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PREFACE 

THIS book is H1tended to he all Illtroductory manual 
fOJ thOfie who wIsh to 1llake 11 seuous fltudy of 
Illlhan EcomlllllCS H tmH been ,\ lltton from the 
stanrlpomt of the boCIPlILifiu lllCLUlre~, and IS, the authol 
helwveH, frl'c from puhlICal IJias An attempt has 
Leen made tlllOughont tlH' book to represent the 
(bfterent t-.Hles to evel Y (I Ul'rstlOn 1Il the fau est POSbILlt> 
ma.nner. The authot' ha:-- PHll)oHdy lefmmed froUl 
(liscu8SlIlg SOU)(' nnporLallt praetlCal problcllls whwh 
he mtendfl to deal wIth 111 11 seeolld volume. 

The author has Lned to avaIl hnnself of the best 
,tVullubl€' SOUl [;('8 of lllfoullatlOll in respect of the 
vaUOlHi imbjects dealt wlth 1Il the book. He takes 
thu; opportumty tu express IllS grat.ltu(le to the 
authors, edItors, or pullhshers of all publications 
from whiCh he has 1loI'rowed any matter. He IS 

e'SpeClally glatelul to Ml'. J, 111 Keynes, M A. of 
CambrIdge, fOJ many va.luable suggestllms relatmg 
to Indian eUlTt'llcy. 

The book IS hemg lJublished in a hurry, and some 
typoglaphwal cU'ors WIll perhaps be found in It, for 
which tht· author craves the indulgence of the 
reader. 

LoNDON, June, 1911. 
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CHAPTER r 
INTRODUCTORY 

THE subject of Indwn Economics presents many ObetaWeil 

dIfficulties to the student whlCh It may be useful to ~ :~: etudy 

note at the outset. lubjeci: 

The first and the most senous dIfficulty IS found A~plioa. 

in regard to the apphcatnhty of the prmciples of ~~:~t, 
General Economics to IndIan conditlons. There prinolpl •• 

was a tIme when snch pnnciples were believed to 
be of universal applIcatIOn, awl the truths which 
Economics mculcates were regarded as absolute 
truths, hke those of the physical sciences. Some 
economists, however, early reahsed the limitations 
of the SCIence. Mr. llagehot went 80 far as to 
declare that the doctrines of ]i~ng1ish Political 
Economy had lIttle validity outside England. He 
very properly called the Enghsh'sysliem of Economics 
.. the science of business, 8uch as busineE's is in large 
productive and trading communities." 1 

, Economics, as it is taught in the west, is baaed 
on a number of ass\Wl.ptions, conscious or unconscious. 
When we p,xamine these assumptions, we find that 

them ate in India only to a very 
English PolitIcal EcOflomy. p. 7. 

A • 



2 INDIAN ECONOMICS 

hmited extent.l This being so, It would he wnlllg 
to import wholesale mto lmha the eCOHOOllC COIl

ceptlOlH:, Qf the west, anu to apply tbem without 
modlficatlOn or lilmtatlO1l to IndllHI COlHhtlOllt3. I~Ht 

althol1!!lt the concluslOlls of General ECOllOJlllCS may 
not, III all cases, be qmte valHl III IndIa, the 
eeononue te11l1encJes are none tlw 10"8 'tI ue. Human 
1\l\tnrc 11;l1llg the baIDe E'vorywhere, the sallle bCtb of 

1 Mr M G, Ranaue, lit IllS B<~ay,. til Indlf!1I l~(,OllO'lm(~, 

Rummell up tht· pm,ltlOll of ]nuIIl III leg,~lu [(' till' ordmury 
CCOnOnllL "8~1lJl1ptJ(lDA 111 the followlBg \\ oH1M "\'\'lth 111'\ an 
,werag(' 1ll~1l\lllual man 1&, t'J a lalgl' extellt, the ... cry Ilntll'''rkM 
(If the et'ollOnJrcal mILn The F!tllltly ,tlId the ClI.Rtl.1 !\fC lllOlI 
po\\-crful than the 1IllliYldudllIl (lctermulIlIg Ius PO"'ltlOlI III hfl' 
Self-intelI'll! JIl the shape of def,lre of w('(dih I~ llot Il.h~lmt, bul It 
18 not the Duly nOI pnDClp,Ll lIIot{)T 1'11(1 pur,urL of IVwdth IS 

nul, the only Idmllllmcd at 1'11(.1<' 110 neither the de"lrt' nOl the 
a.ptliutie for free and unhmlted CompetltJlln ('}"o"pt \\ Ithm COI

tam pre-determlllecl grooves m group'" Cu!otOll\ I\lld Ri(\w 
regulatJon are fal more po" crful tlll111 CIJIllI','tILwn, IIlId Hu.tll~ 
more rleclbll'o thd.1I Contl,lCl Nt-Jthe! Cl1pltal lIOI Labour Ib 

mohIle, and cnteqJlltllDg and mtelllgl'nt l'llough to sluft from 
f,\a(.e t() pla(,c 'Y,lges and proflt6 l\rO hlH~l, ami noi clll.lltIc and 
respon!!IVO to change of ClrcumHUlnOCH l'opllIatlO1l follows Its 
own law, hemg cut dUWLl hy (h~a.sc ami fu,mmo, willte produc
tlOll H' a.lmost stationary, trill bumper hlln ellt of one y.lar oolIlg 
Ilt,ooc..>d tu pHil Ide IIgarnflt the UIICCI L.Lmties of 1l.1kmate had 
8Mi11J1lS, In a SoulCty fiO OOIlbtltutetl, tho tcndullLwB aHHumod 08 
aXIOmatIc, arc IlC)t unly 1ll0p<:ra(,lvo, but are al'hmlly dcfleetIJd 
from their propel directIOn You might &8 well talk ot the 
tendenoy of mountawR to Le washed away lUU> the tlen., or of the 

va.lleys to fill up, or ttf nUl sun to get CQld, 0.11 r(la~onfl for our 
practICal conduot Within a r~ono.ble dlRta.ncIJ of tlme" Mr. 
Ranade wrote about twenty yea.rs ago, a.nd SJDce then the sttll8." 
twn has undergone COTliUdbru.iJ\e cha.llge; but b18 dOllcrIptiao 
of the state of things remains true to some extllnt IlVCO tot thEi 
present moment. 
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causcs always tenu to PlOUUCO, under given CIrcum
Btallce::~,'8imllal sets of eHeds And as In(han condi· 
tlOns tewl mow awl more to approach the cunditIOns 
uf the west, UIC wosterIl l:conomic theoucs lJecume 
11lOre amI more apphCtt1Jlc to rnumu atfal!'S. It wIll 
nOL do, therefore, to liru!:Ih aSllh~ the theories of 
UeHcral EconolilICs ,tS alJsolutel)' useless for Ollr 
l'urpm;es. W'llat is l1l'elleu IS to apply those 
theol'le~ to IlIdmn lllaLt('rS wIth such modlfications 
and Illllltatwus as Lhe (hfJerences in the circum
stances 1I111Y bllggcst, The erononnc phenomena of 
lndm trlllst be stlllhc(1 sep,11ately, Imt they must also 
lie cOllt--Hkroll 1Il thpir ll'iatlOll to, and dependence 
UPOII, O(;OIlOmlC pll('II()Il11'm~ (,nts1110 the C0untry 

The st)COl1U lhfiiL'nHy an:,;os from the fact tha.t 
Tmha ]8 J.t the present moment in a state of 
eeUJlOlIllC tmnsiLHIIl The older hallltR and customs 
arc bcmg lIlo<illled by the Impact of western· ideas 
and Ide,11fl New ClrC:UllIfltanLCS are hrmgmg about 
ehullgcs 1Il the socml anu economw hfe of the 
people J II fact, tho cOltihct llet\\ een the past 
aUll the present IS now the (loll1inatmg condltion. 
The lllflncnce of the west is Hot, however, uDlform 
throughout the eouutry, so that Vve fin'l industrial 
IIlUia s(,andmg Sl(le by SIde With agricultural Iudta. 
Econormc phenomena are complex everyWb.ere, but 
this fact of tl'a.mntlOu introduces an additIOnal com
plexity into the economIC problems which present 
theUlselv~ for solutlUn in India. 

Another obstacle WIth which the student is often 
fa.ced IS the abbcmce of reliable data. The Blue
books and Papers published Qr the vanOU8 depart-

Complexity 
"I Indian 
econOIDIIl 
1,benoffi6Ilft . 
• 

Want of 
~h.ble 
dt.k. 
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4 INDIAN ECONOMICS 

ments of the Government form his only source of 
information. But he cannot always depend upon 
such information, for the agency by whlCh the 
statistics are collected is hardly trustworthy, and 
the method employed III theu presentatIOll is eften 
unsatIRfl1C'tnry. MUflh care has, therefore, to be 
taken in the use of these statistws, and unlees that 
is done the student runs the risk of being led away 
into wrong generahsation~ and conclusions. 

Personal senilment IS another great obstacle to 
the proper study of the subject To make the 
study fruitful. absolute regard for truth IS bSRontial 
in the lllvestlgatlOn of economic phenomena, and 
personal lIkes and dislikes must be wholly set asIde. 
Unfortunately. the posItion in IlH.ha 18 such that 
those who take part in economlC dI.~nons often 
identify themselves with tIllS or th~· party, and 
thus ofind it difficult to recogmse and appreciate tIre 
whole truth. .... 

These are some of the reasons which account for 
the fact that although many capable men have dealt 
with the detaIls of IndIan economIC facts, yet very 
few have attempted to~ra.sp the principles or to 
explain the facts by the aid of theories. It is a 
matter for great regret that the study of such an 
impo!tant sub.Ject has scarcely been pursued in a 
scientific spirIt. The late Mr. Justice M. G. Ranade 
brought hiB keen intellcct, wide knowledge, and 
deep insight to bear on the study of the 8ubj~ct, 
8.BQ" a portion of the results of his study was 
given to the public in the sha.pe of his speeches 
!TId essays. But tltey were JIlerely an eIlnlest 
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of what 'he people expected from him. Unfor
tunately, his premature death deprived the country 
of the services of one of her best and ablest sons. 

In the following pages an attempt will be made 
to deal with the subject in a systema~ic manner 
The prevaIling wethod and arrangement "Will". be 
followed, wIth such modIfications as the dIfferences 
in the social and economIC organisatIOn suggest, and 
the theories of General ECOllOIlllCS wIll be examllled 
. h ' m the hg t of IndIan facts. N() one, I am sure, 
will expect an exhauElLIVe and satlSfactory treatment 
of the vanous questlOns of IndIan econoVllcs III a 
small handbook lIke tIllS. My oU,]ect iR merely 
to make the reader acquulllted wIth the genetal 
economIC phenomena of Indta so as to help hun in, 
pursuing a fuller and more deta,Iled study of the 
subject. 



UHAPTBH. II 

THE NATUl{AL ENVIRONMENT 

MAN is ultimately dt'pcndellt 011 naLlllP 1I1 ('vcry 
aspect of lus lIfe. HI8 ecollllmic bfe, 1Il l'UI'tiLUlrU, 
IS closely related to the facUl of na.ture. The 
physical envirollment IS, 1Il realIty, t1lP batHS of all 
economIc actIvIty. In the case of J 1Il1la, iherdore, 

·as in that of any oLher ~()Il11tly, 11 study of ecnnOllJW 
phenomena. should start frolll [lll ll1ve~tlgatlOJl vf 
the physical iltctor TIllS lIIay he comnri('rd, for 
our purpose, under the n\'t' head/': of the geograplllcal 
location, the geologlCal ALruetullJ, the climate, the 
flora and fauna, and the facilIties of ['OlllmumcaLlOll 

1. GEOGRAPHICA L Hl'fUATlON 

Extent. India extends north and Routh froJII lati tude fr' 
to latitude 38°, and the extreme points Oil the west, 
and the eaElt are sltuated respectively at longitude 
66° and longitude 1000

• It comprise8 an a.rea of 
1,773,168 square miles. The area of India is about 
fifteen times that of Great Bntain, and nearly one· 
sixth of the total inhabited area of the globe. 

~1rieL The range of the Himalayas, with its snow-clad 
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peaks penetrating far into the sky, fOrl~s the northern 
boundary of tlllS vast countly. On the north-west 
amI the north-east also It is bounded by lofty 
mountallls whICh prevent mgre"ls or egless except 
through a few narrow passes anu defiles. On every 
other SIde the boundary IS the Rea 

Thus sItuated, IndIa forms a UllIt by itself, 
separated as It IS 1)y nature from the rest of 
tho world But WIthin Its own borders tho 
country presents so lllany marke,l dIl1eleuces m 
phYSIcal features that It IS often uesenhe!l as a 
cOlltment rather than a cuuntry 

J nst below the Hnllalayan rauge of 1Il0llutalIls, 
whwh IS the most stnklllg feature III the geography 
of IndIa, hes the SuLHllolltane regIOll WIth 1t.s 
dense forests and an mhospltable chmate. Next 
comes the great plam of Northern I mha, from about 
150 to 300 nules III wHlth, alld watered by three 
great systoms of IIunalayall l'lvers,-the Indu"s, the 
Oangos, and the HralllnaputUt. Broadly speaking, 
the western half of tlllS plam may Le described as 
dry and sandy/ and the eastern half mOIst and 
water-logged To the south warP. lies the peQ,lllslIla, 
conslSimg of a rugged plateau separated frQm the 
north by tho Vllltlhya range, and flanked'· on the 
west by the steep lnlls of the Western Ghats and 
on the east by the Eastern Ghats which gently 
slope into the Bay of Bengal. This plateau is o{ 
an average height of 1500 feet, and is cut into a 
few deep valleys through which five great rivers 

1 These featuros reach a.n extrl'me pOint III SP1t! and the desert 
Qf wuatern &jpnmna. 

Natural 
UIVISlone: 

Northern 
lnilla, 

Pewnsnlar 
Iod\&, 
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carry their waters to the Arabian Sea and the Bay 
of Bengal. 

2. GEOLOGICAL STRUCTURE 

India, ill the ancient geologIcal ages, was very 
different from what we find her now. GeologIsts 
say thai in the eal'hesl, penod she was represented 
by thelilSouthern peninsula and was connected wIth 
Africa \'y land, while over the area where now 
exlst the regions"of the runJab and RaJPutana, the 
tides of a wide and shallow sea ebbed and :fi()wed. 
Then followed a seIles of volcamc cataclysms and 
violent earthquakes whIch 'entuely changed her 
natural features. l<\nally, as the l'~Emlt of a slow 
process of geolOgIcal evolutlOll extending over 
thousands of years, she acquired hel' present shape 
and physical characteristIcs. These successive for
mations have left their marks on the phySIOgraphy 
of India, and they may be grouped under six heads: 
(a) Achaean, (b) Vmdillan, (c) Gondwana, (d) Basaltic, 
(e) Teltiary and Oretaceous, and (I) Alluvial. As, 
however, a detailed exammation of these formations 
is not necessary for our purpose, we shall content 
ourselves with a general descnption of the va.rious 
kinds of soils and minerals whlCh owe their existence 
to them. 

The most extensive, and agriculturally the moat 
important, tracts are the alluvial. They comprise 
the greater portions of Sind, Gujrat, Rajputana, the 
Punjab, the United Provinces, 13engal, extensive 
tracts in Assam and Burma, the G0d4vari, 
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Krishna, . and Tanjore districts of Madras and AlIQviaL 

strips extending along the eastern and western 
coasts of the peninsula. AlluVJ1l1 soils also 
fringe the courses of the rivers in many other 
places.1 

j 

Alluvia.l soils differ in different pads of the 
country in respect of their physical as well as their 
chemical propertIes Generally speakmg, ill north
western IndIa the SOlIs are porous, dry,.and, ill 

some places, sandy. In Bengal, the SOlIs are more 
compact, less coarse, and mOIst. The SOlIs in the 
deltas of Peninsular India are non-porous, clayey, 
and of dark colour. The chIef advantages of 
porous and light soils are that they are eaSIly 
worked by tq.e plough and eaSIly permeated by 
water. They lead to great fertIlity of the land in 
places where ,the atmosphere is moist. But their 
great defect is, that they allow the water t,o sink 
into the loweI' strata, and are unsmtable for 
the growth of those kmds of plants which require 
the retentIOn of a great deal of moisture about 
theIr roots i. and thus they cause mfertility of the 
land in those parts in whICh showers are not frequent. 
The alluvia.l soils are, on the whole, rIch in chemical 
properties. 'Phosphoflc acid, potash, lime, and 
magnesia are found in sufficient amounts, but 
nitrates are often in defect. In some places, 
however, barrenness results from an excessive 
accumulation of magnesIa and soda salts on the 
swiace. A grea.t variety of rain and klwn-if crops 
is grown on e.ll uvial soils. 

1 Imperial Ga.,.ette.er qf 1M"". voL ni. p. 8. 
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Next in importance are the trap soils which 
cover the whole of the Deccan and consIderable 
parts of the Central Provinces, Hyderahad, and 
Ita.thiawar On the uplands and the slopes of hllls, 
the salls are porous and lIght and are generally 
poor. The chIef crops of these areas are mIllets 
and pulses. In the lowlands the sOlIs are thIcker 
and darker-coloured and lllore fertile They ale 
SUlted to the growth of cotton, wheat, mIllets, and 
pulses. 

In portions of the Deccan trap area IS foum! the 
black cotton sOlI or Tcyar, whIch possesses an almost 
inexhaustIble iertIhty. ThIS sOIl';s the plOdnct of 
the decompositIOn of lavas. It is of a dark colour 
and IS exceedmgly compact and ieuaClOU8. It is 
hIghly retentive of mOIsture aud nch III chemICal 
propertws. The kmd of crops most smted to these 
areas is the rab'!" but the kharif crops are also 
grown in many cases. Cotton, Wheat, lmseed, and 
mIllets are the chief crops. SoIls akm to the black 
cotton sad of the Deccan arc found 1Il the river
valleys of a few other districts m Bombayantl Mad.ras. 

So lUuch about the speCIal varietws of Salls 
The rest of r ndia may be deSCrIbed as the" crystal
line soils tract." But these SOlIs (htrer so much 
from one another in the dlfferent ptovinces in 
regard to their physical and chemIcal oharacteristics 
that it IS hardly fair to put them all in one class. 
They are usually sterile when they oceur on the 
uplands, but the clayey and brownish loams ot the 
lowla.nds are fertile. The better kinds of such 
soils are suited to a grea.t variety of crops, the 
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most important being rice. The reddish-coloured 
latente soils of certam dlstncts in Bombay are 
rather infertile, bemg hIghly porous and dry The 
crystallme sOlIs generally are defiClent Ul the nItrates 
and phosphoric awl 

In the Il1Hlst of these varying featttres one 
chalacterlRtlC IS found to be common to almust all 
sOlIs, viz., thmr comparatIve dryness. ThIS absence 
of moisture III the land makes the supply of water 
an Ilusulute neceSSIty ll1 Indml1 agrlCulture.1 

Such IS the surface of tho earth elS we liud It in 
In!ha It IS noedlcfis to ~ay that It iR of the 
greatest mq1ortanoe m the ecnnOllll!' lIfe of her 
people, whose matollal and mOHtI welfare 1S mths
solu bly Lound up WIth tho HOII But of pqunJ 
nnpOl tanee IS what hes Leneat.h the snrface The 
wealth of a natIOn III modern tlllleR !.'orrespond~, in 
u large measure, to Its output oj' f'O{)IlUUllC mim>rals. 

The mmeral wealth of Ind1l1 has not yet been 
fully ascertamed; but jUdglllg f10m the alll(\Unt of 
actual productIOn, her nnnes and her pOSl'ilbliJtIeS 118 
shown Ly investigations, W(' may R,~y that IndIa is 
rich in mmeral resources 2 These arc WIdely 

J In this )'o~pect, In(h,t/J cOllfhilOnq dlffcr wJ()oly fl001 tlWSI' of 
England, where, on c.cCUUlli ot the pI ('HCllm' flf (til excessIVe 
amoWlt of mOisture III the land, draumge IS the m08t e~scntml 
thmg In cultivatIOn. 

2 Mr. V. Ball, m IllS introductIOn to the Ecol1omlt Geolo.?y of 
Ind'la, qoot,es the statement of Megll.sthcllCS thl~t "Indm hilS 
underground numerous yemll of all sorts of metals," aud regards 
it 8.S entirely true. He goes on to say, II Werc IndIa. wholly 
isolated from the re~t of the wol'ld, or were her rnmclal llroduc
tiona protected from compotltIOn, ther~ caumlt be the least 

Mineral 
raluuroea . 
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distributed over almost the whole of her area, and 
it will perhaps be useful If we bnefly describe the 
chief kinds. • 

Ooal is the most important of the mmeral 
products of Inilla. Its quantity is large and the 
quahty 18 good. It is found chlefly III 13engal, 
Assam, and the Central ProvitlCes, and III smaller 
quantltIeS in Burma, Central Indm, the l)unJab, 
Madras, Kashmir, and Baluchistan. I,Pll 1 ores of 
a supenor qualIty are to be found III abundance ill 

various parts of IndIa The chIef Iron areas are 
Barakar, Chaibassa, and I ton In Bengal; the 
northern and eastern dIstncts of the Central 
Provlllces , the eastern half of Uen tral IndIa, 
Mahabalesw'ar and Mal wa In Born bay; and 
Mysore It IS also found III small quantIties in 
the Punjab and the United Provinces, KashmIr and 
Rajputana. At pr~sent, however, it is nowhere 
worked to any consIderable exteut except III Barakar 
in Bengal; but it is hoped that there Wlll be a 
great expansion of the productIOn and manufacture 
of iron in the near future. 

Petroleum 011 IS found chiefly in Assam, Burma, 
and Baluchistan, and an infenor quality in certain 

doubt that she would be a.ble, from wlthm her own boundaries, 
to supply very nearly alA the reqUirements, In so fo.r &II the 
mineral world is conoerned, of a hlghly CiVlhsed community." 
(V. Ball, JlcO'1lQf7l.ic Geology, p. xv.). 

'1lJ'he Importance of Iron and coal in the eoonomy of a oonntry 
is immense. The donllnant industrial poSltion of England ill due, 
in a large Dte&Ilure, to her po8II88Blon of an abundance of these 
minerala. Coa.l is important not only as ordmary fuel, b1l.t &II 

the indiapeua.bIe requisd.e In all productive industries. 
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districts df the N.W. Frontier Provlllce. The 
petroleum resources of IndIa are confined to the 
two systems of folded rocks on the eastern and 
western HImalayas. Rock-salt is obtained in large Rock-II1lt. 

quantitlCs III the famous Salt Hange and in the 
Kohat dIstnct of the Punjab. Tin is found only TIn. 

III lower Burma and III the Haz~nbagh dIstrict of 
nengal) but the total quantity of output is not 
large. 

Of the matenals used for agriculture and the Materi.l.for 
lDd1Ultrlea. 

cberUlcal IlldusLnes, saltpetre IS the most important. 
The natural condItIOns for the production of salt-
petre in Behar, whICh is the chief source of the 
compound III IndIa, aro ideal, bllt the woductlOn is 
now dnumishing. Inrha is very deficient in her 
supply of phosphates. The only deposIt worth 
noticing is in the TrichIllopoly dIstnct of Madras. 
The export of phosphates m the form of bonE\'> is a 
CIrcumstance to be greatly deplored. Potash salts 
are very rare. Gypsum, alum, and sulphur are, 
obtainable III several parts of the country. Borax 
18 obtamed from KashmIr and Tlbet. Soda salts 
are obtaIlled from the soil in various parts of the 
country. 

