­
factory. 

As a compensation for the obligation imposed upon 
scheduled banks to maintain compulsory deposits free of 
interest in the Reserve Bank, the facilities which the Reserve 
Bank provides in the way of re-discount of bills of ex· 
change and promissory notes will be restricted to the 
scheduled banks. 

The Bank will ordinarily only re-discount bills of ex­

change and promissory notes, but the power of direct dis· 
count, or open market operations, has not been withheld 
from it. However, to prevent indiscriminate competition 
with the commercial banks, it has been provided that thi:; 
power shall be exercised only when, in the opinion of thr 
Board, such action is necessary or expedient in the in~ere3ts 
()f Indian trade or commerce. 
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QuESTION OF ELASTICITY 

There was a provision in the old Paper Currency Act 
f~r the issue of emergency currency against internal bills 
of exchange or hundis. This . device imparted a certain 
measure of elasticity to the currency system. :'Its working 
however, was not unattended with difficulties, and in 1924, 
in spite of the loan of Rs. 12 crore~ to the Imperial Bank 
under the provision mentioned above, the Government had 
to assist the market by expanding the note-issue to the extent 
of a further Rs.l2 crores against British Treasury hills, 
earmarkeJ. to the Paper Currency Reserve in London. The 
chief difficulty in connection with the issue of emergency 
currency against commercial bills is that the internal trade 
of India is, for the most part, financed by a system· of cash 
credits, and the Imperial Bank has found it difficult to 
l'ecure an adeq\late volume of bills as cover i:tgainst the sea· 
sonal increase, with the result that the Government have 
lH'en compelled to meet the (]''mand for additi~nal currency 
l1y regulating their holding of sterling securities in the 
PJ.J~cr Currrn~y Reserve. On more than one occasion the 
lmperial Bank has had to put pressure on its clients to 
convert cash credits into hundis in order that it might have· 
sdf-liquidating hundis to put up as a cover against the loan 
from the Paper Currency Reserve. These hundis or bills, 
although they represented a real demand for finance for trade, 
did not represent any definite goods or commoditjes, being 
i'1 fact manuf acturcd bills substituted for cash credits. 

The provi~ions of the new Reserve Bank Act, relating 
to the ifsue of emergency currency, have been so framed as 
tv meet these difficulties. 
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In the first place, the Bank is authorised to transact the 
purchase, sale and re-discount of internal bills of exchange 
and promissory notes drawn or issued for the purpose of 
financing seasonal agricultural operations or the marketing 
of crops. These bills or promissory notes (as we have 
seen) must bear two or more good signatures, one of which 
shall be that of a scheduled bank or a provincial co· 
operative bank, and they must mature within nine month:; 
from the date of purchase or re-discount. 

In the second place, in- view of the prevalent system 
of financing the internal trade by cash credits ~nd the 
difficulty of se-curing an adequate volume of hundis for 

. the purpose, the Bank would be authorised to make loans 
and advances repayable on demand, or within 90 days, 
against the security of promissory notes of any scheduled 
bank or a provincial co-operative bank on certain condi· 
tions. 

Finally elasticity is imparted to the whole system by 
the provisions of the Act relating to the suspension of the 
reserve requirements. 

ScARCITY or BILLs 

Indian Joint-Stock Banks hold comparatively 'a !'mall 
amount of bills.- As compared 'with their holding of bills 
their investments {mostly in Government securities) are 
large. The Central Banking Enquiry Committee found that 
six Indian Joint-Stock Banks in 1928 held bills of 1,23 
lakhs, while their ' Investments ' amounted to 20 crores. 
The explanation partly lies in the attractive yield of Gov­
ernment securities. Further, (a) Government securitic:> 
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are more helpful in maintaining a liquid position, or 
obtaining cash, than bills held by joint-stock hanks; (b) 
rediscounting of hills is considered a sign of weakness; (c) 
the Imperial Bank may not approve of the bills submitted 
for rediscount-it is prepared to discount only approved 
bills, or bills approved by it; and (d) the Imperial Bank 
is itself a competing commercial bank and other hanks do 
not wish it to know all about their bill-holding. The last 
objection wquld not apply to the Reserve Bank. 

To facilitate the· use of bills the Central Banking 
Enquiry Committee~ suggested ( 1) a lowering of. the stamp 
duty on bills, (2) the stocking for sale by Post Offices of 
bill forms printed in English and the vernacular, (3) 
validating of the noting of dishonour and pr~test by re­
wgnized associations of banks, shroffs .or merchan.ts, and 
( 4) standardization of customs governing the hundis. * 

Of special interest is the Agricultura1 Credit Depart· 
mcnt of the Reserve Bank. The functions of this Depart· 
ment shall be ( 1) to maintain an expert staff to study all 
questions of agricultural credit, and (2) to co-ordinate the 
op('rations of the Reserve Bank in .c~nnection with agricul­
tural credit and its relations with provincial co-operative 
lJanks and any other banks or organisations engaged in the 
husinesR of agricultural credit. . 

*Sections 692·3 of the Report. 



CHAPTER X 

CO-OPERATION 
ll,q. 

The establishment of agricultural banks was recom· 
mended by the Famine Commission of 1901. The small 
cultivator all over the country was financed by the Mahajan, 
who charged exorbitant rates of interest. Far from being 
a help t~ agriculture, the sowcar had become, as the Famine 

·Commission pointed out, in some places, an incubus upon 
it. 

Even before the Famine Commission of 1901 reported, 
the subject of co-operation, as a means of providing finance 
to the small cultivator on reasonable terms, had attracted 
the attention of some Local Governments. The first step 
towards the investigation of the possibilities of establishing 
co-operative credit societies in India was taken in Madras. , 
An indigenous institution called Nidhis existed in that 
Presidency, which were o~ganised on co-operative lines, and 
had a paid-up capital of 75 lakhs, with. some 36,00(~ 
members. The 'Nidhis. were on the whole working success· 
fully, and they suggested the establishment of co-operative 
credit societies in India. The Madras Government deputed 
one of their officers, Mr. (later Si~) Fred. Nicholson to 
make a study of co-operation, and in 1899 forwardeJ his 
monumental report on the subject to the Government of 
India. The Government of the United Provinces, similarJy, 
had deputed Mr. Dupernex "to make enquiries into the 

336 
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wbject in relation to Indian conditions, and his book 
entitled "Peoples' Banks for Northern India'~ appeared 
about the same time. 

The proposal was then ref erred in its more general 
form by the Government of India to Local Governments fo~ 
preliminary consideration and suggestions. The opinions 
of Local Governments were considered i~ June, 1901, by a 
Committee under the chairmanship of the Finance Member, 
Sir Edward Law. The Committee reported favourably in 
1903, and a draft Bill attached to their report. The 
proposals of the Committee were referred to Local Govern· 
ments for criticism, and when their replies had been 
received, the Government of India took legislative action 
to create co·operative. credit societies. 

New legislation was necessary as the old Companies 
Act of 1882, with its numer~us sections and elaborate 
rrovisions, was unsuited to the new type of societies intended 
to be established. Three things, chiefly, had to be done: 
(1) the new societies had to be excluded from the operation 
of the general law, and provisions framed adapted to their 
constitution and objects; (2) it was desirable to confer upon 
thrm special privileges and facilities; and (3) it was 
necessary to take precautions with the object of preventing 
!=peculators and capitalists from getting control of them. 

The object of establishing . co-operative societies was 
defined as '\the encouragement of individual thrift and of 
mutual co-operation among the members, with a view to the 
utilisation of their combined credit, by the aid of their 
intimate knowledge of one another's needs and capacities, 
anJ of tile pressure of local public opinion.\' 
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A two-fold classification of societies into· urban and 

rural was adopted. In the case of both -classes it was 
provided that the members must be small men;· that they 
must be residents of the same neighbourhood; that new 
members ·shall be admitted by election only; that loans must 
be made only to ·members; and that money shall not be lent, 
on mortgage. Further, the interest in· a society held by a 
single member was limited, so as to prevent an individual 
from obtaining control of . the society; and in order to 
prevent speculation, shares were' ·made transferable only 
subject to certain restrictions. The Act passed in 1904 also 
provided a simple form of registration, and to deal with 
fraud, or bogus· co-operative societies which might be 
established under the Act, power of compulsory dissolution, 
subject to appe~l to the Local Government, was reserved. 

·other features of the Act 9f 1904 were as follows: 
unlimited liability wa~,insisted upon in the case of rural 
societies; it was laid do~n that profits were not to be dii:.ectly 
divided among the members, and that any surplus that might 
accrue, should· either be carried' to a reserve fund or be 
applied to reducing the rate of interest upon loans; the 

·· society was forbidden to borrow money without sanction; 
and pawn-broking was prohibited, but the . society was 
allowed to receive agricultural produce as security, or in 
payment of a loan. 

Limitation of liahiiity and the distribution of prof1ts, 
subject to the creation of a ~ufficient reserve fund, were 
allowed in the case of urban societies. 

The privileges conferred upon the societies by the Act 

of 1904 were as follows: (I) shar.es and other interest of 
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members in the capital of a society were -exempted from' 
attachment for private debts; (2) societies were reli~ved 
from the necessity of ietters of administration or a s~ccession 
<:ertificate; (3) they were given a lien upon ·certain forms 
of property when created or acquired by ~eans of a loan 
from them until the lo~n was ~epaid; and ( 4) an entry in 
the books of a society was made prima facie evidence in. a 
suit to recover money due to it. The s?cieties and their 
operations were also exempted from income-tax, stamp~ 
duties and registration fees, and finally provision was made · 
for compulsory, inspection and audit· of the societies by a 
Go\'ernment officer. ' 

The ope~ation of the Act was restricted to credit only. 
The chief object of the measure, .as we have seen, was to 
relieve agricultural indebtedness. 

· The Act of 1904 was amended in 1912, and the 
amended Acds still in force througflmt the country, except 

· in Bombay and Burcria, _ where it was replaced by local 
legislatioi:r in 1925 and 1927 respectively. The amendment 
of the Act of 1904 was necessary for the following reasons: 

( 1) The Act of 1904 did not apply to co-operative societies 
established for production, distribution or other objects, ex~ept the 
provision of credit. The establishment of credit societies had led to 
the foun~ing of other classes of co·operative societies also, and it 
was desirable ~hat the' privileges extended by the Act to co-operative 
credit societies should be extended to these other societies. 

(2). In the Act of 1904 societies were classified according a~ 

they were "urban'' or " rural," and the liability of rural soCieties 
was unlimited. The distinction was found 'artificial, and in practice 
inconvenient. In the. Act of 1912 societies were divided into those 
wilh limited and with unlimited liability, but the principle was 
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· retained that agricultural credit societies must, as a general rule, 
be with unlimited liability. 

(3) The Act of 1904 did not contemplate that societies with 
unlimited liability should distribute profits. Such societies, however, 
had come into existence in several Provinces, and were doing useful 
work. It was proposed to legalise their existence and to permit ~n 
unlimited society, with the sanction of the Local Government! to 
distribute profits. 

(4) The Act of 1904 was framed to meet t4e requirements of 
primary credit societies only; it made no provision for the higher 
finance of the movement. Unions and central banks are co-operative 
eredit societies the members of which are other co-operative credit 
societies which they finance. They had n~turally come into existence 
soon after the initiation of the movement, and it was necessary to 
re~ognise their existence. 

The Act of 1912 incorporated these features. 
The early history of the co-operative movement in the 

Punjab is interesting. 
A few societies, organised on the co-operative principle, existed 

in the Punjab before the Act of 1904 was passed. Mr. (later Sir 
Edward) Maclagan and Captain Crosthwaite founded three societies 

· in the Multan district in 1898, but they were short-lived. The 
experiment in the Bhakkar sub-division of Mianwali was more 
successful. Five societies were founded here by Captain Crosthwaite 
in 1900, and they were working satisfactorily in 1904. The firgt 
report on the working of the co-operative societies in the Punjab 
deals with the period of 5 months; from 26th October, 190 t, wh1~'~ 
Mr. Wilberforce took over· charge as Registrar. to 31st 1\'larch, 1905. 
1\lr. Wilberforce visited various districts· of the Province with the 
object of explaining to the people the principles of the new mon~· 
ment, ~0 select the types of societies to be founded, and to fouml the 
societies. He found that the people knew nothing about cr)· 

operation. "The vast majority of the people," he sa} s, " had not 
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even heard ~£ the Act, and I did not meet o~e who had read it. They 
had merely heard a rumour that Government :was going to relieve 
their indebtedness." It had been decided that societies should be 
founded in 5 districts which were selected as specimen districts of 
each of the 5 Divisions of the Punjab. The districts selected were 
Kamal, Hoshiarpur, Montgomery, Mianwali and Rawalpindi. 
Rawalpindi and.l\Iontgomery had to be left out as the proposal to 
start co-operative societies there did not receive encouragement from 
the local officers.* 

Prospects of success did not seem very bright in the Kamal 
district where 4 societies were founded. The societies, says 
~lr. Wilberforce, "are regarded as Government banks, and the ex· 
perience of persons taking advances from Government has not always 
been happy, especially in Districts· like Kamal, where the people 
have been accustomed for centuries to being plundered by petty 
Government officials. At Shamgarh fwo members have ventured to 
borrow small sums. Some of the depositors have also borrowed 
money to show that there is no danger of being plundered."t 

The movement met with a certain amou~t ot' opposition on the 
part of the money-lenders. They spread a rumour that those joining 

• The local officers concerned were rebuked !or discouraging the move· 
meat. The " Remarks " on the first report on co-operation in the Punjab 
<:ontain the following : " As regards the districts of Rawalpindi and 
Montgomery, the Hegistrar seems not to have attempted operations because 
the Deputy Commissioners concerned discouraged him, and in view of 
their ntt,itudtl, no other courae waa open to him. But His Honour is unable 
to approve o! the a~tion of these officers, who have practicaiJy vetoed the 
aekctirm of districts made by Sir Charles Rivaz, and have pre-judged the 
r:q·~riment becanse they did not feel sanguine aa to its success. Sir Denzil 
Tbbctson expects ~tive a8sistance !rom his District Officers who, if tb.ey 
know their districts BB th~y should do, will have little difficulty in selecting 
the .most pron•i~ing starting points. They may have their own privat& 
<>f'IUlon~ o1J,,ut the probability of suc('ess, anJ no one can feel quite sure of 
thro rehnlt. But the iutentitJn of Government JR tbnt this experiment shall 
have flo fair trial, with all the advantages which the co·operation of its officers 
can give it, and the latter must regulate their conduct accordingly.',' 

t RPport for 1!)01·05, p. !!. 
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a society would he sued at once on either a real or fictitious claim, 
and treat~d with the greatest severity allowed by law against judg· 
ment debtors. 

The Tahsildars of the Kamal district were to assist Mr. WilLer· 
force in persuading the cultivators to start societies. An interesting. 
example of how the Tahsildars interpreted their instructions, and of 
the methods of persuasion employed by them, may be given here. 

·The Tahsildars thought that it was a Government order that societies 
should. he started everywhere. The Tahsildar of Kaithal therefore 
called the zamindars and lam.hardars of Kaithal together and told 
them that the Registrar was arriving shortly, and that before his 
arrival they must apply for registration. The forms of application 
were then distributed " on which he ordered the amount of contrihu· 
tion (apparently by way of gift) of each applicant to be entered." 
However, in all only 5 applications were received. In one cat:e 
1\Ir. Wilberforce registered a society, as the people, after understand· 
ing the scheme, approved of it. " In the other three cases l11e 

(:Oerced contributors were practiCally all in debt, and naturally saw 
no advantage in borrowing Rs. 50 or Rs. 100 at 27 per cent from a 
money-lender to finance a society in which they took no interest and 
-of which they had no knowledge."* 

The movement promised more success in Hoshiarpur, where 3 
societies were founded. Mr. Wilberforce found the people ready to 
li~ten to any scheme for their improvement. Unlike the people of 
Kamal they were full of enterprise. Another factor which was 
favourable to success was the exi~tence of a large amount of capital 
which could be attracted by well-managed societies. This repres£nl· 
ed the money remitted. and brought honie (rom Australia, Africa and 
':arious parts of India. 

The Una tahsil of this district furnished a brilliant 
example of spontaneous co-operative effort which deserves 
to be remembered in the history of co-operative credit in 

• Report, 1904-05, p. 3. 
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the Punjab. This is the Rajput society of Panjawar,. a 
village of average size, situated on the inner slopes of the 

Siwaliks. 

The society was formed in 1892. It was . never 
fostered by the Government, and its existence was unknown. 
for nt~arly 10 years. The founder of the society was Mian 
Hira Singh, the lambardar of the village. The cause of 
the formation of the society may ,be briefly explained. The 
undivided common land belonging to the village consisted 
of about l,SOO acres, of which about 900 acres of sandy, 
stony soil, which haJ been recently thrown up on the 
Panjawar side by the Sohan, was in danger of being washed 

away, and the rest was exposed to attack by chos (mountain 
torrent8). Under the guidance of Hira Singh it was decided 
by the landowners, 55 in number, who joined the society, 
to hc.ntd over the whole of the undivided land to an elected 
cornmittee, which was to apply the income1 from "the land 
(1) in managing and improving the common land, (2) in 
t.1king over the mortgages held by outaiders on behalf of 
the mortgagors~ ( 3) in making ordinary advances, and 
generally for the improvemeP.t of the village. 

The Registrar was able to report in 1905 that by 
taking appropriatt> measures (planting of grass and tree~) 

tlJC Eociety had saved the land thrown up by the Sohan from 
danger, and arrested the attacks of chos to a great extent. 
In ad.Jition, the society had taken over all the land 
mortgaged to outsiders at a cost of over Rs. 10,000, and had 
1cnt about Rs. 3,000 on short loans at 6 per cent. In view 
of thr, success attained by the society the Rrgistrar concluded 
that the Panjawar type of society was the best for villages 
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possessing undivided common land, and he endeavomed to 
start societies .of this type in the Hoshiarpur district. 

He sought to promote- two other types-one which he 
called the " money-deposit type," and the other the 
" l\Iianwali type." The money-deposit type had no share 
capital, hut operated with fixed deposits (bearing interest), 
obtained as far . as possible entirely from members, and 
made advances to members at a higher rate of interest than 
that allowed to depositors. This type of society was ·meant 
for the prosperous villages of the central Punjab. 

The Mianwali type was recommended for poor com· 
munities. Reference has been made above to five societies 
founded in the Mianwali district by Captain Crosthwaite. 
The capital of these societies was raised by voluntary grain 
subscriptions after the rabi harvest. The value of these 
subscriptions was credited to the member's account, and 'was 
not returnable for 10 years. The grain subscribed wa; 
partly kept for seed advances at the next sowing and' part1y 
sold in order to provide funds for money advances. In thr:! · 
beginning advances were given only for seed and purcha,es 
of cattle. Interest was charged at ~ates varying from 5 to 
16 per cent and was generally payable in grain. The 
society's profit consisted of interest, and in cases of advanc':'.; 
for sowi_ng,"of the difference in the price of grain at harvest 
and at sowing time. ' 

The Registrar, however, did not take long to re,11i:;,c 
that both the money-deposit and the Mianwali types of 
society were not suited to the Punjab, and were not likely 
to become popular. The Mianwali type offered no indw:c­
ment for saving, as· it allowed no interest on deposits. ln 
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the money deposit type the element of true co-operation was 
Jacking-the society financed the poorer members with 
money borrowed from the wealthier .members, or at their 
risk. It was more a philanthropic institution than a co· 
operative credit society. 

"The type of society now coming into favour in the 
Punjab," wrote Mr. Wilberforce in his report for 1906-07, 
•• is one adapted from the system popularised in Italy by 
Signor Luzzati." In this type, adopted with certain modi· 
£cations in the Punjab, the members became share-holders 
by payment of 10 compulsory annual instalments. No 
(Jividcnds were to be declared for 10 years, when three· 
<Iuartcrs of the profits were to be divided among the share· 
holders, the remaining fourth being transferred to the 
reserve fund. 

This type of society, the Registrar points out, was 
devised not by any Government official, but by the 
zamindars .of the Gurdaspur District. He regarded the 
share-capital society as possessing special advantages from 
the point of view of the Punjab agriculturist. The Punjab 
agriculturist was thrifty enough-encouraging thrift among 
the Punjabi peasants the Registrar likened to " bringing 
<:oal to Newcastle "-but he had to learn to make a prope~ 
use of his thrift.* The dividend which a member of thi.s 
type of society would receive after 10 years was like a 
pension, for the sake of which he might forego his petty 
ext;avagances. At the same time an institution is created 
whkh finances him on reasonable terms. 

• Re1•ort for 100fi.07, p. 3. 
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In 1906-07, 95 so~ieties worki~g in the Punjab were 
of the share-capital type, 63 were working only ·with fixed 
deposits,. and 16 on Mianwali lines. . 

The progress of the movement· was rapjd. In the 
review of the report on· co-operation in the Punjab for 
1913-14 it was noted with satisfaction by the Government 
that the Punjab possessed a larger number of societies than 
any other Province in India, and that the Punjab agricultural 
societies had collected larger sums as share-capital and 
deposits than all other societies. of the same class in India. 
In 1913-14. the number of agricultural societies in the 
Punjab was 2,780, the number of members over 1 lakh, 
and the am~unt of working capital about 1 crore. 

The development of co-operative societies in the 
Punjab has been on the lines foreseen in 1906-07. Share· 
capital preponderates, while deposits from memb~rs are 
comparatively small. In .1932-33 the paid-up share-capital 
of. agricultural credit societies amounted to about 109 lakhs 
as compared with about 35 lakhs of deposits from members. 
In the same year, the number of agricultural credit societies 
was 16,268 and the total working capital over 8 crores. 

The growth of the co-operative movement in British 
India since 1906-07 is shown .by the following statement: 

Average 
1906·07 to 

ATera.ge 
1915-16 to 1930-31. 1()32-33. 

1909-10. 1919-20. 

Number of societies 1,926 28,477 106,166 ·105,262 

Members of pri-
mary societies in 
1,000 162 1,129 4,303 4,2;~} 

Working capital in 
1akhs •• 68 15,18 91,91 95,8-t.. 
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It is seen that between 1915-16 and 1930-31 the 
number of societies and that of members of primary 
societies increased about 4 times, and the working capital 
ab.out 6 times. Since 1930-31 the movement is at a stand·· 
still. 

Co-operation hus so far only touched the fringe of the 
problem of indebtedness : 

PROPORTION OF MEMBERS OF AGRICULTURAL SOCIETIES TO fAMILIES 

IN RURAL AREAS* 
All societies Credit socie· 

per cent. ties per cent. 

Ajmer-Mewara 15·4 15·0 
Assam .. 2·9 2·9 
Bengal •• 4.4 3·8 
Bihar and Orissa 3·2 3·1 
Bombay 10·0 8·7 
Burma . . .. 3.9 3·7 
Central Province& and Derar 2.4 2·3 
Coorg .. 36·2 36·2 
Delhi .. u.s 11·5 
Madras •• 8.3 7·9 
N.-W. F. Province •• 0·2 0·2 
Punjab •• 10.9 10·2 
United Provinces .. 1·8 1·8 

Among the major Provinces the largest proportion of 
the rural population affected by the co-operative movement 
is in the Punjab, but even in the Punjab 89 per cent of the 
rural population is not touched by the movement. This 
proportion for. the other Provinces is: Bombay 91·3; 
Madra::~ 92·1; Bengal %·2i Burma 96·3; Central Provinces 
and Berar 97·7 and the United Provinces 98·2. Although 

* Jieport ?f the Agricultural Commission, p. 447. 

F. 22 
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co_-operation has achieved much, much still remains to be 
done. 

The following statement shows the number of societies, 
the 'number of members, and amount of working capital 
in 1932-33 in different Provinces: 

No. of societies. ~umbers of Pri· Working capital. 
mary societies . 

.5 . c:l . e . = 
... _. 
Q ::! 