India was, in ancient times, famous for her 
precious, metals. At present her prodUction of 
,these is not large, though it is still considerable. 
The most importa~t of these is gold, whioh is found Gold. 

in large quantIties in the Kolar field III Mysore. 
Some amount is also found in the mines of Hydera.-
bad ,a.tJ.d several other places. Besides, in all the 
ProVUmeB of India. sma.ll quantities of gold a.re 
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obtamed from river gravels hy the indigcnous pro
cess of washmg. Both copp(lr amI lead are widely 
dlstnlJUted ovel the whole of I ndm Copper is 
found dneily III Bengal, awl also III several places 
in the Ocntral I)roYlJlccR, HaJIHItana, Southern IndIa, 
and at various places along tbe HlIlli1laY:1s. 

Lead occnrs in llellgai, Central l'lOVlIlCCI:!, Ra.lPlI

tana, tho Karnnl dlstnet lU Madras, amI ('.el Liun 
dlstncts In Bomuny. In some places, SlIver and ZlllC 

have heen found abl'OClateu wIth leau 
Of recent years, a}LlllllIllUJIl has bePll discover0d 

to occUr" III abnudancc m Burma and the whole of 
l'emllsular India, and It IS belIeved.that tllis lIIdusLry 
has a great future before It. 

Manganese occurs m snch abundance m the 
Central ProvInces that IndIa now takes the secolld 
place among the mangancse-plOdnclllg cOllntriefJ of 
the world. It is also fOllllll in certam parts of Bom
bay, Madras, Hydmab,td, Burlll.t, and ChoLa Nagpur. 

Mica 1S one of the most important mmcrn.l pro
ducts. India turns uut more than half of the total 
mica supply of the world Tbe mam sonrce of 
productlOn IS lD the HazJ.rlbagh and Gaya dH~tricts 

. of Bengal. It also occnrs in the Nellore (hstrict of 
Madras. 

Oobalt is found in Rajputana, and nickel is ob
tained from the gold-fields of Kolar. 

II ariouB kinds of precIous stones are to be found 
in different parts of IndIa, important iUJlong them 
being dIamond, ruby, and sapphire. Dia.monds 
occur chiefly lD Madras, the Qentral Provinoos, a.nd 
Dear Panna in Centl,'al lndis.. Ruby-milling is & 
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very profita.ble and flourishing mdustry in Upper 
BurIn[\.. The chief seat, of sapphlI'e IS KashmlI', but 
Lhe mUlCH are sai(l to be exhausted. 

HesHles these mmerals, there are varwus kinds of 
miscellaneous IIllJleraIH. Stone aIHo is Important, 
It hemg the clllef material used. for building and. 
ornamental purpos(-'S, 

NUIIwrollH llOt and Tllll1cral sprlllg's are found in 
dtfff'I'C'nt parts of Tmlm, lmt theIr neglect 18 a curious 
featUi e 1II t.he sltuatlOlI As Instances may IJe 
IlwutlOlled the hot sprIngs at Malllkarn lTl Knlu, the 
slIlpbm l:lprmgs at l.a~Ull(ha lU the Kalra dlstnct 
:wd at Va,lral'(Ll In the Thana (lIstnct of tllC Bomoay 
PmsidellC), ,LlHl other bIll lllgS along the foot-huls of 
the Hllnalayas, 

3 CLIMA.TE 

The clImate of any place 18 doternuno(l hy varions 
factors, the dud among these beIng Itt; latitude, 
altitude, proxmnty to the sea, and position m regard 
to the pl'evailmg Villlds. India IS such a vast 
COUll try th,lL Its parts (lIfter ~i(lely from one another 
Il1 respect of each of these factors, gIvmg us sharp 
coutmsts lD clllnatie condlt,ions. 

Excluding the Hllualayas,l which act as a 
chma.tic harrIel' in shuttnig out the cold wmds of 

1 The Himalayan range exercises the greatest amOlUIt of uulu· 
ence on the phYl!1001 oondltlOn of IndIa, a.nd 011 the moral and 
llCOIlonlle hfe of 4ler people. Not only ,does I t ac~ 11.8 a elimatlo 
burier, but It is the perennlal souroe of a.ll the groat Mvers which 
moillten the parohed lands of Northdm IndIa a.nd gIVe inexhaus
t.ible> fertlli fJ to the soil. 

Mlsccl
lalleou~ 
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Central A.sia and leeping within the borders of India 
the vapour-bearing winds of the south-west mon
soon, the country may be diVlded, for meteorological 
purposes, into two parts: Peninsular India and 
Northern India. 

The The whole of the Peninsula falls within the 
;=:~- T$opics and has a hot climate, the variations of 
abght. temperature between summer and winter being 

Northern 
Iadla.-

small. The toasts have an even smaller range of 
temperature, and the atmosphere there is usually 
cloudy. These features are specially observable on 
the wmJwata coasts, and they diminish with in-
creasing dIstance from the sea. 

Almost the whole of, Northern IndIa hes beyond 
the TropIC of Cancer. but here the clima.tic condi
tions are more complex. In techmcal language, the 
clImate may he descnbed as continentat The 

""ere beat severity of heat or cold and the amount of mOISture 
&ad extreme '. h I .l.'-" tl' th eold. present m t ~ alI, lOwever, Wiler grea y In e 

di(erent provlDces and III dIfferent seasons. In the 
Punjab and the North-western Frontier Province we 
find bitter cold in winter and extreme heat in summer. 
As we travel eastward the severity both of hl(&t and 
of cold steadlly diminishes. In Bengal and Assam, 
the winter is mild and the aumm'er is moderately 
hot. Again, Sind, the Punjab, and ~putaD& are 
exceedingly dry, whiie the atmosphere of Aasam and 
of East Bengal is always saturated with moisture. 

4ltitude tempers the heat of low latitudes. Up 
on tb:& hills, it is delightfully cool and refreshing 
eveD. in mi,dsummer, but heyonl a oertain point the 
emeB8 of cold forbids human habitation. 
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These are the general features bi tlW c1imste of 
India., wh'ich are, however, to a large extent dis
turbed by the periodical or monsoon winds, of which 
we shall speak presently. 

The Indian year IS dIVIded into six seasons, but, The IlelMODl!: 

for economIC purposes, It may be dlvlded into two-
Winter and Summer,-the latter being subdIvided "WmteJ', 

into dry summer (April, May, and June) and wet dry summer, 

summer (July, August, and September). ThIS alter- ~!:~~,Y 
nation of the seasons IS of the greatest importance 
in the economy of IndIan life, as it l~ds t~ an 
alternation of the meteorologlCal 'conditions, and 
thus gives rise to the most momentolls results. In 
winter, dry land wmds prevail over the greater part 
of IndIa, while in summer we have winds of oceanic 
ongm, w,i1h hIgh humIlhty, much cloud, and frequent 
rain. 11if118 alterna.tlOn 18 due to a dIfference III 

temperature and ~tmospherlc pressure in diffeI;ent 
regions. .. 

The whole of India lies withIll the belt of the The 

northern trade-winds, U uder normal conditIOns, IDOIIIOODa. 

therefore, we should expect the wmd to blow from 
the north-east throughout the year, As a matter 
of fact, however~ t.he north-east wind blows during 
only one-half of the year. During the other half, 
the wind movement is modified because of the 
pl"El8ence of the continent of Asia' near the equator. 
This disturbance of the air· current is due to the fact 
that land and water differ greatly in their beha.viour 
regarding abaorption a.nd radia.tion of heat. In 
April lmd May. the ptains of N orthem India. become 
vert much hotter ~han the water of the Indian 

l.& B 
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Opean near the eqnator; and, ,consequently, the 
pn'ssure becomes much lower in the former regioll 
tha.n over the equator The heated air rises and tllC 
cooler aIr froll! uear the equator rushes ill Lo take 
Its placo. Thus an aIr-current IS estahlu:\hcd III the 
loweI strata of the atmosphere ftom the south 
towards the north ,J ust at tIllS time, south of the 
equator, the WUlI} Llows rLS a south-casi iradc-wmd. 
As it reaches the e1luator, it fiuds the harometrIc 
pressure hIgher there than III N 01 thern lndut. 1t 
then swirls round and hlows as a soull!-\H'st wmd, 
acceleratmg the air-movement whICh h;~8 alreally 
begun from the ('(luator towards IIHha TIns IS the 
south-west monsoon llclUg of occalllc origm, the 
wind IS laden wiLh mOlstnre, and, aH It moves along, 
it drenches the parched lands of India. WIth nun 
The south-weRt munsoon usually establIshes itflelf III 

HOlqbay and BCllgal carly III .J UllC, and before the 
end of the month It t'xteu(ls over the whole of 
Northern Imha. 

The south-wpst monsoon reaches Indm in two 
curlCntB-the Arabian Sea current aml the Hay of 
Bengal cnrrent. The former gives min to Hombay, 
the PunJah, and a part of the Central Provlllces, aud 
the latter to the rest of Indla. and to Burma. India 
gets nearly 90 per cent. of her I1nnual raillfll.ll Irom 
the south-west mOIlsoon. This monsoon usually 
continues tIll ~eptember. 

In October and November, the temperature over 
the land in India. becomes lower thJ+n that over the 
sea. near tbe equator; consequently, the barometric 
pressure is higher, and winds now begin to blow 
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iowarJR the eqllat~r, This IS often alluded to as 
"jJ1(J wIrth-east monsoon, but It is, in rellhty, the 
llurmal Ilorth-el.t.'~t trade-wInd, Being of land 
OrIgIn It (loes not contaIn much moisture, and IS, 
thCl('foI(" called the dry monsoon, in contradlstinc-
tlOn to the south-west lllOTlSOOn, whICh IS wet, The 
htLle lllOJstnre willch It contains l!i really the refiidue 
left by the Routh-w('s[, monSOOJl, which has been 
P)('V('lltc(1 by tlH' HllnalayaR flOm passlIlg out of 

I whIt. Tiw IHll tJj-(~aRt trade-wllId pJCks up a con
slLl('whlo amount of 1ll00sture dUring Its :Jassage over 
the 13ay of Bellgal, and gIves ralll to the south-
eastern distuctR of l\l(l(h as Thm north-carlt wmd 
IS tl\1lh of gl ('at eeonmnlC llnportallcc to Madu1s, 
aHllOugh the toL.ll (pumtlty of ram willeh India gets 
flOm I t IS sIllall ~Ollle ftlllOUll t of ram also falls ill 

the l'ullJal) dUrIlIg the \\ lIlil'1 months 1 

'fIll' amount of raIn Umt falls III IndIa varies 
frolIl yen,r t,o year, It (Iepcnds Oil the force and 
dm~ctlOJ\ of the lllr'Llll rent, The quantIty winch 
!lIly llurtlculur part of the clluntry receIves (lepends 
OIl the configuratIon of the 'surface of the land, 
011 its situatIOn with reference to the wlIlds, al1l1 
un allY otbet facto! wluch causes rerillction in the 
tempmatul'e of the au', :For Instance, while a large 
amollnt of l'nm falls 1Il the coast distrIcts of Bomba.y, 

Nvrth'e88t 
mOWlDOll, 

Amount of rain 
d~klmlued 
by-

the table-Ia.nd of the Decean and Southern IndIa SltuatlOlI, 

gets 'vcry littlo ram from the south-w6St monsoon, 
the Western Ghats acting as n. barrier to the passage 
of th~ vapour.Leal'ihg wmds, Wl~em, on the other 

I The exaot OII.USO of thlS rrunfall 8M not yet beeu IIIIOOrtamoo, 
but,.it aecmll to be dUll to 1001101 'ltorms. 
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hand, no such obstacle IS offered to the passage of 
the monsoon current, the clouds travel far into the 
interior of the country. The east coast of Madras 
does not receive much raItt from the south-west 
monsoon, for it doe!; not lie in the path of the 
winds, theIr directlOll being north-easterly. Again, 
any cause WhICh cools the air-current leads to a 
condensatIOn of wa.ter-vapour and to the fall of rain. 
Thus rainfall lS al./Unnant on the monntaInR, while 
it is scarce In deserts where the atmosphere, being 
hot, is capable of holding in suspension a large 
aIllount of water-vapour. :Forests keep the atmos
phere cool and thus help the fall of rain. 

The success 01 faIlure of the crops depends 
entirely upon the amount, dIstribution, and time of 
occurrence of the monsoon cains. In European 
countnes, the varIations in rainfall may increase 
or'dlmiIllsh the abundance of a crop, but in India 
they produce far greater consequences. In ono'year 
rainfall may be so abundant that har,vests are plenti
ful, in another an almost total failure of the rains 
may lead to a severe famine involving the loss of 
thousands of Jives. The prosperity of the country 
mainly depends on the monsoons, and natural water
supply is the chief factor dewrruinmg the density 
of population and the state of .civilisation in any 
particular part of India. 