"' 
., .._o .S 

'Population in ..c"" O""' 3 _:,~.C oc 
brackets in c:l~ ...:0 

oce .ri II!-= "' .;; -:.o t-4::: -..::J ol<J;. 
millions. cliO .,Q <;.,:.: c.~":' c ... ell -o "'ell ~~ c.:::.;...... 

t..c ~.-l ~rs:l,c 
E:-4 1-4 < 

Madras {46·7) 13,870 29·7 893 19·2 17,30 59 

Bombay (21·9) 5,880 26·8 581 26-5 15,81 115 

Bengal (50·1) 23,650 47·2 774 15·4 1i.10 s~ 

Bihar & Oriss·a 
(37·7) 9,054 24·0 260 6·8 5.71 2.!: 

u. P. (48·4) 5,900 12·2 149 3·0 2,26 7 

Punjab (23·6) 21,085 89·3 638 29·1 18,73 127 
B~rma (13·1) 2,336 17·8 73 5·5 2,46 3J 

C. P. & Berar 
(15·5) 3,898 25·1 73 4·7 - 5,39 55 

Assam (8·6) 1,405 16·3 66 1·1 83 15 

N.-W. F. P. (2·4) 382 15·9 12 4·9 16 11 

Coorg (0·2) 252 126·0 15 75·1 13 102 

Delhi (0·6) 283 47·2 9 15·4 27 71 

Total British 
India (269·5) 88,705 32·9 3,626 13·4 86,74 51 

Ignoring Coorg, the Punjab leads, whether one 

-considers the number of soci~ties per 100,000 inhabitant~, 
·or the number of members per 1,000 inhabitant&, or working 
capital per head of the population. But even in the PunjJL 
in 1932-33 the proportion of the population afieeted by th': 
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co-operative movement was inappreciable-about 3 per 
cent. 

The population of rural Punjab (British territory) in 
1931 was 20·5 millions. If we assume that this number 
represents about 4·4 million families, the proportion of 
members of agricultural societies in the Punjab in 
1932-33 (574,000) to rural families was about 13 per 
cent. 

Of the 105,262 societies in 1932-33, 607 were Central 
(including Provincial . and Central Banks and Banking 
Vnions), 988 Supervising and Guaranteeing Unions (includ­
ing re-insurance societies), 10,918 non-agricultural societies, 
and 92,7 49 agricultural societies (including cattle 
insudnce societies). . 

Supervising and guaranteeing unions flourish in two 
Provinces, MadraS; ( 405) and Burma (325). The Punjab 
has no such Unions. The Guaranteeing Union guarantees 
loans given on its recommendation to m'ember societies. In 
l\Jadras all societies within a radius of 7 miles are affiliated 
to a surervising union. 

The following information is available about the 
or,erations of agricultural societies in British India in 
19.32-33. 73,000 societies, with 2,578,000 members, made 
loans to individuals amounting to 383 lakhs, and received 
(loans and deposits repaid) 467 lakhs from individuals. 
Loans due from individuals 'amounted to about 25 crores, 
nf which 11 ~ crores repre~cnted loans over-due. Loans 
ov•·r·due means loans due for payment which have not been 
paid and for which extPnsion has not been granted. The 
f'1p:urc of ovcrdues seems unduly high. 
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Loans are made by agricultural credit societies for all 
objects, the most important of th~m in the Punjab, in the 
order of their importance, being: debt, cattle, land revenue, 
trade, ceremo~ies, land purchase, building, seed, grain, 
house-hold, land-redemption, fodder and wells. Even 
loans for litigation are not barred. 

The number of cattle insurance societies in India in 
1932-33 was 246 (2 in Bombay and 244 in' Burma). The 
number of animals insured was 438, of which 25 were 
lost. 

There are all kinds of non-agricultural societi~s­
societies of small traders and business men, of artisam, 
menials and labourers, college co-operative stores and big 
societies like the Lahore Model Town Society, and th~ 
North-Western Railway Society, which has a working 
capital of 34 lakhs and a m'embership of over 15,000. As 

. regards production and labour societies in the Punjab, the 
less said the better-such is the Registrar's comment.1 

Industrial societies of artisans have to contend against many 
difficulties. The Registrar notes that weavers, particularly 
those working in artificial silk, " are finding it impossible 
to stand up against machine-produced goods from Japan 
and elsewhere."2 There are also non-agricultural thrift and 
better living societies, the chief object of the latter being the 
reduction of expenditure on ceremonies. Depression has 
aided this propaganda. "The villager," says the Registrar, 
" had some reason on his side who met the better living 
propagandist with the qilestion: ' Where were you when 

l Punjab Report for 1932-33, p~ H. 
2 lbicl., p. 46. 
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our pockets were full'? What is the use of this sermon 
now when we are broke? "3 

Co-operators in the Punjab are ngt lacking in the sense 
of humour-the Registrar prefers the word 'casuistry.' 
An old man, a co-operator, married again, the first marriage 
having been barren, and spent money on the occasion beyond 
the permitted scale. His society waived the imposition of 
r(~nalty on the ground that " the expenditure was, in a 
Fcnse, productive."4 

Among agricultural societies in the Punjab we may 
specially mention stock-breeding, milk-recording, better· 
farming, silt-clearance and · consolidation of holdings 
Eocieties. 

CoNSOLIDATION oF HoLDINGs' 

Con~olidation is a remedy against scattered holdings. 
62,000 acres were consolidated in the Punjab in 1932-33 
(60,000 acres in 1931-32 and 73,000 acres in 1930-31). 
The number of blockr; of land was reduced from 91,500 to 
10,400, and the average size of block increased from 0·67 
to 4·02 acres. For this work the staff employed .(paid by 
Gorcrnmcnt) was 8 Inspectors and 104 Sub-Inspectors. 
The cost to Government was Re. 1-13·1 per acre .and 1·13 
1:4J...hs in all. This is money well spent, even from the 
point of view of the Government. The \.Ultivate<l area 
increa11es as the re~ult of consolidation and t:1ere is tlms 
more lanrl revenue for the Covrrnment. 

:l ll>id. 

4 Jl,id., p. 51. 
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The number 'of new wells sunk following on consoliJa­
.tion operations in the Punjab since th~ work started is 1,7c!-l. 

In some districts part of the cost of consolidation 
operations _is borne by the owners concerned. 

The advantages of consolidation. are recognised; th~ 
Registrar states that there is now a brisk demand for 
consolidation even in villages where no propaganda has 
been carried on. 

At present consolidation is on a voluntary basis, but 
the question of legislation in this connection {to coerce a 

minute recalcitrant minority) is being examined. 

LAND ~foRTGAGE BA~~s 

!The deposits which the ordinary credit society receives 
are withdrawable at short notice; the loans made to it are 
also for short periods. It follows that the ordinary credit 
society cannot engage in business in which its small 
resources would be tied up for a long time, or lend money 
on security which is not easily realisable. Such is the 

· nature of land mortgage business. 
· It is also obvious that if credit societies refuse to make 

advances to their members on the security of their lanJ, 
they will be driven to the money-lender for long-term loans 
of large amount. Hence the need for a new type of financ· 

· ing agency-the Land Mortgage Bank. f 
The first Land Mortgage Bank was established in the 

Jhang District of the Punjab in 1920, and was for sereral 
years the only institution of its kind in India. At pre,ent 
there. are 12 co-operative land mortgage banks in tht: 
Punjab, 10 in Madras, 3 in Bombay, 2 in Bengal and 5 in 
Assam. 
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Our mortgage banks were described by the Central 
Banking Enquiry Committee (1929) as 'quasi-co-operative.' 
The purely co·operativ~ type of mortagage bank has no 
capital, keeps the rate of interest low, and does not aim at · 

profit. " Each member pays a small entrance fee to meet 
the necessary expenses, initial cost of land valuations and 
other incidental charges. .Credit is created by the issue oL 
mortgage bonds bearing interest and made payable to 
bearer.'·5 The non-co-operative type of mortgage banks, of 
which a good example is Credit Foncier de France, work 
for profit and declare dividends. The purely co-operative 
type is represented by the Prussian Farm Mortgage Mutual 
Credit Associations. . 

The Central· Banking . Enquiry Committee made a 
number of useful recommendations about mortgage banks. 

' ' l 
They are summarised below : 

1. The objects of such banks should be: (a) the 
redemption of la~d and houses of' agriculturists, and the. 
liquidation of old debts, (b) the improvement of land and 
m~thotls of cultivation and th~ building of houses of agri· 
cu1turists, and (c) the purchase of land in special cases. 

2. Loans might be granted for stated periods of 
5, 10, 15 or 20 years. The amount of individual loans 
should be limited to a maximum of Rs. 5,000, and should 
in no case exceed 50 per cent of the value of the mortgaged 
security. 

3. The repayment of loans should be by a system of 
equated payments, the whole loan bein.g thus repaid at the 
end of a period of years. 

5 Ite~ort, Cenlral Banking Enquiry Committee, p. 151. 
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4. The working capital should be derived from two 

sources, viz., share capital and debentures. The foreign 
experts whom the Committee consulted suggested that the 
proportion of debenture to share capital should be 5:1, lut 
the Committee left it to the discretion of co-operators in er.ch 
Province to raise debentures to the extent they considered 
necessary. The Committee, however, imisted that the value 
of the debentures outstanding should in no case e~ceed the 

outstanding amount under mortgages given by the borrowers 
and over which the debenture holder had a floating 

charge. . 

5. The debentures should be issued by a central 
institution, called the Provincial Land Mortgage Corpora· 
tion, from which the district mortgage banks should Le 
entitled to obtain the 'necessary finance. This Corporation 
is to be entirely distinct from the Provincial Co-operatiYe 
Bank. 

6. The Committee definitely recommended that a land 
mortgage bank should have the power of foreclosure and 
sale without recourse to civil courts, subject to the right of 
the aggrieved party to question this action of the Lank in 
the civil courts. 

7. The Committee noted·. that the Land Alienation 
Act (where it existed) tended to the replacement of the non· 
agriculturist by the agriculturist money-lender, which 
necessitated the protection of the small peasant proprittl'r 
against the bigger agriculturists; led to the restriction of 
loans by the non-agriculturist money-lender and euh:mu·­
ment of his rates;· and was a source of trouble in so far llS 

it impeded the free transfer of land: "Moreover, the 
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;Jouble object of preventing the free mortgage and sale of 
1.1gricultural. land and the provision of credit for the 
economic benefit of ~he agriculturist through co-operative 
land mortgage banks, cannot easily he achieved."6 The 
land mortgage banks must have the right to take possession 
of land through foreclosure on default of the payment of 
the instalment of the loan and to sell it. But the sale may 
Le to agricultural classes according to the provisions of the 
prevailing legislation. · 

0. Finally, the Committee recommended the develop· 
ment of well-organised joint-stock land mortgage banks for 
the benefit of land ownrrs who cannot be adequately served 
hy eo·operative mortgage banks. 

The working capital of the 12 mortgage banks in the 
Punjab amounts to 20~ lakhs, of which share capital is 
less than 1 i lakhs. About 17 lakhs of the total is a loan 
from the Punjab Provincial Co-operative Bank, and a little 
(1vcr a lakh a loan by the Punjab Co-operative Union. 
Gov~::rnment has lent Rs. 31,000. 

The business of the banks is at a stan.dstill, " their 
only activities being the collection of their dues.m The 
chit•f cause of this unsatisfactory state of affairs is the heavy 
fall of agricultural prices. · The burden of the loans taken 
by agriculturists has increased 3 or 4 times their original 
value; the borrower is genuinely unable to meet his obliga· 
lions. The prorerty held by the mortgage hanks as 
security is no longer sufficient to cover the loans; where 
there have been foreclosures and the taking over of the 

6 ibi.J., p. 171J. 

7 l'unjau ('o 0p"ra!i;e Hr-p•Jt!, lg::JJ33, p. 33. 
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debtor's lands, it has been found that the total sum to be 
derived from them was not enough to cover interest 
charges, the principle remaining. unpaid. " Unless," says. 
the Registrar, "the rise in v:1lu.es comes soon, the Banks 
may have to face considerable losses.'~8 There is more 
than one reaso!l for wishing that the rise in values m:1y 
come soon, but it is doubtful if any substantial rise in 
values is coming soon, or at all •. 

!! Ibid., p. 4-J. 



CHAPTER XI 

RAILWAYS, IRRIGATION AND WATER-LOGGING 

The chief matters of· interest in connection with 
railway· administration and policy in recent years are . ( 1) 
the transfer of the Ea,st' India and the Great Indian 
Peninsula Railways to State management, (2) the separation . 
of railway finance from the general finances of the country, 
and ( 3) the adoption of a policy of lndianisation 'of railway 
services. 

The question of the future management of Indian 
railways was considered by the Acwort~ Committee of 
1920-21 but; unfortunately, the recommendations of the 
Committee on the subject were not unanimous. The Presi· 
dent and four of the members recommended State manage.' 
ment, and the other five members management by Companies 
domiciled in India. In February, 1923, however, when the 
question of the future management of the East India and 
Great Indian Peni~sula Railways was debated in the 
L~gislative As~embly, the non-official Indian members were 
able to carry a resolution recommending the placing of the 
two lines under State manag~ment at the closeof their 
contracts. This has been done, but the policy of State 
management of railways has not been accepted by Govern· 
ment. -The Go~ernnient view is thus explained in the 
Railway Administration Report for 1922-23: "The 
Government. of India, however, expressed themselves as 
heing so con~inced by the almost universal failure of this 

347 
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method· [State management] in other countries that they 
proposed, while accepting the necessity for taking over the 
-management of the East India and Gn~at Indian Peninsula 
Railways, to continue their efforts to devise a satisfactory 
form of Company domiciled in India to take these Rail· 
~vays over eventually on the basis of real Company 
.management" (para 14). 

Real Company management is, howev~r, impossible in 
India. A Company can effectively manage a eoncern 
when the money invested is its own and when it enjoys 
undivided responsibility for management. In the case of 
the more impo~tant lines, however, the greater part of the 
capital was found by the Government. The Government 
is the real owner, and it cannot hand over its property to 
a Company to he managed as the Company pleases. 

Company management under Indian conditions means 
a division of responsibility which does not make for 
efficiency. It may he possible to show that· Company 
management has succeeded in other countries and that 
State management has failed, but there is general Jgrec· 

ment in India with the view expressed by the Government 
of India in a Despatch to the Secretary of State, that 

there is really nothing to choose between a Company 
managed line in this country and one under State man:1 ge· 
ment."* ... 

Further, Indian public opmwn is ovenvhelmingly ·in 
favour of State management, and Indian opinion on such 
a question is entitled to weight. 

The cli~::enting members of the Acworth Comrniltcc 

* Acworth Report, l'ara 230. 
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mention, as one of the grounds which lead Indian opinion 
to desire State management, the belief . that the employ· 
ment of Indians in the higher grades of railway service 
will be better secured under State than Company manage· 
ment. This is not the strongest argument in favour of 
State management, but still it is an argument which can· 
not be ignored. On the 1st of April, 1924; the percentage 
of Indians employed on the East India, Great Indian Penin· 
sula and ,North-Western Railways was as follows: 

Percentage of 
E. I. R." Indiana to the G. I. P .. R. N. W. R. 

total number of (Government.) 

Officers 15·6 11·3 21·2 

Subordinates 11·4 20·0 36·0 

When we remember that it is with mvney secured on 
Indian taxation that Indian railways have been almost 
entirely built, it is scandalous that for purposes of higher 
appointments the railways should be treated as practically 
a monopoly of Europeans; the desire to place Indian 
railways under State management so that Indians should 
have better opportunities of employment in the higher 
grades of rail\Yay service is a perfectly legitimate desire. 

It has been pointed out above that the Government 
have not accepted the principle of State management of 
Indian railways. When, however, the question of separat· 
ing railway finance from general finances was discussed in 
the Assembly in September, 1924, the following agreement 
was reached between the Government and the Assembly: 

"Government undertook that the arrangements for separation 
should hold good only so long as the East India Railway and the 
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Great Indian Peninsula Railway, and the existing State managt~d 
railways, remain under State management; that no negotiations for 
the transfer of any of the railways to Company management should 
be concluded until facilities had been given for the discussion of the 
whole matter in the Assembly; and that, further, if any of the above 
railways were transferred to Company management, the AsO'embly 
should be at liberty to terminate the arrangements for separation."* 

The separation of the railway budget from the general 
budget was unanimously reco~mended by the Railway 
Committee. "We do not think," they said, "that the 
Indian railways can be modernised, improved and enlarged 
so as to give to -India the service of which it is in crying 
need at the moment, nor that the railways can yield to the 
Indian public the financial return which they are entitled 

·to expect from so valuable a property, until the whole 
financial methods are radically reformed. And the essence 
of this reform is contained in two things :-( 1) the complete 
separation of the ·railway budget from the general budget 
of the country, and its reconstruction in a form which frees 
a great commercial business from the trammels of sy::,.tem 
which assumes that the concern goes out of business on each 
31st March and recommences de novo on the 1st of April; 
and (2) the emancipation of railway management from the 

control of the Finance Department." 
Under the old system the net receipts from the 5tate 

railways (worked by State and by Companies) formed p:1rt 
of the general revenues of the country, out of which allot· 
ments, varying from year to year,, were made for capital 
expenditure. The Mackay Committee of 1907 empha~ized 
the need for adopting a steady annual rate of capital ex· 

• Railway Admini~tration ReFJ()rt.' 1924·25, para. 5. 
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penditure which could be maintained even in times of 
difficulty, and they suggested Rs. 18·75 crores as a standard. 
But the following figures show that actual capital expendi· 
ture generally was much below the standard recommended 
by the Mackay Committee:-

Lakbs. 

1903-09 

' 1909-10 

1910-11 

1911·12 

1912·13 

1913-14 

1914·1~ 

1915-16 

1916-17 

1917-18 

1918·19 

1919-20 

1920-21 

1921-22 

Capita.l Programme. Lakbs of Rupees. 

.. ; 

,; . • 15,00 

15,00 

16,30 

14,25 

13,50 

18,00 

18,00 

12,00 

4,50 

5,40 

6,30 

26,55 

21,98 

17-82 

The stoppage of railway development during the War 
was inevitable, but even in pre-War years the allotments 
were hflow the standard recommended by the 'Mackay Com­
mittee. The consequences to the railways of this policy 
were serious. "There are scores of bri~..lges with girders 
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unfit to carry train-loads up to modern· requirements;, there 
are many miles of rails, ~undreds of engines, and th~usands 
of wagons whose rightful date for renewal is long over· 
past."* 

The main objection to the old system was that the 
whole of the excess of. railway revenue over expenditure 
in years in which expenditure was low was utilised for the 
general purposes of the Government, and · no ·.reserve was 
kept for the railways. 

The Acworth Committee unanimously recommended 
that the whole of railway re~eipts, after paying the working 
expenses and interest on capital borrowed by the State for 
raiiway purposes, should be at the disposal of the railways, 
to be devoted to new capital requirements (whether direct· 
ly, or as security for new debt incurred) or to reserves, or 
to be utilised in the form either of reduction of rates or im· 
provement of service. 

With effect from' the year 1924-25 the railway budget 
was separated from the general budget. Under the con· 
vention adopted by the Assembly .in September, 1924, the 
railways make a. fixed contribution· to the general revenues 
equal to 1 per cent on the capital at charge of commercial 
lines plus one-fifth of the surplus profits of the penultimate 
year. Jn addition to these payments the railway revenue,s 
.have to pay one-third of the excess over 3 crores of any 
surplus remaining to the railways after the payment of the 
fixed contribution as explained above. 

The interest on the capital at charge of, and the _loss 
in working strategic lines is borne by the general revenues. 

• ~CU'orth Report, para 68. 
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GovERNMENT AND lNotA.'Ii RAILWAYS 

Ol the important railway lines, five are owned and · 
w.orked by the Stat~; five are owned by the State but 
worked on its behalf by Companies enjoying a guarantee 
of interest from the Government;* two important linest 
and many others are owned by private Companies, some of 
which are worked by the Companies, while others are 
worked by the State or by the Companies wliich work State· 
owned ~ystems; several minor lines are the _property of 
District Boards, o( enjoy a guarantee of interest by such 
Hoards. 

Over all lines in British India, however,. the Govern· 
ment of India exercise general powers of control; they 

' . 
have also a financial interest in· all Railway. Companies in 
British India~ and a preponderating interest in most of the 
important railways. · 

Railway construction started in 1849 when a contract 
was made with the East India Railway Company for the 

· construction of' an experimental line of 100 miles from· 
Calcutta to Mirzapore or Rajmahal, the East India Com· 
pany guaranteeing a return of 5 per cent on the capital· 
in\'ested; a similar contract was made in the same year with 
the Great Indian Peninsula Railway for a line from Bombay 
to Kalvan. The question was considered whether railways 

• The North-Western,· Eastern 'Bengal, East India· (amalgamated with 
the Oudh and Rohilkhund Railway from ·the lsl July, 19'25) and Gre~t 
Indian Peninsula and 13urma Railways are owned and worked by the State. 
The Bcngal-Nagpur, Assam-Bengal, Bombay Baroda and Central India. 
Madras ar.d Southern Mabratta, and South Inrlian Railways are owned by 
tbe State Lut worked on its behaU by Companies. ' 

t Thl' Bengal and North-Western .. and Rohilkbund and Xumaen 
r:~ilways. 

F. 23· 
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should be constructed by the State directly, but Lord 
Dalhousie held 'the view th~t railway construction was 

not one of the functions of government, and in 1854 the 
policy of entrusting the work to Companies enjoying a 
guarantee of interest was adopted. Contracts were made 
with several Companies between 1854 and 1860 ty which 
the East India Company (or the Secretary\ of State), besides 
providing land, guaranteed interest on the capital at 4! to 
5 per cent (according to the prevailing market rate of 
interest); it was also agreed that half of any surplus pro· 
fits earned was to he used towards . repaying the Govern· 
ment any sums by which it had made good the guarantee. 
of interest; the remainder was to bel~ng to the share- . 
holders. The railways were to be held by the Companies 
on leases terminating at the end of 99 years, but the Gov-

~ ernment reserved to itself the right of purchasing th~ lines 
after 25 or 50 years. 

The guarantee system did not prove very economical, 
and in 1862 an a~tempt was mad~ to promote railway 
construction by means of subsidies, instead of a guarantee 
of interest. The system was further developed i.n 1864. 
The subsidy took .the form of an annual payment for 20 
years at .a rate not exceeding £100 pel' mile of line, with an 

addition in respect of bridges costing more than £10,000. 
The subsidies, however, failed to attract capital; the two 

unguaranteed companies that had been formed in 1862 
were later given a guarantee of interest. It was recognised 
in 1869 that unguaranteed Companies could not be e~pected 
to play any important part in the deveiopment of Indian 
xailways. 
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Two changes were now made in the Government 
policy in regard to railway construction. ( 1) It was 
arranged with some of the most important of the guaran· 
teed Ccmpanies that half of the surplus profits for each 
half-year should be the property of the Government. This 
was a more profitable arrangement from the point of view 
of the Government than the old provision regarding the 
division of surplus profits. (2) The Government decided 
to construct railways itself. For several years after 1869 
no fresh contracts with guaranteed companies were made 

. except for sma11 extensions. 

'By the end of 1879 India had 8,303 miles of railway, 
of which 6,128 miles had been constructed by Companies 
at an approximate cost of £97,872,000 and 2,175 miles by 
the State at a cost of £23,695,226. . . 

In 1880 the Strachey (Famine) Commission urged 
the necessity of a rapid extension of the railway system. 
In view of the difficulty of borrowing large sums directly 
by the State for the purpose, the Commission recommended 
a re-trial of the guarantee system under conditions more 
favourable to the State. Several Companies were formed 
after 1880 with a gu~rantee of intere~t, but in each case 
the terms of guarantee given to the Companies were more 
favourable to the Government than in the case of the first 
guaranteed. Companies. For example, the Government 
guaranteed 4 per cent interest to the Indian Midland and 
Bengai-Nagpur Railway Companies, but the Secretary of 
St9te was entitled to three-quarters of the surplus profits 
in excess of all interest charges. 
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The Government has freely exercised the right that 
it had reserved to itself ~£ terminating the contracts of the 
railway Companies. In some cases the lines purchased 
have been transferred to Stat~ management (the Eastern 
Bengal, the Oudh and RohilkhWld, and Sind Punjab and 
Delhi lines for example). In other cases the lines were 
acquired and placed under the management of other Com· 
panies with which they were amalgamated (the .Madras 
and the Indian Midland lines); in still other cases the old 
Company management was allowed to continue but more 
favourable terms were secured for the State by the reduc­
tion of the amount of the Company's capital, reduction of 
the rate of guaranteed interest and modification of the 
clauses relating to the division of the surplus profits. This 
method was adopted also in the case of East India and 
the Great Indian Peninsula Railways, besides other lines, 
hut these two lines, on the tennination of their contracts in 
December, 1924, and June, 1925, were transferred to State 
management.* 

• The relation~ between the Government and the guaranteed Compant~ll 
now working railways may be summarised as follows :-

The lines that tbey work. are the property of the State. 

· The greater part of the capital is the property of the Government, 
eitller through having been originally supplied by it or through the 
~cquisition by the Government of the greater part of the Companiea' 
mterests on the termination of old contracts. . 

V."hen funds are required for further capital expenditure, the Gown· 
ment h~s the option either of providing them or of calling on tLe Currpaoy 
to prov1de them. The Company receives guaranteed interest at a fixeJ r::.te 
on its capital; and similar payments out of the earnings are ruade to tLe 
Gover~ent. If, after theee have been made, surplus profits remain, they 
are di~ded be~ween the Government and the Company in the variou<> 
proportions provxded for by the contracts. The Company's share ie in a:l 
casea only a small fraction of the Government's share. 
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The total mileage open to traffic at present is about 
43!000. 

All the contracts, exc~>p~ one, which is for a. fixed term of 25 yeare, are 
tN'ninable at the option of the Secretary of State, at specified dates; an•l 
un termination the Company's capital ia payable at pa.r (lllCept in the case 
d the East India Railway Company, which is for special reasons to receive 
ll t~rminable annuity instead of a caAh payment.). 

'I'Le AdminiHtrative control ~xerciaed ·by the Government OV'.lr the 
Colllpanies i~ as follows :-

The Company is bound to keep the line in good repair, in good working 
cooJition, anJ fully supplied with rolling-st<Jck, plant, and machinery; to 
1-~r.p the rolling stock in good repair and in good working condition; and to 
r .. a int a in a sufficient staff for the purposes of the line; all to the satisfaction 
of the BecretMy of State. 

The Sec:retary of State may require the Company to carry out any 
altrrnatinn or improvement in the line, or in the working, that he may 
thit1k n&'f'Bsnry for the safety of the public or for the etl'ectua.l working· of 
1be line. 

The S~cretary of State may r€quire the Company to enter into agree­
nu~nts, on reaRonnbie terms and conditione, with the administration of 
adjoining railways for the exercise of running powers, for the supply to 
(•De nnother of surplus rolling-stock, for the interchange of traffic and 
rolling-stor:k and the eettlemenh of through rates, and for additiona and 
tdt~rati<.nA to, or the reclistribntion of e11ieting accommodation in junctions 
f•r oiher stations in view to their convenient mutual uae. 

Tile tta.ill services to be euo:h as the Secretary of State mo.y require. 
In order t<; secure a general <'outrol over the rates quotcJ by Compnni<>s 
the 8c•;retary of State bas retained power to settle the classification of 
f"loda and to authorise moxirunm and minimum ra.tee within· which the 
r·nu1p~nies ~ha.ll be entitled to charge the public for the conveyllnce of 
I•n sseogera and goods of each class. 

The Company has to keep such accounts aa the Secretnry of Sta.te mo.y 
rP.quire, and these are subject to audit by the Becret.ary of State. 

Iu all other matters relatin~,; to the line, the Company is made subject 
tr, the Anpervisinn and control of the Secretary of State, who may appoint 
Pnth pPr~rJn~ as bo may think proper for the purpose of inspecting the 
line, auditing the accounts, or otherwi~e exer~ising the power of supervision 
an,J cr1nfrol reserved to him. In pa.rticular; ~he Secretary of State hag the 
ri~l1t to appoint a GoverntJ.>ent Director to the I3oard of the Company, 
wttb a power of veto on all proceeainga of the Board. All the monie~ 
tflc~iwrl by the Company In respect of ~he undertaking, whether on capital 
<r r~vcnue account, have to be paid over to the Secretary of State. 
( AJ'pcndix A. to Railway Aaministration Report.) 
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ORGANISATION FOR GovERNMENT CoNTROL 

The formation of a Railway Board was recommended 
in 1903 by Sir Thomas Robertson who had been appointed 
by the Secretary of State in Co~ncil as Special Com· 
missioner for Indian Railways to enquire into and report 
on the administration and working of Indian railways. 
The Railway Board came into existence in 1905. It was 
made subordinate and directly responsible to the Govern· 
ment · of India in the Department of Commerce and 
Industry. , 

0~ the recommendation of the Mackay Committee on 
Railway Finance of 1907, the Board was m~de indepen9· 
ent of the Department of Commerce and Industry, though 
it remained under the administrative charge of the Mem· 
her, Commerce and Industry Department, as the Railway 
member. 

The Acworth Committee recommended the creation 
of a new Department of Communications responsible for 
railways, ports~ and inland navigation, road transport and 
post and telegraphs under a member of Council in charge 
of Communications, assisted by a technical staff consisting, 
on the railway side, of a Chief Commissioner and four 
Commissioners. The recommendations of the Acworth 
Committee were not accepted in their entirety by the Gov­
ernment, but the old Railway Board has been reorganised. 
The present Railway Board consists of a Chief Com· 
m.issioner as President, a Financial Commissioner, one 
Member, 4 Directors, 5 Deputy Directors, 1 Secre.tary and 
1 Assistant Secretary. 
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The guiding principles in the development of our 
railway system have been two; humanistic and Imperial­
istic. 

The railway is an. important means of famine protec­
tion. The heavy mortality in famines in the pre-railway 
days was principally due to the difficulty of moving grain 
to the famine-stricken areas. The difficulty has been 
largely overcome by means of the railway. We have also 
seen that it was at the instance of the Famine Com· 
mission of 1880, which estimated that at least 5,000 miles 
were still necessary to protect the country from famine, that 
a more energetic policy in regard to railway construction 
was adopted. 

In the second place, railways have helped in (a) the 
('Onsolidation of political power and (b) the development 
of the export" of raw produce and the im'port of manufac­
tured goods. 

(a) The most economical method of building up the 
railway sy~tem, as Captain Guenther Voigt points out, 
would have heen to begin from the east or the west coast 
and to expand the railway net inwards. The lines already 
built would have helped to carry railway material, and the 
r.ost of railway construction would thus have been reduced. 
But railway construction was started simultaneously from 
several points, and all considerations of costs were ignored. 
The object was to link up the three Presidencies, with a 
view to facilitating the movements of troops from one part 
of the country to another. The Mutiny had shown that in 
a rountry that was practically roadless the rapid construe· 
tion of lines connecting distant points was of the greatest 
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political importance. This aim was steadily pursued, and 
by 1872 trains were running between Lahore-Calcutta, 
Lahore-Bombay, Bombay-Allahabad-Calcutta, and Lahore­
Bombay-Madras. 

(b) It has been shown in a preceding chapter that till 
recently no attention was paid by the Go"·ernrnent to the 

development of Indian manufacturing industries. We 
have also seen that even at the present time our exports 
consist mostly of raw products and imports of manufac­
tured goods. Railway policy has stimulated this develop· 
ment. The Indian Indushial Commission drew .:1ttention 
to the favourable ·rates for raw produce moving to the port~ 
and imported manufactured articles . moving up-country 
from the ports. The effect of such railway rates has been 
to discourage Indian manufacturing industries. As an 
example the Industrial Commissi~n quoted the case of 
hides: the port rates were 50 per cent le~s than the internal 
rates, which discouraged Indian tanning. "' It would Le 
easy to support the statement:i made above," the Com· 
mission added, " by numerous instances; but the fact:, are 
generally admitted."* 
. The result ~f railway policy has been the conge~1ion 

of industries in port towns. The Commis~ion, wi!l1 the 
object of encouraging the diffusion and decentralisation c,f 
induEtries, recommended the adoption of the principle in 
railway rating that "internal traffic should . Le rated as 
nearly as possible on an equality ,dth traffic of the same 
class over similar .di&tances to and from the por(s."t 

• Report, pa!'a 271. 

t Report, para 272. 
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Complaints were made not only to the Industrial Com· 
mission b~t to the Acworth Committee 'and the Fiscal Com· 
mission that Indian industrie~ had to pay unfair rates both 
on their raw materials transported from other ·parts of 
India and on their manu£ actured articles despatched to · 
the various markets. As may be expected the railway 
authorities believe that the complaints are largely un· 
founded.· The Fiscal Commissiqn thought otherwise.* 

Our railway system ·has not developed naturally, like 
!be English system, according to the requirements of 
internal trade and industry. According to Captain Guenther 
Voigt, the colonial rela.tion Letween India and England 
Jurnishes the key to Indian railway policy in the past as well 
as the present. t 

The effect of the trade depression on railway finance 
J,as been discussed in India in the Crisi.s

1
• Attention may, 

l1owever, he drawn here to the reduced scale of capital ex· 
penditure in the years of depression. Between 1923-24 
and 1933-34 the capital at charge on all railways in which 
the State has a fmancia] interest increased from 629 crores 
to 795 crores, or by 166 crores. In the first six prosper· 

· ·.ous years the capital at eharge gn~w at an average rate of 
23 crores per annum; during the four years of dep.res~don, 
1929-30 to 193:).34, the average fell to 4 crores per annum. 
The IPal increase, however, was greater than this. When 
r.llo\\ ance is made for various factors, the average increase 
in capital during the four years of depression is found to 

" lif/lflrt .of Fisral Com mi6sinn, p11ra 127. 

t S1a,11 w1d E'i.~enb,zhnwcsen in Brilis/dndien, c~nc]u,Jing remo.rks 
(Julius Fptinger, B~rlin, 192ti). 
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he about 7 crores per annum, which is less than one-third 
of the average for the first six years. 

The railways obtained the services of Mr. Pope, of a 
British Railway, to ascertain whether further economie5 
were possible on the Indian railways. As a result of ~lr. 

Pope's visit, small organisations have been created on th~ 

more important railways to conduct detailed inve:::tigation~ 

known as 'job analysis.' These investigations cost money, 
hut are the means of effecting economies much greater than 
the c~st. In addition, Mr. Pope suggested directions in 
which railway earnings might he increased, viz., improved 
publicity work; increased efforts of salesmanship; closer 
study of exports, imports and markets; and more elasticity 
in the quotation of rates and fares. 

The following table shows the number of passengers 
carried by the railways and earnings from passengers: 

Passengers c~r· 1913-1! 192~-30 1~3~-34 
ri~d. Class. (1000). (10')()). lli)iJ1)/. 

I 715 804. 421 

II 3.253 9,125 5,050 

Inter 12,000 17,900 10,557 

III 390,412 606,463 473,535 
---

ToTAL 406,380 641,497 4-89.613 

Earnings. Class. Lakhs. La1:hs. L~kbs. 

I 69 1,04 76 

II 89 1,8-t 1,12 

Inter 1,03 1,59 1,12 

III 18,37 34,11 26,i9 

ToTAL 20,98 38,53 30,09 



RAILWAYS, IRRIGATION AND W~TER·LOGGING 363 

Between 1929-30 and 1933-34 earnings from pas· 
sengers fell by 22 per cent and the number of passengers 
carried by 24 per cent. It will be noticed that third class 
passengers contribute most heavily to railway earnings 
from passengers, their share being 89 per cent of the total 
in 1933-34. They deserve better of the railways. 

IRRIGATION AND WATER-LOGGING . 
In the year 1911·12 the net area sown with crops in 

British India amounted to 216 million acres, of which 40·7 
million acres were irrigated ( 18·~ per teent of total). In 
the year 1929-30 the irrigated area had risen to 51 million 
acres, out of a total of 228 million acres sown with crops 
(22·4 per cent). The area irrigated fluctuates from year 
to year. It amounted to 49 million acres in 1920-21, 43 
million acre~ in 1927-28, and about 49 million acres in . 
1931-32. 

The means of irrigation are canals (both Government 
and private), tanks and wells. Of all Provinces, the Pun­
jab has the largest irrigated area, 14·3 million acres in 
1931-32 out of 31 million acres sown. Of the irrigated 
area in the Punjab, about 10 million acres were irrigated 
by Government canals, 400,000 acres by private ~anals, 
about 3·8 million acres by wells, and only 33,000 acres by 
tanks. A large area is irrigated ·by wells than· by canals 
in the. United Provinces. Tanks are of importance in' 
Madras and Bihar and Orissa. Taking British India as a 
whole, the area irrigated by different means of irrigation in 
1931-32 was as follows: 
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Million !l<:l'I'S 

Government canals 21·6 

Private canals 3·6 

Tanks 6·4 

Wells 11·5 

Other eources 5.6 

The reader is supposed to be familiar with the princi­
pal irrigation works in India, and particularly in the Pun­

jab. The most wonderful of these is the Triple Canals 
System, which iriigates the Lower Bari Doab, lying between 
the Ravi and Sutlej rivers. It was completed in 1917 and 
wmmands an area of 4 million acres. 

The Sutlej Valley Project will command an area of 5 
million acres, of which about 3 million acres are in the 
Bahawalpur State. The Project has already cost about 21 
<:rores (of which 12 crores was cont!ibuted by the Bahawal­
pur State). The revenue accounts of the Project were 

opened in 1926-27. The area actually irrigated in 1932· 
33 was a little over 1·2 million acres each in British t~r· 

ritory and the Bahawalpur State. The Thai Project he: 
evidently been abandoned. One learns from the Punjab 
Administration Report for 1932-33 that in that year ' the 
Haveli Project "was printed and ren:tained under the con· 
sideration of Government." The Haveli Project will bing 
375,000 acres of waste-land under cultivation. The fiMn· 
dal aspects of the Bhakra Dam Project are also being 
examined. 

Tube wells as a means of irrigation hare been tri ~d 
in the United Provinces and the Punjab. Irrigation from 



RAILWAYS, IRRIGATION AND WATER·LOCCINC 365 

tube wells has been found to be expensive-it pays only 
when valuable crops like sugar-cane, potatoes, and tobacc() 
are grown by intensive methods of cultivation.· 

While there cannot he any dispute about the benefits 
of canal irrigation, its rapid development in the Punjab has 
given rise to one of the most serious problems that the Pro­
vince has ever been confronted with-water-logging. 

The consequences of water-logging are so terrible, 
whether viewed from the standpoint of the fertility of land 
and agricultural production, or that of the general health 
of the population, that the subject is well worth our atten· 
tion. 

There is no agreement as to the precise ·definition of 
water-logging, but for our purposes we may define the 
term as the rise in the level of sub-soil water which renders 
land unfit for cultivation. 

. ' 
The approach of the danger is marked by certain 

well-known stages. At first, for one or two years, barani 
crops are unusually successful and there is a spontaneous 
gro"1h of a rich crop of maina. In the third year patches 
kallar (salts) begin to appear on the . affected fields, and 
seed does not germinate on these patches. Yields begin 
to diminish and the patches extend until they .cover the 
whole field. Depressions in close proximi'ty to the canal 
remain permanently damp and have water of a rusty . 
colour. The spring level rises and comes close up to the 
surface of the land. Houses in the abarli begin to · 
crumble to dust and eventually collapse. An abnoxiou& 
odour is emitted by abadies, and drinking water tastes 
raw. 
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Water-logging is due to the rise in the spring leYel. 
When it has.risen so much ~at it is only within a short 
distance of the ground surface, water is drawn up by 
capillary attraction, as a piece of blotting paper, who~e 

edge is dipped in water, sucks up water. The affected 
land then is covered with kallar and finally it is turned 
into a swamp. 

If a well is sunk in any place, water is found at a 
certain depth. lt·may be nearer the surface in one place 
and at a greater distance in another. Suppose water is 
found at a distance 20 feet from the ground surface. In 
technical* language it will be said that the spring level or 
the water-table is 20 feet below the surface. Now if the 
water were pumped out, the well would be found to be 
full again after a certain time. 

More exactly, the spring level may be defined as the 
level up .to which the underground soil is completely 
satuarted with water. The terms spring level and water· 
table are often used interchangeably, but the " spring 
level ,; refers to a particular locality, say a village, while 
the water-table refers to a wider area. 

The sources of sub-soil water in a tract are mainly 
three:-

. (1) Percolation from the rivers and hills bounding · 
the tract. 

( 2) Rainfall. 
( 3) Percolation of canal water, which may be sub· 

di\ided into percolation (a) from main canals and branche~·, 
(b) from distributaries, (c) from water-courses and (d'J of 
water put on the land. 
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Percolation of water from rivers can never cause 
water-logging. The level of water in a river is much 
below the ground surface and the spring level cannot rise 

·above the river level (canal irrigation is flow irrigation, or 
by gravity, and the level of water in the canal must be 
higher than the ground level). 

Secondly, water-logging is not .caused by rainfall. In 
the first plac~, when light rain falls on thirsty soil, the soil, 
as it were, drinks it up. In such a case no water percolates 
to the water-table. 

Suppose now there is a heavy and continuous down· 
pour for se\·eral days. A considerable part of it would be 
immediately carried away by surface drainage; a part 
would be lost by evaporation and part by transpiration 
through vegetation. The remainder, a very small propor· 
tion of the total rainfall, will percolate to the water-table · 
and cause it to. rise, but temporarily. After the rains are 
<>ver, in the dry period which follows, the water added to 
the sub-soil reservoir will be carried away by the sub-soil 
flow, and the water-table will be reduced to its previous 
normal level. 

Of course. when, on account of the canals, the spring 
level has already risen in a tract to within a short distance 
{)f the ground surf ace, rain£ all may raise the spring level 
further, and water-logging may appear. 

The action of canals on the water-table is both direct 
.and indirect. Indirectly, when a canal has been so con· 
f-tructed that it intersects all the drainage lines of a tract, 
like the old Western Jumna Canal, by obstructing the 
.surface drainage it will cause rain or flood water to he 
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held up, and some of this water must, passing through the 
sub-soil, be added to the water-table. This also applies 
to irrigation channels ·and zam!ndars' embankments which 
obstruct the natural drainage of a tract. . 

As for the direct a«;:tion of canals, if nothing interven· 
ed between the bed of a canal and the spring level, water 
percolating from the canal would fall . vertically until it 
reached the spring level. · But the whole spac~ between the 
spring level and the ~anal bed is filled with' soil. The soil 
nearest the sides and the bed of the canal first gets moist, · 
and percolation goes on spreading on all sides until the 
spring level is reached. The spring level then begins t~> 

rise. The water. added to the spring level would tend tt} 

flow away, hut. when the inflow· of water owing to percola­
tion exceeds the sub-soil outflow, the ~pring level continues 
to rise until equilibrium is restored by its rising above the 
ground level. When this, happens, the whole of the area 
surrounding a canal becomes w·ater-logged . 

• 
It has been estimated that of the water taken in at the 

head works of the Punjab canals, about one-third is lost in 
the ·main canals and branches. Of the remaining water,. 
that is water in the distributaries and water courses, and 
that supplied to the fields for actu~l irrigation, also one­
t~ird percolates to the soil to raise the spring level. 

In certain tracts, such as the Upper Bari Doab, we are­
told that equilibrium has been reached as regards the inflow 
and the sub-soil outflow of water and the spring-level there 
is not rising. " In others," says :Mr. Wilsdon, " there are 
no signs that such an equilibrium will be attained before the 

, · water-table reaches the surface of the soil, whereby much 
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valuable agricultural land will become lost to cultivation." 
Mr. Wilsdon refers to the steady rise of the water-table in 
these tracts and says: "We are thus faced with the im­
mediate problem of saving valuable lanJ and citie~ threaten­
ed within a few years, as well as the ominous trend in the 
wJter-table."* 

It should be noted that any rise in the water-table is 
not disadvantageous. In fact, among the indirect benefits 
of inigation, mentioned by the Irrigation Commission of 
1901-03, was "the effect of irrigation and of large 
water storage works in increasing the humidity of the air, 
and in raising the level of the underground water supply." 
The rise in the level of sub-soil water is advantageous as it 
makes well-sinking and the working of wells easier. It is 
also gootl for the crops as it increases the moisture of. the 
soil. An expert witness stated before the Agricultural 
Commission that if the sub-soil water cah be kept at a 
<~ertain depth below the ground level, 15, 18 or 20 feet, 
that water·tahle is a~ gold mine. t The water-table ceases 
to Le a gold mine and becomes a curse only when it rises 
to within a short distance from the ground surface, say 3 or 
1 feet. It then becomes a grave source of danger to public 
health as well as to cultivation. In the interests of health 
the wa!er·table must not be allowed to rise to a distance of 
B to. 15 feet from the ground surface. 

Water-logging is an old problem and it has a history. 
The worst instance of water-logging is perhaps that 

related in the District Gazetteer ot Karnal ( 1892) on the 

• A;;l. Com. Evidence, Vol. VITI, p. HO. 

t Agl. Com. VIII, p. 4:57. 

F. 21 



310 INDIA BEFORE THE CRISIS 

·Western·· Jumna Canal. about a . hundred years ago. It 
produced. such horrible results that one hopes that the 
lessons taught by this history will never be forgotten. 

The Western Jumna Canal is an old canal.. It was constructed 
by Firoze Shah Tughlak in the 14th century. Water was taken from 
the right or western hank of the J umna and carried over a distance 
of about 150 miles to irrigate the King's favourite huntinO' uround 

. 0 0 

at Hissar. The canal silted up during the reigns of Firoze Shah's 
successors, hut it was repaired' during Akbar's reign by the Gover· 
nor of Delhi for the, irrigation of his private estates. The canal 
stopped again about the year 1647. It was repaired under tl1e 

direction of Ali Mardan Khan, the celebrated engineer of Shah 
Jahan, and a new channel excavated to carry water into the city of 
Delhi. During the decline of the Moghul Empire the canal again 
gradually silted up until it ceased to flow. One does not know when 
the next repairs were carried out, but in 1820, 155 acres were 
irrigated from the canal and the irrigated area increased rapidly to 
33,000 acres in 1825 and 321,000 acres in 1840. 

A famine visited Kamal in 1833·34 and caused heavy loss of 
·life. The famine. gave a great impetus to"canal irrigation. The 
.demand for water increased and the area irrigated was limited only 
by the means of supply. The· failure of .~e rains in 1836-37 
increased the demand for canal iriigation still more. Strenuous 
efforts were made by irrigation officers to increase the supply, and 

· every facility was offered to such villages as would make use of the 
water. In most cases the old imperial water-cuts still existed, which 
the village people were ~~.llowed to clear out and use; or they made 
themselves a channel straight from the nearest point on the canal 
from which water would flow to their fields. The Government 
.constructed new· large distributaries and deepened, enlarged and ex· 
tended the old ones. The main channels were also deepened and 
their hanks raised till the water in them touched the crown. of the 
.arches in the bridges. Most of these extensions ~·ere made hurriedly 
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lmder the pressure of urgent need. The system of embankments of 
the canal had been constructed with so little reference to the natural 
<lrainage that it intersected all the drainage lines of the tract and 
threw back the surface water over the surrounding country. The 
carrying capacity of the canal, whose alignment was faulty, and of 
the channels, says the District Gazetteer for Kamal, "has been so 
increased that in most parts te surface level of the water, and in 
some places the bed of the canal, is above the surrounding country, 
and the water is thus forced into the sub-soil by hydraulic pressure." 

In addition to this forcing of water into the sub-soil by 
hydraulic pressure, there was over-irrigation. One may say that 
most canal-irrigated tracts suffer from over-irrigation, on account 
of the wasteful methods of irrigation practised by the cultivator. 
Canal irrigation is not like well irrigation. Every drop of well water 
costs tim(( and effort. Not a single drop of well Wll~';r is wasted 
as it means so much labour for men as well as cattle. But in the 
case of canal water the same reasons for economy do not exist. A 
second important ·point may next be noted. The well water is itself 
drawn from the sub-soil water. When it is u1:1ed for irrigating a 
field, a certain amount of it is lost by evaporation and transpiration 
through vegetation, and to that extent the sub-soil supply is reduced. 
TI1e canal water is not drawn from the sub-soil supply, and excepting 
that part which is lost like well-water, all the canal water that is 
used for irrigation represents an addition to the sub-soil supply. 

What was the combined result of a faulty alignment of the 
canal, a wrong system of embankments and over-irrigation? "The 
result is,"· !'ays the District Gazetteer "that the whole country is 
water-logged by the canal water being fo~ced into it from below, 
while the cultivator drenches it from above.'' And when heavy rain 
came, it fell upon a country already saturated with water. For miles 
and miles the whole country was covered with water. 

Not only was cultivable ~and thus turned, into s.wamps; lwllar 
bOOn appeared. It has been explained above that when sub-soil 
water has risen to within a short distance of the surface it is drawn 
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up· to the surface. On evaporation it leaves the salts it contains 
deposited, and this process repeated for several years covers the !\•il 
with a layer of alkaline salts, lying like fresh fallen snow, often 
3 to 4 inches thick. The soil is now useless for cultivation. Such 
grass as is ·able to spring up in the salt-impregnated land gives the 
cattle diarrhrea, enfeebles and eventually kills them. The whole 
country exhales from its' putrifying vegetation a malaria which 
destroys the vitality of the cultivators and kills them by fever and 
spleen disease.. . . 