The climate of the cpuntry affects not only the pro
ductivityof the land. bub thE! pbysique and character 
of the people. A hot and moist climate ~ to 
cause much fatigue after moderate exe~ and a 
genel'IIl iJ.ladefined, oondition of debility 'It thua 

~~~ I ~ , •• ; '~I'f/-4~ 
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produces a disinclination to hard work. Various 
kinds of tropical diseases also render the body 
weak and reduce the to~@.yitl:,.of life. The cumu
lative effect of all '!ibis on the people is to produce 
a lack of the energy and strength needed to develop 
the best in themselves and in the resources' of the 
country. 

4 FLORA. AND FAUNA 

The geographical position of the ·country and its 
climatic and geolOgical conditions have an Impor-
tant bearing on the vegetable and ammal hfe of Vegetable 

India. The large extent of Its area and a great Me. 
variety in phYSICal features and chmate, combmed 
with the natural fertihty of the suil, enable the 
country to produce almost evelY kind of vegetable 
hfe. Here we find not only the tropICal and sub
tropical products, but the products of the tempemte 
zone as well. The most Important among the 
tropica1 produots obtained here are' rice, coffee, 
cocoa, sugar-cane, cinchona, Jute, spices, india-
rubber and gutta-pereha j pineapple, bananas, and 
other kinds of tropical fruits. ~le chIef sub-
tropical products grown &re: cotton, tobacco, opiulD, 
and tea. Of the products of the tempeI'8ite zone, 
the following may be mentioned as the more im
portant: wheat, maize, barley, pulB88, potatoes, 
hemp and Sax, and various kinds of fruits. Besides 
these, lnanY nlisoollaoeous articles are found, sncb 
as a ~ variety of oil-seed8, gums. timber, and 
indigo.' 

Tropical. 
wb-troplCl&l, 
and temper. 
ate-zone 
producta. 
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Animals are of great use for purposes of cultiva
lilon and draught. At one tm16 IndIa possessed a 
faIrly large supply of good and serVICeable cattle 
B,ut of late there has ueen a great ~12!~~wE- 1Il 

the qualIty, amI dllnmution III the quantIty, of lIve 
stock. The want of good cattle IS a gn'at drawback 
HI the Improvement of agncultlll'e Cattle-waring 
is fhfficult in those parts of the country III wInch 
rainfall is large, because the ram-water waRhes 
away the saliellt constItucnts wluch are E'Rsentlal to 
the health of the cattle There the [ullmais (10 not 
grow up to a good size and strong. For tIllS I'l'ftAOll, 

horses are rare in Lower Rcngal, the CalIlatw and 
Coromandel coasts, and Lower Bllnna. 111 the 
drier parts, on the other hand, suell as Bainelllst.au, 
the PUllJab, Rl.Jplltana and Kathmwar, very good 
horses are fotmd. The most important of the Tndmll 
an~lUals are bll11 ockR, wInch art> used almuRt every
where for the plough as well as for carrying loads 
and drawmg water. lluffaloes also are used for 
similar pUt poses Ul mallY parts The cow and the 
she-buffalo are highly useful 1Il almost every part of 
the country, as milk and glLf'c are among the clnef 
artICles of food consumed by the people. Hhcep 
and goats are found in every province. Thc .lonkey 
is a very useful' animal, especially in N ortheru 
India. The camel IS plentiful in tqe sandler r-arts 
of the country, and is a very useful animal for 
carriage. The region in which good cattle is reared 
includes the Punjab, Kashmir, RajputanD., and 
Katbiawar, where ram fall is not excessive.. 

Products obtained from animals, besides milk, are 
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wool, wax, and lvory, all of which are articles of 
utility and in demand 

Of the ~~~.!JlC products fish, of course, lR the 
most useful. The pearl fishenes of the Indian 
Oct:lun are also velY llliportant from the eCOllOlJllC 
standpomt 

u !<'ACILITJES OF COM.MUNfCATION 

AqUl\tlO 
products 

The flatness of the sm face makeR COIl11I1UlllcatlOn CommUnlca

eaRy 1Il the plams of N ortheTll IndIa. Itoads and 
railways can he com;tlllcted hele WIthout much 
(htliclllty. The (jallgei'l, WIth Its nUUl11l0llS tnlm
tanes awl branclles, fUt'l1Ulh(lS ROlllP thousands of 
IIllles of waterwa) s, \\ lneh are of lllllll(~llf,e ceollolllie 
Importance. Thu IlmlulluputHL alst) III its lower 
COil rse affords sOllie faCIlItIeS of transport The 
Illdu8 and Its tnbutl1I'Jes me 1lU\ 19u1,le l)y slno.11 
hoatR, !lild hy steamers dunng a. p,nt of the 'year. 
In the southern half of the coulltry, the nature of 
the surface has placell g-reat llllpeUIITleTltb rn the \Yay 
of CUlUIDUlllcatlOIl. Hoads are not easy of CllllSt) \IC

tlOll, amI raIlways have become possIble ollly 1Il 
certain partH of till' pemllsula, and even then' only 
wlLh the a.id of much ell gin cering skIll. The nvers 
also are not qUlte so useful as wawrwap, all of 
them being too impetuous m times of ilood and too 
scantIly supplied with water at other times 

The long soo-board of India ofi'l'rs raClhtil'S of 
comlllllnication between the coast distrIcts of the 
country. The number of natural haruonrs, how
ever, is few, and during the mOD !loons the Illlhan 

tlOU ellS v III 

NOTth~rn 
IndIa, 

but tliffieult 
in the 
pemnsu\a. 

The aea, 
the gre~t 
hJ,ghw&t· 
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Ocean becomes exceedingly rough. 
these disadvantages, the sea haa 
natural highway connecting IndIa 
parts of the world. 

But in spite of 
now become a 
with the other 

We have now finished our brief survey of the 
physical e~vlronment m India and ltS relation to 
Lhe economic 8.'!pect of the hfe of the people. We 
have ~oted the mafty natural advantagea which the 
country enJoys and the few difficultIeS it labours 
under. It IS necessary to recogmse the dependence 
of the people on nature, but it would be a mistake 
to suppose that thIS dependence is absolute. Man 
can, 10 some measure, modify Ius environment. The 
people of lJIdia can, by theIr intelligence and know
ledge, control the forces of nature to a considerable 
extent. Let us try to understand this point clearly. 

The productiveness of the land depends on tIle 
fertility of the soil. But natural fertility can be 
increased by the effort of man and decreased by 
lack of proper care. Wasteful cultivation may turn 
the best land into the poorest; and the worst land 
can be converted into the most fertile by the appli
~tion of proper manures and the adoption of a. 
well-regula.ted method of agriculture. In mining, 
the extension of knowledge and inventiveness may < 

lead to the artificial manufacture of new and uaeful, 
metals, supplementing and even superseding the use 
of the minerals which &re now known to the world. 
.As for the climate, it is essentially unalter&-ble; but 
even here modifications may be secured in various 
WAyS. .AJfores~ may lead to ~ ~ of 
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rainfall whel"e it is at present scanty, and irrigation 
may be so pmctised as to carry water to any place 
where it is wanted. Extensive drainage works, 
the reclamation of swamps and marshes and the 
re-excavation 'of sIlted rivers may also affect for the 
better the climate, tbe health of the people, and 
the moisture conditions of the land. The effects of 
extreme heat and cold may be mltlgated by various 
artificial means. The enervating infl uence tJf the 
climate on body and mind may be counteracted by 
the adoption of proper care and a sCIentific mode of 
living. 

The flora and fauna of the country are deter
mined partly by the physical condltIOns and partly 
by the will of man. ScientIfic knowledge may be 
applied to the 1lllprovement of the eXIsting vege
tables and fruits, and new sorts may be made to 
grow. So also, the breed of cattle may be impro,ved , 
and certain new kinds may be introduced. 

As for communication, science has surmounted 
most of the difficulties WhICh nature placed ill 

certain parts of the country. Railways have pene
trated into places whICh would otherwise have 
remained unapproachable, and distance is 110 longen 
a bar to communication. The formidable ocean 
now affords the easiest and cheapest means of 
transport. 
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CHAfTER III 

THE SOCIAL STIWCTURE 

THE POPULATION 

NATURE and man are the two chief agents in 
'" -the productlOn of wefllth In the last chapter we 

descnbed the part played llY nature lJl the econoUlY 
of Illdian hie The presellt chapter will be devoted 
to a lmef (hscussion of the humau clement 

The total populatlOll of IndIa is !1hout 315 llnlllOns 
or' about SlX tuneR as large as that of the British 
Isles. and nearly one-fifth of the populatlOll of the 
whole world.! 

The average denSIty of the population is 184 to 
the square mile,2 which IS yery much the saUle as in 
France. But in India, >4iistnbu.tton of the peolJle is 

j , , 

not even througho\lt the country. The density of 
population depends on several f.tors, the most 
important of ':wllich are rainfall, the climate, the 

lOf this a little less than four-fifths 18 in British India. and a 
little more than one· fifth In the N ati ve Sto.tes. 

~ir A. J. BalDes pomts out (m an arliole in the Jou7"llOl of the 
Ropl BftUuttcal Sooiet1l, Deoemoor, 1004), that, In the case of 
India, .. the mean dehsf.ty figure 18 in Itself peculiarly devoid of 
tligDlfil&DC6. " 
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soil, the configuration of the surface, and the 
state of CIvilIsatIOn. As a rule, the popnlatlO11 is 
the densest in those parb; lU wlnch there is an 
abundant supply of water, eIther natural or artlfieial; 
but there are exceptlOns. The greatest den<llty' is 
to be found lD the delta of Bengal, whICh haA an 
average popUlation of 552 to the square nnle, and 
the next <1enRest tract IS the UllugetlC plam of tlw 
Umted J>rovlDceR. The demnf,y IS ~pe lowest 1ll 

Upper Burma, the North-western FrontIer l'rovlllce,; 
and Baluc\1l8t<1n. Between these extremes there IS 

every shade or variety 
The }Jeople "for the most llart hve III VIllageR. In Population 

ma.mly 
England I Illore ihall half tiw people hve III towns rural. 

of ;WCl :W,OOO each, in lll< JIlL 0\] ly one-twentieth. 2 

There aT!' oIlly 29 towns wItb a poplliation of over Towns rom-

1 t I f h I'a.ratlve.\y 100,000. 'lIe Hum ler 0 tOWllS cae eontmnlD~ few. 

populatIOlls varymg from 5000 to 990,000 is ~2U. 
But the number of vIllagoR iH no kHS than 730,000. 
The reason for tlus IS to he found In the faet that. 
the people ale III the main agrwlIltmal Though 
the rural people Illay be less progreSSIve m their 
thoughts, Ideas, {tnd 1mblts than the town people, 
there IS no all~nlB.\ll· ~etwf'en hfe In towns and 
that m VIllages. There was It time when the urban 
population wa much larger and, t~~ soci~l impot
tunce of the towns greater. WIth the Jeeay of the 
industrIes, the towns sank IIi importance, amI there 

I The proportion of urban populatIOn of Itng!lmd was 71 '3 per 
~t .• IIoIld t\a.t of tho lTllItea Stat,as 33·3 m 1901, (Board of 
Trade Yellow.book, 1911) , 

t In Bengal, only 2 per rent of the peop)IJ h ye III CltltlH 
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was a tendency for i'targer and larger proportion of 
the people to become ruraP Of recent years, how
ever, there bas become discernible a tendency work
ing in the opposite direction; and towns are once 
more beginning to take their proper place as cen tres of 
thought, culture, and iq.dustry in the hfe of the nation. 

The division of. the people into sexes is important 
from the economic standpomt, for a very large 
proportion of the female sex in IndIa can hardly be 
regarded as producers of wealth at all. The social 
customs prevent females, of the hlghel and middle 
classes in partICular, from partlClpa.tmg in the pro
duction of wealth, at least in a direct way. Taking 
the country as a whole, there is a shght excea8 of 
males over females. Among the hIgher classes, 
however, the female portion slightly ~n~~~ra~! 
over the male. 

i\.nother important fact about population is dis
tribution accordmg to age. The old and the very 
young are consumers of wealth, but not producers. 
Roughly speaking, the limit for aotive work may be 
put at the ages of 15 and 60. The number of persons 
between these limits are about 17 millions, 0.1' 55 per 
cent. of the populp.tion. If we deduct ·from this a 
large proportion of the females and the infirm and the 
sick persons, we get the total number of able-bodied 
persons who may participate in the productlon of 
weab.h, or, in other' words, who form the labour
supply of the OOUD¥'Y. 

The most important fact to be considered when 
, " . 

1 !'he late Mr. JlUltioe M. G. Ranade bitterly 1IOII'l~ J~ hiI 
--.,. ADd 8peeoh811 of thitI progreaive rurali1Ja.tlon of • pPOple. 
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dealing with the human element in production is 
the health of the people. The efficiency of la.bour 
is greatly impaIred by the general ill-health of 
the people m most parts of the country. This is 
due to unfavourable climatic condItions, msuffiClent 
nutntlOn, the want of pure water, insamtary Sut
roundmgs, artifiClal modes of livIng, and unhealthy 
sOClal customs. All these factors render the body 
weak and less ahle to reSIst dIsease. To these 
must be added the epulemics wlncli sweep over 
the country every now and then, sometImes causing 
great havoc and devastatlOn. 

So much about what may be called the status Dynainica of 

of the population. But~ the movement of the popuiaiioL 

populatlOll IS also very Important. Changes are 
affected by three factors. bIrth, death, and migra-
tion. We shall hriefly notICe each of them. 

BIrth depends on marnage and fec1!nru.t.y. • In 
IndIa, marriage may oe saId to be almost universa.l. 
Roughly speakmg, we lDay say that relIgion and 
SOCIal CU/ltotns favour the niarriage almost of every 
person before the age of puberty is reached. Con
sequently, the hypothesis of Malthus that martiages 
increase with prosperity and decrease WIth adversity 
does not hold good in India. As a ma.tter of fact, 
iJppJ:.Cl¥ident marriages are more frequent among the 
lower than aIUong the higher classes. The propor-
tion of celibates is much lower in India. th&ll in lIarr~ 
Ellrope and .Alnerica. On the other hand, custom 
forbids the n:wu:riage {)f wi~ows among the Hindus; 
an.~ lnoreover.JlB' there is a gre,.t disparity in the 
agea Pl, ,the b.~d and the Wife, we find a bigher 
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proportion of widows here than in European and 
American countries. The proportlOll of widowers 
also is a httlc Ingher. The fecundity of marnage 
among the poorer classes is greater than among the 
Imddle and hIgher classes, and also among the 
Mahomedans than among the Hmtlus. Thi.s 18 dne 
perhaps to the absence of prudential conSl(leratlOns 

BIrth-rate. The average crude lJirth-late III Imha durmg the 
last ten years was 38 5 per thousand of the popu
lation No reliable figures can he obtmned of the 
refined buth-rate, that is to say, of the ImLllH 
compared with the lHllnber of women bf child
ucarmg age But It lIlay he BaHl in a general way 
that women hcgm to Lear children at an early age 
and also cease very early 

Death.rate. The increase or decrease of poplllatlOll depends 
not only upou the lnrth-rate hut upon t.}w death
rate, In 111dl/l" the death-rate IS almol'mally high, 
as compared With the de/l,th-ratc in other clvlhsed 
countries. During the years 1899-1908 tbe average 
death-rate was 31'0 per thousand. In the modern 
civilised commumties, the normal death-rate vanes 
from 17 to 21 per thousand. ThiS high rate of 
mortality III India is due to several causes,-fl1mines, 
epIdemic diseases, want of proper 'food and good 
drinkmg water, insanitary conditIOns, and the im
paired vitahty eaused by early tnarria~e. In bp.d 
s~sons the population usually decreases; while in 

"good seasons there is an incrt!ase of popula.tion, this 
being due not 80 much to increased birth-rate as 
to the diminution in mortality. The mortality in 
towns is a. little, higher than in the country; 
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probably because of the greater congestjQn In the 
former 

MIgratIOn iB another factor whlCh affects the Mlgrlltion

number of the population MigratIOn IS of two 
kmds lUtemal and external. Internal migration, lnte1"IlAl. 

I 
agam, may be eIther from place to placfil or from 
occupatIOn to occupatIOn MovemeIlt of the people 
from one province or distrIct to another, goes on 
contmually. :For mstance, the factory hamls III 

the Calcutta nnlls are all drawn from up-country. 
Uut even Bueh movement IS rarely, If ever, practised 
on a lalge, scale The conservatIve habits of the 
people. theIr love of home, their poverty, theIr laek 
of knowledge of the labour condItIOns 1lI other parts, 
all tend to keep them tred to their natIVe VIllages. 
Oue Important exceptlOll, during IOCCllt years, has 
been the lIllgratIOll of a large llumbpr of people to 
the Canal Colollles 1Il the PunJab. 

The caste systelll an<l Hocml uustOlllS used III days 
of old to prevent absolutely the movement of labour 
from occupatIOn to occupation. The llltluence of 
caste and of customs is, however, growmg less every 
day, and restnctlOn8 are gradually passing away, but 
even now the movement IS very far from bemg free. 

External mIgratIOn may take the form eIther 
of emigration or of ImmIgratIOn. The former may 
serve as an outlet for the surplus populatIOn of the 

from 
oocupattoD 
to 
occupatIOn, 

country ;.., but the total actual number of emigrants eml~n. 
from India is so small· that, for praotiQal pur-' 
poses, they may be neglected. 1 The number of 

1 The preaent tendency of emigrl\don is to fall m lIumber. III 
19OG-1 the totaJ number of emigrants was 26,508; but III 1908-9 
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permanent immigrants into the country is exceed
ingly small. 

In t'he course of the last ten years the popula
tion of India has increased from 2~4 millions to 
315 millions. 'The rate of increase has been a little 
over 7 per thousand per year. Now the question 
arises whether the population is increasing too fast. 
There are some thmkers who are alarmed at the 
rate of increase, and who beheve that the pressure 
of population on the means of subslBtence will soon 
produce greatrmisery in the country. As a matter 
of fact, however. the population is not increasing as 
rapJdly as mother civlitsed countnes.1 Moreover, as 
Prof. SelIgman pomts out, the problem of populatIOn 
is not one of mere size, but of efficient pro<IuctIOn 
and equitable distnbutwn. The real antithesis is not 
between population and food, but between popula
ticm and wealth. If popUlation increl\8eB, while the 
production of wealth remains stationary, greater 
misery wIll undoubtedly be the consequence. But 
if, on the other hand, wealth and productive. effi
ciency are increased simultaneously with the increase 
of population, the country will be able to support 
a much larger population than it does at present. 
This is the view also held by Mr. E. A. Gait, 

it was rather 16118 than 12,000. These eDligranta IJIIIIIll)' go to 
the BntlBh coloDies (MauritlWl, Natal, Britllh GuiaDf., Brilliah 
West Indies, Fljl, etc.), and to Dutch Guiana &8 _rwk0led 
laboul'8l'8 (8tv&tical,.A.b3t'I'GCt for British India, p. 297). 

1 The rate of incre&86 in England and Walea wu 12'17 per 
oent. eWing 1891.1901, and 10-91 per oent. dnriDg 1901-11. In 
India tke rate of iooreue during t89I-UIOI was oaly 9" per 
oent. ' 
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one of the editors of the Imperial GltUtteer of India,1 
who says, "Apart from the non-agrIcultural forms 
of employment whlCh are rapidly growmg in 
importance, It seems certain that, even in the most 
crowded tracts, more scientific farmmg would 
greatly mcrease the present produce of the soil. 
There are, besides, marly parts, t.g Burma, where, 
even under present condItlOns, ample scope remains 
for expansion, and many others, such as Western 
Rajputana, where, wlth the aid of irrigation, crops 
mlght be grown on what is now a sandy desert." 

1 VIde Im;pertal Gazetteer of Indaa. 



CHAPTER IV 

SPECIAL ~ATURES OF INDIAN SOCIETY 

V 1. THE CASTE-SYSTEM 

THE most striking feature in the structure of Hindu 
society is what IS known as the caste-system. It is 
a very ancient institutIOn, but when a.nd how it 
first a.ppeared it is impossIble to say with any 
degree of certainty 

Origin. We find lt vaguely a.UnJed to in a few passages 
,vf the Vedas, and rec6gnised in Manu's code, in the 
great Epics, and III the Pnranas. In the Bhagavat 
Gita, Sreekrishna., the mcarnation of the Deity, S&ys, 
.. I have created the four cRstes aCcording to the 

l ) qualities and occupations of their respective 
~ members." This seems to be the correct view of 

the origin of the system.1 

1.M. Seoart was perbap8 right in saying, "Caate 1& the Donna! 
development of a.nClent Aryan institutiom, which &88UU1ed this 
form in the struggle to ad&pt themselves to the oooditIona with 
whiob they came mto contlwt in India." It a.ppea.rs quite 
probI.b1e that, being surrounded on al1mdeaby hostile abariain_, 
• AryUlS found it n_ry t;o eet .~ the hardiut portion 
of the population for the exolu.alve 00CJli\Ia.t\0III of ,..... aad 
rv~t.. ThUll perbape .... f01'lQed the s.u...~ ~, 
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The essential feature of the system is that Essential 

f feature. " birth detei"mmes irrevocably the whole course 0 a 
man's socia.l and ~ relatIOns, and he must 
through life eat, drInk, dress, marry, and gIve in 
marriage in accordance WIth the usages pf the 
commumty mto whICh he was born. " 1 

Mahomerlalllsm, III its pure form, mculcates Cute tenden· 

equality among all followers of the relIgion and IS )~:8h~:~~ .. 
opposed to the system of a lllerarchy of caste'>. 
But in India the contagion has spread to the 
Mahomedans, among whom caste tendenCles are 

Then, as engagement m warfare was found mcompatlhle WIth 
the performanee of I'('hgIOUB Cerem0I1)('~ and the acquIsItIOn of 
lcarmng and the Impartmg of education, the most mtellectual 
and selfleBS among the people formed themsell'es IIlto a separate 
olass. Thit(ily, AS tho Importanoo of agrl('wt;ure, mdustry, and 
trade W8.8 realised more and mort· WIth the growth of clvlitRatlOn, 
a third ol8.8S began to devotl1 tht'lr energHls exclUSively to thoee 
oecupatlOns; and Ill.8tly, the 1~8s cultwed among t.he Aryan\, 
together WIth the conquered tnbes, formed the Sudra caste. 
In oourse of tIme, suixhVl810ns of these ongInal castes were 
made, a.nd IIJ&ny new oncs oame Into eXistence In the e&rilcr 
stages of na.t1onll.l dllvelopment, aR M Sonart pOInts ouL, the 
pnnolplea underlying the sooial structure of the Greeks and the 
Romans wel'El tho same lUI those of the Hmdus. In India, 
however, the dlstmctlOns became rigId a.nd stereotyped; m 
Europe, 80clety was soon able to throw off the shaokleg, 

A cute is defined in the lmpenal Gautt~r of bulla as "a 
oollectIon of families or groups of fa.mllies, be&rmg a oommon 
nll.me whloh usually denotea, or IS a.ssoClated With, a Bpecllio 
()(l()upat,lon ; c1a.iming common deEKlCDt from a mythloa.l a.noestor, 
hUman or dlvill&; preferriug to follow the same (',alling; and 
regarded by those who a.re oompetent to give an oplBlon a.s 
forming a lingle hobiogenoou8 community. " How far this 
deiinition is correot it ill not our busm&as to dillCu!18 here. 

1 Viele 1~ Goatuu,r ~f T'IIIIMJ. 
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visible In some places, the social distinctions 
have ~me quite marked and well-defined. 

TM caste-system has .undoubtedly many bad 
features, but' it has some good points also which 
are not often appreciated by careless observers. 1 

Whether good or bad, changed conditlons have led 
to a modIfication of the system. Occupation 18 not 
now necessarIly the indication of a man's caste. 
Members of different castes are now-a-days to be 
found in almost every occupation Caste rules 
have now -become less rigul than before, and the 
modern tendency is to ehmmate from the system 
features which are unsuited to the economIC organ
JBation of modern society. 

The chief economic SIgnificance of the system is 
that it fixes absolutely the supply of any kind of 
labour. The scope gIven for tpe play of competition 
tlius becomes lImited, and consequently the law of 
demand and flUpply is rendered either inoperatIve 
or oppressIve in its opcration. When there takes 
place any change in the economic world, labour is 
unable to adJusb }tself to the altered circumstances 
~d suffers in consequence, sometimes very heavily. 
Wages and prices have very often to be regula.ted 
l1y custom or some other artificial mea.ns. Further, 
the institntion of caste is Ill-suited to la.rge-scale 
production, in which minute subdivision of labour 
is essential, and which reqnires the 'supply of any 

\ The O8oIlte-system baa undoubtedly oonduoed t6 tile IIt6bility 
of Hind", SCXlJoty. &bd it would be absurd to reprd it ... relic of 
unoivilieed 'Ames. In the west the lOOial di8t~iQD.I are hued .. 
wea.lth I it& IDdia they depended upon the ~OQ of .... 
Jeeitlu,l lad epiritual ~jtieL 
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dnd of labour to immediately respond to the 
lemand for it. The system, moreover, has its 
nfluence on the character of the indiv\uual. 
Where b1rtb determines the whole course of a 
nan's occupation, his capaClt1es lllay not be put to Capacitletl not 

put to the '-t 
;he best use, and each professlOn may have to llBe 

~olerate many persons who are mcompetent or 
lIseless in that particular prOfeS'3lOn, but who may 
perhaps do better m some other. 

Thus there results a great economlC loss. But, 
on the other hand, much economic advantage ensues 
from the fact that every man lDherlts a certain Inherited alall. 

amount of skill from his parents and unconscIOusly 
1mblbes much of the technical knowledge from the 

" . atmosphere of the partlCular professlOn III whlch he 
is brought up. Another great merit of the system 
1S that, by lllmting the influence of competition, it Caste the pro-I? I 

tector of the 
stands forth as the protector of the weak. Every- weak. 

one finds a place in the economic organisation-no 
one is absolutely helpless. 

Whether the merits of the system are greater 
than Its defects is a questIOIl very dIfficult to 
answer. But the prevailmg opinlOll seeJIls to be &lanoe of 