In 1841 an epidemic of fever ravaged the whole of the Delhi 
territory and the mortality was so great that in many places tbe 
crops died fo.r want of persons to look after them. Two years lat.er 
another and even more terrible epidemic devastated the country. 
This led to the appointment of a committee by the Government of 
India to investigate the matter, and a further enquiry was made in 
1867 by Surgeon-Major Adam Taylor. Both enquiries conclusively 
proved that the effects of water-logging on the health of the people 
in the canal tract had been disastrous. Another enquiry had been 
made by Mr. Sherer in 1856. He showed that the water level had 
been raised by the canal.from some 60 feet to, in many places, two 
or three feet from the surface, and that the fertility of soil had heen 
very greatly diminished. ·In his report he spoke of "the mi~eraLie 
disease engendered by the tainted water and malarious exhalations 
of the soil: of the spectacle of sick women and diseased childrr·n 
crouching among the ruins of their houses (for in many cases the 
rafters had been sold); of haggard cultivators wading in the swamp<; 
and watching their sickly, crops, or attempting tO pasture their bOll)' 

cattle on ,the unwholesome grass."* 
We learn from the District Gazetteer that an estimate for re­

modelling the· canal amounting to 72 Iakhs was sanctioned in 1871 
and this was increased to 102 lakhs in 1881. In 1885 a full supply 
was carried in the new main channel. . With the remodcllin~ of the 

* Karnal District Gazetteer, 1892, Appenrlix. 
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alignment of the canal, and the draining of the depressions !n the 
ground surface by a well designed system of drains; water-logging 

eeased. 

The spring level was only some 7 or 8 feet below the_ 
surface in the civil station and other environs of Amritsar 
City in 1913. "Twenty years ago," says th~ author of 
the· Settlement Report of the Amritsar District, 1910-14, 
" the last Settlement Officer estimated that the water level 
had risen about 10 feet in the Amritsar Tehsil between 1865 
and 1892 owing to infiltration from the canal and to a 
smaller extent in the other two Tehsils." The rise steadily 
continued after 1892, which Mr. Craik estimated at not less 
than 6 feet in 1914 where canal irrigation was most profuse. 
Wid<·Epread floods had occurred in the Amritsar District 
after the very heavy rainfall of August and September, 
1908, followed by a severe epidemic of malaria, in which 
mortality "reached the appalling figure of a plague 
epidemic." The connection between water-logt;ing and the 
epidemi~ was obvious, and efforts were made to improve 
sanitation by deepening and_ widening natur~l drainage 
channels, and the provision in some localities of artificial 
<lrains. In 1911-12 again. conditions in and around 
Amritsar became very insanitary, due to the steady rise in 
the sub-soil water level. The proposal to curt~il irrigation 
was considered, but the Settlement Officer was doubtful if 
such curtailment would have the desired effect of lowering 
the water-table, and he was certain that" it would provoke 
great resentment among the peasantry. Canal irrigation, 
as is well known, costs much less ·per acre than well 
irrigation, and in all parts· of the district the number of 
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wells has steadily decreased with the. expansion of canal 
irrigation. Finally in 1912 it was decided to replace canal 
irrigation on about 9,000 acres in the affected tract by water 
pumped from tube-wells. The Amritsar pumping scheme 
consists of 15 .tube-wells sunk in a line nearly 4 miles long 
with a pumping capacity of 30 cubic feet per second. 
The· scheme cost 5 lakhs. Financially it has been a loss, 
but t~e water-table has gone down and the sanitary condition 
of Amritsar has improved. 

The foregoing historical account of water-logging is 
interesting for two reasons: first, it serves to illustrate the 
effects of water-logging, and second, it suggests the remedies. 

We have seen that when a canal is so constructed that 
it obstructs the natural drainage of a tract, a remodelling 
of the canal may be necessary. This means the construe· 
tion of a new channel, as was done in the case of the Western 
J umna Canal at a cost of over a crore of rupees. Fortunate· 
ly, we are told, the later canals leave little to be desired in 
this respect. 

The question of improving the natural drainage of the 
country has been engaging the attention of the Government 
for a long time. A Drainage Board was constituted in 
1918. The Board dealt only with water-logging in rural 
areas and concentrated its attention on certain speci ftc 
schemes in the Amritsar, Lahore and Kamal district~. 

From the 1st April, 1926, the Punjab Drainage Board wac; 
reconstituted under the name of the Rural Sanitary Board. 
It is concerned with measures intended for the benefit of 
rural as distinct from urban areas, the latter being in charge­
of the Urban Sanitary Board. 
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To prevent. percolation from a canal to the water-table 
the banks and the bottom of the canal are sometimes water· 
proofed. The, Gang Canal, which takes out ~rom the Sutlej · 
at Ferozepore and carries w[!ter for irrigation to the Bikaner 
State, is lined for its entire length of about 82 miles with 
concrete. The lining of a canal is very expensive. Apart 
from the cost of construction, the lining of the Gang Canal 
cost about a crore •. The. expense of lining all ·the Punjab 
canals and distributaries would he enormous. 

The lining of a canal is. not simple. This may he 
judged from the statement of an irrigation enginee~ before 
the Agricultural Commission. " There is one area," he 
~aid, " where water-logging threatens to he most severe. 
There is a feeder canal called the Upper.· Chenab which 
takes water from the Chenah to the Lower Bari Doah. It 
runs constantly, and is a big 200 feet cand with a depth 
of 10 to II feet. How are you going to line such a channel 
as that?" · 

Lining; again, is only a partial· r~medy. We have 
seen that of the water actually put on the land for irrigating 

' . 
a field, about one-third goes down to the water-table. 
Lining will not prevent the rise of the water-table due to 
percolation from the fields and cultivators' channels. 

Apart from the opening out of closed and obstructed . 
drainages, the only two remedies against water-logging 
which have been found to be effective are (1) replacing. 
canal irrigation by irrigation from wells and (2) by pump­
ing frvm sub-soil. It is thought that as soon as the spring 
level in a tract tends to rise within 10 feet of the 'natural 
surface, the restriction of canal irrigation in the manner 
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stated is necessary to check the further rise of the spring 
level. 

It is a matter for regret that the area irrigated from 
wells in the Punjab has decreased steadily on account of 
the extensiQn of canal irrigation to tracts formerly dependent 
on wells. It amounted to 4·6 million acres in 1868-69, 
3·9 million acres in 1920-21 and 3·8 million acres in 
1931-32. The explanation lies in the fact that the cost of 
irrigation from canals is very small as compared with that 
from wells. The figures given by the Agricultural 
Commission are Rs. 3-8 per acre for canal irrigation and 
no less than Rs. 22 per acre for irrigation from a well. 
In view of the great difference in cost, it is not surprising 
that wells have been superseded by canals as the source of 
water supply in the areas served by the canals. 

Incidentally it may be mentioned that the difficulties 
connected with the· construction of wells by pri.vate enter· 
prise are very great where the holdings are very small in 
size and where there is much fragmentation of holdings. 

It will be easily understood that the restriction of 
canal irrigation by turning some perennial canals into 
Kharif canals is resisted by the zamindar. An example 
is given by R. B. Wazir Chand Chopra, Superintending 
Engineer, in his interesting note printed in Vol. VIII of the 
Evidence given before the Agricultural Commission. In 
the case of the upper reach of the Hafizabad Distributary, 
where irrigation was once abandoned on account of wnter· 
logging, and where some improvement had taken place ~-s 

the result of the construction of seepage drains, the restora· 
tion of irrigation was contemplated for Kharif crops only, 
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but, as a matter of fact, perennial irrigation was sanctioned 
in the end. 

It is obvious that where water-logging is threatened, 
canal irrigation must be restricted. It means hardship 
for the cultivator on account of the much greater cost of 
well irrigation, but water-logging means disaster. 

We have seen that pumping from sub-soil h~s been 
fuccessfully tried in Amritsar. The chief hope of success 
in dealing with water-logging lies in the development o.f 
schemes of pumping sub-soil water by means of tube-wells. 
This water can, of course, be utilised for irrigation in the 
place of canal water. The cost, however, will be greater. 
It is estimated that the cost of water pumped from the sub· 
soil will be about Rs. 10 per acre. In order that the 
pumping installation may pay (in Amritsar it is working 
at a loss) the consumer may have to pay a rate of Rs. 12 
to Rs. 15 per acre compared to the present canal rate of less 
than Rs. 5 per acre. 

In this connection the progress of the "Mandi Hydro· 
Electric Project (opened in March, 1933} will be watched 
with great interest. ·The Mandi scheme utilises the waters 
of the river Uhl, which joins 'the river 13eas at a point about 
5 milrs east of 1\landi~ for generating electric power. 
When the whole scheme is in operation, power could be 
::.upplied to over 47 towns, extending from Delhi and 
Rohtak in the south to Sialkot and Lya11pur in the north, 
at a very cheap rate. The development of the scheme is of 
con:::iderable importance from the point of view of remedial 
m~Hsures which are to be· adopted fo-r dealing with water· 
logging. By providing a cheap source of power for the 
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working of tube-wells, the Mandi scheme may make an 
important contribution to the ,solution' of our problem. 

Finally, we may consider the ~eans of preventing 
over-irrigatio~, or the enormous waste of canal water by 
the cultivator. We have seen that over-irrigation must 
tend to increa~e the sub-soil water supply. It has been 
estimated that the ~mount of excess w~ter applied to crops 
such as wheat in Northern India is from 30 to· 50 per ,cent. 
In the P~ja~ water is charged for by the area of the crop 
matured, and the· rate per acre differs 'for different crops. 
When w~ter is sold per acre, and not by volume, the 
cultivator has no incentive to be economical in the use of 
the water. The Agricultural Commission were also of 
opinion that wastage is also caused by the uncertainty of 
supply. In the case of well irrigation, the source of supply, 
the well, is always at hand. The supply is certain, which 
renders it unnecessary for the cultivator to apply water to 
his crops in excessive quantities at any time, quite apart 
from the question of labour involved in working a well, 
which effectually prevents waste, of well water. "With 
canal irrigation," to quote the Agricultural Commission, 
" the cultivator o~ten does not know definitely when the next 
watering will be possible; he therefore apP.lies wa.ter in 
large quantities in the hope that this will. tide him over the 
period of unknown length during which it is not available " 
(Report, p. 335). The result is not merely an enormous 
waste of water, but damage to crops and the land. 

lt is certain that if water were charged for by volume, 
the cultivator would very soon develop more economical 
habits in its use. But irrigation engineers generally doubt 

' '"') 
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if the sale of water by volume to small cultivators is 
practicable. However, improvements have been made in 
the existing area system of distribution by means of which 
considerable economy of supply has been effected. 

ExTENT oF WATER· LOGGED AREA 

The Punjab Irrigation Report for 1926-27 stated that 
the area actually thrown out of cultivation by t~e rise of 
sub-soil water to the ground surface was about 125,000 
acres, and the Punjab Administration Report for the same 
year estimated that there was. danger of expansion of water­
logging to the extent of 700,000 acres more. " The area 
affected has been steadily growing in past years," said the 
Punjab Administration Report for 1930-31. Since then no 
great change has taken place. In certain districts (e.g., 
Lahore and Sheikhupura) alkaline area ( thur) has increased, 
while in other cases there has been a reclamation of sern or 
swamped areas. The problem is considered " serious ''1 in 
eleven Districts. It is " most acute "2 in the area lying 
between the Jhelum and Ravi rivers. 

The Water-logging Board has recommended the adop­
tion of a five-year drainage programme for the construction 
of a comprehensive net-work of main drains in the Chaj 
and Rechna Doabs for carrying off rain water. Precautions 
are being taken to prevent rain water from reaching the 
sub-soil in critical areas; 

1 The. I'nujrtb Aclminiatration llrport for 1931-32, p. 20. 

2 The I'unjaL Admiuiatratiou Report for 193·3-33, p. 83. 



CHAPTER XII 

RECENT LABOUR LEGISLATION 

Problems connected with Indian labour were examined 
by the Indian Labour Commission, appointed in 1929. 
The recommendations of the Labour Commission, which 
covered a wide field may be divided into three groups:­
(1) conditions of employment and work, (2) the standard 
of lif~ of the worker, and (3) general questions relating 
mainly to the industrial worker, namely, workmen's 
compensation, trade unions and trade disputes. 

As regards hours of work the Commission suggested a 
weekly limit of 54 with a daily limit of 10 for adults, and 
5 for children ~f from i2-15, instead of the then prevail· 
ing 60 and 11 for the former and 6 for the latter. Detailed 
recommendations were made regarding rest~intervah, 

spread-over of hours and exemption of factories from the 
provisivns of the Factories Act relating to hours of work. 

Working conditions in factories were subjected to a 
careful examination and recommendations made for improv· 
ing the welfare and safety of the workers under the 
headings: Health, Safety, Welfare and Administra~ion. 

Special stress was laid on amenities for working mothers. 
As regards seasonal factories (cotton ginning and 

pressing factories, tea factories, rice mills and jute presses) 
the Commission recommended the establishment of standards 
., which may not be identical with those of perennial 
factories, but which will be enforced with as much "igour 
as is applicable to the latter." 

380 
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The Comm.ission dreJ.v pointed attention . to certain 
gross abuses of child labour in seasonal factories, i.e., 
unhealthy conditions of work, corporal punishment in some 
places, long hours and low pay (2 annas for 10 or 12 hours 
of work). The recommendations of the. Commission regard- · 
ing the pledging of the labour of persons under 15 years 
were meant to apply to all, and not_ merely to unregulated 

. factories (i.e., factories using power but employing less 
than 20 persons, or factories using no power but employing 
substantial n)Jmbers of workers). · 

Weekly hours of labour in mines were fixed by law at 
60 above ground and 54 below. Under existing regulatio~s 
women are to be entirely excluded from underground wotk 
after July lst, 1939. ·The Commission recommended 
reduction in hours of work above ground to 54; that 
recruitment of women for underground work be discontinu· 
ed; and that children under 14 be excluded from work in 
or about mines. 

The Report of the Commission vividly describes the 
deplorable housing .conditions in industrial areas. The 
Commission urged the need for town-planning Acts in 
Bombay and Bengal, and asked the Government to lay down 
minimum standards regarding cubic space, ventilation and 
lighting, drainage and sanitation, and to insist on the 
adoption of model bye-laws issued by them (Government). 
The Government were also to subsidise in various ways 
employers' building schemes approved by them. The 
Commission also recommended the strengthening of the 
Provincial Public Health Departments and the e,nactment of 
comprehensive public health measures. Particular attention 
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was to be devoted to anti-malarial measures and to 
maternity welfare; the enactment of maternity benefit 
schemes was suggeste,d. 

The Commission recommended the extension of the 
Workmen's Compensation Act of 1923, and the improve­
ment of scales of compensation. 

In regard 'to trade unions the Commission recommend­
ed that registration of unions should be encouraged 
and their recognition made easy. The Trade Uniona 
Act was to be re-examined in not less than three years 
time. 

The Commission recommended collaboration between 
the employer and the Trade Union (where such exists) in 
the formation and working of Works Committees. Also 
there should be a larger body of representatives of workers 
and employers of the industry in the centre concerned. The 
establishment .of som~ permanent statutory machinery to 
deal with trade disputes was to he considered before the 

. expiry of the Trade Disputes Act of 1929 . in 1934. 
Meanwhile Government were to utilise their power to 
establish Boards or Courts where considered necessary or 
useful. Every provincial Government was to have an 
officer or officers to. undertake the work of conciliation and 
bringing about private agreement. 

The Commission also recommended that in the frame· 
work of the future poli'tical constitution provision should 
be made for an Industrial Council which would enable 
representatives of employers to confer regularly on labour 
measures and policy. Labour representatives should be 
elected by registered Trade Unions or, failing tl1ese 
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nominated by Government. The functions of this Council 
were thus -defmed : 

( 1) to examine proposals for labour legislation 
referred to it and also to initiate such 
·proposals; . . 

(2) to promote co-operation and understanding 
among th.ose concerned. with la~our policy; 

( 3) to advise. the central and provincial Govern~ 
ments on the framing of rules and regula· 
tions; 

( 4) to advise regarding the collection of labour 
statistics and the co-ordination and Qevelop· 
ment of economic research. 

GovERNMENT AcTION oN THE REPORT 

Special reports show the action taken by .the Govern· 
ment of. India and provincial Governments on these recom· 
mendations. · . , 

Many of the recommendations "which involved· central 
legislation have been given effect to in .the Factories Act of 
1934. This Act repeals the Indian Factories Act of 1911. 
:and the amendments of the· Act in 1922, 1923; 1926 and 
1931. . 

Working Hours of AdultS.-The weekly limit is 54 
hours for perennial factories and 60 hours for seasonal 

. factories.1 

1 There is no change in the definition of a factory. As before it is a 
place where power is uued in manufacturing processes and not less than 20 
i'er~ona are employed daify. 
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Sunday will be a holiday except in cases 8pecially 
provided for in section 35. 

Daily h{)urs.-The limit is 10 for perennial and 11 
hours for seasonal factories. 

There will be a rest interval of one hour after six 
hours of work, or of ! hour after 5 hours work, or two 
r~st intervals of ! hour before any one works for more 
than 8! hours. 

Spread-ot·er.-The periods of work of an adult w')rker 
in a factory shall be so arranged that along with his 
intervals for rest -they shall not spread over more than 13 
hours in any day. 

The ~ocal Government . may make rules for adult 
workers providing for the exemption of workers engaged on 
urgent repairs, o:t in work which, for technical reasons, mu~t 
be carried on continuously, etc., from the rules mentioned 
above. But no exemption from the provisions of section 
36 (daily hours) may be granted in respect of any· woman; 
no woman is allowed to work in a factory except between 
6 a.m. and 7 p.m. 

Special provision has been made for night shifts, and 
for extra pay for over-time (ordinarily I! times the 
ordinary rate of pay). 

Adolescents and Children.-No child (defined as a 
person under 15) who has not completed his 12th year. 
shall be allowed to work in any factory; noq-adult workers 
(children and adolescents) shall carry tokens giving 
reference to certificates of fitness. 

No child shall be allowed to work in a factory for 
more than 5 hours any day, and the hours shall not be 
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spread over more than 7! hours. No child shall be 
allowed to work except between 6 a.m. and 7 p.m. 

Adult labour may not be exacted from an adolescent 
(defined as a person who i3 below· 17 but has completed his 
lSth year), unless he has been granted a certificate of 
fitness to work in a factory as an adult. . 

Chapter III of the· Factories Act of 1934, which is 
concerned with health and safety, contains provisions relat· 
i ng to cleanliness, ventilation, artificial humidification, 
cooling, over-crowding, lighting, water, latrines and urinals, 
precautions against fire and means of escape, safety of 
buildings and machinery, tests of stability of buildin~ or 
rrw.chinery, etc., notice of certain accidents and other matters. 
The recommendations of the Labour Commission have been 
carried out. 

The Commission had recommended the application of 
certain section of the Factories Act to unregulated factories. 
The extension of regulations to unregulated factories raised 
questions of difficulty "especially at a time when financial 
comiderations make it impo5sible to contempJate any 
~ubstantial increase in the strength of the inspecting staff.'" 
Government legislative action has been limited to recom· 
mendations involving the alteration of the law applicable 
to factories already subject to regulation. But efT ect has 
heen given to the recommendation of the Commission that 
a bond pledging the labour of a p~rson under 15 years 
exempted for or on account of any consideration should be 
comidered void. The Children (Pledging of Labour) Act 

2 Srcond Report $howing the action taken b11 ths Go11ernrnent im thtl 
T(P['0rt of the Labour Commission, r· a. 

F. 25 
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was passed in 1933. An agreement to pledge the labou'r 
of a child shall be void, but a~ agreement made without 
detriment to a child, and not made in consideration' of any 
benefit other than reasonable wages to be paid for the 

child's services (terminable at a week's notice) is not an 
~' agreement to pledge the labour of a child." 

MINES 

A Bill to amend the Indian Mines Act of 1923 was 
introduced in the Legislative Assembly in January, 1935. 
It provides for a weekly day of rest, and limits hours of 
work above ground to 54 a week and 10 in any day. The 
periods· of wo!k along with intervals for rest shall not be 
spread over more than 11 hours. 

The following are the provisions of the bill relating 
to hours of employment below ground: 

( 1) The periods of work of a person employed to 

work below ground in a mine shall be reckoned from the 
time he leaves the surface to the time he returns to the 
surface and shall not in any day spread over mc,re than 
9 hours. 

(2) No such person shall be allowed to remain below 
ground except during his periods of work. 

Work above ground chall not be carried on in any 

mine for a period exceeding 11 hours in any day, except 
by a system of relays so arranged that not more than one 
relay of persons employed in work of the same kind shaH 
he at work in the mine at the same time. 

The Labour Commission said that they wuuld " like 
J.o see the possibilities of 10 and ·9 hour shifts exploret~, lci 
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well as the more usual 8 hour · shift."3 The bill 
reduces the daily limit to 11 hours. It was thought that 
a daily limit of less than 12 was objectionable from the 
point of view of the workers, who would be unable to 
maintain the current level of earnings. But the Labour 
Commission found that some of the larger collieries were 
working 8 hour shifts, and other collieries 10 hour shifts. 
" It is significant," wrote the Commission " that at such 
collieries the attendance and the level of earnings tend to 
be higher than prevail at collieries working longer hours, 
anJ it is not suggested that earnings at such collieries are 
below the general level."' 

Some other recommendations regarding mines are 
under consideration, one of them relating to underground 
piece-workers. The Commission recommended that under· 
ground piece-workers should be credited for purposes of 
payment with a minimum output for each shift worked, not 
exceeding the normal daily output of a man of average 
skill and industry, and that this standard output should be 
fixed by Mining Boards. 

PAYl\fENT OF WAGES 

In organised industry in India the monthly payment of 
wages is the rule. .The Labour Commission favoured the 
adoption of the system of weekly payments, but were not 
preparcJ to advocate its general enforcement by Govern· 
ment. They, however, recommended. the prevention of 

3 Report of the Labo11r Commission, p. l!ie. 

4 Ibid., p. 120. 
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delayed payments. As the Government of India stated to 
the Commission it was no uncommon thing, and the rule in 
certain industries, for monthly wages to be systematically 
withheld until a fortnight after the close of the month to 
which they related. The Commission's recommendation 
was that the law should insist on the . payment of wages 
within 7 days from the expiry of the period in which they 
have been earned in the ordinary case. 

The Commission also noted certain abuses in connec­
tion with deductions from wages. They found fining 
common in perennial factories and on railways. Other 
deductions were on account of medical attendence, educa­
tion, reading rooms, interest on advances of the labourers' 
own wages, charities, religious purposes selected by the 
employer, and various ot~er benefits or causes. A common 
practice in the textile mills was the handing over to the 
weaver of cloth from his 'own loom spoilt in the course of 
manufacture, and the deduction from his wages of the 
wholesale selling price. In some mills two days' pay was 
deducted for one day's absence. 

The Commission considered legislation to regulate 
deductions fr~m wages ,·both necessary and desirable.';. 

· In the ca.se of children .they recommended the abolition of 
fines by law. A Bill to regulate the payment of wages to 
certain classes of persons e~ployed in industry was 
introduced in the Legislative Assembly on the 13th 
February, 1935. 

The Act will apply to factory employees, and, wit.h 
the exception of section 5, to railway employees. 

5 Ibid., p. 218 
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Section 5 provides for the payment of wages before 
the expiry of the 7th day. from the last day of the wagft· 
period in which the wages have been earned in the ordinary 
cas~. 

The Act will recognise 11 kinds of deductions which 
may be made from wages and no other.* No child (person 
below 15 years) can .be fined. In the case of adults, 
stringent rules have been framed to regulate fines. Among 
other things, the total fine imposed on an individual in a 
month must not exceed an amount equal to half an anna 
in the rupee of the wages earned by him in that month. 
Fines and realisations must be recorded in a prescribed 
form. A deduction for damage or loss must not exceed 
the amount of the damage or loss caused to the employer 
by the neglect or default of the .. workman. Deductions for 
house accommodation or other services should not 
exceed the value of the service rendered, provided the 
house accommodation or other service has been 
accepted. 

Claims arising out of deductions from wages or delay 
in payment of wages will be heard and decided by a suit· 
able person appointed by the Local Government. 