that the advaJltages are far outweIghed by the dis~ 'def:,~~nd 
advantages. 

An imPQrtant institution connected with the 
caste-system W88 the caste-guild of ancient times. The _te
Each caste was, to some extent, also a trade-guild. pild. 

As 8. trade-union it used to insist on the proper Ita fuactiOBl. 

training of the youth of ita cra!t, to regulate wages, 
to ~ w~ ,~de deljp,9'iFts. and to supply courts 
et'aNtre.tion for the tettlement of disputes. 
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visible. In some places, the social distmctions 
have ~come quite marked and well-defined. 

The caste-system has undoubtedly many bad 
features, but it has some good points also which 
are not often appreciated by careless observers 1 

Whether good or ba.d, changed condItions have led 
to a modificatIOn of the system. Occupation is not 
now necessarIly the indication of a man's caste. 
Members of dIfferent castes are now-a-days to be 
found lD almost every occupatlOn. Caste rules 
have now" become less rIgid than before, and the 
modern tendency is to ehmmate from the system 
features which are unsuited to the economic organ
isation of modern society. 

The chief economic significance of the system is 
that it fixes absolutely the supply of any kind of 
labour. The scope given for tpe play of competition 
tlius becomes limited, and consequently the law of 
demand and fmpply IS rendered either Inoperative 
or oppressive in its operation. When there takes 
place any change m the economic world, labour is 
unable to adjust ,Itself to the altered circumstances 
iknd suffers in consequence, sometimes very heavily. 
Wages and pnces have very often to be regulated" 
by custom or some other artificial means. Further, 
the institution of oaste is ill-suited to la.rge-sca.le 
production, in which minute subdivision of labour 
is essential, and which requires the supply of any 

1"The oaeteo 8ystem hu undoubtedly aonduoed. t6 the ~ility 
of Hind" lIOOiety. and ii would be absurd to regard it .. a re1to of 
1lIICivihsed mmea. III the weat,fho,800ial diatlnotJOD.8 are~, GIl 
wealth; b1 Indi& they depended upon the ~ 4f WeI.. 
leoeQl and spiritual cpaalitiell. 
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kind of labour to Immediately respond to the 
demand for it. The system, moreover, has its 
influence on the character of the indivld.Ual. 
Where bIrth determmes the whole course of a 
man's occupatIOn, his capacltles may not be put to Capaeb\es Dot 

pu t to the bait 
the best use, and each profeSSIOn may have to use. 

tolerate many persons who are lllcompetent or 
useless lD that partlCular profession, but who may 
perhaps do better m SOlllB other. 

Thus there results a great economic loss. But, 
on the other hand, much economlC advantage ensues 
from the fact that every man inherits a certam Inherltedaldll. 

amount of skill from hls parents and unconSCIOusly 
imblbes much of the techmcal knowledge from the 

• atmosphere of the particular profeSSIOn in whlCh he 
is brought up Another great lUent of the system 
IS that, by hmiting the mfluence of competition, it Caste the pro'i 

tectar of the 
stands forth as the protector of the weak. Evel:Y- weak. 

one finds a place III the econollllC orgalllsatIOn-no 
one is absolutely helpless. 

Whether the merits of the system are greater 
than its defects is a questIOn very dIfficult to 
answer. But the prevalling opinion seelDs to ~ BlIlanoe of 

that the advaptages are far outweighed by the dis- 'defeo~~nd 
advantages. 

An important institution connected with the 
ca.ste~system was the caste-guild of ancient times. The 0II8te

Each C8.!f;e,"W&$, to some extent, also a trade-guild. Kl1dd. 

:As a t~e-union it used to insist on the proper Ia flU\ctjOllJ, 

ttoai~ of Pbe youtb of its craft, to regulate wages, 
~'~l~t~ ptade del,in9uWili, and to supply courts 
fit ~Uon for the iettlement of disputes. 
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Its chIef ob,Jects were to regulate competition 
among Its own members, and to uphold the mtereats 
of the body in ita dIsputes with other craftsmen. 
The deciSIOns of the g11lld were enforced by social 
penalties or fines. The g11lld encouraged efficiency 
hy means of rewards ailIl discouraged meffic!ency by 
social dIsfavour It also exerCIsed the functions of 
a mutual assurance society, and by finding employ
ment for the unemployed and helpmg the poor and 
the needy, the guild-system aVOIded the neceSSIty of 
a poor-law. 

The caste-gUIlds of Indm were, in many respects, 
sirnllar to the glUlds of mediaeval Europe, but 
there were many pomts of dIfference These latter 
were not endogamous, and there was no bar to the . 
admiSSIOn mto the Clrcle of outsiders who had learnt 
the business. The common occupatIOn was a. real 
tltl and a source of strength, not a symbol of dis
union in the different parts of society as in the 
case of the Hrndu guilds. Lastly, the European 
guIlds might expand and develop, while the Ipdian 
system was rigid and stereotyped 

There was a time when these caste-guilds were of 
the greatest economic importance. By their excel
lent organisatIOn they largely promoted the produc
tion of weal tho The famous fabrics of rural India 
were developed under the supervision of these guilds. 
Caste-guilds 88 such are now to be met with only in 
8 few pla.ceS in IndIa,! and even where they exist 
they do not "exercise a.nything like their old influ
ence. But there. are trade- or craft-guilds in W08t 

1 The highly-developed guild-.yatem at Ahmedabad etiD esi8t& 
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every part of India, the objects of which are similar 
to those of the craft-gUIlds of old, but WhICh are 
rarely strong enough to perform their duties in a 
proper manner. The membership IS not necessarily 
confined to one caste. The bond of mllon IS not 
half so strong, and they lack the umty of sentlIDent 
and effiClency of orgallisatlOJl w hlOh ensure the 
success of the trades-Uluons of mo(lern Europe and 
Amenca. 

The Mahomedans of IlHha also have their trade
guilds, which are orgalllserl on prmClples silmlal to 
those of the Hmdus. But the democratlO orgamsa
tIon of Mahomedall Rocwty prevents these gmlds 
from heing stereotyped 111 to casteH. 1 n some trades 
the guilds are well urganiscd, and ale Htrong enough 
to Wield consHlerable mfiuence over the members. 

2 THE .JOINT-FAMILY. 

In India, the unit of society 1S not the mdividual 
but the family. Amollg the Hindus thiS family 
lllcludes not only the husband, the wae, and the 
children, but many more members besuies. The 
essential feature of the system IS that the consump
tion of goods is common, and every member of a 
family sna.res in the prosperity or adverSity of every 
othl'lr me,.-nOOr. 

Tbe R~nd':l. law of property iI3 esst!utial1y different 
from the laws which regula14e property in the west. 
In Europe and America ownership, as a rulfl, is 
single, independent, and unr~stri('ted. In .India 
corporate p.roperty is the rule, and absolute 

Mo.homeda.n 
gwlds. 

FamIly the 
Unit of _let,' 

Con.umptioD 
1D common. 
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unrestricted ownership is found only in a. few parts 
of the country and m rare instances in the rest. 
The law in this respect, is based on the joint-family 
system, whioh was, and to some extent still IS, the 
backbone of Hindu somety.l 

Origmally, every Hmclu family, and all its pro
perty, was not only joint but mdivlslble.2 Now it 
has ceased to be so, but so long as partition does 
not take place, jointnesB is presumed, and every 
member has the nght of enjoyment to the famIly 
property. The system IS organised on the prinClple 
of subordmation of all members to the head-not on 
co-ordmatlOn or equality of all members. 

There IS a great deal of divergenc~ in the 
doctrines of the varIOUS schools of Hindu law. 
The Mitakshara school, which governs the greater 
part qf Hindu society outside Bengal, is more 
rig<)rous in Its regard for the secunty of the joint
family than the Dayabhaga school, which governs 
Bt'ngal proper. Accordlllg to the former, ancestral 
property iR ownen and enjoyed by the members of a 
family as a whole, the share of each remaining 
unascertained until and unless there is a regular 
partition. The person who is the head of the 
family for the time being is only the manager, and 
has no right to sell or dispos& of it in 8:111 way, 
e.mept for the benefit of the family or for legal 
Jlooessity. Dayabbaga., however,gives greater powetS 
to the head of the family, and, accordm,g to recent 
decisions, he is considered as the abeolut;e owner of 
the pro~, baving fun rights of di8pO£l&l over it. 

t Mayne, HiNlu Law, p. 28iJ. .Ibid. p." ' 
( 
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As for self-acquired property, both the schools give 
the owner full rights to it. 

This system has existed in India for ages, but is 
now in a state of decay. It IS regarded Jl.S a blessing 
by some thinkers and as a curse by others. Looked 
at from an economw standpoint, It appears to have 
ments as well as defects. The chief merit lies in 
the fact that almost everyone can' be sure of a 
bare suhslstence, wInch IS the first conditIOn of 
economic advancement. ChIldren are not liable to 
be cast adnft into the world at a tune when their 
physicaC"aiia" mental capabilIties are as yet un
developed. They reCel-ve a start which is a great 
advantage to them in thell' race of lIfe Tht' aged, 
the weak, and the lllfirlll are alHo taken C:l.re of, and 
may be made useful members of SOCIety. 

But, 011 the other hand, It should be noted that 
when the means of subsistence are secured without 
any effort 011 a man's own part, he loses the great 
incentive to work, and IS apt to become lazy and 
dependent on others. Self-relIance-the great virtue 
without whICh no economIC progress IS posslble
is thus discouraged. Economic freedom, WhICh is 
such an Important matter in the productlJn of 
wealth, is also curtailed. Moreover, the burden of 
a large fa.mily makes a man afraid of undel taking 
riske and unwilling to launch on new ventures. He 
is thus in a manner.,prevented from making the best 
USe of his capacities. 

Sometimes not only consumption but also pro
duction is found to be in common. Every member 
oontribu~ by hie labour to the production of the 

MerIts of the 
JOint-famIly 
system 

Defeat .. 
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productiQQ. ill 
common. 



Mabomedan 
.),stem. 

Su~on: 

INDIAN EOONOMIOS 

fa.mily wea.lth. In such cases, the members of the 
joint-family are like the members of a communistic 
or co-operatIve society, and the advantages of the 
joint system are secured without some of Its usually 
attendant evIls. The situation is reversed in in
stances m whICh only a few work and the rest 
depend on them. 

The economic gain is in some cases greater, and 
m others less, than the loss. The system IS helieved 
by some 1,0 be a rehc of the old patrIarchal form 
of famIly governmenL, and IS now steadIly losmg 
ground. 

The Mahomeualls also generally hve under the 
.Joint-famlly system, but among them there is no 
presumption of Jomtness The bond of umon, m 
fact, is not so cornpleLe as among the Hindus, and, 
consequently, the system IS far less rigid The 
Mahomedan law gIves the owner of the property 
for the time bemg absolute dominion over it, 
whether such property be self-acquired or ancestral 
He can dIspose of it m any way he hkes, provided 
that operatIOn is given to the transactIOn during his 
hfetime. It is only in respect of d18positions by 
will that the donor's power 18 lImited by the right.s 

'of his heirs . .,. 

3. THE LA.wS OF SUCCESSION 

There is no such thing as Buocession, properly BO

called, in a.n undivided Hindu family governed by 
the Mitakshara law. The whole body of such a 
family C~D8titutes a 80rt of corporation, ed, on the 
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death of any member, the property devolves on the 
remaming members by survivorslllp and not by 
sllcceSSIOn. SuccessIOIl takes place only when pro
perty IS separate. Under the Dayabhaga law, 
however, succession takes place even to the joint 
property. The whole of the property pas$es to the 
male chIldren when there ale any. If there be no 
male children, it passes to the next of km 

Under the Mabomedan law, the property is among 

dlvHled, on the demise of Its oWller, alllong a larger Mahomedans. 

number of helrs, many of the near relatlOns obtain-
ll1g shares even when there are male lSfme 

The law of \Ill!!!9g~lliture does not eX1st in India No prlmogtlni

except m the caso of ruhng chIefs or m a few turtl. 

families where there IS a specIal cuStolll to that 
effect. Thus aecordmg to the Hmdu as well as the 
Mahomedan law of inheritance, ploperty, whether 
real or personal, is dlvHled among a numbe); of DIvision of 

persons. The result of sllch diViSlOn is that It f:sold~gea. 
prevents the accumulation of wealth m a few hands 
and enables a considerable number of persons to 
enjoy moderate wealth It Il11I1lllllSeS the dIstance 
between the high and the low, and fosters a large 
middle class. Such a system IS adnurably suited 
in one respect to the industrial progress of a country, 
for it gives to a considerable part of the people 
sOll}.ething to start buelDess with; but this amount 
not being large eno~h to live upon, mtlst people 
are driven to work in order to be able to live lD the 
standard of comfort proper to theu social status. 
It fosters the growat of aelf-l'Ospect and the habits 
of self.help and sell-reliance among a lame class of 
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disadvantage&. people. On the other hand, it hinders large-scale 
production for want of a concentration of capital; 
and in a country where the Joint-Stock and the 
Limited LIability Company systems are rare, it 
'tends to arrest mdustrial progress 

BlrOharles 
Hetoalfe'. 
new. 

4. THE VILLAGE SYSTEM 

As we have alrflady seen, the great borly of the 
people of India is rural. I t is so, not because 
the people do not know the art of buildmg towns, 
but because the occupatlOn of agriculture makes 
it necessary for the people to hve in vIllages. 

From thfl very earliest tImes, the village has 
always been the unit of adimmstratlOn in India. 
Here, as ill all other countnes of old, the people 
gathered together m villages for better protectlOn 
and mutual assistance. The peculiarIty of India, 
however, Jfes in the fact that a system of village 
communities prevailed here which lasted for many 
thousand years. Sir Charles Metcalfe gives an I 
excellent descrIption of these orgamBailOnS, from 
which the following lines are worth quoting: "The 
village COmmumties are little repubhcs, having 
nearly everythmg they can want Within themselvf'.s, 
,&od almost independent of foreign relatlOns. They 
seem to last where nothing else lasts. Dynasty 
after dynasty tumbles down; revolutIOn succeeds to 
revolution; Hindu, Pathan, Mogul, Mahratta, Sikh, 
English, are all masters in turn, but the village 
oommunity remains the same." 1 

1 Sir Charles Metcalfe OOIltinaee: "Thu! union of the village 
oommtait1es, each ODe forllllng a lepar&te little lltate' iu ilitlelf, 
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Although the system of village communities is 
now in a state of decay, It has not yet been entirely 
overthrown. It stIll exists in a state of greater 
or less completeness III many parts of India, especi-
ally in the Punjab and Madras. These villages are The VIllage. 

walled Ill, and the people lIve wIthin them as 
compact groups. Each village has its arable land 
and grazmg field Just outsIde the hmits of the 
inhabIted area ThIs land, together wIth the dwell
mg-houses, is techmcally known as the village. Its 
COIlstItution and ownership may change, but the 
VIllage Itself as a local feature always remains the 
same. 

The original cause of the foundatIOn of village OriglD. 

communities is to be found in the co-operatIon of a 
number of persons for clearing the Jungle and for 
defence against wild ammals and neighbouring 
enemies. But the bonds whIch hold together .the The bond. 

VIllage landholders are not merely physical but social 
and economic. 

There are two kinds of villages-the Raiyatwari Two kinds: 

and the Landlord- or Jomt-village.1 In the first, RalY.twari, 

the Vlllage contains a number of cultivating 
holders who usually till the land themselves, but 
sometimes employ tenants. These holdings ~ 
separa.te units-they are not shares of a whole 
belongil'lg to them all. The several holders a.re 
hlloll, I oonoeive, contributed more than any other cause to the 
preserva.t.ivn of the people of India, through all tho revolutloD8 
and ohanges whloh they have suffered, and IS m a hIgh degree 
conduoive to their happiness, and to the enjoyment of a great 
portion of freedom IUld mdependenoe." 

J ~ ~.P~ell, Land, Sgttmw of Bntiah Indta. 
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distinct in interest, and tho only bonds which unite 
them are localIty, com~on sUbjectIOn to the head
man, and common services of the village artisans 
and menials This form of village IS umversal in 
Madras, Bombay, Oentral India, and Berar, it also 
onginally existed 1D the Central Provinces and 
"Bengal. 

In the landlord-village the holdings of the 
cultIvating landholders are not separate umts, they 
are parts of the entire area of the vIllage which IS 
owned by an incllvIQual or a famIly having the 
claIm to be superIor to the cuitivatmg landholders. 
The proprietary body 1 IS of common descent, and 
may consist of a large numLer of co-sharflrs. This 
co-sharing body rarely cultIvates the land itself; 
more often, the land IS cultlvated by a subordmate 
body of tenants who pay rent to the landlord (or 
body of landlords). 

There are three principles accordmg to whlCh 
land IS divlded among the co-sharers: (a) The 
ancestral or faTUlIy-sharc system (known as the 
pattida1''/, system), by whlCh each member of the 
co-sharing body takes the fractIOn of the whole 
which his place 1D the family , tree' or genealogical 
table pomts out, (b) special customary system (If 
sharing, • e.g., shl:l.ring III equal artificiaJ. lots (called 
the bkaiachara system), sharing by ploughs, or with 
reference to shares in water, or shares in wells; and 

I Sir Henry Mame thmka that property in land, IWI it is under
stood 10 Europe, 18 8. comparatively modem institution, but 
Baden-Powell, a great authOrIty OD the subject, oontellta tbis 
view (Vide Baden·Powell, Indt4n Village-Oommtmity). 
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(c) the system of de facto holdings, Ly which what 
each now holds is regarded as the measure of his 
interest The landlord-vIllage system prevails m 
the United Provlllces of Agra and Outih, the 
PunJab, and the North-western Frontier Province. 

Landlord-VIllages owe thelr origm to ,one of 
three prinmpal sources. FIrst, they may have been 
founded by single persons or grantees or revenue 
farmers; or they may have been founded by the 
dIsmemberment of the liouscs of rulIng chIefs, or 
thIrdly, they may have been created by trIbal 
groups or colOnIst associatIOns, as for Instance, the 
Jats and the RaJputs 

In each of the HaIyatwUrI vlllagps there IS an 
offiCIal headman (called patel, mandai, 01' reddt). 
HIs office has always been regarded as of great 
importance. He often exerCIses petty Illagultcnal 
powers, and also deCIdes petty SlUts mther as aJ1 

arbitrator or as a civil judge He also performs 
vanous duties of a general character, concerning the 
well-being of the v1l1age. But he has 110 rpsponsi
bility for the revenue, except that of Ius own hold
ing. He holds a heredltary poSItIOn, antI IS re
munerated by the grant of a plot of land In the 
landlord-VIllages the busllles8 of the village is 
enttusted to a punchayet or counml of VIllage 
heads, the leading man among them bemg selected 
as the representative of the body and the headman. 
He is ca.lled the lumbardar, and is directly respon
sible for the revenue of the village.) 

Another officer of the VIllage is the patu-aTt or 
1 There may be more than one lumbarda,. in .. Vllla.ge. 

Sources 

VllIageoffioera. 
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accountant. He is entrusted with many important 
dutles. He has to keep the village accounts of 
revenue payments by the proprletors or c9-sharers, 
and outstandmg balances, of rent payments by 
tenants, and of Items ch&rgeable to the common 
expenditure of the vIllage He has to produce and 
keep Lho VIllage maps, field-regIsters, and other 
records of landed rights, shares, and interests. He 
fills up the statIstIcal returns of the crops sown and 
harvested, the number of cattle, and such other 
things. He has to take note of all cha.nges that 
occur in the ownershlp of land. Lastly, he has to 
report at once to the tahsIl any WlUsual occurrence 
in the vllla.ge. BesIdes these officers, there is a 
watchman or chowkular in each village, and, m some 
cases, one or two more officers. 

Each village constltutes an industrial unit, of 
which the chief feature is its self-snfficiency.l It is, 
to a large ei:tent, independent of relatioDs with the 
outside world, so far as its internal economy is con
cerned, for withm its own boundaries the village 
possesses all the factors which are requisite for the 
supply of its few wants. The great bulk of the 
people is agricultural The cultivators take lease of 
small plots of the village land either dlrectly from 
government or from It la.ndlord (or a. body of Joint
landlords), to whom they pay rent. They work the 
land themselves with the aid of their family mem
bers and sometimes also of hired servants. They 
8upply the small capital from their own savings or 

1 YiIU Sir T. Mo~, Induatrial OrgtJfuMUicm 0/ (1ft 1'-" 
P~. 
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borrow from the village landlord or the money
lender. '. They are also themselves the managers, 
organisers, and experts of their petty farms, and 
they carry their produce to the market-whlCh is 
held once or tWlCe m the week-to exch~nge lt for 
other commodIties. 

Be!>Ides the two classes of laurllonls and cnltiva- CIa.s8e!! In the 
tors, there is a Hurd class of lllhaintants m the village. 

vIllage composed of the artisanR The weaver, the 
blacksmIth, the Ollman, and the Jeweller supply 
the needs of the small SUCiety, and are recogmsed 
members of the vIllage commulIlty. The petty 
shopkeeper performs the Important function of 
exchangmg the dIfferent plOducts The money-

. lender-who also mmally cornollles other functIOns, 
especially that of a wholesale gram merchant--Is, 
by vIrtue of IllS positlon, II very important member. 

The serVICes of the artIsans, etc, a~e veIY of~n 
paid for in kmd In the vIllage e<,:oTlomy there is 
very lIttle c9mpetitiou l wIth the outRIde world, 
though withm the vIllage the motIve of self-mterest 
prompts everybody to find the best advantage for 
hnnself. Wages and profits are, to a la.rge extent, 
governed by custom and are comparatively fixed and 

The place of 
competition in 
.Illage 
economy_ 

inelastic. DiVIsion of labour IS carrIed to some DiviBion of 

extent, but as division depends on the extent of the labour. 

market it cannot be earned very far. Labour is 
Immobile: a.nd what little capital there is in the 

Immobility of 
labour. 
Want of 
capital. vill~ is locked up in the land. 

lSlr Henry M&ine aa.ye, .. CompctitlOn, that prodigious 8001&1 
foroe, of whioh the r.ctlon is me&8ured by pohtlo&l economy. is of 
relatively modem origin" (Ytde M.ine. Village O_"nitiu). 

l> 



Sense of UDI ty. 

LIfe in the 
village, 

ohuginl-

50 INDIAN ECONOMICS 

The dIfferent classes in the village are conscious 
of the fact that each is dependent on the others, 
and that the interests of each class are bound up with 
those of the rest. Thus there grows up a strong 
sense of unit,y and ~ohdarity wInch helps to preserve 
the mtegnty of the vlll~ge 

The VIllager hvps It snnplp" and m years of good 
harvest, a contented lIfe. There is very httle 
wealth m the village, but the eVIls of capitahsm are 
also absent. The cultIvator or artisan knows httle 
of the comforts and lUXUrIes of urban hfe, and does 
not miss them He knows that there are things 
higher than those of tln~ world, and stnves to attam 
them in the way wInch Ins rehglOn and traditions 
point out to hUll. 

Such IS the VIllage system In its pure form. But 
to-day it is hardly to Le found m lts entuety in any 
part of IndIa. The economic condItions of the 
country are now undergomg It more or less complete 
transformation, and the VIllage Juust necessarily 

'" change to keep pace with the march of events. 
The impact uf western civllisatlOn 18 alao working a 
change in the Ideas and Ideals of the villager, and IS 
makmg it impossIble for hIm to retain his old sim
plicity of life. 

5. STATUS AND CUSTOM 

In India, every man is born into a. certain status 
in society a.nd family, and the whole course of lris 
life is determined by stich stapus. Custom W88, in 
the ancient days, the supreme regu1a.tor of bia $Ctions 
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and relations in life. The mfluence of custom is, 
however, growing less every day. In IndIa, as in 
every other progreSSIve country, the movement is 
{rom status 1 to contract. Yet even now it may be 
asserted of a maJollty of the IndIan people that 
theIr actIOns are governed .more often by ,custom 
than by free competitIOn Mr. M G Hanade says, 
"There IS neIther the deSIre nor the aptItude for 
free and unillnited competitIOn, except withm cer
tam predetermmed groups or grooves . Custom and 
state regulatIOns are fal more powelful than com
petltion, and status more deciSIve 1Il ItS influence 
than contract."2 The mfluence of custom, however, 
If! not necessarily harmful In many cases It IS 

. highly beneficml, for custom often stands forth as 
the protector of the weak agaiust the strong It 
fllflllshes an alternative pnnciple to that of unltmited 
competition, whICh, whIle It makes the stron'g 
stronger, has often a tendency to extmgUIsh the 
weak. On the ot-her hand, competItion helps "in 
bringing out the best m man and nature, while 
custom not unoften hmders the process. 

Under the Hindu as well as the Mahomedan 
administration, and, to a large extent, durmg the 
early days of the British rule, custom used to 