* By way of fine; for damage to or loss of goods entrusted to the 
wor~:er; housing aceommodation, or (lther epecifletl services; recovery from 
the lh;t wage J..>ayment of advances of money given before employmen~ 
h~gun; advance payment of wng~s already earned or in adjustment or over­
payruent of wages; other ad-vances of wages marle subject to rules frame(l by 
the Local Government; income-tax payable by the worker; dedudions made 
nn,J~r any order of Court or other competent antbority; on account of any 
re~ouui~ed Provident Fund; on account of payment to approved co·operative 
trc1lit sodetica. 
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WoRKMEN's CoMPENSATION 

The Labour Commission recommended that the old 
Act of 1923 should now he extended to cover as completely 
as possible the workers in organised· industry whether their 

· occupations were hazardous or not, and that there should be 
a gradual extension to workers in less organised employ· 
ments; the Commission also mentioned particular classes 
which, were to he included .. In pursuance <>f these recom­
mendations the.Indian Legislature has passed the Workmen's 
Compensation (Amendment) Act of 1933. The ·classes 
mentioned by the Commission have been included.* 
' The compensation payable in certain cases is··given in 
schedule IV attached to the Act. In the event. of death. of 

· an adult· workman the amou~t of co~pensation payable 
rises from Rs~ 500 when the monthly wage is not more than 
Rs. 10, to Rs. 4,000, when· the monthly wage exceeds 
Rs. 200. For the same limits of wages, the amount of 
co~pensation for permanent total disablement of an adult 
workman varies between Rs. 700 and Rs. 5,600. In the 
case of temporary disablement half monthly paym~nts are 
made: half his monthly wages to the i~jured work~1an 

' * Workmen e~ployed in factories uaing power and. eruploying not les:i 
than 10 persons, and in factories not using power employing' not leo.s than 
50 persona;. workmen in all mines, except open quarries in which less tbHn 
50 persons are employed and no explosive are used; workers employerl il) • 
docks and in oilfileds; certain classes of seamen; workers on tea, coffee or 
rubber. plantations 'employing no~ less than 50 persona-no distinction bas 
been made between Government and non-Government plantations; work· 
men engaged in building work: workmen engaged in connection .with the 
generation and distribution of electrical energy; wGrkmen engaged in the 
construction, maintenance or demolition of canals, sewers, public road6, 
dams, embankments, etc. 
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earning not more than Rs. 10 a month, and rising from 
Rs. 6 to Rs. 30 in the case of others. The compensation in 
the case of a minor is as follows: death, Rs. 200; permanent 
total disablement, Rs. 1,200; temporary disablement, one· 
half of his monthly wages suhj~ct to a maximum of Rs. 30. 

In the case of tempt;>rary 'disablement the half monthly 
payments begin after the expiry of a waiting period of 7 
days from the date of the disablement and continue during 
the disablement, or during a period of 5 years, whichever 
period is shorter. 

The Trade Disputes Act of 1923, as amended in 1932, 
continues in force. The princiP.al features of the Act are 

· described below : 
The Act is divided into three main parts. The first 

part relates to the ~stablishment of tribunals for the 
investigation and settlement of trade disputes. If any 
such dispute exists or is apprehended, the Local Govern­
ment or the Governor-General i11 Council may refer the 
dispute to a· Court of Inquiry or a Board of Conciliation 
appointed for the purpose. On a Board· of .Conciliation, 
when it does not consist of independent persons, the parties 
to the dispute will be equally represented. 

Neilher party to a dispute would be under any obliga· 
tion to accept the findings of a Court or the advice ·of a 
Board of Concili~tion, but the d,ecision 9f the Cou~t or the 
Board will be published, and public opinion counts in such 
matters. 

The second part of the A~t relates to public utility 
services. A public utility services is defined as any railway 
which the Governor-General in .Council may so declare for 
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the purposes of the Act; any postal, telegraph or telephone 
service; any undertaking or business which supplies light 
or water to the public; and any system of public conservancy 
or sanitation. Cla~se 15 of the Act makes it a penal offence 
for wo.rkers employed on monthly wages in public utility 
services to strike without previous notice. 

The clauses relating to illegal strikes and lockouts 
follow closely the provisions of the British Trade Disputes 
and Trade Unions Act of 1927. They apply when both of 
the following two conditions are satisfied: (1) a strike or 
lockout must have other objects than the mere furtherance 
of a trade. dispute within the industry concerned, and (2) a 
strike .or lockout must be designed to coerce t_he Government 
either directly or by inflicting hardship on the community. 

In addition to central legislation already enacted or 
contemplated, in tertain cases provincial Governments are 
considering legislation on the lines recommended by the 
Labour Commission. Reference may· be made to Bengal 
Workmen's Protection (against ·money-lenders') Bill, 
Bombay Money-lenders' Bill, a Bill introduced in the 
Bombay Legislative Council in 1933 to amend the Bombay 
Maternity Benefit Act of 1929, the Bombay Trade Disputes 

. Conciliation Bill of 1934, and the Madras Bidi Factories 
Bill (non-official). The Labour Commission described bidi 
factories as ~' small, airless boxes, often without any 
windows, where the workers are crowded so thi~kly on the 
ground th~t there is barely room to squeeze between them.~' 
The statement of Object~ and Reasons attached to the Bidi 
Bill points out that bidi. making has in recent years grown 
into a large-scale industry, localized in the city of ~IaJras · 
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and in certain Moffus.sil centres. In each of these centres 
tens. of thousands of workers are reported to be employed 
in bidi factories, the number of labourers .employed in any 
one factory ranging from 10 to 700. The Factories Act 
does not apply to bidi factories as· no power is used in the 
process of manufacture. About 50 per cent of the total 
number of workers are persons below the age of 16. The 
sanitary conditions .are bad, and ho~rs of work range 
between 12 to 16 per day. The employees 'do not get 
regular intervals for meals or weekly holidays; 

The Government of India have, for financial reasons, 
be~n unable to accept the recommendations of the Labour 
Commission regarding unregulated factories, but, as the 
case of the 1\ladras bidi factories shows, such legislation is 
urgently needed. 

THE STANDARD OF LIVING 

An inq~iry into working class budgets was carried out 
hy the Bombay Labour Office in 1921-22. 2,473 ~orking 
class family budgets, ·and 603 single men's budgets-a. 
total of 3,076 budgets, were collected. About half the 
budgets referred to cotton· mill workers, the remainder 
being budgets of municipai workers, dock labourers,, and 
railway and engineering workers. The average working 
dass family consisted •of 4·2 persons, viz., 1·1 men, 1.1 
women, and 2·0 children under 14, exclusive · of ·6 
dependents living· away from the family. The average 
earnings of the family per mensem of all the.2,473 families 
v. ere Rs. .52-4-6. If we. include average earnings in the 
603 single men's budgets (Rs. 43-10-3 per mcnsem) the 
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average earnings of men for the total of 3,076 budgets 
~rop to Rs. 42-9-6 per mensem. . The income of 75 per cent 
of the families for whic~ budgets were 'collected ranged. 
between Rs. 40 and Rs. JO per mensem. How was the 
income spent? The percentage expenditure on the main 
groups ~a~ as follows-:-

Food· 56·8 per cent. 

Fuel and lighting .. 7·4 " 
.Clothing 9·6 " 
House-rent •• 7·7 

Miscellaneous 18·5 " 

100·0 " 
Thus more than half· the total family income was 

spent on food. The percentage of expenditure on food 
was f<>und to decrease as the income increased, thus con· 
firming Engel's Law. When these results are compared 
wi\h the results of similar· enquiries in other countries it 
is found that the proportionate expendit11;re on food in 
countries with a high standard of living, as the . United 
States, the United Kingdom and Australia, is lower than in 
India .• 

The quantity of food consumed 'by tl{e industrial 
workers in Bombay was insufficient. "The general conclu­
sion," says the report, " is that industrial workers consume 
the maximum .of cereals allowed by the Famin~ Code, but 
less than the diet prescribed in the Bombay Jail Manual." 
The following table shows the daily codsumption of cereals 
and other articles of food per adult male in lbs. as arrived 
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at from 2,473 budget~ of working class families in Bombay, 

and the jail alb:>w~nce :-

2,473 
FAKJLJ BoMBAY JAILS. 

Btroors. 
Hard Light 

Articles. lbs. labour, labour, 
lbs. !hi. 

Cereals 1·29 1·50 1·38 

Pulses ·09 ·27 ·21 

Beef and Mutton ·03. ·04 ·04 

Salt ·04 ·03 ·03 

Oils ·02 ·03 ·03 

Others*· .• ·01 

TorA.L .. 1·54t 1·87t 1·69 

It is a remarkable fact that work~rs in one of the lead­
ing Indian industries did not get more cereals to eat than 
the famine allowance for diggers and that they actually get 
less than the· jail allowance for prisoners. " The st~ndard 
of comfort," says the report, " is not high. The necessaries · 
·for efficiency are not as great as they ought to be." 

As regards fuel and lighting, ~orking class families 
do not use gas or electricity; kerosine and ·wood represent 
the whole expenditu~e under this head. The expenditure 
on clothing was found to be particularly low in the lowest 

* Inrludea suga~, tea, milk and yhee (clarified butter). 

t Exclusive oC sweetmeats, contlin1ents, spices, vE'getables, fnHt~. fi:~h. 
rcrresbments, and other foo,J for which no estimates were' available. 

: ExcluRive of 6nion'l, rortlimeots, ve;tetables and talllario'l. 
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income class (below Rs. 30 per mensem), and it is a cause 
of indebtedness. As regards housing, 97 per cent of the 
working class families whose budgets were tabulated were 
living in overcrowded single rooms. 

The w~rki~ class families, except the highest income 
class, spent practically nothing on education, At least 4 
per cent of the total expenditure was accounted for by 
drink-th_e percentage was higher in the case of some 
classes. The consumption of liquor by the industrial 
population had increased, and this was probably connected 
with the conditions under which the industrial workers 
lived; 47 per cent of the working class families were found 
to be in debt. The a~nual rate _of interest paid was one 
anna in the rupee per mensem, or 75 per cent per annum. 

THE LABOUR CoMMISSION's INVESTIGATIO~s 

The Labour Commission collected statistics bearing on 
, the income and expenditure of working classes in different 
parts of the country. They considered the material "' inade­
quate as a basis of any complete treatment of the worker's 
ills,'.' but the material is still valuable. It may be doubted 

. if any great rise has occur~ed in the income or standard 
Of living of the industrial worker since the Labour Com­

. mission reported. 
Cotton Mills.-There are considerable variations in 

wages. In Bombay the average earnings of two-loom 
weavers in 19 selected mills varied betweei) Rs. 1-9-1 and 
Rs. 2-1-6 per day. The variations were greater in 
Ahmedabad. The average monthly earnings of Bombay 
operatives and the percentage and average earning:3 of 
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operatives who worked without any absence are shown 
below: 

Group 

l\!en 
Women 
Children 

Workers who worked 
without any absence : 

Average monthly Percentage. 
earnings of all 

worker:>. 

Rs. as. p. 

37 10 2 53 
17 12 4 33 
5 10 4 36 

Average 
monthly 
earnings. 

Rs. as. p. 
44 3 6 
20 4 6 
6 13 10 

These figures are lower for Ahmedabad and much 
lower still for Sholapur. 

In the Madras Presidency wages for weavers in cotton 
mills were officially reported to be about a rupee, a~d for 
male spinners about 10 annas a day; the monthly wages of 
male weavers ln~ited Provinces w. ·ere report~_a to be 
Rs. 33, and of male s~ners Rs. 25 .. Punjab, Delhi and 
Bengal showed higher r~tes. . 

I ute.-V/ ages in the j~'te_, mills of Bengal in different 
departments, varied between R;. 4-5-3 (hatching) and Rs. 
9-8·0 (sacking weaving), for 60 hours''W?rk. . · \ 
. . Engineering and Metallndustries.-\'h.~ ~~re high· 
e~t in Bombay, and lowest in Madras, Bengal, ~r and 
Orissa and the United Provinces. Masons in Bombay'm~ 
earn (monthly) Rs. 50-70, carpenters and blacksmiths 
Rs. 60-75, and fitters and turners Rs. 65-80. In the 
provinces named, where wages are lowest, the average month· 
ly earnings of masons were about Rs. 30, of carpenters about 
Hs. 35, and of blacksmiths, fitters and turners abeut 
Rs. 40. Wages in C. P., Burma, the Punjab and Delhi 
were somewhere between the two extreme:;. 
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Seasonal Factories.-In the Punjab the rates reported 
were 8 annas a day for men and 6 annas a day for women. 
Rates in Madras and the United Provinces were about the 
same. In the Bombay Presidency the rates were higher 
and showed considerable variations in different districts. 

Mines.-The Commission estimated the a~·erage month­
ly earnin&s of a coal-cutter at about Rs. 10 to 15. In 
numerous quarries the daily wage varied between 5 annas 
and 8 annas for men and 4 annas to 5 annas for women. 

Dock Labourers.-The Bombay Port_ Trust put the 
average monthly earnings, including payment for overtime, 
of dock labourers in its employ at about Rs. 32. In Cal­
cutta the average monthly earnings of stevedore labour 
were estimated to be about Rs. 20. 

Unskilled, labourers.-The Commission found that 
while the unskilled labourer in towns earned " appreciably 
more than the agricultural labourer,"6 his earnings were 
usually low. In the industrial centres of Burma and Bombay 
the rate for men was above 12 annas; it was less than this in 
Delhi and the Punjab. In Bengal, Bihar and Orissa and 
parts of the £entral Provinces the daily rates were rougl1ly 
8 annas for men, 6 annas ·for women and 4 annas for 
children. 

Family lncome.-The Labour Commission's analysis 
of family income is based on two investigations made into 
family budgets in Sholapur and Ahmedabad by the Born· 
hay Labour Office in 1925 and 1926. The average month· 
ly expenditUre was Rs. 37-13-11 in Sholapur and 

6lbid., p. 203. 
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Rs. 39-5-8 in Ahmedabad. Food, fuel and lighting, cloth4 

ing and house rent accounted for over 82 per cent of the 
total expenditure in Sholapur and for 85 per cent in 
Ahmedabad. " These facts," write th~ Commission, "are 
hcst left to speak for themselves, and it is unnecessary to 
emphasize the general poverty they disclose."7 The Com­
mission emphasized the need for improvement in this 
respect, for poverty of the worker reacts on his efficiency: 
"' Thus poverty leads to bad conditions, bad conditions to 
inefficiency, and inefficiency to poverty. We believe in 
attempting to break the vicious circle at as many points as 
possible. There must be an endeavour to enhance efficiency, 
tD heighten earnings and to improve the conditions of 
1ife.'~8 · 

The vicious circle, however, cannot be broken by 
prescribing minimum wages in all industries. The Com· 
mission (as we have seen) recommended the guaranteed 
payment vf a. standard minimum output in the case of 
11nderground workers in coal mines. Even this is not 
equivalent to a minimum wJge, as the rate of payment has 
been left unregulated. 

Indebtedness.-The Commission estimated that in 
most industrial centres the proportion of families or 
individaals who were in debt was not less than two-thirds 
(1f thP whole. They believed that in the great majority of 
cases the amount of debt exceeded three months' wages, 
and WM-1 often far in excess of that amount. The rates of 
interest were high, in some cases even 150 per cent or more 

'7 ll·id., p. 207. 
SJbiJ., p. 208. 
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per annum! The Commission were impressed by the num· 
her of. cases in which an i~dustrious worker was obliged to 
curtail his expenditure on necessities to meet interest 
charges "without the faintest prospect of being able t() 

reduct the principal."9 They made a number -of recom­
mendations regarding the attachment of wages and salaries 
and imprisonment for debt, which are being examined by 
the central and provincial Governments. Their recom­
mendation for the reduction of the period of limitation for 
debts and the period within which a decree rna y be kept 
alive has however not been accepted by Government. The 
Government have decided that " no change in the existing 
Iaw is called for.''10 

Wages in·Assam.-On tea plantations, the cash earnings 
of the worker are supplemented by certain concessions : free 
housing, medical facilities, firewood, free grazing for 
cattle, and land for cultivation. _ But the Commission found 
that few gardens could offer a holding of any size to the 
majority of the workers; the remaining concessions were of 

· stilll~s importance. The Commission emphasized the im­
portance of cash wages, but the cash wages were low. The 
average monthly earnings in the Assam Valley ( 1929-30) 
were Rs. 13-8·7· for: men, Rs. 11-1-7 for women and 
Rs. 7-8-6 for children, calculated on the assumption ·that 
the worker was not absent on a single working day. 

There are powerful organisations of employees in 
Assam, and wages are, in effect, determined by the joint 

9 Ibid., p. 22.6. 

to Second Report, Ivc. c!t., p. 16. 
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action of the employers. There are no unions of tea 
codie5, who are illiterate, speak many different languages, 
come from different parts of India, and live and work in 
the comparative isolation of plantation life. "Workers 
in .such a position," concluded the Labour Commission, 
" stand in special need of protection," and they recom· 
mended the introduction of wage-fixing machinery in 
A~::am. 

Any impartial reader of the Labour Commission's 
Rtport would agree with this conclusion. But Sir Victor 
Sa:-~oon, a member of the Commission, expressed his dis· 
sent in a separate note.* 

Both in their written statements, and in the evidence 
tendered by them the representatives of the tea-industry 
oppo~ed statutory minimum wages. The Indian Tea 
A~:;odation wrote: "As so few labourers work the full 
number of days it is considered that the statutory establish­
ment of a minimum wage is unnecessary and would be 
difficult to enforce."11 The Darjeeling Planters' Associa­
tion described the proposal as " unnecessary and inadvis­
able.''n Th~ Indian Tea Planters' Association, Jalpaiguri, 
considered it absolutely unnecessary.13 Mr. J. Insch, 

• " H the A~8Btn tea·industry could have been classed as ' sweated ' 
industry, this e~ceptional treatment might have been justifiable: but, as 
fads ar~>, it seems to me tha\ the proposed imposition of Minimum Wage 
Dnarda would be an act of injustice to a trade in which the worker, 
a~cording t<J the Local Government, " can already earn enough to keep him 
in health and reasona.ble .:omfort." (P. 485 of the Report). 

11 Ascam Evidems, p. 75. 

u Ibid., p. 85. 

t3 Ibid., p. 93. 

F. 26 
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Chairman of the Indian Tea Association, Calcutta, i~ his 
oral evidence said that they had already so fixed their 
price-rates as to yield an ordinarily diligent coolie not less 
than a given amount per hour. The Commission failed to 
understand why, if most of the members' of the Tea Associa· 
tion were already doing it, as a body they objected to the 
fixation of a minimum rate which would bring the worst 

r 

gardens up to the level of the others.14 It :was pointed 
out to the Chairman that there was . no possibility of 
collective bargainirig as between the tea garden coolies and 
a body of managing agents as Mr. lnsch's Association (i.e., 
the coolies' employers). Mr. lnsch replied that the Tea 
Association was not primarily concerned in the matter­
" so any bargaining will be as between the coolies and the 
managers." 

Q. F. 2947. "What I am asking is whether you as 
an Association comdder that there is any real possibility 
of collective bargaining between even your managers 
and the tea garden coolies in their present state of 
education? " 

The incredible· reply of the Chairman of the Indian 
Tea Association was '' I think so "! 

If practicable, the Labour Commission considered the 
establishment of statutory wage-fixing machinery in the 
Assam plantations desirable, and they had good reasons to 
believe that if proper methods were adopted, a practicable 
.scheme could he devised. , 

H Ibid., Question F. 3943-47. 
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It is extremely doubtful if such a scheme would ever 
be devised-none has been devised w far.* 

INDUSTHIAL DISPUTES IN INDIA 

The following statement gives relevant information 
about industrial disputes in India from 1921 to 1933:15 

No. of No. of 
No. of die· work people working 

putes in involved in Jays lost 
progreM. 1000. in 1000. 

1921 . 396 600 6,984 
1922 278 435 3,972 
1923 213 301 5,052 
1924 133 312 8,731 
1925 134 270 12,578 
1926 123 187 1,097 
1927 1.29 132 2,020 
1923 203 507 31,64.7 
1929 141 532 12,166 
]930 143 196 2,262 
1931 166 203 2,408 
1932 113 128 1,922 
1933 146 165 2,169 

• We learn that an officer wo.a dClputetl to Ceylon to acquire experience 
(l( the working of wage-fixing machinery there. His report. has been 
n~ceived and considered by the Assam Government. " The existing wage· 
statilltica, however, do not supply a.doquo.te material regarding the rates of 
ren111neration owing to the b.ck ot correlation· between the earningR of the 
worker nnd hiA hours of work. The Government of Assam, tbere£ore, 
propoac to prescribe new forms of wage return!! onder eedion 37(2) of the 
~l'ea Dist.dcts Emigrant Lahour Act, 19311·, (which came into force from 
l~t October, 1933). Thie will be done in conaulta.tion with the Controller 
(,f F.migrant L&bonr after he has acquired some pi'nct.icnl knowlrdge of 
r(lndit.iona on tea e~tatea in rlilferen't parts of the l'rovin<'e." (fl~oonrl HPport, 
loc. cit., p. 106.) 

H\ Bombay Labour r:azette, May 1934, p. mo. 
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The four years of depression were, comparatively 
speaking, years of industrial peace. The total number of 
disputes between. 1930 a.nd 1934 was 578, involving 
692,000 work people. · The. number of disputes in the 
four most peaceful years 1923-~7, was less, 524, but the 
work people involved in these disputes were 901,000. 

As compared with our 146 disputes in 1933, the num· 
her of industrial disputes in United States averaged 130 
per month in. 1933. The United States has, of_ course, 
more industries, _and more dissatisfied workmen. But the 
depression has been a period of progress and development 
for Indian manufacturing industries on the whole. It has 
~ot the same meaning for American or European indus· 
tries. 

Of the 146 disputes in India in 1933, 82 occurred in 
Bombay, 29 in Bengal and 10 in Assam. 87 occurred in 
cotton and woollen mills, 11 in jute mills, and 3 were 
railway disputes. As regards causes, 95 disputes ·were 
concerned with wages, 19 with questions of personnel, 5 
with questions of leave and hours, and 2 with loans, while 
25 were due to ' other' causes. The chief trouble, 
always, and everywhe~e, is about wages. 

TRADE UNIONS 

Mr •. N. M. · Joshi,' of the Servants of .India Society, 
moved a Resolution in the Legislative Assembly in March, 
1921, recommending the enactmel)t' of legislation for the 
registration and protection of Trade Unions. The Trade 
Union Act was finally passed in March, 1925, and came into 
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force on lst June, 1927. A Trade Union has been defined 
in the Act (which is still in force) as "any combination, 
whether temporary or permanent, formed primarily for 
the purpose of regulating the relations between workmen 
and workmen, or between employers and employers, or for 
imposing restrictive conditions on the conduct of any trade 
or business." The definition includes any federation of 
two or more Trade Unions. 

The registration of Trade Unions is not compulsory, 
but any seven or more members· of a Trade Union · may, 
under certain conditions, apply for the registration of the 
Trade Union under the Act. 

The- two chief features of the Act are the principl~ of 
. immunity in respect both of civil and criminal proceedings 
against a Trade Union, and the constitution of a separate 
fund for political purposes. Only registered Trade Unions 
will benefit by the legislative recognition of the principle of 
immunity. . 

From the 'political fund payments may be made "for 
the promotion of the civic and political interests " of the 
members of a ·Trade Union. This includes payment of 
any expenses incurred, either directly or indirectly, in con· 
nection with the election of candidates as· m.embers of 

. legislative bodies or their maintenance, and the holding 
of political meeting of any kind, or the distribution 
of political literature or 'political documents of any 
kind. 

It is also provided that not less than one-half of the 
total number of officers of every registered Trade Union 
shall he persons actually engaged or employed in an 
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industry with which the Trade Union is connected. The 
object of this p'rovision is to prevent a Trade Union from 
passing under the control of outsiders. 

The revisio!l. of the Act of 1926, in accordance with 
the recommendation of the Labour Commission, must be 
now under consideration. It is to be hoped that the condi· 
tions attached to registration will be made easier. 

The Commission recommended that all unions should 
be able to secure free of charge the conduct of their audit 
by Government officials. Local Governments were general· 
ly opposed to the adoption of this recommendation on 
account (among other things) of financial stringency, but 
effect has been given to it in Madras, C. P., the Punjab and 
presumably also . Delhi'. There were two other important 
recommendations of the Labour Commission, viz., that a 
registered trade union should not be precluded from 
initiating and conducting co-operative credit or supi1ly 
societies, and that ordinarily not less than two·thirds of the 
officers of a registered trade union (and not one-half as 
at present) should be actually engaged or employed in aa , 
industry with which the union is concerned. The Govern· 
ment view the latter recommendation with favour; on the 
other recommendation they have decided to take no action, 
holding that members of a trade union can, under the 
existing law, form themselves into a co-operatiw~ society 
with a separate constitutio~. 

In the. year ended 31st March, 1933, there were 1 :·o 
registered trade unions in India. Of thel!e 147 ~ubmittf·J 
the returns required under the Act. The following; :state· 
ment shows the distribution of unions by provinces: 
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YEAR ENoi~G 31sT· MARCH 1933. 