regulate rents Later, however, competition' tried 
to assert itself in the fullest measure. The govern
ment • then realised that the effect of unhmited 

1 Status mlly be defined as the position or standmg of 1\ m&ll as 
iletermined, not by hill own free WIll, but by Clrcumstanoes over 
whioh he has DO oontrol. Status IS. opposed to oontract. 

IVlde lIuafIB '" Ittdiian EconomICS, by the la.te Mr. Justice 
M.G.Ra.nade. 

Inlluence of 
custom 

on rent&, 



52 INDIAN ECONQMICS 

competition would be to injuriously affect the 
.interests of the masses of the. people and to entail 
great misery on them They, therefore, decided to 
confine the op"eration of competition wlthm reason
able limits; and the mam obJ~t of theLr rent 
legislation has been to secure to the tenants the 
rights conferred by custom Custom thus is still, 
to a ie.rge extent, the foundatlOn of rents in India. 
The Ricardian doctrine of rent has practically no 
applicatlOn here; and, consequently, the conclusion 
drawn from that doctrine, namely, that rent fOlms 

,no part of the price of agricultural produce, is also 
iJ)applica.ble to the case of IndIa. 

OD 1iIIrIgee, Oustom was the chief regulator of wages in Indla 
till the middle of the last century. Nowadays, 
however, th~y are governed more hy competition 
than by custom, but stIll they are not so elastic and 
responsive to changes of CllCUII1stances as in Europe' 
or America. The fluctuations m the rates of wages 
are slight,-the deVIations from the usual wage 
levels of any particniar localIty are always confined 
within narrow bmits. In the remote villages, custom 
is still the chief factor in determining wages. The 
economic theory that wages depend on rlema.nd and 
supply of labour 18 as true in India as elsewhere, but 
the law finds a very limited scope for its operation. 

OD priou. Prices used also at one time to be determined, to 
some extent, by ~stom. But nowadays they alnl08t 
alwa.ys depend entirely upon the relations between 
dema.nd and supply. It is only in the moat remote 
vil1agee that custom is now found to exercise tiDY 
oonsiderable inlluence on prices. 



CHAPTER V 

PRODUCTION 

1. GENERAL OBSERVATIONS 

OF the factors of production, natural resources are. Specual con-
of course, of primary Importance. IndIa, as we dJt:.iQns of 

have seen, is very rich iu this respect. There IS an 
abundance of fertIle land as well as of mineral 
resources. The productivity of land; however, land, 

depends on ram fall, WhICh is a very ullcertain factor 
in the SItuation Laud is splIt up mto mlllions -of 
small plots, which are held by a numerous body of 
petty farmers: All land IS subject to payment of 
rent.1 

Labour is plentIful and cheap, hut ignorant and labour, 

mostly unskilled. Movement of labour from place 
to place is very irregular, and that from OccupatlOn 
to occupation is rare. CompetitlOn, when it acts, 
affects the labourer injuriously. The labourer is 
dihgent and sober, but poor, unenterprising, and 
unambitious. He possesses a nfliural quickness of 

1 Tbe hypothesis of no-tent la.nd is true only in countries where 
there exists ,a.n s.otlve competltion IIoIDOng the landowners, a.nd 
where the delDlUld fl>f land has not yet outstrIpped the supply 
of ij.' 



INDIAN ECONOMICS 

intelligence,! but educatIOn has not taught him how 
to put It to the right use. He is poor, and often 
heavily indebted. He usually works on his own 
account, and takes upon hImself the functioDs of the 
capitahst and the business manager, which he is 
unfit to fulfil properly. DIVIsion and differentiation 
of la.bour is carried only to a lnnited extent. 

ar.pltal, IndIgenous capital IS not only small in the 
coun try, but also shy. 2 Even where there is wealth, 
l~k of enterpnse often prevents the owner from 
investmg it ill profitable undertakmgs, for he does 
not fully recognise the necessIty of takmg risks, and 
has lost the habIt of forecasting the future. 

organiaatlon Business organisation, which IS perhapR the most 
important factor in the success of modern mdustry, 
has not yet been developed to any appreCIable extent 
in India. PractICal experIence-the best school for 
learning business-has !Jot taught the people how to 
manage big c®cerns and to properly discharge the 
multIfarious and aI duous duties of the modern 
entrepreneur. Industnal traullng and the acquisi
t,ion of commercial knowledge have Loon, until recent 
years, most lamentably neglected. The value of 
co-oper~tion and combmatIOn is not fully appreciated, 
Men of ability and character rarely engage in busi-

I Ehr John Strachey sa.ys. .. The a.gncultura.l cl&ll8ee are oer· 
ta.m1y not mfenor In intelligence to the pea.aanta of many of the 
oountnea of Europe" (Indm. its Adnninilltratwn and Progrell~, 
p.394). 

I ThIS 18 believed to be the result of the miBnJle whieh the 
country groaned under in the eighteenth oentufy, and wlnoh 
prevented the acoumula.tton of wealth and dulled the deaire of 
thr people to improve their eoouomlo oooditioD. 
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ness, and the result is that those who do, do not 
inspire the faith and confidence which IS the corner
stone of modern industl'lal actIvity. 

These are the chief among the drawbacks which, 
in spite of the nchness of natural resources, have 
prevented the producLIOn of wealth from proceeding 
at a rapId rate. The annual production IS not at all 
comparable to that of any other civlhsed nation. 
The country generally IS not m a prosperous condi
tion. There are some who would go so far as to asset't 
that the condItIOn of the mIddle classes of socIety 
has decidedly become worse than before, while the 
poorer classes lead a precanous sort of existence 
from year's end to year's end. A lalge maJonty of 
the people never have a S11 vel }Jlcce m their 
possession. 

The average farm productIOn per head is calcu
lated at Rs 40 per year.1 The average inco!lle 
per head as computed by Lord Cm,:zon IS Re. 30 
(£2), but Mr. Wilham Digby aIllI Mr. Dadabhai 
NaoroJi would put It at an even lower hgure. 
In calculatmg the lllcome of the ordmary cul
tivator or labourer, the mCOllles of the nch and 
well-to-do classes must be deducted from the total 
national dividend. This would gIve us only 17s. 
as income per head of the onhnary people. TIllS 
mcome compares unfavourably with the mcomes of 
the other civilIsed countnes. The average income 
of the ~ople of the Umted Kmgdom is £37, or lS·5 
times as gleat as that of IndIa. The a.verage income 

I This is the fipre a.1so a.ooepted by Bir Robert Gtffen (VIde 
ECCI'II.CImie JCJtI94l. 19(W,). 

Average 
production. 

Average 
Income. 
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in the United States is £39; tha.t in France, £27'8; 
IUld in Germany, £22'21 

Wealth, Reliable statlstics of the wealth of India2 are not 
availa.ble. The average wealth per head of the 
population has been vanously computed at from £10 
to £25. The average wealth of the United Kmg
dom is £302 per head, of 'France, £252, of the 
United States, £216. and of Germany, £156. 

ThIS is certamly a very gloomy picture, but it 
need not fill us WIth despau about the future 
Strenuous and perslStent efforts on the part of the 

, 1f. 

people are Sllre to lead to an Immense llliprovement III 
the econpmlC situation. AR a ma.tter of fact, there 
are already viSible Signs of the approach of a better 
state of thlllgs. The defects mentioned above are 
not inherent m the charaoter of the people, but are 
the result of circumstances WhICh they are now 
enpeavouring to control and modIfy. We already 
find that a wave of enthUSiasm for industry IS 

passing over the land. A new spirit of enterprIse 
,~abroad. Labour is trymg to shake off Its lethargy 

1 V1lle Mulhall, Dictw'TUJf"lI of Statwt&cs. 

2 India hall been celebrated from th~ earl;est ages for her 
lmmense wealth. She was at one tmlO the l'lchest country iq the 
world. It was the wf!'lth of IndIa whteh was the cause Dt'llj:le 
forelgn inVaillOnS from the tIme of Alexander down to the 
eIghteenth century When Sultan Ma.hmud of (iha.zni 88.cked 
the temple of Somanath, the booty W8.B ~. la.rge that it W88 

impOssible to calcula.te Its value. At Kanauj, Mahlllud. was eo 
muoh el.ruck by tpe aplendour and ~gmfiGeDCe of ~ oity that 
he deola.red that .. it was only rivalled by the hIgh heavens." 
T,he spoIl of Nadir Shah W8.B va.l\llld a.t £626,WO,OOO (1Iic¥ J. S. 
d>tton, O~ and De.peM,encte., ud Lethbndge, BiaUwy tV' 
/~), 
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and ignorance; capital is overcoming Its shyness; 
and the people are preparmg themselves for a new 
industnal life. 

The economIC position, so far as productio~ is Summary. 

concerned, may be summed up as fellows: The 
productive capabilIties of ImIla are great., She 
possesses an abundance of natllIal resources and a 
plentiful supply of cheap laboUl, but she lacks 
capital, enterpnse, and organlsatIOll. The defects 
are, however, remediable, and, as a matter of fact, 
attempts are being made to overcome them. 

2. AGRICULTURE AND MANUFACTURE 
COMPARED 

Before passmg on to a somewhat detailed descrip
tion of the a.gricultural and mannfacturmg mdustries 
of the comltry, it would be well to note the clv.ef 
characteristICs of a mamly agrICultural country as 
compared with those of a mumly manufacturing 
country. They alt~: • Cillef feat.ure. 

(a) In a mamly agricultural country competItIOn, of the two. 

or rather freedom of ellterpnse-which IS the chIef 
feature of modern mdustry-cannot have Its full 
apP!ication. The agncult~rist ha.~ to go to the land 
for his work, but raw material can be brought to 
the manufacturer to be worked on by him. 

(b) The agriculturist has to depend very largely 
on natu,e; he bas to adapt bis work to the seasons. 
But the ruanufacturer ~ more free in this respect. 

(c) ¥ncll ieSs'specialisation is pOBBible in agncul
ture than in. malllifacture. 
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(d) As the produce of agrIculture depends largely 
on factors which are beyond human control, e.g., 
rainfall, it is uncertalll. In manufactures the pro
duce is sure. 

(e) In agriculture, the law of Diminishing Return 
applies with full effect. In manufactures, the effect 
of that law IR often more than counterbalanced by 
the law of Increasmg Return. 

<f) In an agrICultural country labour IS generally 
immobile, because it 18 mconvement and wasteful to 
the labourer to move from one plot (If land to 
another; and where there is peasant proprIetorship 
there can hardly be any movement at all. In a 
manufacturing country there are no obstacles to 
mobIlity of labour beyond the ordinary obstacles of 
the ignorance, poverty, and conservative habIts of 
the labourers . 

• (g) There is much less scope for the dIvision of 
labour in agriculture than in manufactures. 

(It) The profits of manufactures are higher than 
those of agrICulture, d.nd, as a result, when exchange 
tra.nsactions take place between the raw materials of 
one country and the manufactures' of another, the 
la.tter gains more by the exchange than the former. 

(~) A manufacturing country 18 capable of sup
porting a larger population than an agricultural 
one. 



CHAPTER VI 

...... //PIWDUCTION-(C(J1~tm'IJ.ed) 

1 AGRICULTURE 

AGIUCULTURE is, of course, the most important People malDl,. 

mdustry of IndIa. It gives employment to two- :itu:. 
thIrds of the total populatIOn of the country, and of 
the rural populatIOn nearly 90 per cent. are con-
nected with it, eIther directly or indIrectly. 

In a large country hke IndIa, the productivIty of Produotivity 
of land. the land cannot but dIffer from place to place. We 

have on the one BIde the exceedmgly fertile black 
cotton-soil and the alluvial land of the Gangetic 
Delta, and, on the other, the barren rocks of the 
Vindhyan hIlls e.llJ the sands of western Rajputana. 
Intermediate between these two extremes is to be 
found almost every poc;sible variety of fertility. 
Speaking generally, however, we may Bay that the 
land 18 fertile III IndIa. 

Land may be classified in a variety of ways. Laatlclalli6ed. 

The chief classifications adopted are those}into 
cultivated. cultivable, and non-cultivahle, i.rqga.ple 
and non-irrigable; ek-phash and do-phasli. 

The a.ctu&l produce of any year depends on the Produae 

amonnt and distribution of the rsinfa.ll. The:;.t GIl 
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periodicity of the seasons allows of two, and in some 
places of three, harvests in the year. The two 
main harvests are the kharij. or the summer crop, 
and the rcibi, or the winter crop. The kharif crops 
require much water for their growth, and, there
fore, are sown as soon as the south-west monsoon 
commences, and they are reaped between September 
and Novemher. 

The rahi crops, as the lIame implies, are less 
dependent on ramfall. They are usually sown m 
October and November, and they ripen in March 
and April. The condltlOns affecting their growth 
being different, the character of the two kmds of 
crops also differs ThIS dIfference in character, 
however, is specially marked m Northern India.; but 
is leBS marked in Bengal, and still less in Madras. 
During the period of their growth they are subject 
to. II co'nsiderable degree of cold, which limIts the 
choice of staples. In Bengal atld Madras very 
much the same kmd of crops may be grown in 
summer and winter. 

In the Bombay preSIdency, which gets almost the 
whole of its rainfall from the S.W. monsoon, khari! 
is the chief kmd of crops. Madras grows chiefly the 
.,.f11Ji crops, for it is in winter that the N.E. monsoon 
brings tain to the province. In Northern ln4ia 
the south-west monsoon rain gives the condition 
necessary for the growth of varied khari/ crops, 
while the winter weather is well suited to the rahi. 

Inrlian crops may be divided into (1) ()ereals, 
(2) pulses, (8) oil-seed&. (4) fibres, (t;) dyes, (8) 
drugs, (1)' spices, (8) ta.ble:'vegetables, (9) pot-htt'bs, 
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(10) miscellaneous crops, (11) fruits, (12) fodder 
crops, and (13) root-crops TIns dlvision, how
ever, IS not stnctly logICal, as some of the crops 
fall into more than one of the classes. A bnef 
account of the chief crops is given below, which wIll 
perhaps be found useful./( 

RICe is grown in areas of heavy rainfall, as, for 
Installce, Bengal, Assam. Burma, and the west coast 
of Bombay. Not only is It far the most important 
crop of Bengal, but over 34 per cent of the culti-
vated area of IndIa is under nce. The varieties of 
nce are mllumerable In Bengal there are two 
main harvests, the a1lS, or early crop. and the a71uxn. 

The 01(,8, beIng a winter crop, does not reqmre as 
much raInfall as the a71~a1t does The aus nce is all 
coarse, and IS eaten by the pOOl'er clMses alone, but 
it serves as a proviSIOn against famIne when there is 
a failure of the rains RICe is an Importal1t crop 
in Madras and Bombay also. In the UnIted Pro-
VInces and Oudh it is grown eIther in damp 
localities or with the help of Irrigation. It is 
practically the sole crop in Deltaic swamps. 

The chief 
01 ope : 
RIce. 

Wheat is grown in more or less quantIties in Wheat. 

every provin0$4 The great wheat-producing tracts, 
however, are the United Provinces, the Punjab, 
Behar, the Central Provinces, and Rajputana. The 
conditions favourable for the growth of wheat are' 
exactly the reverse of those of rice; oonsequently, 
we find that, broadly speaking, where rice thrives, 
wheat does not. Wheat is a rcihi or winter crop. 
W;herever possible it is irrigated. There are two 
chief clasaee of wheatl soft sud bard. Iudian wheat 
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compares very favourably wIth the wheats of other 
countries, and India is, next to the United States, 
the largest wheat-producing country in the world. 

Barley is p-oWll to a- sl1lall extent all over India, 
and chiefly In the United Provmces. It serves as 
food for men as well as ammals Oats are a very 
minor crop in India. 

MaIze IS grown in most parts of Inola, but m 
the United Provinces It forms an important food
crop. 

Millets are grown extensively III almost every 
part of India. There are several vanetltJs of this 
crop, the chief being .luar, which IS the staple gram
crop of Southern India. Millets can be used also as 
a fodder-crop. • 

Among cereals IS also classed buckwheat, the 
grain of which is very Ilonnsillng. It is grown in 
the Darjeeling hIlls and also in the Central 
Provinces and Bebar. 

Next to cereals, pulses occupy the most important 
place as food-grams. Vari(lus kinds of pulse-crops 
are grown in India; the most important of these 
are arahar, chana, mU8UTt, urd, mU.g, and ka,la~. 
Pulse-crops thrive best in the United Provinces 
and Behar. In the Deltaic portion of Bengal t,hey 
do not grow well, an excess of ordinary salt being 
injurious to these crops. Some of the varieties of 
pulses are used as fodder for cattle. 

Oil-seeds form very important crops in every 
part of India. Next to cereals they occupy the 
largest area in Bengal. There are several kinds of 
these, the more important; among them being 
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mustard (rye, 8orwn, and tori), linseed (ti.!",), til, 
castor (rekri) , 801'!Juja and ground-nut. 011 is also 
obtained from fruits, such as cocoa-nut and mahua, 
from various flowers, and from cotton-seeds. Castor
seed IS also Important because the cri sdk-worms 
are reared on its leaf. The enormous export trade 
moil-seeds 18 a great loss to the countrYI It is 
desirable, therefore, to export only the 011 and to 
retam the cake for use as ammal food or manure 
III the country 

Among the fihre-crops, Jute and cotton, of course, 
are the most important. Hengal holds the virtual 
monopoly of Jute m the world. There are extensIVe 
areas III some of the other provinces uf Ill(ha also, 
whICh may prove sllltahle for Uns mdustry. It is 
clllefly glown on land whleh IS h,\010 to be submerged 
III the ramy season The COlllhtIOI1S winch are Slllt
able for nce are also suitable for .Jute It IS a very 
paymg crop. The first melltlOn of .lute as an 
article of export was made m 1828. Three-fourths 
of the product are now cxporteu out of the country. 
The out-turn of Jute ill Bengal may now be put 
down at SIX milhon maunds, rated at eight or nine 
crores of rupees. It IS now grown in many places 
where rIce used to be grown before; and this is a 
matter deservmg of cOIlslderatIOn. 

Two other fibre-crops allied to jute ll.ffJ Bombay 
hemp or mesta-pat, which is regarded by experts as 
even superior to Jute, and 8unn-hemp. Rhea is 
another important fibre-crop. Great hopes are 
entertained of the prospects of this industry in 
future. Aloe-fibre is also a. USQful economic product, 

Jute 

Muea-pa.l. 

Stum-hemp. 
Rhea. 

Aloe-fibre. 
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whICh is grown only in tropical and sub-tropical 
countries 

Cotton. Cotton holds a very important place among the 
agricultural products of India I t IS grown more 
or less over almost the whole of the country Tho 
principal cotton-growmg tracts, however, are the 
-plall1s of Uuzerat and Katlllawar, the hIghlands of. 
the Deccan, Lhe valley of thE:' Central Provinces, 
and Behar. They fall mto two classes' cotton
crop and tree-cotton, but there are Ilumerous forms 
of the cotton-crop, and tree-cottoll also is of several 
klllds. In PenllJsnlar In(ha the most snitable SOlI 

for cotton IS the black ~ottOI1-S01l. ThE' quahty of 
the product IS inferIOr to that·of the UllIted States, 
and the YIeld per aCl'e IS also less. It is believed, 
however, that..'"CotLon cultIvation IS capable of being 
greatly lIn~ov~d U nlegs attempts are made in 
that dIrectIOn, India IS sure to be ousted from the 
cotton market by other cO\lntries~ 

IndIgo Indigo was at one time one of the chief crops of 
India. The use of amhne dyes has, how\,\ver, greatly 
diminished Its Importance. Its cultivatIOll has now 
ceased in Bengal, but has been coatinued In a less 
degree in Behar and the U mood Provinces: 

Poppy. Poppy cultivation IS mainly restricted to Beha.r 
and districts of the United Provinces north of the 
Ga.nges. In BritIsh India it is conducted on behalf 
of the government. Poppy is also cult~ated in 
some {)f the Native States of llaJputana and Central 
'India.' It is a. rahi crop. 

Tobacloo the total quantity pf tobacco grown in India. is 
large. It is grown in every district, qut the chief 
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places of productIOn are the Tirhut dIstricts of 
Behar, Hangpur III Bengal, and certam dIstncts of 
Madras. 

The chief tea-growmg t,racts are Assam, Dar
Jeelmg and Julpaigufl 10 Bengal, the Nilgiris in 
Madras, Dehra-Dun 10 the Umted Provinces, and 
,the· Kangra valley m the PunJab. The, export 
trade of tea is already large, and there is room for 
further expansIOn The cultIvatIOn of coffee 18 con
finerl wholly to SouU~ern Imha The two mam 
centres of the cultivatIOn of cmchona are Dar.Jeehng 
amI the NIIgm hIlls It IS a government 
monopoly. 

Of table vegetables a large variety is found in 
hdIa. The lUOSt common and Important IS potato. 
It 18 usually grown after aUi! paddy or jute; in 
tracts of the country where potato IS the pr10Clpal 
crop, It often forms the only -crop of the year. 
Deep cultIvation is essential for the growth of the 
crop. The other common vegetables are palvals, 
brm.laIs, Mbbages, caulIflowers, tomatoes, and tnr
mps. Akm to potatoes IS ca&sava, called stmulalu 
or Sarkar-kanda. ThIs vegetable sometImes serves 
as the chIef food during a famme. It resIsts drought 
and yields a Dounslung and palatable food. A more 
extended cultlvatlOD of the artIcle IS desirable as a 
protection against famine. 

N ow"'re, perhaps, III the world can a larger 
variety of fruits be found than in India. The 
cultivatlOn of fruits is not, .however, undertakeR 
according to proper scientIfic methods If that is 
dOlle, the quality of the fruits will be improved and 

IL!I. F 
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the YIeld gt4Y' Increased. India is capable not 
only of SUPplYlllg herself abundantly WIth fruits, 
but also carrylllg on a lucrative trade WIth other 
countries. 

Sugar was, at one tIme, a very flourishing industry 
in India. It has now greatly dechned owing to 
the importation of foreign sugar It still possesses, 
however, great possibIlitIes, and of recent years 
there have been visihle .llgns of a revival. It may 
be regarded as a half-manufactured article. Sugar 
is obtained either from the sugar-cane or the palm. 
The best cane is grown in the United ProvInces 
and in some dIstrIcts of I3ehal'. Palm-sugar is 
manufactured eIther from the jUlce of the ordinary 
palm or of that of the date-palm. The palm-sugar 
industry stIll languishes m some dIstricts of BengaL 

Although spICes of varIOUS kinds are grown in 
different parts of the country, the total production 
is not suffiCIent to meet the demand, and a great 
extenslOn of th£'ir cultIvation is needed. 

Among the miscellaneous crops the more important 
are lac and mdIa-rubber. Lac is a resinous in
crustation formed on the twigs of certain trees. 
Assam, Burma, and the forest distrICts of the 
Central Provinces and Nagpur are the chIef sources 
of its supply. The importance of india-rubber as 
an economic product is being recognised more and 
morjil widely every day. In IndIa, its principal 
sources' of supply are Assam and But"ma. If the 
cultivation of rubber on a la~ seale e&n be made 
successful in India, it would add materially to the 
p&tto~l iucome. 
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Sericulture was once a profitable industry, but 
towards the mIddle of the last century it declmed. 
At present it IS showing sIgns of a reVIval. The 
chief area is in selected parts of Bengal, Assam, and 
the Central Provinces. 

The crops most largely used as foddeTl-crops are 
juar, baJra, and ra.qt. In the Punjab and in Behar 
juar IS largely cultIvated as a fodder-crop. It is 
also grown in some parts of Bombay. In Madtas 
mgi mostly takes the place of j7lar. Sugar-cane, 
as a fodder-crop, IS used principally by the European 
planters III Behar. Grams, oats, barley, turnIps, 
and prickly pears are grown III dlfferent parts of the 
country as fodder-crops. Some kinds of trees are 
frequently very valuable as snpplying fodder for 
cattle. Very lIttle, however, IS known of the 
comparatIve feeding values of IndIan fodders. It IS 
needless to say that the cultIvatIOn of fodder-crops 
is very necessary for the Improvement of cattle. 

Accurate and reliahle statistICS regardmg the 
agricultural produce of IndIa are not avaIlable. 
Bqt the following figures 1 WIll give the reader 
apprOXImate Ideas 

Million acre. 

Net area of land by professional survey, 623 
Area under forest, - - - - 82 5 
Not available for oultivation, - 157'6 
Cultivable wa.ete other than fallow, - 113 
Fallow land, - 50 ' 
Area irrigated, - - 42 
Net area sown wit. crops, 218 

1 The figures are for the year 1908-09 (VIde Agnctdtural 
Statiatics of BritiBh. blllia, and Statistical AbMract for Brihllh. 
1~). Piguree are not a.vallable for the Natlvtl States 
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Million &ore. 

Total area under food-grains, - - 197 
\, " ' other food crops, 7 
" "sugar, - 2 5 
" "coffee, - 0 1 
" "tea, 0'5 
,. " oil-seeds, 14 
" "cotton, 13 
" "jute, 3 

" 
,. 

,. " 
" " 
" " 

opIUm, 
indIgo, 
tobacco, 
fodder-cropB, 

05 
03 
1 
46 

Of the total area under food grai;s ~ little more 
than one-third is under 1'ICe, sIighLly more than 
one-fifth under wheat, and about one-fourth under 
bajra. The average out-turn of wheat in India is 
13 bushels per acre, whlle it is 29! bushels m 
England. 

Arboriculture. "Arboriculture IS a science akin to agrICulture, 
though trees ,can hardly be classed as agricultural 
crops 

IndIa is carable of growing various kinds of trees. 
They grow naturally on tracts where there is an 
abundant rainfall; but they can be grown every
where,-even in the and tracts At one tlme almost 
the whole country of IndIa Was covered with t~. . . 
In the first half of the nmeteenth century, however, 
the matter was badly neglected, and many parts of 
the country were denuded of forests The propa.
sation of trees which YIeld starch, oil, sugar, 
vegetables, and fibres is of vast' importance to 8 