No. of Member· 
No. of Unions ships of 
Regd. making unions 

unions. retlU'Ils of making 
membership .. returns. 

Aj~er-Merwara 2 1 34 

'Bengal 31 29 71;860 

Bihar & Orissa •• 4 3 2,397 

Bombay .44 36 64,169 

Burma 1 1 115 

C. P. 11 11 . 7,305 

Delhi . , 10 8 11,749 

Madras 34 32 48,054 

Punjab ... 27 21 21,863 

U.P. 6 5 . 9,823 

ToTAL ... 170 147 .237,369 

Railways have the largest number of unions, namely, 
28, with a membership pf 122,667. Next in importance 
from the point of view of membership are seamen's union 
{7) with a membership of 52,361. .It is remarkable that 
the most important group of Indian industries, Textile, 
has only 21,485 organised workers (21 unions)~16 

The Labour Commission emphasized the need for the 
development of trade unions: " It is in the power to 
combine that labour has the only effective safeguard agai~st 
exploitation and the only lasting security agai~st inhuman 
conditions." The difficulties of industrial labour are 

Hi Th6 figme is eo low as to be incredible. Bombay Labour Gazette, 
August Hl34, p. 895. 



408 INDIA BEFORE THE CRISIS 

many: ( 1) the migratory character of the bulk of Indian 
labour, (2) poverty of the. worker, (3) differences of 
language, ( 4) social and communal differences, and (5) 
ignorance, greed and utter incompetence of many so-called 
labour leaders, who are very often prepared to sacrifice the 
interests of labour for selfish ends. In the Punjab interest· 
ed parties have split up unions on the communal issue. 
Economic interests of workers of different communities are 
essentially the same, but not the interests of communal 
leaders. 

Perhaps the greatest ·obstacles to the growth of the 
movement, in some provinces at any rate, is religion. 



CHAPTER XIII 

MISCELLANEOUS. NOTES 

I. THE STATE IN. RELATION TO AGRICULTURE 

The Lancashire cotton trade " has frequently exercis4 

ed considerable influence in shaping the agricultural policy 
of the Governmtnt of lndia."1 In 1869 the Manchester 
Cotton Supply Association· suggested the establishment of a 
separate Department of Agricultur_e in each Province. 

A beginning was made with the opening of a central 
department-the Department of Revenue, Agriculture and 
Commerce of the Government of India. This Department 
functioned from 1871 to 1879. 

The Report of the Famine Commission of 1880 even· 
tuall y led to the est~blishment of proviticial departments of 
Agriculture, their duties being agricultural enquiry, agri· 
cultural improvement and famine relief. 

In 1889 Dr. J. ·A. Voelcker came to India to advise 
upon the application of agricultural Chemistry to Indian 
conditions. His report may still be read with interest and 
profit. There followed some appointments to the scientific 
staff of the Imperial, Department of Agriculture in 1892. 

The recommendations of the. Famine Commission of 
1901 led to the establishment of co-operative credit ~ode­
tics and a great expansion of the Imperial and Provinciaf 
Departments of Agriculture after 1905. 

1 Report nf the. A gri<'llltural Commission, 1928, p. 15. 

400 
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THE REoRGANISATION oF 1905 

An Imperial Research Institute was founded at Pusa, 
hut th~ Institute failed to pecome " a focus of agricultural 
activity fo:r all India." The Agricultural Commission 
found that·" the thread of connection between Pusa and the 
Provinces is becoming more and more attenuated."2 

· ·Other institutes and organisations controlled by the 
Government are the Institute of Animal Husbandry and 
Dairying at Bangalore, cattle-breeding and dairy farms at 
Karnal, Bang~lore and Wellington, the· creamery at Anand, 

. the Sugarcane Breeding Station at Coimbatore, and the 
Imperial Institute of Veterinary Research at Muktesar. 
. The . Repo}'t of the '·Indian Cotton· Committee of 

1917-18 led 'to the formation of the Indian Central Cotton 
Committee in 1921 with a legal status. The Committee is 
concerned with the improvement of cotton marketing and 
the pievention of mal-practices. At the sam~ time it carries 
on agricultural and technological research, serves as a 
hureau. of information, and advises upon the development 
of cotton growing in the · different provinces. The Insti­
tute of Plant Industry, Indore, was established in 1924. 

The Government of India decided in '1905 to sperid 
20 lakhs (increased to 24 lakhs later) annually for the 
development of agricultural research,~ experiment, de­
monstration and education in the provinces. Agricultural 
ft<>lleges exist in all provinces. The total provincial ex· 
penditure on agriculture amounts to over 2 crores annually. 

2 Ibid. p, 45. 
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Following the recommendations of the Agricultural 
Commission, the Imperial Council of Agricultural Research 
has been established. In the budget of the Central Govern· 
ment for 1929-30 a provision of 16·4 lakhs was made for 
agricultural research, of which 15. lakhs represented the 
initial grant to a total Endowment Fund of 25 lakhs (50 
lakhs suggested by the Agricultural Commission). The 
Endowment Fund is supplemented by annual grants from 
central revenues. The work of the Imperial Council of 
Agricultural Research is to promote and co-ordinate research 
throughout India and to link it with research in other parts 
of the world. 

t Indian agriculture needs a fundamental reorganisa­
tion. Our experience during the world crisis suggests that 
the problem of Indian agriculture is too difficult to be 
solved by agricultu~al research or improvement. No real 
progress i& possible without radical changes in the system 
of landholding and in methods of cultivation. Further, 
Indian agriculture cannot he modernised unless means are 
found to divert surplus labour in the villages to manu· 
facturing industries. 

2. SoiL-DETERIORATION 

Is the fertility of the soils of India declining? 
In answer to ~heir enquiry the Agricultural Com­

mission were informed that in Bengal, Bombay and Burma 
· there was no evidence of any _decline in the yield of staple 
crops, while in Madras, the United Provinces and the 
Punjab the tendency was towards a slight increase in 
return. 
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According to the Agricultural Adviser to th~ Govern­
ment of India, Indian soils reached their state of maximum 
impoverishment many years ago. The Commission took 
the view that a stabilised condition had been reached, 
natural gains balancing the plant food materials removed 
by crops and other losses: " A balance has been establish­
ed, and no further deterioration is likely to take place 
under existing conditions _of cultivation."* 

Dr. Voelcker, who wrote the first Report on Indian 
agriculture (1892), took a different view.t 

* Report, p. 76. 

t " It must be accepted as an axiom in agricultnre " be says, " that 
what .is taken off the land in crops must in some way be put back int~ the 
soil, or else the soil will suffer exhaustion. It is an equally accepted fact 
that the production of heavier crops means that more manure must be 
applied to the land. · A c.ountry which exports both crops and manure muEt 
be declining in fertility. Now what is the state of things as regards India? 
On the one hand there is a large export of oil·seeda, cotton and other 

· products, besides an increasing one of wheat, all of which remove a 
considerable amount of the soil·constituents. What is returned in their 
place? Only the straw or the stalks and leaves; and it is no~ even correct 
t<J say that these are returned, for, after all, it is only a portion, an:l 
!requently a very small portion, that does find its way baek to the soil. 
Part is necessarily used up in the bodies of the cattle, part is wasted by 
imperfect conserving and storing of manure, part must unavoidably be 
lost, however great the care that may be taken; thus it comes about tl1&t 
it is only a fraetion that contributes fina.11y to making up the losa the 
soil bas sustained. 

"Were: on the contrary, all grains to be consumed by the people, antl 
all nighteoil t<J be used in agriculture; were all refuse of oil·seeda (after 
pressing out the oil) t1> be utilised for manure; were all straw to be con· 
snmed by cattle, and the droppings. solid and liquid together, to be care· 
fully preserved; lastly, were all stocks and leaves to be buried again in the 
land; then the balance might be more nearly preserved. But as tbingr; are, 
the exports of oil·seeds, grain, etc. (that of bones I will discuss later) simply 
means so much of the eoil·conetituents carried off, for which no adequate 
recompense is made. 

'' The consequence ruust be that the soil Lecoruea graJuaJiy poorer, though 
tLe effect may not as yet be visible to the eye; for. even if the Poil La 
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3. ANIMAL HusBANDRY 

The following table, borrowed from the Report of the 
Agricultural C~Jmmission, shows the numb~r of bullocks, 
cultivated area and the number of cultivators in aifferent 
provinces: 

Per 100 acres of net Average. 
sown area. 

Cultf,atora Ar>Ja culti· Area of 
Province. Bullocks. (Male vated per holding 

workers). yoke. Acres. Acres. 

No. No. 

Bombay (in· 
eluding Sind) 10 8·1 20·0 12·4 

Burma 11 11·5 17·9 8·7 

C. P.'& Berar 15 7·6 13·3 13·2 

Madras 15 17·3 13·0 5·8 

Punjab • 16 11·2 12·9 9·0 

Bihar & Orissa 27 26·8 7·4 3·7 

Assam 27 27·5 7·3 3·6 

U. P. 29 29·1 6·9 3·4 

Bengal 36 . 35·2 . 5·6 2·8 

still producing the same crops, tile potential fertility (by which I me~~n 
the reserve of constituents for the production of future crops) must be 
s11ff~ring loss, an(l the capabilities of the soil must be Jess than under a 
Rystem of equal giving and taking." Report on tlte Improvement of Indian 
Agricultttre, by Dr. Voelcker, pp. 3~·40. 
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The table shows that the number of bullocks vanes 
directly with the number of cultivators and inversely with 
the ~ize of the holdings. Bengal has the largest number of 
bullocks. The size of the holding is smallest in Bengal, 
and Bengal has also the largest number of cultivators per 
100 acres. It may be added that the bullocks of Bengal 
are easily the worst in India. . 

In Europe, the Commission said, Holland posse::ses 
the largest number of cattle in relation to the size of the 
country, but as compared with British India's 67 cattle per 
100 acres of net area sown, Holland has only 38 per 100 
acres of cultivated land. Egypt has only 25. But it has 
to be remembered that horses in Holland and donkeys in 
Egypt are largely used in agriculture. "Full grown 
Dutch cattle may, on the average, weigh twice as much as 
Indian, and Dutch cows may giYe anything from five to ten 
times as much milk as Indian cows."3 

The Agricultural Commisskm thought that "India is 
attempting to maintain an excessive number of cattle."4 l\ 
vicious· circle exists here. In order to secure useful 
bullocks cultivators breed more and more cattle, but, as 
numbers increase, the quality deteriorates. 

How may quality be improved? The Agricultural 
Commission suggested two ways: ( 1) the number of 
bullocks required for cultivation must be reduced through 
checking the sub-division and fragmentation of holding5, 
increasing the efficiency of the cultivator's tillage imple-

3 Jt,id., p. 188. 

4lbid., p.191. 
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ments, and by the adoption of measures a1mmg at an 
increase in the strength of the bullocks themselves; and (2) 
dry 'cows and cows in calf should receive better treatment 
than they do at present. 

"India must endeavour to effect a reduction in the 
numbers and an increase in the efficiency of its plough 
cattle."5 But the demand for plough bullocks must grow 
with the growing sub-division of laud and increase in the 
number of cultivators. When more plough bullocks are 
demanded, more and more cattle must be bred. 

The Commission recommended that efforts should be 
concentrated on growing more grass in the existing grazing 
areas, since no large additions to them are possible. . 

As regards milk supply, the Commission recommend­
ed that the breeder of dairy cattle should aim at a cow 
producing 8,000 lbs. of milk annuillly (about 11 seers 
daily). Mu~icipal authorities may provirle cow-she.ds out· 
side municipal limits and assist in promoti~g schemes for 
large scale milk-production and in establishing depots for 
the collection, pasteurising and cooling of milk. 

RECENT STATISTICS 

The first general quinquennial census of live-stock 
was taken in 1919-20, the second in 1924-25 and the third 
in 1929-30. The Agricultural Commission used the 
figures of the second census. The figures for live-stock 

II Ibid., p. lfl6. 
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for 1929-30 are compared below with the population of the 
last census· (1931), and the area of 1929-30: 

Net area Male cultivator> 
Bullocks sown in (principal occupa-
in 1000. 1000 aeres. tion, in thousands). 

As~ am 1,684 .5.578 1,631 

Bengal 8,389 23,370 8,39-t 

Bihar & Orissa 7,021 24,958 8,310 

Bombay 3,410 32,924 3,451 

Burma (1931-32) 1,951 17,775 2,598 

C. P. & Berar 
(1931-32) 3,984 25,015 3,20·t 

Madras 6,001 34,372 7,775 

Punjab 3,939 26,637 3,542 

U.P. •. 10,071 34,346 11,715 

PER 100 AcRES or NET SowN AREA 

Bullocks, No. Male cultivator~, No. 

Bombay 10·3 10·5 

Burma 11·0 14·6 

Punjab 14·8 13·3 

C. P. & Burma 15·9 12·8 

Madras 17·4 22·6 

Bihar & Orissa 24·1 ;)3.3 

U.P. 29·3 34.·1 

Assam 30·2 30·1 

Bengal .. 35·9 35·9 

A comparison of these figures with those of the Agri· 
cultural Commission is interesting. In each Province the 
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number of cultivators per 100 acres of net sown area has 
increased. As regards bullocks, the number decreased in 
the Punjab and Bihar and Orissa, remained unchanged in 
Burma and Bengal, and increased in the other Provinces. 

The figures for live-stock and ploughs and carts for 
British India according to the last census ( 1929-30) are 
given below:-

Number in 1,000. 

OxEN-

Bulls 4,641 
Bullocks 47,001 
Cows 38,008 
Calves 31,723 

BUFFALOEs-

Male 5,531 
Cow 16,695 
Calves 11,163 

SHEEP 25,286 

GOATS 35,601 

HoRSES AND PoNIEs-

Horses 743 
Mares 696 
Colts and fillies 236 

1\IULES 75 

DONKEYS 1,369 

CAMELS 526 

PLOUGHS 25,477 

CARTS 6,728 

(Source: Agricultural Statistic& of India, 1931·32, Volume I,' 
p. 8). . 
. ·F. 27 
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The following table will be found useful for com· 
parative purposes:~ 

INTERNATIONAL STATISTICS OF LIVE·STOCK. ABoUT 1925. 

Per 1000 of the population. 
Population given 

in bra.c kets 
in millions. 

Horses. Cattle. Sheep. 

United Kingdom 
(45·4) 3 

Germany ( 62·6) 6 

France (40·7) 7 

Italy (40·1) . . 3 

Holland (7.5) 5 

European Russia 
(116-0) •• 15 

Switzerland (3·96) 3 

U.S. A. (117·1) 14 . 

Denmark (3·5) 15 

Canada ( 9·4) • . 38 

Brazil (33.0) •. 16 

Australia ( 6·1) 38 

Argentine (10·3) 90 

India ( 271.5) 0·6 

16 

27 

35 

16 

27 

33 

36 

53 

79 

99 

104 

219 

360 

56 

48 

8 

26 

29 

9 

47 

·6 

34 

8 

29 

24 

1,313 

382 

9 

Pigs. 

8 

26 
14 

6 

20 

13 

16 

43 

75 

26 

49 

15 

14 

Goats. 

6 

3 

7 

4 

1 

8 

3 

1 

15 

4 

17 

13 

(Sources: 'For population figures see lntemationd Statistical 
Year-book .of the League of Nations, 1927, and for live-stock, ViRh· 
.statislik in llandwoerterbuch der Staatswissensclzaften, \'ol. VIII, 

• p. 695. For India the live-stock figures relate to 1929-30 a11J 
1 

population is of the census of 1931). 

Per 100 of the population India has fewer horses than 
<>ther countries. Denmark (not Holland) in Europe has 
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the largest number of cattle relatively to the population. 
Denmark, Canada, Brazil, Australia and Argentine have 
more cattle per 100 of the population than India. · The 
figure for the United States, 53, is only slightly lower 
than that for India (56). If, on an average, American 
cattle weigh twice· as much as Indian, and American cows 
(like the fearful Dutch cows) give five to ten times as much 
milk as Indian cows, the United States is really much 
better off than India, though possessing a smaller· number 
of cattle. 

The actual number of cattle in · certain countries is 
given below: 

Denmark 

Canada 

Brazil 

Australia 

Argentine 

U.S.A. 

.. , 
Cattle in 1000, about 1925. 

2,756 

9,307 

. 34,271 

. . 13,358 

0. 37,065 

0. 62,150 

Between 1850 and 1925 the number of live-stock in 
over-seas countries, like the United States and Australia, 
increased with lightning speed ( blitzartig).. The United 
States had, in 1850, 4·3 million horses, 17·8 million cattle, 
21·8 million sheep, and 30·4 million pigs~ The increase 
in 1925 was about 4 times for horses, more than 3 times 
for cattle, ~I}d a little less than double for sh.eep and pigs.* 

It is not necessary that the quality of cattle must dete-

* Ha11dwoerterbucl1 de' Staatswiuenscllaften, Vol. VIII, p. 697. 
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riorate with increase in their number. But conditions m 
India aJ;e peculiar. 

The present writer, during a stay of several months 
in Holland some years ago, did not have the good fortune 
to see a single Dutch cow in the towns. he visited. It is not · 
suggested that Dutch -cows, ·of which the Agricultural Com· 
mission speak, are non-existent. But cows are not so 
generally visible in European towns as they are in our 
towns.· WJiat one sees in European towns is only their 
milk. 

4. UNECONOMIC HoLDINcs 

In his evidence before the Agricultural Commission 
Mr. Keatinge said that "the agricultural holdings of the 
Bombay Presidency have to a large extent been reduced to 
a condition in which their effective cultivation is impos· 
sible."6 Conditions in other parts of India are not very 
different. 

It is stated in 'the Report of the Agricultural Commis· 
sion that in the Punjab -"the area of cultivated land held 
by each owner is increasing on the whole."~ This is incor· 
rect: Net area actually sown in the Punjab in 1922-23 
and 1931-32 is shown below: . 

Net-work actually sown 
1,000 acres. • 

1922-23 26,961 

1931-32 27,550 

The increase in area was 2 per cent; as against this 
the population of the Punjab {British Territory) increased 

6lbid., p. 132. 
7 Ibid., p. 131. 
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by 14·6 per cent between 1921 and 1931, and the number 
Qf cultivating owners and tenant cultivators (taken to· 
gether-separate figures being not available for 1921), 
increased by 24·7 per cent. There is no doubt that the 
area of cultivated land held by each owner in the Punjab 
to·day is less than in 1921. 

In the Punjab 17·9 per cent of the owner's holdings 
were found to be under one acre. The proportion of ho~d­
ings under one acre is even higher in some other parts of 
the country.8 

The sub·division of land takes place according to our 
laws of inheritance; it cannot be checked without interfer­
ing with these laws. 

The creation by legislation of impartible holdings 
clid not meet with the Agricultural Commission's approval. 
One of the effects of such legislation must be " to create a 
landless proletariat, which is always a danger," as the 
Madras Board of Revenue observed. 

The suh·division of owners' or right-holders' holdings 
would give rise to an equal sub-division of cultivation, if 
all owners were cultivators. But all owners are not cult~· 

vators, and many cultivators do not own land. It is actual· 
ly found that suh·division is greater amongst cultivators. 
In the Punjab, as an enquiry showed, while 17·9 per cent of 

· Qwners owned less than one acre, 22·5 per cent of cultivators 
cultivated on.e acre or less. The sub.division amongst 
cultivators, as the Agricultural Commission said, "is 
aggravated by the lack of alternative means of livelihood 

8 Ibid., p. 133. 
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which drives multitudes to grow food for bare subsis­
tence."9 

Fragmentation is also of two kinds. According to 
the laws and customs governing inheritance each heir is 
entitled to a proportionate share of each field. This leads 
to fragmentation of the land of permanent right-holders. 
Fragmentation of cultivation is much worse; each tenant, 
unable to rent all land from a single owner, rents small 
pieces from ·different owners. In Pimpla Soudager (Bom­
bay Deccan) Dr. Mann found that 62 per cent of the 
cultivators' plots were below one acre. In Behrampur 
(Hoshiarpur, Punjab), Mr. Ram Lal Bhalla found that 
.34·5 per cent of the cultivators had over 25 ·fragments 
each. . 

Consolidation of holdings is being tried as a remedy 
i~ the Punjab and other provinces. But unless alternative 
means of livelihood are discovered, the position of cultiva· 
tors must continue to deteriorate from decade to decade. 

5. MARKETINC 

The Ag~icult11ral Comm:ssion made a nwnhrr t.f u~"'­
ful recotnmenrl..:.tions, to -which effect is ww bt·i ~~, ~·i·:c1, 
rc~,,rdin!! the nrovisiun of facilities [or th~ m.::!rhl i:t·~ .Jl 

._, (_.} J " 

agriculturJ.l pn.~,Juft> and the creation of n·sub\tt:tl t;~o.l; ~ 1-' ... , 

In the firE>t p~d~e, roaJs~ particularly vill:'t~ I'·' ,1·, 
must be impro·;d. Th~ Commission estimat~J tnat the 

mileage of all roads in India, per 100,000 of the popula· 
tion, was 84 in India (2,550 in the United States), and of 

9 !bill., p. 133. 
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surfaced roads 22 (383 in the United States). India pos­
sesses excellent main roads, and motoring roads, but in the 
villages there are no roads at all-only gadda tracks. The 
lack of roads partly explains why the cultivator does not 
obtain full value for his produce. A second important 
reason is the cultivator's indebtedness. The yillage shop· 
keeper, who is also a money-lender, mercilessly exploits his 
advantage. There are too many middlemen between the 
cultivator and the consumer. Their number may be 
r,:.duced by the provision of good roads and other market­
ing facilities. 

H<>gulateJ markets exist in certain parts of the 
country (Berar and Bombay). A regulated market is 
established by legislation. It is managed by an authorita· 
tire, regularly constituted committee, with the power of 
levying, collecting and spending fees, issuing licenses to 
brokers, weighmen and measurers, assi:;ning places for 
weighi!lg · and measuring, fixing the scales, weights and 
measures to be used and inspecting, verifying and correct· 
ing them. Certain allowances are permitted, and all 
unauthorised allowances suppressed. . The establishment 
of rt~gulated markets will secure to the cultivator better 
prices, honest weighment, and freedom from illegal deduc· 
tion.3. 

6. THE 1\lANAGING AGENCY SYSTE!\1 

This ey_stem is of considerable importance in India for 
financing industries. Bombay owes much of its industrial 
development to it. In Bengal the system prevails in jute, 
cotton, coal and tea industries. In Ahmedabad the system 
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is described as··" an unqualified success."10 In Bihar and 
Orissa the Managing Agents provide capital for coal­
mining, iron and steel, electrical enterprises, lime factories, . 
mica mines and StJ.gar factories. 

The system as it prevails in different provinces is not 
exactly the same. In Bombay the Managing Agents raise 
capital from their friends and others, attract private 
deposits and take loans a~d cash credits from banks. The 
Central Banking· Enquiry Committee, while not approving 
of the system, admitted that Managing Agents "have 
rendered yeomen service to industries."11 Loans from 

. banks. are obtained on the guarantee of the Managing 
Agents, but th~ guarantee is not requir~d when advances 
are made against Government and other Trustee securities. 

In Calcutta the Managing Agents are generally the 
founders ~f the concerns they manage. They arrange for 
both block and working capital-they find the money 
themselves, or raise share-capital, or make. arrangements 
with banks, 

In Ahmedaba·d, when a cotton mill is founded, a 
small amount of capital (about 25 per cent} is raised by 
share-capital and the balance is found by deposits and 
funds supplied by Managing Agents. The deposits are 
received by mills generally for a year. ·They are made by 
individuals and also mill companies. Ahmedabad mills 
receive practically no. assistance from banks. 

The Central Banking Enquiry· Committee drew atten· 
tion to the "many serious drawbacks" of the system: ( 1) 

10 Report of the Central Banking Enquiry Committee, p. 276. 
11Ibid .• p. 211. 
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Some Manag~ng Agents trade ahd sp~>culate, · besides 
ma~aging their concerns. When speculation goes wrong, 
'their financial weakness reacts on their concerns. Banks 
withdraw loans and cash credits. A concern may be 
intrinsically sound, but may have to suffer for the sins of 
the Managing Agents·. (2) A few cases were brought to the 
notice of the Committee in which the Managing Agents 
turned their loans to the mills into debentures, with · the 
result that the ~ills passed into their hands, and the share· 
holders lost all their capital. ( 3) The system works 
satisfactorily when the industries are prosperous; .when 
bad times come and the Managing Agents have to find more 
money' they are in many cases unable to do so. 

The Committee suggested that industrial enterprise in 
India should be made less dependent on the Managing 
Agency system, and that direct friendly relations should be 
established between industrial companies and commercial 
banks. 