country where fanure of agricultural crGps through 
drought or inundation' is of frequent occurrence. 
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Apart from their invaluable uses for food, fodder, 
and tImber, trees are lnghly useful for their mfluence 
on the chrdate and ramfall. THe presence of trees 
reduces the temperature of the atmosphere, whIle 
radiatlOn is hmdered at night. Trees thus produce 
the effect of equahsmg temperature, and by 

I. 

keepmg the atmosphere mOlst they mdnce the fall 
of ram 1 Beneath the shade of trees a rich layer 
of humus is formed whICh keeps the roots cool 1ll 

snmmer and warm m winter, besIdes absorbing and 
retammg a great quantIty of water. It IS m thIS 
way that trees sometimes change the character of 
the poorest soils permanently for the better. 
Further, they preven t the SOlI from bemg washed 
away or denuded by ram. Trees also act as a most 
valuable fertllIsmg agency of 8urfat:e salls by 
bringing up food materIals from the depth of the 
land and -storing them III leaves, whICh afterwards 
fall and get mIxed up WIth the SOlIs. Lastly, they 
serve as break-winds m localItIes where 111gh wmds 
are an obJecL1011. It is essentIal, therefore, that the 
earnest attentIOn of the people as well as the 
Government should be turned m thIs directIOn. 

In India, as we have seen, the land is split up 
into milho~s of small holdmgs AgrIculture is 
consequently practIsed on a slllaU scale. Cultiva-

1 ThI8 has been proved by experimont For 1llstlUloe, In the 
Delta of the NIle, since the pla.ntmg of trees the average number 
of ramy days III 'the.year has 1Il0rellSOO from 6 to 40. In InWa 
many fertile parts of the oountry ha.ve beoome sterIle SInce the 
destruotion of forests (vide N. G Mukherjl. Handhook of 
ltl(han Agr/cultUN). 

Bfonelicial 
lDfiuence of 
foresta. 

Method of 
agriculture, 

Bme.ll aoale, 



enenllve. 

unBCleDtlfic 
but Dot 
iDeffiClent. 

Agrioulturist 
IWNiiduous, 
posaeases 
inhented 
eXpelleDCt', but 
ia poor. 

Ohief want
aapite.l. 

70 INDIAN ECONOMICS 

tion is almost always extensive. It is practised in 
the different provmces wIth ~ infinite VarIety of 
detail, accordmg to the varymg condItIOns. The 
Deltaic swamps of Bengal and Burma, the dry 
uplands of the Carnatic, the black-soil plams of the 
Decca.n, the strong clays of the Punjab, and the 
rlp~p.rts of Smd and HaJputana require separate 
modes of cultlvatwll. The IndIan peasant is 
Ignorant, and consequently the method of cultIvation 
is unsCIentific, but pzactlCe and the mherited 
expenence of generatIOns have taught him the value 
of a rotatIOll of crops and the use of fallows. He 
knows what crops are smtable to a particular soIl. 
He sows and reaps at the right tlmefl. He is 
aSsiduous and does hIS best to get the largest return 
from his field. But hIS poverty often prevents 
him from properly manuring hiS land, or selecting 
good seeds, or lea vmg his land fallow for a season. 
The implements used are of the Simplest kind, 
but they are well adapted to th{} needs of the 
peasant. 

Considering the circumstanees of the peasant and 
the eonditions of Indian agrIculture, It may be said 
that, on the whole, the peasant is efficient. What 
the peasant primanly wants is more capital. With 
greater capital he would be able to spend more on 
manures, he would purchase better cattle, and he 
would be able to supply his land with the required 
aDlount of wa.ter. The peasa.nt also lacks a know
ledge of improved methods of cultivation, and, to 
remedy this defect, agricultural education is 
necessary. 
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As agriculture IS the chIef industry of the Improvement 

d of ajlnculture. country, an as t4e success of other industries 
depends on it, the improvement of agrIculture ought 
to engage the serIons attentIOn of every thInker In 
IndIa. Various suggestIOns have been made from 
time to time for the Improvement of InLhau agrI
culture. Some of these suggesLIOns, however, have 
come from men who have not taken fully Into 
consideratIOn the Clrcumstances of the cultIvator 
and the condItIOns under WhICh he h,18 to work. 
The sCIentIfic mer,}lOd lllvolves large tracts of land, 
deep ploughing, perfect nngatLOn, good lllanurIng 
and proper rotatIOn of crops, and thus neceSSItates 
the expendIture of a large amount of capItal which 
IS beyond the means of the onlmary cultIvator. 
There IS much truth III the remark made long ago 
by an Iudl.1Il dally newRpaper, \,Iuch saId, "Tbe 
native cultIvators have llothlllg to learn so far. as 
unscientIfic agrIculture IS concerned, and the adop-
tion of SCIentific agrIculture IS wholly beyond his 
means" 

There is, however, much room for Improvement 
even under the present combtiol1s, and it is 
beheved that the introductIOn of ImpIOven,ents mto 
the eXlBting methods of cultIvation \\-Ill mcrease the 
yield of fields by 15 or 20 per cent. Uo-operation 
among farmers may go a long way towarlls solving 
some of the problems and removmg many of their 
difficultIeS. The Co-operative Credit SocietIes, If 
properly worked, are lIkely to be of immense help 
to the agriculturists. 

Solentific experiments, carried out with a full 
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regard to the circumstances 'of the country, will 
prove useful m many ways. Some agricultural 
experts despair of the lmprovement of agnculture 
becaUse they have taken the Imhan peasant to be 
"a hvmg emblem of inertla" But, 1II reahtYI the 
peasant IS not SO COllsen'atlve as he is often thought 
Lu be.1 He IS not quite unwillmg to adopt 
improved methods, but these must be shuwn to be 
capable of gtvmg better results. III ordeI to mduce 
the peasant to adopt Improved methods, the experts 
must prove, not on paper, but by aetual fd.fllnng, 
that these are paymg and are sllltable to the 
eondltIOns under wInch the cultIvator lIves 2 As 
Mr. D L Roy observes, " The neatness of the costly 
and heavy Shlbpur plough, tho sCIentIfic value of 
artificial manure, the sleek appearance of ... ell-fed 

1 V.de Dr Voelcker, Implovernent of Indian Agr.culttll'e. 

2"The sCIentific system of agrlCultlllc IS feasible only If under
taken by capltllilst-fa.rnwrs who (.Iln afford to commence farmlIlg 
on a large scale FOl the sClcntlbc method of cultivatIOn, at 
least a hUlldred acres (300 blghas' of land IS neoessary The 
advantages of sCientllio agrICulture arc - the provIsIOn of 
BuffiClent water, good manure, selectIOn of good eecds, greater 
dIvIsIOn of labour, the opportUlllty of l'RIBlIlg partlOular crops 
acoordIng to the sUltablltty of each plot of land, greater rotatIOn 
of crops, a.nd greater soope for experiments. With these 
advantages may be oompa.red those po_ed by the farmer who 
works on hiS own aco01!nt, VIZ., the intense mterest taken 
by the oultIvator~l~ hlB work, the Spll'lt of ~dependence and 
of self-rebanoe IUld other moral quahtles whICh the system 
fosters, as also the soc.~ influence whIDh it confers on the 
po88e8eor of 1&nd. It should, further, ,be considered in this 
oonnection whether or'not amall-BOa.le oultlvt.tioa is well-adapted 
to the lAnd-tenure system and the eooial environment of the 
oowntry. 



PRODUCTION 

cattle have attractioDs of their own for the amateur, 
but to the practical agnculturist, the balance 
of profit IS of more Importa.nc~ and far more 
temptmg" 1 

In 1889 the Government appoll1ted Dr. Voelcker 
to make enquines into the eonnlhon of Indian 
agriculture, and to suggest possIble Improvements. 
He sulnllltted Ins excellent re}JOl t III 1893 In his 
report he recommended the adoptlOn of certain 
measures, whlCh may be surumansell as follows: 
(1) the sptead of general amI agncultural educatIOn, 
and the pl'eparatlOn of smtaLle text-books III the 
vernaculars for the purpose, C:l) the extRnslOn of 
callaIs ami other llleallS of IrflgatJOll to trauts wheI e 
they are reqmred. (3) tht' l1Iore energetIC workmg 
and populansmg of the system of toccam anvances for 
wplhhggmg aud sllmlar puqJOscs, (4) the lIlStltu
tion by Agflcultnml Departmen t!:l of organised 
enqmry to ascertam the IrngatIOn requirements of 
each dIstrict, (5) the creatlOll of reSt'l ves of wood 
and fodder (called "Fnel and :Fodder Reserves "), 
the planting of trees aloIlg canal banks and raIlway 
lines, and the further encouragement of arbon~ulture ; 
(6) the contllluation and extemnon of experimental 
research aided by chemIcal SCIence m reference to 
new crops, methods of cultIvation, manures, etc.; 
(7) the trial of' new implements at Government 
experimental farms, and the dIstribution of approved 
implements among the cultIvators; (8) the distribu
tion of seed from agncultural farms, (9) the 
location of ~tud bulls at Government farms, 

D. L.'Roy, Crops of BtIIgaJ, p. 8. 

Dr Voelcker'. 
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and the encouragement of improved breeding of 
cattle. l 

Undoubtedly, agricultural education is essential 
for the improvement of the condition of the agri
culturIst. But agrIcultural education must be 
precAded by general educatIOn. The Government 
Imparts instructIOn 1Il methods of agrIculture at 
ShIbpur, and several other places. Hecently, an 
AgrIcultural College has been started at 1) usa. The 
kmu of educatIOn, 'however, which IS at present 
imparted In the Government schools harJly leads to 
tmy practlCal results. As Mr N. G. MukherJi, 
lecturer at the Sl1ibpur College, observed, "NeIther 
the farm-labourer nor the farmer, 1I0r the landed 
propnetor care, as a rule, for agrIcultural educatIon.'" 
These schools are meant fur educated men-graduates 
of the Umverslty-wl!o do not mtend to start farm
iug on thelr own account, but who go to these 
schools only for the sake of securIng service under 
the Government. To be really useful, agricultural 
training should be gIVen III such a way as to be 
taken advantag~ of by the actual cultivator. 

We have briefly descnbed the chief features of 
the agricultural industry, dnd suggested modes of 
its improvement. For agric~lture India possesses 
great natural, advantages, alld when they are fully 
utilised, they will surely add greatly to the wealth 
of the country. Agriculture is lmportant not only 
in itself, but on it are based all possibilities of the 
development of manufacturing industries. 

1 Vick Dr. Voeloker, JmproWJ'/1ItTU of IndkJ7I .4.grictIlture. 
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2. MINING 

Akin to agriculture is the mining industry, for 
both of these are concerned wIth the raIsing of raw 
materials from the earth As we havo already 
seen, IndIa is very rich in IllIllerals almost of every 
kmd; 1 and there IS hardly anythlllg WhICh she 
cannot produce If only capItal, enterpnse, and 
techlllcal knowledge are forthcolIllIlg 

The decay of the aUC'Iellt metallurgIcal and 
chemical industnes mjurIously affected mllllllg III 

IndIa, it resulteu in the almost exclUSIve develop! 
ment of those IDlllerals whIch can be consumed 
by dIrect processes on the spot, or whIch, t1ll account 

. of theIr abundance and cheapness, are suitaLlfl for 
export III the raw state. Nevertheless, during the 
past few years conchtlOlIs have been rapIdly rIpen
ing III India for the successful reVIval along Euro
pean hues of industrIes dependent on the ores and 
minerals. "There IS HOW," says Sir T. Holland, "a 
prospect of undertakmg the productIOn of Iron and 
steel which form the largest sectloo of the bill for 
imported metals. Copper, lead, and some of the 
inorganic chemicals are' also attracting the attention 
of investors, and active prospecting operations are 
now being undertaked'." 

During the last decade there hjl.s been a marked 
increll3e in the output of t Indian minerals. The 
total value of the mineral productions of India is 

I ThiS is the view held by Sir "Thomas Holland, 1&tely Director 
of the Geologioal Survey of Indll\. Vide Ius paper read before 
the InduBtnal Conferer;II:Je, 1900. 
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Coal. about lOt Cl'ores.l Coal IS the most Important of 
these products, the value of its production being 
over 4 crores. Indian coal has now almost com
pletely dIsplaced lmported fuel. The coal worklllgR 
in IndIa are stIll very shallow, only one shaft havlllg 
been sunk to a greater depth than 800 feet. About 
\:If> per cent of the produce is obtamed from one 
belt known as the Gondwana system, and the 
remainmg 5 per cent. from the rest of IndIa. 

Gold. Gold 2 is produced of the value of about 31 
crores of rupees. The attentIOn of European pros
pectors was onginally dIrected to the Kolar field 

11'he figm-es given bere are for the year 1909 (Statzst,cal 
Ab9tractjor BntzHh Ind,a, p 264) Returns are o.vallable only 
for the mam mdustrles. 

2 The followlIlg figures, taken from the 'l'.mell, Apnl25, 1911, 
show the detaIls of goid-mmmg dUllng the years 1908, 1909, and 
.1910. 

I 
Output in ounces Dividend. Name of ('",mpAny Cspll:&! for the J .... t 

, three yeara }) c 

----- r1R,042 115 
MY80re £305,000 2.'iO,:l91 115 

230,577 115 

{77.946 30t 
Nundydroog - - £283,000 8.'i,965 40 

86,ll() 41, 

{ 86,623 22l 
Ooregum - - - £450,722 89,789 30 

91,791 32t 
{119,736 20 

Champlon Reef - £260,000 112,132 20 
113,54Q 28. 

{ 27,538 NIl 
Bal&ghat- £308,000 20,8112 Nil 

17,~ Nil 



PRdnuCTION 77 

area by numerous indIgenous workmgs of unknown 
age, and smce operatIOns commenced on a large 
scale some twenty-five years ago, the gold extracted 
has reached a value of about 50 crores,I Complete 
returns of alluvial gold-washmg WhICh is practIsed 
m many places are not avallable.2 

Petroleum comes thud, the value of produce 
bemg slightly less than 1 t crores of rupees. More 
rapId progress has been made during the past few 
years in developmg the petroleum resources of 
IndIa than most of the other mmeral products. 
Smce the introductIOn of European drIlls mto the 
fields some twenty-five years ago the produetion 
bas rapidly nsen 

Of manganese India probably turns out a larger 
quantlty of hIgh-grade ore than any other country. 
The value of the annual output IS rather less than 
80 lakhs of rupees. 

India ,has for many years been the leading 
produoer of mIca, turnIng out more than half the 
world's supply. The value of annual production is 
about 24 lakhs. 

The other important minerals produced a.re salt, 
jades tone, and rubies 

Most of t9,'ese mining industries are in the hands 
of Europealls. ' But it is no use complaining RgamBt 
foreigners. What is needed is to find out the 
cause and to apply the remedy. The rea.l cause 

I frick Sir T. :8:o11and's 8kel.ch of the Msnffld Ruo'Urces of Indtr1.. 

tDredgJ.~g operations on a pretty large soole on the fiver 
lrawady have res~ted in the rocovery of DODaui8rabl" quantIties 
of gold every year. 
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is to be found in the want of indigenous capital 
and enterprise, and in the fact that very little 
technical and sCientIfic knowledge is avaIlable in the 
coun try. 1 

I SIr V. Thackersey, m hIB presIdentIal address at the IndustrIal 
Conferenne, 1906, earnestly plmvted for the trammg of young 
men m mmmg, 80 that they may help the development of 
mmeral mdnstrles 111 the country. 



//DHAPTER VII 
// 

v PRODUCTION _ (Concluded) 

MANU}'AUTURES 

AT the present moment India IS very backward III 

the matter of manufacturmg mdustnes. But there 
was a tune when she was one of the clllef manu
facturing countries of the world Even as laoo as 
the eIghteenth century, she was on a par with 
Europe m mdustnal matters, and her manufactures 
found a ready market 1D many foreign countnes·. 
Until recent years, Indian llldustries were always 
worked by hand labour. The artisans mheril.ed 
from then ancestors or acquired by expenence a 
dextenty..and skill and deheacy of tonch whiCh was 
not surpassed by artlsans of any other country. 
Not only did they supply the people with the 
articles of necessity, but they turned out works of 
a.rt of great excellence. 

The metal industries, and the cotton fabrlC8 in 
particular, I'I.ttained to considerable magnitttde: in 
ma.ny parts of the country. .An able writer says: 
"In manufacture the Hindus attained to a mar
velloWl perf~tion a.t a.. very early period,' and the 

Manufactures 
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Their 
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'~'Courts of Impenal Roms glittered with gold and 
silvet brocades of DelhI. The muslin's of Dacca 

~ 
were famous, ages ago, throughout the CIvilIsed 
world. TextIle fabrics of Inimitable fineness, tapes
try glittering with g~ms, rich embroidenes and 
brocades, carpets wonderful for the exqUIsite 
harmony of r.olour, enamel of the most brIllIant 
hue, inlaid wares thaL reqUIre high 'magnifymg 
power, to reveal theIr mirtutenesR, furmture most 
elaborately carved, swords of CUI'IOl1S forms and 
excellent temper are among the objects that prove 
the perfection of art In India." 1 These handicrafts 
were very oftel\ practIsed on a fall'ly large Bcale, 
and they gave nse to big and wealthy towns. 

~. of their In the latter part of the, mghteenth century,' 
~. the industrial revolutIOn began in.,. Europe, and the 

older methods of lfldustry were cOlipletely super
seded by new ones. By saving labonr and materials 
and by the utihsation of by-products, goods began 
to be turned out at a much cheaper cost. Machmery 
sllppJanted hanrl labour, large amounts of capital 
began to be invested m every ind~y, produetion 
on a small scale gave place to large..apale production. 
and Q better organisa.tion was mtroduced. This great 
change led to a great mcrease in prOductive ]JOwer. 
Indians, however, remamed unaffected, by the change, 
The Indian artisans continued to work 8.S their fore
fathers had worked-without capital, without the 
asaistance of machinery, without orgamsation.· Each 
m~:went on working by a.lid for himeelf a.s before, 
~~pliances he used were t~ sa.me as had been 

I Vide Ohfllmhers', E~cl~ 
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in common use before ttJe. manufactunng era bega!) ; 
there was' no co-operation among the artisans; 
and (hVISion of labour \vas practised only to a 
lImIted extent. No attcm~1t was made to render 
the Indian mdust.t;,ies more efficient by reorgamstug 
them on modtlrn line,. For some tlffie the lIlduB
trIes struggled for hfe, but were ultunately killed' 
or crippled by competItIon Wlth fOIClgn manufac
tures, alliea by the efforts of tIle state By the 
IllldLlle of the last century lll(ha found herself 
redllced to the POSItIOll of an almost cnLlrely 
agricultural cOl1lltry.' 

All mdllstl'lal activity ailil entel'pnse remamed 
paralysed for a long tune Of recent years, however, 
-there has become discermble 11 tendency to hetter 

I 
thmgs But th~tuatlOn IS stIll fnll of dIfhculLws. 
Modern lll(lu'i-try, to be sncceRsful, mUflt 1e nnder
taken hy the educated IndIan But he lacks t~e 
practical commOl.!sense of the busmess-man, and his 
educatIOn has not fitted lum for the dIscharge of 
the multtfarlOus duties of thl' modern entrepreneur. 
His small capItal is wholly ina(leqllate for the 
startmg of bllsiucss on a IH 0pl'r scale, and there are 
few banks, If any, whICh wonld be ready to len(l hIm 
money. He cannot command the serVICes of men 
who possess the reqUIsite knowle!lge and techmcal 
skIll. The condItIOns are so discouragmg that he 
often gives up his Idea lD despair, or, If he is of a 
...s~!lgyjne temperament, goes light-hool tedly into 
foolish schemes whIch ca.n only end in failure .. 

In spite of the va;riou8 difficulties ill the war of 
an industrial regen~t.a.tion, some advance has actually 

l.lI:. ~ 
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been made during the last two decades. People 
have now begun to realise the advantages of co
operation and comhmatlOn Ignorance and apathy 
are gradually disappearmg before a new energy and 
a Hew spmt of enterpnsc. Educated Indta 18 taking 
more and WOle to techmcal and iudustnal educatiQn 
to obtalll a maRtery over nature CapItal 18 gradu
ally overcolfil1lg its proverlnul shynesH. Steam and 
electncity are sl1persBlltug hand-power. Old mduB
tnes are bemg revived and new ones are croppmg 
up in every dIrection. 

But the value of the aclllevement IS often exag
gerated. Those who look complacently on the 
enormous 1 ncrease m the tl mia returnR, forget that 
the greater part OJ the illdustnal development of . 
the country has heen due to foreIgn capItal and 
enterprise. The mIllIng mdustnes, the factory m
dustrIes, the more Important of the mdustrial arts 
are mamly III the hands of Europeans The profits 
accruing from these u:lllustrIes, instead of accumula~ 
ting in the country, are rermtted abroad flO that, in 
the words of Mr. A. Chatterton, a high Go'.'ernment 
official, it the people of IndIa benefit by the estab~ 
hshment of these prosperou~ undertakings only to 
the extent that a certam number earn wages in 
subordinate p081tlOns or by doing coolie work.",l 

This brings us to the much~debated question of 
Indian -pe'1'8U8 foreign capllial. Much of tile contro
versy to which the subject. has given rise has been 
due to a wa.nt of clear thinking. On the one hand, 
it ha.s been held tMt foreign capital must necessarily 

1 A.- Oha.tterton, Notell 071 IndlUtriGl W ()7'k in Inclia, 1905. 
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do harm to the country, on the other, it has been 
main tamed that its effect IS bound in all cases to be 
benefiCIal. SIr Vithaldas Damodhar Thackersey, a 
great authonty on the subject, and hnllself a very 
successful merchant, has attacked the questIOn WIth 
gre&t clearness of thought and force of expressiOn. 
As Sir Vithaldas nghtlyobserves, no country In the 
world can make much progress 11l llld'ustnal direc
tions WIthout plenty of capital III Imlta, the 
pOSSIbilItIes of mdustnal and commerCIal develop
ment are immense, but the amount of indIgenous 
capital is comparatnrely small. Intha cannot, there
fore, do Without foreign capital It wIll be a 
short-sIghted pohcy to re,lect It on sentimental 
grounds But It IS necessary to form a clear con
ceptIOn of the Inuits witlllll whIch the applIcatIOn of 
forergn capital is beneficial. Tbc pdtnots of ,T apan 
have been eager to attract foreIgn capItal to their 
country for purposes of mdustnal deyelopment At 
the same tune, they have not allowed the profits of 
industry to go out of the country. WIllie, there
fore, we IIhonid avail ourselves of forergn .capital, 
wheneter necessary, we ought to take cam that we 
do not 'Pay more for it than otMr natIOns There 
are some enterprises which are necessary for the 
welfare of the country, but for wInch enough capital 
is not available within the country, and m such 
cases i\ is desirable to have resort to fOl'ergn cap)tal. 
Railways are I1.n Instance of the right use of such 
capital. '1 But," says Sir VlthaldAs, "when we turn 
to the petroleum industry In Burt~a., the gold mines 
of Myeore, the ooe,J mines of Bengal, the tea. and 

Sir V 
Th"ckersey's 
view 

Foreign caPItal 
not necesSarily 
hiU'mful 

LlIIt\ts of its 
usefulneas. 
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jute industries, th~ carrying 'trade by sea, and the 
financmg of our vast foreign trade by foreign banks, 
we come upon another and a less favourable aspect 
Qf the question of the mvestment of foreign capital. 
It is impossible to estimate accurately the amount 
of wealth that goes out of the country in this 
manner, though an approximate Idea can be had of 
It from the excess of our exports over our iwports, 
after omItting Government transactif>ns It must 
be remembered that so much of tms amount as 
represents merely the lllterest on borrowed capital 
should not be regarded in the hght of a .drain from 
the country It 18 m slIch investments as these 
that we find cause for complaint In such cases, I 
cannot but tlunk that It would be to the permanent 
good of the c(mntry to allow petroleum to remain 
underground and gold to lest in the bowels of the 
eal,th,I untll the gradual r~eneratlOn of the conn try, 
WhICh must come about under BritUlh rule, enables 
hAl' own industrlltlists to raIse them and get the 
profits of the industnes. A. country which main
tains a ,population of thirty crores is not likely to 
let about o"e lakh of persoDs starve, and this is the 
number of wage-earners benefited by these indus
tries. The price paid is much too great for the 
advantages ac'Crumg froll\. them to the country." 2 

The same view h&B been held by Sir Thomas 
Holland, lately DU1tor-Genera.l,of Geological Sun:ey 

1 Sir V. Ths.okersey i.e IlIldoubtealy right 'in th18 vin', for the 
mines S",' not perell~ aouroet ,of wealth like the lIOil; QUilt) 
e.llhausted, the IqI.,..rwiU:yie1d DO more. 'i' 

t Slf 'V~ihaldaa DaJn(ldhat 'fbAokel'll8Y's PresidentIAl Addr* at 
tbeJndi&n lnduatri&l o'otiftJl'~, 1906. 
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to the Government of India. Sjeakmg of the suc
cessful exploitatlOn of the petroleum fields of Burma, 
he observed, "The one regrettable feature is the fact 
that the capital required to drIll the deep wells has, 
been raised in Europe, and the profits con1'equently 
have left the country. In the petroleum industry, 
as in so many other enterprIses of the klIld, India 
will contmue to pay an unnecessary and undesirable 
tax as long as those in the country who possess 
money will Ilot flsk their leserve fund in llldustrIal 
purposes." 1 ~ 

The positIOn may be BUIDmed up 1Il the remark Summary. 

that lndiims should utilise foreign capital 10 the 
development of the country, and pay the necessary . . 
prIce for It, but they should not allow the country to 
be explOited by foreign capital for Its own gain. It 
may happen in lllany cases that, although the people 
of the country may not be able ·to pruvide all ~he 

capital required for a new industry, they may yet 
be able to supply a portIOn of It, and thus prevent 
some part of the profits of the industry from leaving 
the country. Sir Vlthaldas suggests in this connec- Suggestiou for 

tion that the legislature should make It obligatory ~=o~ter
on every industrial concern floated" by foreign 
companies that the same opportunities should be 
given to'Indian capitalIsts, and that the prospectus 
should be published sunulfaneously in both countries. 

Doubts have been expressed In some quarters III A4!nClllture 