7. INDUSTRIAL BANKING 

There is a close relation between banks and industries 
in European countries. In Ger~any, banks play an jm­
portant part in providing the greater part of the initial 
capital of an industrial concern; su~sequently this capital 
is offrred to public lo-r subscription, or is sold to clients of 
the banks, or to banking firms in relation with the banks. 
It is very ·common for several banks to join hands in pro· 
viding the initial capital, and to pledge themselves togeth£r 
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as a Konsorti.um to accept a certain portion of the issue .. 
Wnen new capital is required by an old company, it 
arranges the transaction with the bank with which it is in 
permanent banking relations. 

In India there are no industrial banks at all; the 
commercial hanks do not provide finance for block capital 
(fixed assets or plant and buildings). The biggest Indian 
joint-stock bank, the Imperial Bank of India, cannot lend 
money to industries on account of the limitation of 6 
months on the period of loans made by it, and the prohibi~ 
tion against lending on the security of industrial ::hares 
or immovable property. Other reasons for our failure to 

develop industrial banking were thus stated by the Central 
Banking Enquiry Committee : 

1. Commercial banks usually insist on a full backing 
of tangible and easily realisable security and take no 
account of the personal credit and integrity of the 

borrowers. 

2. Banks insist on maintaining a margin of about 30 
per cent in regard to advances against stocks and even on a 
higher margin in regard to stocks in process of manufac­
ture. 

3. Banks do not possess technical knowledge neces­
sary for valuing the assets of an industrial concern 
and for judging whether the concern is profitable and 
solvent. 

4. It is difficult to fmance long-term requirements 
with short-term deposits. 

5. There are complaints against the Imperial Dank 
of racial discrimination in making loans. It is " generally 
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believed that the Bank lends to European concerns more 
freely than to Indian concerns."12 

6. The rates of interest charged to industries for 
loans and advances are high. 

The Central Banking Enquiry Committee recommend­
ed the establishment in each Province of a Provincial In­
dustrial Corporation with branches, if necessary, and work· 
ing with capital initially or permanently supplied by· the 
Provincial Government. The Industrial Corporation may 
also take long-term deposits from the general public (fixed 
for at least two years). Money thus acquired should not 
he le~t for longer periods thaQ the currency of the deposits. 
In cases where Governments subscribes to the share capital 
or debenture capital of the Corporation, or guarantees the 
interest on the debentures of the Corporation, it should be 
represented on the Board of Directors of the Corporation.· 

The Committee also recommended the formation 
"when its need is established " of an All-India Corpora­
tion to co-ordinate the work of Provincial Corporations and 
to secure a direct connection with the large spending depart­
ments of the Central Government, Government policy in 
ll:"JJ,! f., .:f,,r,~~~ tariff, P!c.,.awl raiL\·ar pr•licy iP rcg;wl to 

J..llt •• l:nt tiw C..r,1rrtiltre laid wore t:mphal'is ur1 ptuvlnr:iai 

.;,,,:,, tri .. tl L .. uth~' ~l('d ftlt that i roYincbl lH.nks wnul1! h1~ 

J,.:'I•T ;e! ;f. 10 Jod~ ;,fter tlJt' fml\incial i' 1·q:lirerr! 111:, "f 
i.~~~~l !ri··~ th;n, ;:i!t /Jl-l:uli•J. b;:,nl,. '' e'.i n thr•ll,Q;h 'l:~ l.:Jt•,.r 

might b\e proYir.ci;ll Lr::r.r l:e"·'' 11 

n I~Jid • p. 211. 

13 Ibid., p. 286 
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8. ExTERNAL CAPITAL 

The following statement shows the number and paid­
up capital of joint-stock companies working in India, which 
were registered in India o~ elsewhere:-

1931-32 

No. Paid-up capital. 

Regd. in British India 
and at work 7,083 275 crore rupees. 

Regd. in Indian States 
and at work 915 12 - " " 

Tout 7,998 287 crore rupees. 

Regd. outsid~ India but 
working in British 
India 869 £745 millions. 

Regd. outside ln_dia but 
working in Indian 
States 42 £11 " 

ToTAL 911 £756 millions. 

In 1922-23 the number of foreign companies was 720, 
and the amount of their paid-up capital about £487 millions. 
As compar_ed with 1922-23 there was an increase of 55 per 
cent in the paid-up capital of foreign companies working in 
the whole of India in 1931-32. The adoption of a policy 
()f protection has something to do with this. In rupees, the 
paid-up capital of companies registered elsewhere but work· 
ing in India increased from 649 crores to 1,008 crores. 
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The more important foreign companies working in British 
India are the following : 

1931·32 
No. Pa.id-~p CB~ita.l. 

in.£ milltons. 

Banki!lg and Loan 29 99·3 
Insurance .. 143 80·4 
,Navigation 18 . 41·3 
Railways and Tramways 18 24·8· 
Trading and Manufacturing Com· 

panies 359 309·8 
Tea 180' 28·2 
.Mining and quarrying (other than 

coal and gold) • . . . 34 113·4 
Jute Mills 5 2·9t 

We- cannot take 1,000 crores. as the total .amount of 
foreign· capital invested in India. The ·amount must be 
more than this. as foreigners are not debarr~d from owning 
shares in rupee companies registered in B'ritish India, or 
establishing such companies. The interest of Indians in 
foreign companies is comparatively small. 

These figures bring out the importanpe of. the stake of 
the foreign investor in India. The justification for " safe· 
guards " is also apparent. 

The question of " flow of capital into. India from exter· 
nal sources " was considered by a Committee appointed in 
1925. As the Committee pointed out, the solution of the 
problem lies in the development of India's own capital re· 
sources. Under the existing political and economic con· 
ditions foreign capital cannot be kept out. The present 
policy is· to make no discrimination between Indian and 
foreign capital ·except when· Government grants particular 



430 INDIA BEFORE THE CRISIS 

concessions to an industry; where definite pecuniary 
assistance, such as a bounty, is granted to ·any particular 
undertaking it is required (I)· that reasonable facilities 
should be granted for the training of Indians and (2) in the 
case of a public company, that (i) it should be formed and 
registered under the Indian Companies Act of 1913, ( ii) it 
should· have a rupee capital, and (iii) a certain proportion 
of the Directors must be Indian. 

These conditions see~ed to the J.P.C. Committee "to 
have been conceived in a very reasonable spirit," and they 
did not think that any objection . could· be taken to them. 
But the Committee suggested a distinction between com· 
pauies already engaged, at the date of the Act authorising 
a grant, in that branch of trade or industry which it is 
sought to encourage, and companies which engage in it 
subsequently. In the case of the latter the J.P.C. Com· 
mittee recommended that it may be made a condition of 
elegibility for the· grant that the Company· should be in· 
corporated by or under Indian law, that a proportion of 
the directors (not exceeding one half of the total number) 
shall be Indians, and that the Company shall giv~ such 
reasonable facilities for the training of Indians as the Act 
may prescribe. In the case of other companies {i.e., those 
engaged in the industry concerned at the date of the Act 
authorising the bounty or subsidy), no such conditions should 
apply. Suppose an Act is passed in 1936. granting boun· 
ties on the production of card-boards, or newsprint. Ac· 
cording to the J.P.C. all existing companies in . India, 
whether they were · incorporJlted in India or the United 
Kingdom, whether their directors were Indian or 
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non-Indian, and 'Yhether they gave reasonable facilities to 
Indians for training or rigidly excluded them· from their 
works, are eligible to participate in th~ grant. This is the · 
strict requirement of the principle of ' Reciprocity.' 

9. PuBLIC DEBT 

The fallowing statement shows the interest-bearing 
obligations of the Government of India outstanding at the 
dose of each financial year : 

- · IN CRoBR Rs. 
31st March, 1929. 8lst March, 1984:. 

IN INDIA-

Loans 391 435 
Treasury Bills in the hands 

of the public 4 30. 
Treasury Bi11s in· the Paper 

Currency Reserve 39 18 

Total Loans, etc. 434 483 

Other oblig~tions* 169 218 

Total in India •• 603 701 

Total in England in million £354 384 

" " " , crore Rs. 427 512 

Total interest-hearing obli· 
1,074 1,212 gations 

Of these, uot covered by 
assetst 171 203 

Two things may be noted about the Public Debt. First, 
of the total debt outstanding on 31st March, 1934, about 

* Includes l'o~t Office Savings Ilauks deposits, C<lsh Certificates, Provi­
;h•nt. l<'umlij, Depreciation 1\Dd HeRerve Funds, and Provincial balances. 

t 'l'bc a(~eelq inclurle capil.al advances to Railways, other Commercial 
Dq,nrtwrot9, ProviurP& nod Indian States. 
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58·per cent was held in India. On 31st March, 1914, of the 
total debt about 65 per cent was held in England. The 
proportion of the debt held in England is still high. Second, 
of the total debt, the greater portion is pr~ductive (about 
1,000 crores) and is represented by interest yielding assets 
(chiefly Railways). 

It is not improbable that when gold exports cease, 
attempt" will be made to maintain exchange by raising 
sterling loans for. the payment of the Home Charges. 

The position as regards Permanent Debt in 1934-35 
and. 1935-36 is shown below:-

IN CBOBB Rs. 
1934-35 1935·36 

(Revised estimate). (Budget estimate). 

PERMANENT DEBT INCURRED-

In India 35·8 25·0 -
In England 3·6 0·5 

TOTAL 39·4 25·5 
PERMANENT DEBT DISCHARGED-

In India .. 33·0 27·6 
In.England 2·6 23·3 

TOTAL 35·6 50·9 

In 1934-35 there was a net addition of about 4 crores 
to the Permanent Debt; in 1935-36 a large reduction is. 
anticipated. 

10. DISCRIMINATION AND RECIPROCITY 

Adequate steps have been laken to safeguard the 
interests of British trade and ·commerce under the new 
constitution. With the passing of the Constitution Act, the 
Fiscal Convention will lapse. (According to this Conven· 
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tion. the Secretary of State did not interfere in tariff matters 
when the Government of India and the Legislature were in 
agreement.) The need was therefore felt for impo~ing ·a 
special responsibility on the Governor-General to prevent 
penal discrimination against British imports. Discrimina· 
tory or penal treatment covered by this special responsibi· 
lity includes both direct discrimination (whether by means 
of differential tariff rates or by means of differential res· 
trictions on imports) and indirect discrimination by means 
of differential treatment of various types of products. No 
administrative discrimination will be permitted either. 

Trade relations between India and the United King· 
dom are to be governed by the principle of Reciprocity, 
which means that \l!"e can impose no conditions or restric­
tions upon British subjects domiciled in the United King· 
dom and Companies incorporated in the United Kingdom 
to which Indians or Companies incorporatec! in India are 

· not subjected in the United Kingdom. 

There is a special application of this principle to ship· 
ping. Ships registered in the United Kingdom cannot be 
subjected by law in British India to any discrimination 
whatsoever, as regards the ship, officers or crew, or her 
passengers or cargo, to which ships registered in British 
India are not subjected in the United. Kingdom. 

This principle makes it impossible to reserve coastal. 
shipping to Indian vessels. 

Ships registered in India may compete on equal terms 
with fillips registered in the United Kingdom in the British 
·coasting trade, and in the carrying trade between the United 
Kingdom and foreign ports. 

F. 28 
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It is extremely doubtful if this privilege that Indian 
shipping acquires under the principle of reciprocity is of 
any great value. 

11. HoME CHARGES 

This means the expenditure of the central and pro· 
vincial Governments in England. The amount was about 
£16 millions 30 years ago;· it is at present over £30 millions 
annually. The principal items are the following:-

£millions. 

INTEREST ON RAILWAY DEBT. 9·0 
INTEREST ON OTHER DEBT • • 7 •0 
CIVIL ADMINISTRATION .• , 1•8 
MISCELLANEOUS (Territorial and Political 

Pensions, Superannuation allowances 
and Pensions, Stationery and Printing, . 
etc.) 3·0 

.ARMY-

Effective 
Non-effective 
Marine and other charges 

ToTAL ARMY 

5·2 
3·7 
0·2 

9'1 

'The Home Charges are in some measure responsible 
for the ' Safeguards ' in the new Co~stitution. They arc 
the main reason for the maintenance of exchange at a high 
level, when, for othe~ reasons, a lower rate of exchange 
would he more desirable . 

. Whether it is good for a country to have heavy external 
obligatio~s iO the shape of our 'Home Charges' is a ques­

tion best left to the reader's judgment. 

12. PRoVINCIAL CoNTRIBUTIONS 

. These were contributions, totalling 983 lakhs, which 
the provinces made to the Central Government when, on 
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the introduction of the . Montagu-Ch'elmsford · Reforms in 
1921, provincial finance was separated from central finance. 
Heads of revenue which were for'merly divided between the 
central and provincial Governments ·were made either 
wholly Provincial (e.g., the land revenue) or -w:holly lm· · 
perial (e.g., the inco~e-tax). The result was a deficit in 
the central budget which was made good by provincial con· 
tributions. 

The contributions were not intended to be permanent. 
The growth of central revenue made it. possible for the 
c~ntral Government to' remit the provincial contributions, 
with the exception of a .small sum, in 1927-28, . and they 
were abolished in 1928·29. 

13. LAND REVENUE. TERMS 

l amabandi.-This is a re.cord of rights, or a list of 
owpers' and tenants' holdings, with a. detail of the fields 
contained in each, of the rent paid by each tenant, and of 
the,revenue due from each owner. The list is revised once 
jn every four years. 

Khasra is· an index of all fields, with serial numbers, 
showing who owns and who cultivates each field, together 
with the crops grown.. . 

The Wajib-ul-Tarz is a record of village customs. 
Kharaba means failed crops. A 16 anna crop is a 

crop whose yield is equal to the " standard " yield. When 
the crop is worse than a 4 anna one, the 'whole area is . 
returned as kharaba. When it is better than a 4 anna 
crop but worse . than an 8 ·anna crop, half is entered as 
/,haraba. 
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No deduction is allowed for an 8 anna, or better crop. 
The jinswar is the crop abstract. 

Taqavi advances are loans made by Government for 
agricultural improvement. . They are go~·erned by Act 
XIX. of 1883. Improvement includes wells, drainage, 
reclamation and other productive objects. The loan is 
recovered by instalments, which may not extend over more 
than 35 years. Another Act was passed in 1884 authoris­
ing loans to he made to owners and occupiers of land for 
the relief of distress~ the purchase of cattle or other purposes 
connected with agriculture not specified in the Act of 1883. 

Net Assets.-The land revenue is supposed to he a 
certain proportion (now) not exceeding 25 per cent of 'm·t 
assets.' Net assets are rendered in Urdu by khalis 
m.unafa', or pure profit. But n9 exact defmition exists. 

The Saharanpur Rules, issued in 1855, fixed about 
one-half " of the well-ascertained net assets " as the Gon:rn· 
ment demand. Before 1855, the land-revenue amounted 
to two-thirds of ' net assets.' 

Settlements, Ryotwari.-This is a peasant·proprietory 
for~ of land tenure in Madras, Bombay, Burma and Assam. 
There are no intermediaries and the cultivator pays directly· 
to the State. 

In the village or Mahalwari settlement, the joint-body 
of co-share.rs is regardel as the hmdlord and is responsible 
for one assessed sum of revenue. The land rerenue is 
distributed among the co-sharers according to every one's 
share in the ·estate or h~lding, and the Lambardar made 
responsible for paying the whole. These settlements are 
revised periodically, now once in 40 years in the Punjab .. 
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In the Central Provinces, Malguzars are responsible 
f(lr the payment of the land revenue. In Mahratta times 
Malguzars or Patels were revenu.e farmers. They became 
(ruasi-proprietors ·in course of time and were recognised as 
proprietors by the British. The l\Ialguzaris Settlement is 
also periodically revised. 

According to Statistics given in the Agricultural 
Statistics u/ India, Volume 1- ( 1930-32), of a total of 668 
million a~res, 335 million acres in British India (51 per 
cent) are under ryotwari settlement; 120 million acres under 
permanent settlement, and 197 million acres under 
temporary settlement: 

Ajmcr-1Ierwara 
As5am 

Bengal 
Bihar & Orissa .. 
Bombay 
Durma 
Central Provinces 

and Berar 
Co(Jrg 
Delhi 
Madr'l'.! 
l';"o rth· W e!!t F ron· 

ti~r Province •• 
Punjab 

RtpTWARI. 

Acres 1000) 

29,1/96 

74,769 
155,850 

11,181 
1,012 

62,519 

United Provinces 

TOTAL 335,127 

Zum>DARl II~mrviDtAL) 
PROPERTIES OR VILLAGE\ COll· TOT.~L. 

MOtTlES SETILBD. 

rermanently. ·Tewporarily. 
Acree (lOOO) Acres (1000) Acres (1000) 

974 797 1,771 
3,931 1,758 . 35,135 

37,858 11,329 49,187 
41,84') 11,333 53,173 

• 3,972. 78,71-0 
155,350 

40,456 64,060 
1,012 

370 370 
29,015 91,534 

8,437 8,-1.37 
60.183 60,188 

6,656 58,%8 67,726 
---

120,274 197,107 667,533 
---
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The following table shows the land revenue demand 
actually realisable in 1931-32, no account being taken 
either of the. collection of arr~ars for past years, or of 
amounts remaining uncollected at the end of the year. 

Tobl rave· Total 
nue from population Revenue per 
land (Rs. (1000). he& d. 

1,000). 

Rs.a. 

Aj mer·Merwara 3,58 408 0 15 

Assam 1,31,25 8,622 1 8 

Bengal 3,00,73 45,793 010 

Bihar and Orissa · 1,66,94 36,669 0 7 

Bombay 
. 

4,83,14 20,607 2 5 .. 
Burma 4,95,61 14,667 3 13 

Central Provinces and Berar 2,38,56 15,508 1 9 

Coorg 4,13 164 2 s 
Delhi · 4,67 636 0 12 

Madras 7,53,47 42,319 1 12 

North-West Frontier •Pro· 
vince 27,70 2,503 2 0 

Punjab . 4,77,20 23,551 I 8 

United Provinces 7,03,84 46,715 8 

ToTAL' 37,90,82 258,167 l () 14 ,, 

Theoretically the revenue is collectea in the Punjab 

not from individual cultivators but from the joint·pmprietors 

14 The land revenue per head of the population conveys 3D entirely 
Dli&ltla.ding idea of the burden imposad by tt..i.a tax. See cha.pter II of thi~ 
book and chapter I of India in Crisi1. 
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of a village. In actual practice the liability for the payment 
of the land revenue is both joint aqd several. A " full and 
reasonable rent " paid by tenants-at-will is regarded as 
" a sufficiently near approximation to tht net assets."15 

The assessments are· therefore, in practice, though not in 
theory, based on rents. 

The Cesses.-These are local rates levied in every 
Province in addition to the land revenue. The proceeds are 
expended on local purposes, such as roads, schools, 
dispensaries, etc. The burden of the cesses does not exceed 
12! per cent of the land revenue. The village officers' cess, 
formerly levied on land-owners, was abolished in 1905-06, 
the Government assuming responsibility for the charges for 
village officers. 

Sub-proprietors.-The patnid~r is a sub-proprietor in 
Bengal. He enjoys a permanent managing lease for part 
of an estate in return for a fixed annual payment to the 
proprietor. The patnidar may similarly have a dirpatnidar 
under him, and a dirpatnidar a sepatnidar. 

Sub-proprietors also exist in Northern India where new 
proprietors arose over an older group. In such cases the 
holder pays no rent, but only the Government revenue and 
cesses. Sub-proprietors are not easily distinguishable from 
privileged tenants. 

14. TENANCY LEGISLATION • 

Tcn~ncy legislation recognises two main classes of 
tenants, occ'tpancy and non-occupancy. The 12 year rule 

1li ReptYrt of th~ Indian Ta~ation Enquiry Comm4tte~ of 1\l'J4-'25, p. 6~. 
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applies in Bengal and Agra. In the Punjab the right of 
occupancy is not acquired by the lapse of time, the privilege 
being restricted to tenants whose claims are based on 
certain historical grounds. In the Central Provinces there 
are two classes of occupancy tenants with transferable rights 
subject to certain conditions. In the Zamindari estates in 
Madras the right .of permanent occ)J.pancy is enjoyed by 
every ryot who was in possession of' ryoti land when the 
Estates Land Act. of 1908 y.ras passed, and every ryot who 
is. admitted by the landlord to the possession of ·land. No 
corresponding law exists for ten~nts under ryotwari holders. 

Tenancy laws also impose restrictions on the enhancement of· 
rent by landlords. " In the case of occupancy tenants, the rent can 
generally be· enhanced only by agreement or by suit. In Bengal 
such agreements are required by law to he in writing, and the en· 
hancement cannot he made oftener 'than once. in 15 years, and is 
also subject to a maximum of 2 annas in the rupee. An enhance· 
ment by suit can be decreed hy .the Court on grounds of _lightness 
of the rent as compared with lands in the neighbourhood, rise in 
prices of staple food ~rops, o~ increase in the productivity of the 
land due to improvements of the proprietor or to fluvial action. The 
te~ant has the right of suing for a reduction of rent on the ground of 
permanent deterioration of the soil, or of a permanent fall in the 
local prices of food cr~ps. There are similar restrictions in force 
in the other provinces, and in the Central Provinces the rent is fixed 
by the settlement officer in the case of what are known as absolute 
occupancy tenants fbr the term of the settlement and in that of 
occupancy tenal'lts subject to enhancement every ten years. Even 
in the case of non-occupancy tenants, under most of the Tenancy 
Acts, the rents cannot ~s enhanced except under agreements, which 
in some provinces are required to be registered."16 

16lbid., P• 46. 



MISCELLANEOUS NOTES 441 

15. FORESTS 

The following statement shows the revenue, expenditure 
and surplus of the Forest Dep~rtment throughout British 
India in certain years: 

&venue. Exrnditure. Surplus. 
Lakhe. akha. Lakha. 

1900-01 1,98 1,12 86 

1913-14 3,33 1,15 1,58 

1929-30 6,13 3,63 2,50 

1930-31 4,73 3,52~ 1,21 

1931·32 3,96 3,01 95 

1932-33. 3,74 2,se 86 

From over 6 crores in 1929-30, revenue fell to 3{ 
crores in 1932-33, and net revenue from 21 crores to 86 
1akhs ( equ~l to the net revenue of 1900-01). 

Excluding Burma and Federated Shan States, total 
reyenue in 1932-33 amounted to 282 lakhs and expendit'qre 
219 lakhs. The principal source of revenue is sale of 
wood ( 191 lakhs). Minor forest produce yielded 36 lakhs, 
and grazing 30 lakhs. 

The Forest Department has a recurring expenditure of 
198 lakhs, of which about 118 lak~s represents "Adminis· 
tration " (Staff, ·office establishments and contingencies). 
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The decline in exports of forest produce in recent years 
is shown by the following statement: 

1928·29. 1932-33. 1934-35. 

~ ~ ..... 
4illi aiori ~ a)~ .... 
~:fa ~ ..e:f;! 

... 
~:::;; Cl d 

d 

& cil ~ ~ 
~ "' l:l p.~ p.H :::: ;......::~ Ci' Ci' 

Rubber, raw, Million lbs. 25·8 2,00 6·9 8 23·6 65 

Lac, 1,000 cwts. · 743 8,64 418 1,24 586 3,30 

Cutch & gambier, 
1,000 cwts. 47 9 29 3 35 5 

Myrabolans, 1000 cwts. 1,231. 80 1,062 56 1,356 48 

Cardamoms, 1,000 cwts. 7·6 21 8·4 15 9·3 15 

Teak wood, 
1,000 cubic tons 52·6 1,47 17·3 40 44·7 93 

Sandal, 1,000 cubic tons 1 17 0·4 6 0·7 8 

Other kinds 6 3 4 
--- ·---

TOTAL 13,44 2,55 5,G3 
--- ---

It will be seen that the value of forest produce exported 
fell from about 13! crores in 1928-29 to 2! crores in 
1932-33; attention may particularly be drawn to rubber. 
At the present time, in spite of some recovery, both the 
quantity and value of exports are less than in 1928-29. 

The total area of forests under the control of the 
Forest Department is 1 million sq. miles. This is 23·7 per 
cent of the area of British India. Among the major 
Provinces the area of forests is the largest in Burma, 66·8 
per cent of the total area of that Province, and the smallest 
in Bihar and Orissa, 3·6 per cent of total (United 
Provinces ·4·9 per cent and the Punjab 5·5 per cent). 
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There is a Forest Department in every Province. The 
work of the Forest Department is to carry out forest settle­
ments and surveys, demarcation of boundaries, and manage­
ment of forests. It builds forest roads and bridges, protects 
forests against illicit grazing, illicit felling, fire, and 
injuries from natural causes. Its other important functions 
are artificial regeneration and afforestation, and exploita­
tion of forest produce. 