d h 'bl f h . d . 1 'VI. Manuf .. regar., to t e POSSl e sucoess 0 t e III ustrIa turu. 

movement. It has been held by some that na.ture 
I 

1 Paper read by Sir T. Holland at the Ind&n Industrial Confer-
~.~ 
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had destined IndIa to be an agricultural, and not a 
manufacturlllg, country It IS difficult to under
stand what thIs really means. It IS true that she 
possesses certalll exceptIOual facIlItIes for agriculture 
which must always contmue to Le one of her most 
HUPOI tallL lll(lustrJeH. But that does not prove that 
she IS naturally unfitted for the development of 
manufacturmg llldustnes. On the contrary, It 
shows that the natulal advantages whICh she pos
sei!lses as an agrIcultural coun try IDay bp made to 
serve as aids to the growth of manufactures The 
raw materials of every mdustl'y IDust come ulti
mately from the law1. Iudla has thus a start over 
other nations III so far as she call produce these 
ra¥" matenals at a comparatIvely cheap cost. Agri-' 
culture and manufactures, Instead of bemg opposed 
in mtercst, may, in a large country like India, be 
re/l.lly helpful and supplementary to each other. 
The growth of manufactures will not necessanly 
mean the neglect of agnculture, ~ut may, on the 
other hand, give a stimulus to Its further develop
ment. Manufactures wlll flourish, not by with
drawing from agriculture "the factors at prescllt 
employed in its production, but by bringing into 
use uncultivated land, unemployed labour, aDd fresh 
capital. The combination of agricultul'e and manu
factures has been found pOB8ible in AlDerica, and 
t~ere is no reason why it will not succeed i? ~ndia. 

-There are others who think that the circum
stances which have favoured the growth of industries 
in European and American countries ire not present 
in India.. Let us examine the statement .As for 
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the physical and mOlal charactenstlCs of the people, 
they are not the natural monopoly of any nailOn or 
race. The supenonty, m some particulars, hes wIth 
India, in others, the defIclencIes Irlay lJe overwme 
wIth the aid of SCIellCe Most of th~ Ylla.htles 
wInch make for Buccess m lllclustry are posbes~ed by 
the people, but they are 1Il a state of qUIescence and 
a httle effort only 18 nceded to make them actIve. 
IndIa possesses a great advantage III the extremely 
low cost of hVlIlg wInch prevaIls here. Three 
centuries ago, England was mrlustnally backward 
as eompared wIth Holland and uther enterpnsmg 
natlOns of Eurupe, but to-day she IS 1Il the front 
rank of industnal natlOIls .Germany has worked 
her way up to her present positLOIl in the cour~e of 
l.s than half a century. There IR thus hope for 
India yet. The present uackwartlue8s of InUllt IS due 
in part to the causes we have mentwned hefore and 
partly to Its pohtlCal enVIronment, but It would' not 
be quite unreasonable to expect Ii gradual ulOudica
tlOU of the pohtlcal SItuatIOn m the Ilcar future. 

Let us now lmefiy reVIew the more Important of 
the industrIes of Indut The mdustrIes al'e usually 
classified under the following heads: (1) texttle 
fabrics and dress, (2) food, drink, and stimulants; 
(3) metals, m~talhc manufactures, preclOus stones, 
and minera.ls; (4) glass-, earthen-, and stone-ware, 
(5) 'building requisitJeB; (6) light, fuel. and forage; 
(1) vehlcles and vessels, (8) wood, cane, leaves, <etc.; 
(9) drugs, dyes, gums, and chemicals; (10) leather, 
horns, etc.;' and (11) Ill'ticiea of supplementary' 
req1lire\Dents, . 

The obiet 
IDllu8tIle8 • 
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Weavmg is the most Important industry of the 
country next to agllcnlture Handloolll-weavmg 
reached a peifectIOn m the produetIOn of fine cloth.s, 
the IndIan muslms were, 111 fact, fabncs of llllI'lvulled 
delIcacy and beaut.y The prellIIllnary processes of 
ginllmg, deamllg, plessmg, and Spllllllllg are also 
important llldustries by themselves. }<'ormerly, 
cotton used to be hand-gullled, mostly hy women. 
But now hand-gmlllng hus lJCCll sl1l'crsedeu to some 
extent' by power-gms. Uleamng and pn'flsmg are 
veey often combined with gmmng 1Il the sa.me 
faetones. SpmDlng of thIead was, alld to some 
extent still IS, a domestIc mdustry-the clnef occu
patIOn of women The mdigenous method IS slow 
but cheap. 1I1r Havell thmks that tI1ls method' 
cannot be matenally Improved, and rf'commends the 
establIshment of more splllnmg mills Hand-loom 
we!1ving has suffered greatly III competItIOn With 
Manchester, and hundreds of thousands of workers 
have been thrown Olit of work The weavers of 
Bengal, whose fame at one time extended over 
Europe, have suffered most flOm foreigll competition. 

Weaving lIulls have been establrshed III varIOus 
paI'(is of the country, but a large proportIOn of the 
population is still dependent on hl1nd-loom weaving. 
Hand-loom weaving, however, is more expensive 

• , f 

than power-loom weaving. As Mr. A. C. Ch&tterjee 
pomts out, the comp~ratIve cost of wea.ving a poqnd 
of cloth by power-loom III Ebgland is 14 pies, by 
pow~-loom in India 17 pies, and by efficient hand
loom in India 21 pies. Experts, however, think 
that there are several factors in fav-our of the 
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hand-loom, whIch may be Rummell up as follo",s. 
The amooot of fixed capItal needed IS small, the 
coarser hand-loom artICles are stronger and more 
durable than those produced by tbe power-loom, 
artIstlC and nchly-ornamented artICles can be pro-
duced only by the hund-loom, the bawl-weaver 
pORsesses conslllerable advantage m hUl mhented 
skill, he has a low standard of hvmg and com bmes 
the lIldustry WIth other oecllpatlllI1S, nolal)]y agri-
culture, women who, on account of the social 
customs and the system ot seclusi0I1, ale generally 
debarred from workll1f! 1Tl the factuIlcs, can find a 
place III the mdustry) the hand-Vvnrkor who works 
on Ins own aecoullt wOlks halder and takes greater 
interest m Ius wOlk than the faetOlY labourer I 

The fact that hand-loom weavmg has not entIrely 
dle!l out has led many people to hope that the 

Advllntageo of 
the band-loom 

mdustry may yet be saved. Mr Havell and Mr. VIews of Mr 
Havell and Mr. 

Chatterton t1nnk that,·by the adoptIOll of Improved -Chatterton. 

methods, the hand-loom may successfully eompete 
WIth the power-loom. TIns belIef, howevel, IS not 
shIned by other experts, who find in the estabhsh-
ment of weavmg nnlls the enly means of meetmg 
European competltlOll. 

Among the means of improving the hand-loom 
lIldustry whICh have been ,suggested from time to 
time.th6 following are worthy of mention (a) the 
spre,a.d of elementary educatIOn.so as to raIse the 
lIltellectual standard of the commumty; (b) the use 
of effiCient hand:.looms, (t') improveme~ts in pre-

1 Vide A. C. Chatterjee, Notes on the Indll8tneB qf the Umted 
p~. 

Suggestions for 
Improtemeot. 
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lllninary processes, (d) co-operation among weavers, 
(e) demonstratlOn to the weavers of successful 
experiments, U) cheap credit, (q) advances for 
improved apphances, (h) better touch of the weavers , 
with the cURtomers so that they may know the 
u6mantl of the market; (i) the establIshment of 
small hand-loom factolles. 

Weavmgmill.. Dunng the last twenty-five years there has been 
a great dm elopmellt of the Ilull-weavlllg industry, 
especIally III Bombay and the lentrall)rovinces. The 
produce of these mills IS now able to hold its own 
agamst formgn produce. It IS believed that the 
suggested aoohtlOn of the excise duty on cotton 
manufactures will lead to a further growth of the 
weavmg mdustry. 

Silk· weaVIng The process of weaving silk is the same as that 
of cottoIl, but It requires greater carr and hence 
the use of a speCialised kind of machmery. The 
greater part of the silk produce IS done by the 
hand-looms. ~ilk: factories have, however, been 
established III Calcutta and Bombay. 

XnittlDg. Allied to weaving is kmttmg. This industry 
has received a great impetus from the new spirit 
It can give employment to a large number of 
women who may be engaged to work with machines 
in their own homes for piece-wages. Other cotton 
industries are those of rope-ma.kmg, carpet-making, 
tent-making, etc. Cotton carpets or dam form the 
subjeot of an important industry in the United 
Provinces. Artistic work on dress was at one time 
very 'much in demand, but 18 now in a declining 
state. 



PRODUCTION 91 

The indigenous woollen industry of Northern IndIa 
suffered much m competiLIOn wILh cheap German 
goods. Attempts have been maue during the last 
twelve or fifteen years to tlevelop the mdustry on 
modern lmes. In the Punjab and the Umted 
Provmces, a number of woollen nulls have been 
started, those at Dhanwal anu Cawllpore being the 
most important of them Woollen carpets of good 
LJ.uahty are made III the U Dlted Provmces. The 
scarcIty of raw matenal of a good quabty IS an 
obstacle to Lhe growth of the mdustry. 

Jute supplies the raw matenal for the manu
facture of gUllny bags and thmgs of the sort. In 
Bengal, there has been an Immellse development of 

"the mdustry durmg the last half a century. MIlls 
have been establIshed on both banks of the 
Bhaglrathi, and also III several parts of East 
Bengal. Tills mdustry is entIrely m the hands .of 
Europeans 

The manufacture of paper was at one tune an 
extenSIve hand mdustry, but now it has almost 
died out. Paper mills are now workmg at fleveral 
towns, but they can hardly be saId to be III a 
flourishing condItIOn. 

Dyeing was at one time a very thnving industry. 
but the natIve dyes, though better and more lasting, 
have to a large extent been replaced by cheap 
aniline dyes. Dyes are manufactured from various 
Stuffs, sucl'i as indIgo, catechu, aI, safflo~er, lac, and 
turmeric. The manfacture of coal-tar dyes has bflen 
begun in some parts of the country, but. newhere 
on a. fa.irly la.rge scale. 

Woollen 
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/the manufacturing industries connected with 
fU-grains are rice-hulling, wheat-IDlllmg, bakeries, 
&£ blscuit manufactures. Flour mills have of late 
been started in many towns, but in Northern IndIa 
millmg is stIll done mamly by hand. Small 
machines are now extenslVely used for rice-hulling, 
and handy flour-nnlls are also corning into general 
use. In Bengal and the Punjab, several biscuit 
factories ha.ve been started 

Sugar was one of the important mdustries of 
IndIa, but it can hardly be said to l,e now in a 
flourishmg state Refined IndIan sugar fails to 
successfully compete With imported sugar because 
of the wasteful methods employed. WIth the 
adoption of llliprovements m the method of presslDg" 
the cane, of bOIling down the JUIce, and of sugar 
refining, together with an lmprovement lD the pro
duction of the raw material, the mdustry is likely 
to thrive once more Several small sugar factorIes 
have been started m the country. A large factory 
has been established in Behar by European capital 
and under European supervlslOn 

Leather mdustry IS progressing m India at the 
moment Chrome-tanning, which was first Legun 
in Madras only a few years ago, has now been 
adopted in almost every part of the country. 
Tanneries have been estabhshed all over the 
country, the most important centres of manufacture 
being Agra. Cawnpore, Calcutta, Bombay, Guttack, 

AWd Madras. 
Oils and oil-soods form the subjects of useful 

industries throughout the country, but there is 
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ample room yet for their further expansion. The 
cotton-seed industry has materially helped to m"ke 
the Umted States one of the foremost among ttle 
mdustnal natIOns of the world The export of 
cotton seeds mvolves an Immense loss to the 
country, and the development of industnes in 
connection wIth them IS sure to be useful both 
m a direct and 1Il 1l.n indirect way 

In the metal industrIes many of the local handl- Metal mdus-
trIes crafts attalIl to conslderaLle magmtude. " The 

high qualIty of native-made iron," says f:hr Thomas 
Holland, "the eady antiClpatlOn of the processes 
now employe(l III Europe for the manufacture of 
steels, and the artlstlC products m copper and brass 
gave IndIa at one time a prominent posltlOn m the 
metallurglCal world." 1 Copper and Llass vessels 
which are necessary artlCles m every household 
are even now manufactured in every dlstrlCt. The 
chlef centres' of manufacture are, however, Mur
sllldabad, Srinagar, Benares, Mlrzapur, Moradabad. 
and Mysure. The artistIC and Jewellery works of 
Multan, Cnttack, Madura, Poona, and other CIties are 
famous all over IndIa. Busmess in these arts is 
usually done on a small scale by blacksmiths aDd 
silversmiths, of whom one or more are f'Jund 1Il 

every town and village. Cutleries have been in 
eXIstence for some years in different parts of the 
country. The lock-works of Calcutta, Aligarh, and 
Hathra.tl!, have beon doing very good business. The 

I Sir Thomas Holland' rightly ea.;V.i: "In anOlent tImes the 
people of India Beem to have mented their fame for metaIlurgtoal 
skill" (me hiS Sketch 01 the Mi9oero.l Resourcu of Indsa). 
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manufacture of steel trunks is becoming a very 
usefu~ industry. The alummium mdustry of Madras 
has become important during the last twenty years. 

The wasteful indigenous proceBlt, of smelting 
iron in small furnaces is a great draWback in the 
growth of the iron mdustry. Several Iron and 
steel factones have, however, been recently estab
lished The Tata Iron and Steel Works have 
started work on a very large scale. The railway 
companies have their own workshops, some of 
which are of considerable SIze. 

The manufacture of glass by the mdigenous 
method has eXisted from very early times. Bangles 
are made of crude glass obtained from reh or s§:hne 
deposits on barren land Flasks, inkpots, and" 
such other sllall tlungs are blown from crude glaRs 
Glass factories were a few years ago starten in 
se:veral places, SODle of which had, ilOwever, to be 
closed. The one at U Dl balla IS reported to be 
working well. It is, however, workmg under one 
grea.t dISadvantage. Uoal for the furnace has to be 
brought from a great distance. The other diffi
culties which the glass industry has to contend with 
are: want of skilled labour, mexperience of the 
requirements of the Indian climate regardmg 
furnaces, and difficulty of glass blowmg in hot 
weather. 

Woodwork and carpentry are still in the main 
ha.nd industl'les. Saw mills have, however, been 
established m many parts of the country. 

The once flourishing chemical industries of India 
have been almost staInpjd out by the foreign 
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manufacturer The for61gn chemIcal product has 
obtamed a supremacy In India, however, not merely 
because it is cheaper, but mamly becaufie it can be 
depended on fu.r umfonmty of qualIty. e.everal 
factones-the cillef among them bcmg the Bengal 
ChemlCul Works of Calcutta-have dnrlllg the Jast 
few years been dOIng very gOOll work 1ll the way of 
revivmg tho chemICal mdustnes 01 IndIa 

Perfumes and essentIal OIls arc Important muus- Perfumes, ete. 

tries III the Umted ProvInces Gbazlpur, Jaunpur, 
and KanauJ are famous for the pro(lllce of ~tr and 
other perfumes, rose-water, antI van OUR kmds of 
perfumed OIls. A few perfllIllery faetones on 
western models have been cstahhsbed 1Il Cal,mtta, 
Irombay, and SOIlle othel CItieS Suap IS manu-
factured by the lll(\.tgenollB process, and also in 
factorIeI:! 011 modern hnes. The soap factories of 
Calcutta and Me,rut do work on a faIrly large scale .. 

The tobacco-industry IS very extensIve, and IS Tobacco 

growmg lJl magmtude A tax on llllported products 
18 likely to gIve a fillip to tho In(hgenous mdustry. 

DaIry-farmIng IS more akIn to agrIculture than Dairy-farming 

to manufacture. It ought to be a fiouflBhing 
industry in IndIa, but unfortunately IS m a langUld 
state. The supply of milk and its producfs, such 
as butter, ghce, matAa, etc, has now greatly con-
tracted. The best efforts of the people shOUld be 
directed towa.rds an industry whlCh would flupply 
them With the best and most nutrItious kmu of food. 
For this purP'IB6, the improvement of cattle and an 
inorease of grazing fields are absolutely essential. 

The following ta.ble gives the numbers of the 
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larger industnal concerns which existed at the end 
of the year 1908-1) 1 

Cotton mills, 
Jute' " 
'Voollen " 
Paper " 
Arms and ammunitIOll factOlIOR 

(Go\'o"nment ), 
BrewerIes, -
Cotton gmnmg, clea'illllg aml presslIlg 

mIlls and factofleR, 
Dockyards, 
Indigo factonc<" 
Iron and blaBS foulldnes, 
.r ute presses, 
I,l1c factOI'le5, 
Petroleum refinerlCs, -
J)nntmg pi es~e~, 
RaIlway worhhops ttll!l factories, 
RICe mIlls, -
Sa\\" " 
SIlk filaturcs, 
Sugar factorlCs, -
TIle 

" 

52 
5 
9 

16 
24 

1173 
:l:3 

111 
~R 

152 
82 

5 
120 

92 
:l0:3 
106 
64 
24 
98 

The space at our command doeR not permit us to 
give a full acconnt of all the mdustnes of India, ana 
we have to conten~ ourselves With a bnef and ra.pld 
survey of the most Important of these. The POSSI
bilities of industrial development a.re immenae, and 
India, With her command of the raw materIa.ls, 
ought not only to supply her own' needs but to 
furnish other countries with manufactured products. 

1 These stabstiQ8 are only for worlnhbplloof faotorIes ~mploymg 
a daily a.veragtl of fifty persons or more. The nUIQtIer of joint. 
stook companies regIstered ll) each prOVlnce iD 1900 and 19O!J 
respectively wlll be folUld m &II Ap~lX. 
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But to attain this end, an enormous increase of 
capItal, the proper traInIng, of labour, and the 
adoptIOn of Improved methods of work wIll be 
necessary. 

From Ollr reVIeW of the industrIal situl;I,tion we 
have seen that the system of small-scale productIOn 
stIll largely prevaIls In IndIa, but If I some of the 
mdustrIes productIOn on a large scale has begun 
The questIOn whether the people of IndIa should 
stICk to theIr old systcm of hanrhcrafts, or adopt, to 
the full extent, the new system of productIOII by 
maclllllery and large capItal, Involves so many 
knotty pomts that It IS not possIhle, 01' even deSIr
able, to answer it In an off-hand way. It, IS un
demable that the effiCIency of the productIVe agents 
IS greater m Illany ways m large plOductlOns than 
III small ones 1 But there are some dIsadvantages 

I The ~vantages of largo-scale prouuctIOn m!Ly be summarIs~d 
as follows (1) Better claSSIficatIOn of labour acoordlng to Its 
capaCity; (2) tho use of up to-date and speCiahscd machineI') , 
(3) apphed maohlnery CI\n be 80 adJusted as to give full employ
ment to the motIve powers, (4) Improvcments can be more readIly 
adopted; (5) inventIOns oan be encoUllLged; (6) expert skill can 
be employed to a greater extent; (7) better selectIOn of materIals 
and of proo6Bses IS possible; (8) pureftases are made In large 
quaptltles and henae oheap; (9) sales are wholesale and henoe 
not trou'bleBOme,-and often aggregate profits are higher, though 
the ro.te of profits ma.y be low; (lO) competent managers may be 
appoblted for ~he oontrol of the dIfferent departments; (11) the 
!)tlad of the firm IS left free to deal WIth the larger questions, and 
kl exercIse & general supenntondence; (12) bye-products are 
atilised •• 00 $yen emill tbmgs arc not thrown away. The 
~io dipdvaiU&ges are: (1) very gte&t lOBS arises from a 
lhange in t1atI. ~_d for eommodltl«e; (2) tll~ 008t. of lIuperln
~dtrloe 'is oif.en large; (3) the interest of the paId managers 18 

L~ G 
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even from the economIc standpolbt. It IS, however, 
clnefly on moral and social grounds that ObjectIOn IS 
made to the system of large-scale productIOn. Under 
that system men tend to become mere rnachines,
drudgery IS destructIve of all mitIative and in
dividuality. Again, the massing together of large 
numbers of people leads to physIcal and moral Ill
health. Further, while the system of small-scale 
productIOn enables a large number of people to hve 
mdependently, the large-scale system raIses a few, 
often at the expense of the many. Already we find 
a revulsion of feellllg in the west among Rome 
of the tlnnkers rIn countnes where the capitahstlC 

Isystem has heen pushed to an extreme, wide-spread 
destItutIOn is found 111 the mIdst of the greatest
abundance t "The tramp," says Mr. Henry George, 
"eodies with the' locomotIVe, and. allUshonsell aud 
pr~sons are as surely the marks of 'material progress' 
as are costly dwellings, rich warehouses, and magni
ficent churches." 1 He goes on to observe, "The 
assoCIation of poverty wIth progress IS the great 
enigma of our times.2 I t is the central fact from 
wInch spring mdustrlal, social, and pohtical difficultIes 
that perplex the world, and with whICh statesman
ship and philanthropy grapple in vam." 8 

much less tha.n that of the small proprIetor; (4) la.rge industnes 
are not posmble or profitable unless there IS a sufficient demand. 

1 Henry George, Progres8 and Poverty. 
~THe distnbutlOn of BritIsh Incomes (in 19(4) is thus oa.lou

la.ted by Mr. L. C. C. Money· "rich, 11 rnilhon-£ll85,000,OOO ; 
comfortable, ~f milhons-£245,OOO,OOO, roor. 38 milhons-
£880,000,000." . 

a Henry George, Progrus and Poverly. 
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This IS undoubtedly a very complex problem. It Th(' induatrl .. l 

IS obvious that an muustrial revolution has com- revolutlOD 

menced III India. Whether such revolution is a 
deSIrable thmg or not is a question on whICh opinion 
IS hopelessly uIvIded. There are some who not only OpinIOns for 

welcome the revolutIOn, but are even prepared to and agamst It 

hasten it aA much as they can, there are others 
who curse It and WIsh that It could be stopped. 
On the one hand, it 1S bf'beved that the regeneratIOn 
of the country will come through an mdustrial 
revolutIOn, on the other, It is feared that the 
matcrialism of the west wIll destroy the spirItual 
Ideals of the people and draaen the finer elements in 
their nature. One class of persons look confidently 
to the change for an economw nllllenmurn which 
WIll brmg wealth and prosperIty mto the country, 
another class are appalled at the prospect of the 
Immense misery that IS lIkely to come in the trajn 
of the revolutIOn. 

In the midst of such confhct of opinions, the 
economIst would naturally find himself m a difficult 
posItIOn when called upon to gIve advice. On a. 
careful consideratlOn of the pros and cons of the 
matter, he would' probably find that an element Element of 

of truth underhes each of the two rival sets !~!.~ ID each 

of opmions He cannot deny that in the west 
enormous wealth stands side by side witl1 abject 
poverty. He cannot forget the fact that the 
Industrial RevolutIOn m England and other European 
countries was accompanied by great e'9'i!s-" the 
tears of homeless women and the cries of hungry 
children." ;He would recognise that competitive 
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economics-under which there is 8. tendency for 
"the rich to grow richer and the poor to become 
poorer "-may be unfalr in lts behaviour towards 
the weak. He would be alIve to the grave danger 
of the new system affectmg the slmple life of the 
people At the same tUlle. he would not overlook' 
the sImple facts, llamely, that the industnal change has 
already made Its appearance without any Invitation 
from the people, that It IS not in the power of any
body to prevent It, that It is bound to grow and 
expand agamst all odds, and that If the people of 
the country will not take advantage of It, others 
will The only advlfe whlCh the economist can, 
under such circumstances, offer to thc people would 
be to ask them to take tlungs as they are, instead of' 
fighting agalDst the inevitable, to profH by the 
expenence of other natlOns, and to try and mimmise . . 
the evIls of an mdustnal change. I He would even 
try to harmonise the old and the new, hy taking 
the good from each and esC'hewing the eVIl. 

One of the cluef means by whICh the eVIls of 
capitalism may be mmimised in some degree is the 
adoption of the prinClple of co-operatiou.z 00-
operat\on has produced great reaults in Europe and 

1 Dunng the 1a.st half century senous efforts have heen made 
ln every (llviliseli country to a.mehora.te the condItIOn Of the worK' 
Ing classes. As a mattElf of faot, Immense progress In well·bemg 
has been made dunng th"eae years. 

~ It 18 true tha.t one of the chief felturas of the mduatrial 
revolutIOn IS the substitutIOn of competItIOn for the old 
regulatio1lll whICh used to control the produ.ction and di8tri~tlon 
of wealth; but It 111 open to doubt whether competition is hkely 
to be a perm'anent factor in intfustry in the future. 
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America, and there is no reason why it should not 
succeed in India.1 Co-operation, however, pre
supposes the existence of certain quahties, espeCIally 
those of business honesty, confidence, and sense of 
duty, and they must be cult1vated by those who 
wish to engage in lJUsmess. 

Even if the large-scale system be adopted m 
India, small mdustI'Jes need not dIe out. Some of 
the small mdustries may be made successful with 
the help of co-operatIOn. In one dass of cases, the 
small manufacturers possess such mherent advan
tages that they cannot be supplanted by large 
producers. In others, the small 1Bllustrles may suc
cessfully compete with large ones. ,r apan 1S st111 a 
country mamly of small industries. The success of 
suell industrIes m .Japan, however, is due partly to 
the effiCIency of the workers and partly to the 
protection gwen to them by the state through -the 
system of high tanffs SonlPtmles, small lIldnstrles 
may flOUrIsh s1de by SIde wlth large ones, to meet 
supplementary demands 

8malIllIdus
tiles need Dot 
,he out 

Let us now consider a very important topic IndustrIal 
e<iUoatlO11 C'ollnected WIth mdustry. IndustrIal educ&tion is 

undertaken in every ciVIlised countr,y eIther by the 
state or/under state gUldance and control. In the In foreIgn 

United States, every single sta~ has a college where countn~s. 
techmcal ,educ!1tioq is imparted, which is absolutely 
free. Germany, France, and England spend large 