The following table shows forest revenue and expendi­
ture in 1932-33 by Provinces: 

Revenue. Expenllitnre. Surplus. 
La.khs . Lak.hs. Lakb~. 

. Bengal 15·1 15·08 0·3 

U. P. 46·0 26·0 19·9 

Punjab 19·5 221 

Burma 92·4 68·6 23·8 

Bihar and Orissa 6·2 6·3 

Assam 16·2 14·1 2·0 

C. P. & Berar 42·9 32·7 10·2 

N.-\'l'. F. P. 7·4 6·2 1·2 

Madras 47-1· 37·9 9·5 

Bombay 59·7 36·2 23·5 

ToTAL 3,7'1 2,83 86 

According to the Punjab Forest Administra~ion Report 
for 1932-33,17 the Department had an average annual 

11 lbltl., p. 211. 
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surplus of Rs. 63,000 from 1927-28 to 1931-32, a deficit 
of Rs. 2,54,000 in 1931-32 and Rs. 2,58,000 in 1932-33. 
The deficit is partly due to the heavy cost of administration. 
The Department "is bound to employ \l larger member cf 
officers than are now re~lly necessary for efficient work· 
ing.m8 In times of prosperity there was an' expansion in the 
cadre ' as in the case of other Government Departments. 
Retrenchment is more di'fficult to effect. 

Utility of Forests,..:_A Forest Department is not me· 
less because it spends more than it earns, though there is 
little justification fo~ maintaining more staff than is 
required, or for· paying excessive salaries to the staff. 

The utility of forests, both direct and indirect, to the 
country is enormous. The effect of forests on climate, 
humidity and rainfall ·is well known. Forests tend to 
reduce floods, check avalanches, and add to the beauty of 
a country. 

"The economic history of the whole of. the Middle 
Ages " says the Iiandwoertrbuch der Staatswissenschaften, 
" is to a great extent the history of forests, an.d also at pre::,ent 
the weal or woe of country-people· depends on the use made 
of forests."1.9 Forests yield produce which forms the raw 
material of many manufacturing industries. There are 
furniture industries in every Province. Bamboo pulp may 
Le used for paper-making. Protection was granted in India 
to paper made from bamboo pulp; the extent, however, to 
which bamboo pulp is actually used for this purpo;;e is not 

18 Government review of the Punjab Forests Report, 1932-33. 

19 Vol. IV, p. 251. _ 
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known. A silk-like fabric is made from spruce wood in 
foreign countries. Other forest industri.es are commercial 
fibres, tanning materials, dyestuffs, lac, turpentine, resin, 
rubber and gutta percha. Various herbs may be used for the 
manufacture of drugs and medicines. A valuable drug, 
santonin, is manufactured by the Kashmir Pharmaceutical 
Works at Baramula (Kashmir) from a herb. The Jallo 
Resin Factory produces rosin and turpentine, and has several 
subsidiary industries (boot-polish, metal polish, disinfectants, 
paints arid varnishes, cobbler's wax and sealing wax). The 
price of rosin and turpentine has fallen heavily, and, owing 
to Russian competition, also of santonin. 

16. EcoNOMICS AND RELIGION 

Religio.n is a baneful factor in our economic life. 
Communalism derives its chief strength from religious 
fanaticism. Communalism is responsible for rioting, 
murder, arson and other acts which excite horror and 
disgust; it is hindering the growth of trade unionism; it 
prevents the different parties in the Assembly and provincial 
legislatures ·from acting together when united action is 
desirable in the interests of all; and it gives an objection· 
able colouring even to purely economic measures (i.e., the 
registration of money-lenders, or. voluntary debt-reduction). 
Our view of marriage and births, and customs and practices 
based on religion make it impossible to improve the quality 
of the population. If Hindus and Muslims were thoroughly 
irreligious (Lord save us I) they might be refused admission 
to Heaven, but they would learn to live together on earth 
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as friend's, and they .would live on a higher moral, social 
and economic plane than they do now. 

One despairs of tlie future of a country where the 
acknowledged leaders of the people, who are literally 
, worshi'pped by· millionsf preach· a view of life which is 
inconsistent alike with sense amd reason. /Mahatma Gandhi 
reg~rded the Bihar Earthquake as Bihar's punishment for 
the sin of "untouchability." What is the religious .explana­
tion of the Quetta earthquake pf May 31, 1935, which 
.killed 36,000 persons or more out of a population of 
45,000 in Quetta town· alone? The earthquake razed to 
the ground clubs (which we may suppose to be the home of 

- iniquity) as weil as temples, churches and mosques, which 
are called 'the house of God.' Is there any crime which 
man punishes . in . the same indiscriminate and heartless} y 
cruel manner in w~ich. ' sin ' is punished by God ?'10 l Hindus 
and Muslims have frequently broken each other's heads 
on the question of ' music before mosques,' an'd Azan and 
Arti. I What Hindus and Muslims have still to learn is that 
life is governed by Natural Laws which are absolutely 

20 Mahatma Gandhi commented on the Quetta earthquake in his 
characteristic style : " Nothing happens · . without His perruission . . . -
I must repeat what I said at the time of Bihar disaster. There is a. divine 
purpose behind every physical calamity." Evidently men of faith know 
more about things of this world and the next than those lacking faith. Bnt 
the question may be asked whether the average man, woman or child i~ Quetta 
who was killed outright ,by the earthquake, or was roasted alive, while pinned 
beDeatb the debris, in the fire which raged for several hours, was more sinful 
than the average man, woman or child el~ewhere in the wor!J where no 
E'artbquake occurred. The only " divine purpose " which men of ordinary 
intelligence can see behind natural calamities is the confirmation of the 
view that we live in a universe governed by impersonal Law, and not by 
the fiats of a Personal God. Or if tliere is a God, there is a.lao an extremely 
~icked and powerful Devil at work in the universe. 
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indifferent to human weal and woe, and which make no 
distinction hetwe~n different communities or races. What 
is true of laws which produce famines, floods and earth· 
quakes, is also true of laws which explain the wealth or 
poverty of nations. 



·APPENDIX 

THE yEAR 1934-33 

The League of Nations Sur·vey of world economic 

conditions in 1933-34 shows the beginnings of a slow 
revival of trade and industry. Some countries, e.g., the 
Ullited Kingdom, may be said to have cl~fmitely turned the 
corner. What is the extent of the ' recovery' in India? 

The course of prices (wholesale, Calcutta) is shown by 
the following statement:-

1 ~3!. 193.'5. 
Jauuary. July. January. March. 

Fooo.GRAINs-

Oil-seeds 61 71 79 73 
Pul5es •• 78 83 94. 84 

SuGAR 12-t. 127 126 12-t. 

TEA 149 139 106 100 

OtHER FoOD·CRAINS •• 93 99 103 92 
O!L·SEEDS 75 99 llO 9~ 

OIL, Musr ARD 48 55 121 61 

TEXTILEs-

Jute, raw 42 35 147 47 
Jute manufactures •• 79 74 81 78 
Cotton, raw ... 75 73 86 71 
Cotton manufactured 114 115 119 119 
Other textiles (woo I 

and silk) 69 61 64 66 
HIDES AND SKINS 74 44 60 55 
METALS •• •102 101 99 97 

4.43 
F. 2~ 
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1934. 1935. 
January. July. January. !.fa reb. 

OTHER RAW AND MANU· 
FACTURED ARTICLES 99 95 88 82 

BUILDING MATERlALS 

(TEAK WOOD) 124 124 114 119 
ALL CoMMODITIES •• 90 89 94 87 

It is impossible to speak of any rise of prices in India. 
Prices~had risen in January, 1935, hut the trend is down­
wards again. The position in March, 1935, was generally 
the same as it was a year before. 

FOREIGN TRADE 

India is a debtor country. The Home charges (as we 
have. seen) amount to about £31 millions annually; to this 
may he added £15 millions which represent miscellaneous 
trade and other obligations. Roughly, to meet these pay· 
ments India requires a surplus of over 60 crores of exports 
annually. Before the outbreak of the crisis this was the 

. usual trade balance in our favour; abnormally heavy net 
exports took place in the years 1923-24 to 1925-26. Net 
exports fell to 3i crores in 1932-33, recovered to a1out 
.35 crores in 1933-34, and fell to 23 crores in 1934-35. 
As compared with the preceding year, exports of Indian 
merchandise increased by about 5 crores in 1934-35 (from 
146 to 151 crores), hut imports increased by no less than 
17 crores (from. 115 crores to about 132 crores). The 
position is unsatisfactory. 

Gold Exports :-We are avoiding bankruptcy only 
through gold exports, which amounted to 65! crores of 
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rupees in 1932-33, 57 crores in 1933-34 and 52! crores in 
1934-35. We have started exporting silver as well. The 
n~t exports of silver in 193-t-35 amounted to over 2 crores 
of rupees. The net imports of silver between 1927-28 and 
19:33-34 were as follows :-

1927-28 

1928-29 

1929-30 

1930-31 

1931-32 

1932-33 

1933·3·\ 

Net Imports of Silver 
(private). In Lakh rupees. 

13,85 

13,04 

11,89 

11,65 

2,59 

73. 

I 

There is no change in the Government attitude toward:::; 
gold exports. Our Finance Member "can see no sufficient 
n~CI"on for placing them in a different category from 
exports of any other commodity of which India has a 
wrplus .... "! Tl1ere is no difference between gold and 
any other commodity which India exports, presumably be· 
cause we grow crops of gold every year, as of cotton, 
jute, or oil-seeds! ~ 

The following Associated Press message will be read 
with interest:-

"Simla, l\Iay 17. Information from Madras shows that 
Mr. Aiyengar, a Congress member, has given notice of a Bill 
proltibiting the export of gold. The Bill cannot he introduced 
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· without the Governor-General's sanctiOn, which Mr: Aiyengar is not 
likely to obtain.* · 

"The Bill, therefore, will probably not come· up at the next 
se!lsion. The reason for the refusal of unction is said to be that 
the Government, which.is the best judge in such matters, will not 
permit a disturbance of the market by any false hopes of the passage 
of a private Bill. The Government seems, ~ fact, to be more con· 
vinced than ever of the need of alfowing gold export, which, by 
swelling the balance of trade; is enabling India to meet her extensive 
foreign o~ligations. Indeed, it is argued in export quarters that, 
owing to the serious fall in India's exports through certain countries. 
like Germany and Italy curtailing purchases of Indian goods, 
the chief fac"tor in the maintenance o! a f~vourable ·balance of trade 
for the next four or five years will he through the export of surplus 
gold and silver,, thereby obviating the necessity of raising large 
sterling loans to meet the annual London obligations. 

· "It.is said that precious. metal is stored so extensively in India 
that the high price of gold and silver, which is likely to last as long 
as the. international situation remains on the existing basis, will 
enable India to export her precious metal abroad and tealise profits, 
and thus also help the country's finances. The Government is thus 
not likely to entertain any proposal to stop the export of gold and 
silver." 

. . . . 
· · No. The Government is not likely to entertain any 

such proposal. For 'as soon as gold exports cease, the 
exchange, in the prese~t condition of our trade balance, 
must fall-and India's credit depends on the ~aintenance 
of the 18d. sterling rate. But it may be questioned whether 
exp~rts of gold and sih·er are the best means of maintaining 
a sol vent position. 

• The sanction was refused. 
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THE OTTAWA PACT 

The fiade figures for 1934-35 may be analysed to dis· 
cover the benefit which India derived fr.om the Ottawa Pact 
in that year. 

There are three chief features of our trade returns for 
19.34-35: (1) the United Kingdom has stopped buying 
more' of our goods, (2) exports to Japan about doubled in 
1934·35 as compared with the preceding year, and (3) 
exports to the principal European countries and the United 
States are definitely declining. 

Exports to the United Kingdom were val~ed at 47,53 
lakhs in 1934-35 and 47,21 lakhs in 1933-34. The 
increase is so slight as to be negligible. On the other hand 
imports from the United Kingdom increased from 47,59 
lakhs in 1933-34 to 53,75 lakhs in 1934-35. In 1933·34 
Britain's pur(::hases from us were abou~ equal to our 
rmrd1ases of British goods. In 1934-35 our trade with 
the United Kingdom (as also with the British Empire) 
gave us an adverse balance.· Thanks to the Ottawa Pact, 
British imports are increasing, while our exports to the , 
tTnited Kingdom are stationary. • 

Qf particular interest is the export of raw cotton. By 
Article 8 of the Trade Agreement the Government of the 
Unitrd Kingdom undertook to co-operate i'n schemes for 
promoting, whether by research, propaganda or improved 
marketing, the greater use of Indian cotton in the United 
K.ingdom. Again, in 1933, when the Agreement with Lanca­
~hire was concluded (known as the Mody-Lees Agreement) 
the Indian side " strongly emphasized the urgent necessity 
of further efforts being made in the United Kingdom to 
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popularise the use of the Indian raw material." The 
United Kingdom did buy more Indian cotton in 1933-34 
(61,037 tons) than in 1932-33 (29,434 tons). But evident­
ly the limit of expansi9n has been reached. Lancashire's. 
purchases of our cotton in 1934-35 amounted to 61,933 
tons. 

Exports to Japan, on the other hand, increased from 
182,565 tons in 1933-34 to 359,033 tons in·1934-35. · Of 
our total exports of cotton, the share of the United King· 
dom was·l2·4 per cent in 1933-34 and 10·0 per cen~ in 
1934-35. · Japan's share increased from 37·4 per cent in 
1933-34 to 58·3 per cent in 1934-35. Exports of cotton 
to Japan were approximately six times greater than those 
to the Un,ited ·Kingdom. 

The basic quota of Japanese piece-goods is 325 million 
yards, linked with 1 million bales of Indian cotton. The 
maximum limit of imports of Japanese piece-goods is 400 
million yards. In 1933-34 .(first quota year) Japan sent 
us 341 million yards of piece-goods, and in 1~34-35, 374 
million yards. Her purchases of raw cotton amounted to 

·a little over 2 million bales in 1934-35; exports to the 
United Kingdom _in 1934-35 amounted to 346,785 Lales 
(of 400 lbs. each). Imports of piece-goods from the 
United Kingdom are not linked with any purchases of raw 
cotton, with the result that while exports of cotton to the 
United Kingdom in 1934-35 show a negligible increase 
as compared with the preceding year, imports of 
British piece-goods increased from 414 million yards, 
in 1933-34 to 552 million yards, or by 33 per cent in 
1934-35. 
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It is evident that Lancashire is taking her promises to 
buy more of our cotton lightly-she is more interested in' 
increasing her exports to India. In vie~ of this develop· 
ment, it would he desirable to subject her imports into 

• India to th~ same quota system which has been applied to 
J aplm. Limitation of British imports of cotton piece-goods 
to a maximum of 400 million yards, with a basic quota of 
325 milli~n yards linked with 1 million hales of cotton (as 
in the case of Japan), will impose no hardship on the. 
Indian 'consumer, and will hene~t ·the Indian grower of 
cotton. ·If in any Cotton Year (beginning 1st January) the 
United Kingdom buys less than L million hales of Indian 
cotton, let h~r quota of piece~goods for th~ corresponding 
piece-goods year (beginning 1st April) he det~rmined ~y 

reducing the basic , quota of 325 million yards at 
the rate of 2. million yards . for every 10,000 bales of 
deficit. 

If the United Kingdom was not able to buy more than 
the pr~sent amount, or 346,785 bales of cotton in a year, 
imports of her piece-goods would be limited to 195 million 
yards. · 

The Punjab peasant is also interested in the export of 
wheat. Indian wheat enjoys preferential treatment. in the 
United Kingdom. A Committee of the Assembly, which 
examined the Ottawa Pact, held that the preference was of 
definite value to India. Exports of wheat to the United 
Kingdqm were valued at Rs. 11 in 1932-33, Rs. 17 in 
1933-34, an~ 7 lakhs in 1934-35. The total exports of 
wheat in 1934-35 amounted to about 11,000 tons, or O·l 
per cent of the crop of 1933-34 (9,358,000 tons). 
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Far more ·serious than the inability of the United 
Kingdom to buy more of our goods is the decline of exports 
to the United States and our principal European customers: 

ExPORTs OF INDIAN MERCHANDISE 

1933-34 1934-35 Decreallt! 
Lakbs. Lakhs. Lakbs. 

Italy 5,75 5,73 3 

Belgium •• 4,48 4,23 25 

United States 14,07. 12,87 1,20 

Holland •• 4,21 2,53 1,68 

France .. 7,3~ 5,26 2,11 

.Germany 9,84 6,99 2,85 

It is well known that restrictions on Indian imports 
have been imposed in.' certain countries. . The full effect of 
these re;trictions will become evident in 1935-36 anJ the 
following years, but the decline of exports has begun. 
The Ottawa Pact does nothing to encourage exports to 
foreign countri'es; it positively discourages them. Even if 
foreign countries have imposed restrictions on Indian im· 
ports not by way of retaliation but primarily for reasons of 
exchange control, or of national self-sufficiency, the Ottawa 
Pact has provided them with a very good excuse for 
pursuing such a policy. And as the figures given above 
show, India is exceedingly vulnerable; that is, the demand 
for the greater proportion of our exports is not inelat::tic. 

Germany, Italy, Roumania and Turkey have already 
limited Indian imports, and Iran (Persia) buys nothing 
from us unless we make purchases from her of equal value. 
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The chief feature of the import statisti~s is the grow· 
ing competition between Japan and the United Kingdom. 
The following statement shows imports from the principal 
countries:-

IMPORTS OF MERCHANDISE 

1933-34 1934-35 
Lakhs. Lakbs. 

United Kingdom .. 47,59 53,75 

Japan 16,36 20,80 

Gennany 8,89 10,12 

United States 7,18 8,40 

Italy .• 2,91 3,01 

France •' 1,50 1,53 

U.S.S.R. 1,64 1,55 

Belgium 2,66 1,16 

Holland 1,82 1,29 

American and German imports increased appreciably, 
but the biggest increase was in the case· of two countries, 
United Kingdom and Japan. 

In a very f.ew cases the United Kingdom has lost the 
advantage that she gained over her rivals i~ 1933-34. For 
example, British imports of woollen piece-goods into India 
increased from 52 lakhs in 1932-33 to 57 lakhs in 1933· 
34, but fell to 47 lakhs in 1934-35, while in these three 
years Japanese imports grew from 8 lakhs to 73 lakhs. 
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But in most cases, thanks to the Ottawa Pact, the United 
Kingdom is maintaining her lead and increa:sing it.* 

Exports to Japan increased from 12,61 lakhs in 
1933-34 to ~4,14 lakhs in 1934-35. But this is not due 
to the Ottawa Pact. _ It would not be surprising if Japan 
bought less of our cotton and other goods in 1935-36. 

FINANCE 

The financial position is excellent. The Indian 
budget for 1934-35 estimated a surplus of 10 lakhs. The 
revised estimates showed a surplus of ~,27· lakhs. The 
surplus was in the main due to Customs, the principal con· 
tributing items being sugar (138 lakhs), cotton fabrics 
(90 lakhs), and yarn and textile fabrics other than artifi-

• British imports of the following articles increased in l'J34-35 as 
compared with 1933-84. ' 

Belting for machinery; cement (imports from Japan and Germany 
fell); earthenware and porcelain (Ja}Janese imports fell slightly); glass and 
glassware; hardware (excluding cutlery and electroplated ware); electric 
fans and parts thereof; electric wires and cables; gas-filled electric bulbs 
for automobiles; wireless valves; electric Ja.mpa, other sorts; accumulators; 
switch boards; other electrical goods and apparatus; etpirit j railway loeo­
motive engines, etc.; electrical machinery; machinery and ruillwork 
(imports from Germany and Belgium declined; mixed or yellow metal 
(brass) for sheathing; copper, wrought; iron bars and channel {importa from 
Sweden· declined}; bars other than cast steel. 

. Iron or Steel : beams, channels, etc.; bolts and nuts; fencing mate· 
rials; hoops and · strips; nails, rivets and washers; rail-chairs and ti6h· 
plates; serews, galvanized (imports from Belgium and Japan declined); 
total of not galvanized; sleepers, et.c.; tub11s, pipes and fittings; wire rope; 
and wire other than fencing wire. 

Paints and colours; packing paper; provisions; rubber; pneun~atic 
motor and cycle covers, and solid tyres for motor vehicles; cut ton piece­
goods; sewing or darning thref\d; silk yarn; goods of silk mixed with oth£<r 
materials; cycles; carriages and wagons for raii"Waya; motor-cars, iodudiJ"g 
taxi-cabs; nwtor cycles; motor omnibuses. 
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cial silk (90 lakhs). The budget for 1935-36 estimates a 
revenue of 90,19 lakhs, and expenditure of 88,69 lakhs, 
leaving a surplus of 1,50 lakhs. The duty on imports of 
silver has been reduced to 2 annas and the export duty on 
raw skins abolished. 

The main proposal of the Finance Membe11 for 1935-36 
(which was accepted) was the reduction of the surcharges 
on income-tax and super-tax (imposed in the supplementary 
b~dget of September, 1931) by one-third. The removal' 
of the surcharges altogether would have cost the Govern· 
ment 3,34 lakhs. a year; their reduction by one-third 
accounts for 136 lakhs out of the anticipated surplus of 150 
lakhs in 1935-36. Of the remaining 14 lakhs, 8 lakhs is 
the cost of the removal of the export duty on raw skins, 
which leaves a nominal surplus of 6 lakhs. 

The salary cut has been fully ·restored. The cost of 
restoration (5 per cent) is. 55 lakhs for the Civil Depart· 
ments (excluding the Railways but including the Posts and 
Telegraph Department), and 53 lakhs for the Army, or a 
total of 108 lakhs. There is a 8et off against 'this in the 
form of extra income-tax amounting to Rs. 16 lakhs. 

Punjab Finance :-The income of the punjab Govern­
ment is derived from four main sources-Land Revenue, 

·Irrigation, Excise .. and S.tarnps .. In the year 1933-34 
tl~e&e four heads provided 86 per cent of the total 
mcomr. 

The income from land revenue increases when new 
r:anals are made and a large area of waste-land can be 
brought under the plough. " For the present," said Mr. 
D. J, Boyd, Finance Member, Punjab, "it looks as if we 
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ha~e come very nearly to an end of our colonisation 
schemes." The Haveli project, however, is under con­
sideration; and when the Pakpattan perennial canal is {ul1y 
developed, it would bring 80,000 to 100,000 acres. "of 
waste-land under cultivation, and provide about 130,000 
acres of Crown land for sale • 

. The average receipts from land revenue since 1927-
28 ·have been- about 258 lakhs. The revised estimate for 
1934-35 was 283 lakhs and the budget estimate for 1935· 
36 is 272 lakhs • 

. The average jncome from irrigation since 1927-28 
has been 387 lakhs; the revised estimate for 1934-35 was 
414 lakhs and the budget estimate fort" 1?35-36 is about 
410 lakhs. It may he noted that about 2 crores of receipts 
credited to Irrigation consist in reality of land revenue on 
land which would not have come under cultivation but for 
the canals. . 

. Excise and Stamps yielded 94 lakhs and 103 lak.hs in 

1933-34, respectively, but are expected to increase to 99 
lakhs and llO lakhs in 1935-36. 

The main heads of expenditure are: Irrigation 33-1.- · 
lakhs ( worki~g expenses 187 lakhs_ and interest on debt 
.137 lakhs), Education Department 160 lakhs, Police J22 
lakhs, General Adminh:tration 109 lakhs, Administration of 
Justice 55 lakhs and Jails 30 lakhs. 

A surplus of 34 lakhs was realised ~n 1933-34. For 
1935-36 ordinary revenue is estimated at 10,39 lakhs, 
which is about equal to the estimated expenditure. 

In the year 1933-34 working expenses of the 1\landi 
Hydro-Electric Scheme were 3 lak.hs and revenue 5 lakhs; 
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in 1934-35 expenditure will be between 6 and 7 lakhs and 
revenue between 11 and 12 lakhs. It is estimated that in 
the year 1938-39, after paying interest, depreciation and 
all operating expenses, there will be a profit of Rs. 1,40,000. 

A survey is being made to investigate the possibility 
of a system of tube-wells for irrigation purposes to be 
worked by power from the Mandi Scheme. 

The Mancli Scheme has cost 626 lakhs (including 42 
lakhs spent on local distribution). The accumulated interest 
charge" are 12.3 lakhs, which brings the total capital 
expenditure charged against the scheme to 749 lakhs. 
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