I For an &OOOWlt of the subject see Fay, Co-operataon at HO'IlIe 

and Abroad. It must be admItted that eo-operatIon has not yet 
Bucoeeded to the same eJrWnt in produotlOn as lD distnbutlOn. 
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sums annually for thIS purpose, and Japan is not 
behind-hand in the matter. Bllt m India the matter 
has been sadly neglected, and technIcal educatIOn has 
not yet been undertaken on a consIderable scale 
either by the state or by indlVldual effort 

Of recent years, the question haR engftged the 
attentIOn of the Government who are col1ectmg 
information from varlOUS sources 1Il oruer to do 
something 10 the matter. Some of the :Feuclatory 
States of Indm-the clnef among them LCHlg the 
enlightened state of l~aroda-have also reahsed Uw 
necessity of mlpartlllg a sound system of lIlstructlOIl 
in 'the arts and ind{lstnes, ami have Leen makmg 
earnest efforts to remoVl' tlw long-felt want. • 

In 1890, an mdustrial sUf\'ey was made 1Il Bengal, 
and in the report the neceSSIty of techmcal c(luca
tlOn Was clearly pOInted out. The Govelllruent 
instructed some of the dUltrlCt hoards aull munici
pahties to start technical schools on Il small scale, 
In Bombay the VIctoria JuLllee InstItute was 
started with assIstance from the Government. ThIS 
institution has smce then been domg good work 1lI 

training mechamcs for empl?ymel,lt 1TI the uulls 
Technical schools have been started at a £ew centreH 
in some of the other provinces, but none of them 
have yet attained to any considerable magnitude. 

The Government Engineering Colleges at Hoorke, 
Shibpur. and PODna., though they can hardly be said 
to be imparting industrial education, teach subjects 
a.llied to it. In the Shibpur Engineenng College a 
class has been started for motor-car Q.P6 USJ!.tI.!i. and it 
is proposed to start lectures on other industrial 
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subjects. The Behar School of Engl.lleermg Imparts 
mstructlOn in the SCIence of engmeermg up to a 
moderate standard. The techmcal schools at Dud
wan, Dacca. Kurseong, and other places, tram work
men for workshops. 

Independent efforts are also being made in thIS 
matter m almost every provmce The llIstitutlOns 
most worthy of nutwe are the AssociatlOn for the 
Advancelllent of SCIentIfic and IndustrIal EducatlOII 
and the Bengal Techlllcal InstItute The former 
was stalted III 1904, awl Slllce thell has been send
lllg out every year young mon to fureIgn countrIes 
for mdustrlal trallllllg. Many of the students who 
have returned after a successful career abroad have 

• mther started factories on theIr account or found 
employment III existll1g rmlls and workshops. The 
Bengal Techmcal Institute was started in 1906. 
TillS Illstitution has recently been amalgamated wlth 
the NatlOIlal Council of EdllcatlOn. It has arrange
ments for teachmg Borne of the more IlIlJlortant 
bmnchefl of techmcal lllstructlOIl, such as mechamcal 
and electrIcal eng).neering, technological chemIstry, 
sheet-metalling, economic geology, etc. The IndIan 
Association for the CultIvatIOn of Scwnce imparts 
instructIOn in practical ehemistry and other simIlar 
subjects The Indian Institute of Science-whIch 
OWes Its foundation to the mumficence of the late 
Mr. J. N. Tata-though not in itself a technical 
college, is sure to prove very useful for the higher 
study of technical subjects. The Mahila Supa 
Sanuti of. Calcutta. has set itself to a Vf'·ry important 
side of technical ellucat.ion, na.mely, the <training of 

Independent 
met. tutlOll •. 
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women in the domestlC arts and industries. _ !juch 
good work IS also bemg done by IlllsBlOnary Utetles 
in dIfferent parts of the country, but the standard 
they have kept in view is very low. 

Unfortunately, the efforts WhICh have hltherto 
boon made III the matter of techmcal education have 
not yet been attended with eomplete success. The 
fallure has been due to the fact that the faClhties for 
technical instruction have not so far been avaIled of 
by intelligent and earnest young men. Only those 
who were likely to be hopeless fallures III other walks 
of life have sought for industnal education, and It IS 

no wonder that they have profited lIttle by it. Of 
recent years, however, a greater attractIOn for It has 
become discernible among the better classes of young 
men III the country. 

The modern system of technical education is 
di.fferent from the mdigenous system. Under the 
old system every young man used to go through 
hIS period of apprenticeship in the profession of hlB 
father, and, on his attaining 'manhood, became a 
member of his caste-gmld. He could not leave the 
profe8Sion proper to his caste and adopt some other 
The new system does not recognise distinctions of 
caste, but admits yOlJ,ng men of all cla.sses and 
creeds. One of its influences has thus been tJ 
undermine the caste-system. 
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DISTRIBUTION 

I RENT 

HENT in IndIa depends on the mtemctlOn of three 
forces-custoIIl, competl tlOn, and lcglSl:ttlOn. In 
~nClent days custom was the chief regulator of rentb. 
With the iucrease of populatIOn IWI) tbe gradual 
dlsappearance of' the senu-soCIalIstlC Ideas wInch 
used to govern the mutual relatlOl1l::! of the rnemLffs 
of the anClent village commumtles, rents began more 
and more to be regu!ated by competltIOll ThIs led 
to great hardship m many cases, and the Government 
had to intervene in the mtel'l'sts of the tenant. 
The rent laws dlffer in the dlfferent provinces, L~t 
their general effect is to put a check on the power 
of the landowner to raise .rents at his pleasure. 
The rent legislation itself starts from a baslS of 
cllBtom, and, while accepting the legitlmate mfluence 
of competition, seeks to confine It wlthin reasonable 
limits. It aUns not so mucn at the curtallment of 
advantages naturally accruing to landlords as at the 
maintenance of rights already conferred on tenants 
by Qustom. Custom is, therefore, still, to a large 

Factors whiCh 
rlot~rmlDe 
rent custom, 
competltlOn, 
leglslatlOn 
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extent, the foundation of Indian rents. The 
Ricardian doctrine of rent IS not abeolutely trlJc of 
any country in the world. The conditlOns whICh It 
assumes do not eXIst anywhere m the fullest degree, 
but m the Umied States and III England all 

approXImatIOn IS made to these condltIoIls, and to 
that extent the doctl me has appll<'atlOn to those 
countrIes. In Indta, they are consj:HcuoUS by their 
absence; and, consequently, the theory can hardly 
be saId to hold good III Imlia. Here rent does not 
necessanly represent the difference between the 
produce of any partlcular plot and the plot on the 
margm of cultivailOn, hut IS a more or less defimte 
charge. ProductivIty IS, no doubt, a factor m tho 
determmatlOn of the actual rent of any plot, but °It 

is only one of several factors Relit IS often an 
element III the cost of agricultural produce. 
• The actual rjl.tes of rent in any part of the 
country depend on the relatlve strength of the thn'o 

The relatIve factors. Where the influence of custom IS very 
iailuenoe. of 
the factors. stl'ong, it would overe:ome the llIfiuences of other 

factors. Where It is weak competItIOn has its way, 
unless it is checked by law. In sparsely-populated 
tracts, such as Assam, Central Provinces, and 
Rajputana, rents are low. In some cases, tenants 
are invited to occupy land by allowmg them to hOld 
.it free of rent for the first few years In the 
densely-populated parts-namely, tie tracts of heavy 
rainfall, or those wa.eered by the great rivers
competition for land is very keen, and the land· 
owner is often a.ble, when not prevented by law, to 
rack-rent the tooantE!. If custom and hw be 
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regarded as constant' quantities, any change in the 
force of competItIOn would necessanly change the 
rate of rent. In the early days of BrItish rule, the 
population was much smaller than what It is now. 
Land was abundant and tenants were fewer. Hents 
were, therefore, comparatIvely low The popula
tJOU has SlUce mcrem,ed Moreover, owmg to the 
decay of manufacturing industnes, a larger pro
portlOl1 of the people IS now engaged 111 agnelllture 
than before The competltliln for land haH thus 
becomc keener lU most places, and, com,equently, 
rents have gone up. In the lal'gel CltIeS, rents have 
nsen very hIgh. 

Rents, as a rule, rise wh~n there lB a rise In 

pi'ICes, but not proportwnally. Genemlly they !'lSP 
conSiderably after pnces In SOllle cases, howen'r, 
a nse III prICes does not eutall au mcrease of rents 
at aU 

R,se of renta. 

COnlJectlOD 
between rents 
all,l pnces 

l<'ormedy, rents used to be paJd III kmd. At the Cash rents and 
lents IU kmd. 

Lime of the reapmg of crops the representatlYe of the 
landlord used to be present In the fields, amI a 
dIVIsIOn of the produce was made letween him and 
the tenant. ThIS system was very advantageolls to 
the tenant. If crops faIled, the tenant ,va.s not 
compelled to pay hIS rent in full. The system still 
obtains, to some extent, in the remote villages, lut 
cash rents have been generally substituted for such 
rents. These ~tter are less flexille than rents in 
kind. The legislative provisIOns deal JJ10stly WIth 
money ren,ts. 

The systems of tenure under which land is held Systems of 
teuure . are va.rious. Rougbly !Speaking, 'the tenants or 
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holders of land may be divided mto two classeR 
The first class possesses, accordmg to ImmemorIal 
custom, a right of permanent and herClhtary occu
pancy in the land so long as they pay the rent that 
is due. The amount of rent depends mamly on 
custom In some caseR, they are entItled to hold at 
permanently fixed rates, and theIr rIght IS hentable 
and transferable, in others, the rent can only be 
enhanced on certain grounds The second class 
conSIsts of those tenants whose term of lease IS 
hmited to a number of years, and of tenants-at-wlll 
who may be eVICted at the clmle of any agrIcultural 
year. The amount of rent payable by tenants uf 
thIS claBB depends on the bargam whICh the CUltl
vator can make WIth Ius landlOld. 

Tenants of the first class, together with those 
cultivators who 'own theIr lands, may br deSCrIbed 
.as peasant-propnetors.l TheIr condItIOn IS mcom
parably better than that of the cultivators of the 
second class. In all matters relatmg to materIal 
prosperity, such as the possessIOn of cattle, dweilmg
houses, and well-wllltered fields, the superiOrIty lies on 
the side of the cultivator-proprietor or the occu
pancy-tenant. "The magic of prop~rty," of which 
Arthur Young speaks 80 eloquently, has its effect III 

IndIa as elsewhere. The peasant-proprIetor is the 
most uncontrolled arbiter of his own lot. The COIl

dition of the tenants of the second class !B generally 

1 Of. J. S. Mill: "The Idea of property does not necessarily 
imply that there should be no rent It merely Implies that the 
rent should be a fixed oharge. What IS wa.nted is seounty of 
possession on fixe<:! tenns" (vide Princlple8 of Political Economy)· 
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wretched. The economic and moral value of the 
3ystem of peasant-proprietorshIp IS lllilliense, ana 
Lhere can be no surer means of Improvmg the condl
~lOn of the Indian cultIvator than to confer on him 
[mlltcd nghts of property 1 

So much about the rent of land used for purposes 
of cultIVation and bmldmg. The rents of mmmg 
lands stand on an entrrely different footing 2 

In practICally all the Feudatory States, the mineral 
nghts belong to the respectIve Hulers, and con
cessions are granted for mlllmg and prospectmg 
under rules that mvolve a eel' tam amount of super
VISion by the Government of India. In parts of 
Bntlsh IndIa also, the minerals have bePD ceded 
with the surface rIghts ~)y terms of settlemenli, 
but m the rest of India, the Government retain 
nght,s over the nnnerais and grant conceSSIOns for 
therr exploitatIOn m accordance WIth the terms of. 
Rulcs framed by the Government 

By these Rules, explonng licenses for one year 
can be obtamed, but they gIve no exclusive or 
perpetual rIghts, and there 18 llo prohIbitIOn any
where agamst free exploratIOn in unoccupIed and 
unreserved land. Prospecting l'Wenses are granted, 
under certain conditIOns, over restricted areas for a 
period of one year, renewable for a second and a th'ird 
term. Such licenses carry an indefeasible claim for a 
subsequent rnin21lg lease for any mmeral other than 

I In England, I\, 8ystem of peasant-propnetoI'8111P 18 being 
encouraged at the present moment under the provisions of the 
Small Holdings Aot. • 

2 Vide Sir T. Holland, Sketch of the Ytneral Ruourcll8 of hldl!'£. 
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precious stones over the same or a more restricted 
area 

Local Governments may grant rn~n;l1g Icasc8 fOl 
penods of thirty years, which may be renewed for 
further perlOus wIth the sanctlOn of the Impenal 
Government. Every such lease contains such con
dItions aud stipulatIOns as the Local Government 
may think necessary III each case. 

Under the rules, the lJroSpecttl1g rent charged IS a 
1110uerate rent not exceeding one rupee per acre 
Every lessee has to pay a surface rent, the rate 
bemg assessable under the Revenue or Rent Law 
of the 'ProvInce; or If no such rent is so assesRable, 
the rate which may be fixed by agreement, subJect 
to a maximum of one rupee per acre In addltIlln 
to this, he has to pay a royalty at, certam speCified 
rates. The lessee has also to pay every year after 
the first year a fixed yearly dead rent, but no lessee 
};as to pay both royalty and dead rent in respect of 
the same lease, but only such one of them as may 
bA of thA greater aJllount. 

The question of the ownership of land is one 
of the many unsettled questIOns of Indian EconomIcs 
In Europe and Amenca, natIOnaitsation of Il1nd IS 

the favounte ideal not only of socialists but also 
of many scientIfic economists. The influence of this 
ideal has made itself felt in India, where there is a 
tendency among the officials to regard the Govern
n\ent as the universal landlord,-the ultimate pro
prietor of all lands,-and to consIder the revenue 
taken from the people by the state as the nature 
of rent. Some go further and draw the legitiIDate 
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conclUSIOn from such a theory that the Government 
would be JustIfied m demandmg as Its revenue the 
whole of the economIC rent. An attempt is often 

• made to prove hlstorwally the correctness of thIS 
VIeW,1 WIthout entel'lng upon the dIscussion of 
the technicahtIes of tlllS questIOn we may say 
that, for economic purpm,es, each of three classes of 
Versons may be regarded as havmg a limIted rIght 
of proplletorslup,-the tenant, the landlord or 
zemIndar, and Lhe Government The Government 
Itself IS the dIrect ownCI of large plots of lawl, such 
as waste land, land WhICh has been forfeIted or 
lapsed to or purchased by the Government, and 
uJl publIc land. WIth regard to these, the state 
stoods on the same footmg as a pnvate landlord, 
the only dIfferel,}ce uemg that thl'Re lands have not 
to pay any additIOnal land-revenue Rents of 
such lands are governed hy pretty much the same 
prInClples as those of private lands. 

2 WAGES 

In the old VIllage COIDmumtws, wages as such 
dId not eXIst, bnt all labourers were renlllnerated 
by porLions of the produce. Custom stlll influences 
wages to a large extent, the amount of mfluence, 
however, vanes accordmg to the nature of the 
lndustry and the enlightenment of the labouring 
population. Broadly speakmg, it may be saId that 
wages are ~omparatively fixed. They are not half so 
elastic and responsive to changes of circumstances as 

1 See chl\p. Xli. 
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in Europe and America. They do, no doubt, fluctuate 
on eIther side of the customary rates, but sllch 
fluctuations are always confined withm narrow lumts 

CompetltlOn IS, however, becoming dally more 
and more Important m the regulatIon of wages. In 
those parts of the count.ry m wInch agriculture is 
the chief occupatIOn of the people, there 18 vpry 
lIttle demand for hued labour, and consequently 
a low and non-progressive scale of wages IS found. 
ThIS IS specially the case where the populatlOn 18 

very dense.1 But a great density of populatIOn 
does not always cause a low rate of wages. Where, 
SIde by SIde WIth hIgh densIty, there IS a great 
demand for labour, wages are hlgh. In the citIes, 
for Instance, wages are hIgh. So also, wherever °a 
demand of labour IS created by large undertakings, 
such as the establIshment of milla or the construction 
of raIlways, wages nae. On the other hand, III the 
sparsest parts of the country, wages are exceedingly 
low, because there IS no demand for labour. But 
thuugh competition IS an active factor, the scope 
given for ItS operatlOn is Hnnted. Labour is still 
comparatIvely immobile The Clrculllstances which 
cause the movement of labour are rare, and tbe 
low standard of subSIstence of the labourer, his 
social sentimen ts, and hIS ignorance are against 
such movement. 

1 Many eoonomlBtII rega.rd the current dootnne of wages 118 

bemg founded on 8. misconception. "In truth," say. Mr. Henry 
George, "wages are produoed by the labour for whloh they U.re 
paid, and should, other things balDg equal, lDorea.ae with the 
number of labourers." Acoordmg to Mr. Walker, wages repre· 
I6Ilt the reSidual share in distribution. 
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Wage-earners In different employments may be SkIlled and 

classIfied as skIlled and unskIlled labourers. In the r.~:~:ed 
manufacturing mdustnes, the labourers earn wages 
mostly as unslqJled workmen, skIlled labour bemg 
m the mam supplIed by foreigners. In slleh cases, 
the remuneratIOn of labour represents a very small 
proportIOn of the total produce. This IS the lliJustice 
of the capitalistIC system of production against 
whIch labourers are fightmg m every country. 

Wages dIffer not only In dUferenL employments Average wage 

but also In the same employmept acC'ordmg to dIf-
ferences of localrty and CIrcumstance,; An average 
wage, therefore, for Inella generally has lIttle 
meaIllng, but, for purposes of comparison With other 
cd'untnes, it may he calculated at 2 as (2d) per 
(hem for the able-bodied unskllled labourer The 
average wage of the clnld-Iabourer or woman-
labourer IS, of course, less. 

Vanous kInds of wages are prevalent ill India. 
~n the factones, and In all employments in which 
large numbers of people are engaged, wages are 
paid according to tIme. In the handICrafts and the 
domestic industnes, the usual system 1S of task- or 
piece-wages. In some cases wages are regulated 
by special contract, III some others a certain 
mimmum is agreed upon, and if the work is done 
better, a higher rate is given Lastly, when all the 
membeJil of a family are engaged for any work. they 
are paid collectively,l 

IThese different kinds may be teohmcally called bme-wages, 
piece. wages, task-wages, contra.ot 1IIlIoges, progrefl81ve wages, and 
oollectlve wagtlll respectively. 

I.E. H 

KUHls of 
wages. 
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The system of payment was formerly in kmrt, 
but now money payment has become the rule. In 
the remote vIllages the agricultural labourers, and 
sometimes the artIsans and domestIc serva.nts also, 
are stIll remunerated by a percentage of the crop
YIeld There]8 a tendency, however, everywhere 
for money-wages to be substltuted for wages III 

kind. 
Money-wages have increased durmg the laRt fifty 

years,l but the nse In wages ha.s not kept pace wlth 
the rISe in pnces. The wages of the two elllef classes 
of labourers, artIsans and agncllILurallahourcrs, have 
risen In the Punjab and In Bengal much mOle than III 
the other provinces of IndIa durmg the last 40 yean;. 
The indIcated rates of mcrease for agncultnrai labot'lr 
have been 29 pet cent m Bengal and 49 in the l}Il11Jah; 
and for artisan labour 48 per cent. m Bengal amI 50 per 
cent m the Punjab. But dUrIng this period the risc 
in the pnces of the food-grains has been much Illgher 
proportIonally. For instance, in HI73 the average 
price of common rice fur IndIa was 18'2 seers per 
rupee, while in 1909-10 It was only 11 seers. The 
average for Bengal has risen stIll hIgher. In 1862 
rice sold in Bengal at the rate of 29 ~ seers for the 
rupee, in 1910 only 9 seers. Thu.~ we find that 
although nominal wages have increased, real wages 
have decreased. 

The question which suggests itself here is-Is 
there any connection between prlCes and wages? 
There is certainly some sort of connection, but it 
does not always manifest itself in the same result. 

lSee Appendix. 
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The connection IS, in fact, rather peculiar. The 
most direct and perceptIhle connectIOn IS found in a 
reductIOn III wages when food 18 Ill'Jrillnately dear. 
The reason IS tIns The fall ure of the crops destroys 
a large porLlOll of the funds available for paymg 
wages At the same tune, the number of people 
&cpklllg employment IS greatly enhanced, and 
lahollren; are found lOauy to work In return merely 
for tlw J 1ft} est Sl1 bSlstence Thus a decrease in the 
demand for laJHJUr and an lllcrease in its supply 
cause thp wages to fall. When, however, a rise In 

the pnce of produce IS due to a larger demand, and 
extra profits are thus obtamed, the expansion of 
hmnness IllcreaAes the dmnand for labour, and wages 
rt'sc 

311NTEllEST 

Tlc capItal of most of (he large mdustl"les lS Capltal mostly 
. Ell h . I rAised In mIRed III urope, all( t 10 mteres!' on suc capita, Europe, 

together With the }JlOfit,s, has to be paid abroad. 
The Subscllbed capital of a firm is never suffiCIent 
for the canymg OIl of the busmess, and every firm 
has, the ref 01 e, to borrow Uloney on occasIOns. This and borrowed 

they get from the l're~ideney and other ba11Ks. from bank .. 

The rate of interest, though It is theoretlOally the 
same for all at /l,llY gwen time and place, depends 
in practice UPOll the securIty which a firm can 
offer and the period of time for which money is 
borrowed. TIllS rate varies from day to day accord- Vaz-lattoDI in 

f b the rate of ing to the demand or mOlley, ut the rate is intertlllt.. 

generally high In winter and low in summer. The 
average rate of interest 1S usually higher than in 
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Europe. The banks keep deposits of money, for 
which they pay mterest to the deposItors, the rates 
bemg of course lower than those at WhlCh they lend. 
The Government and other public bo(hes also occa
slOllally borrow money. The Government rate of 
llltereRt is at present 3f per cent. 

Agncultural capItal IS supplIed by the VIllage 
money-lender. The agriCulturIst IS almost always 
poor, and he usually cultIvates Ius land WIth capItal 
borrowed from the money-lender for whICh he has 
to pay hIgh rates of mterest. The practice of 
borrowmg money IS almost uDIversal. It is fre
quently a part of the bargam that the produce 
should be delIvered to the money-lender at a cer
tam pnce, wblCh IS always below the market ra~. 
SometIme!:! he becomes heaVIly mdebted, and the 
debt often rUllS through the hfe of the borrower 
and IS mhented by his herrs. 

A lugh oillcml of the Ctovernment once wrote) 
"A great number of the agrIcultural cODllllumty 
appear to have a kind of runnmg account with the 
maha.jan; he advances them seed, giving one seer 
less thaD the market price. In other instances the 
advance JI3 made at seed-tlme on the 8awa~ prmcil,le, 
which means a return at harvest of one-fourth more 
than the quantity borrowed at seed-time He lendE:! 
money, moreover, for the inevitable marriage and for 
the equally inevitable lawsuit. When the tenant 
falls on evll days, he would advance bim rent to 
save him from ejectment. He is, in fact, at all 
times, the resource to which the needy agriculturist 
goes for relief; and" the Qonsequence is that a large 
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proportion of the cultIvating community is seldom 
free from the mahaJall's lIlfluence. When the crops 
are reaped, the greater portlOn rinds its way to 
hIS granary, the tenant reto.ms a share for his 
Immediate use, winch IS seldom sufficl(mt for the 
consumptlOn of Ins household untt! the followlIlg 
seed-tIme. Long before the next harvest approaches 
he has, as a rule, to have recourRe Lo the mahaJan 
The system IS not WIthout Its advantages in liard 
times l It IS to the lllterest of the crediLor as well as 
the debtor that the latter should lIve, there IS 
a commumty of mtcrest whIch secures him from 
starvatlOn " 

The money-lender does, llO doubt, exploit the 
illlsery of the poor cultIvator, hut he renders him 
good serVlCe, in so far as he enables hun to live. 
Sir F H. NlCholson says, "On tius subJect there 
are two opinions, one of wluch regards hIm as on ti1e 
whole rather beneficent and fnendly, as a sort of 
partner with the ryot, supplylIlg the needs of the 
latter, maintaullng hml 1Il tuues of misfortune. 
Other!", again, rcgard hun as a beast of prey seeking 
everywhere whom he may devour. The truth, as 
usual, probably lies near the middle. As somety 
and credIt are at present constituted, he fills an 
absolute gap, and 1S a rural necessity. On the 
other hand, he is most undoubtedly an expensive and 
daDW"..I'ous necessity. He has been found in India 
from tune immemorial." 

Credit is almost an inevitable oondition of small 
fanning. Moreover, 1t ill noc~sary for the purpose 
of undertaking any agrie11ltural imprO'Vement, such 
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as digging of wells, etc. The late Mr. Justice 
llanade advocated the establishment of credIt Insti
tutions all over India, so that agriculturIsts may get 
loans at low rates of mterest. FaCIle credit is often 
very beneficial, but It has a drawback also. It IS 

likA a double-edged weapon. There Ifl the danger 
of its leading ignolant awl thrIftless cultIvators to 
further indebtedness. Easy credit may f,ometnnes 
mean reckless borrowmg. 

Various measures 11a ve been proposed from time 
to time to check the mdebtedness of the cultIvator 
a.nd thus to improve hIS condltlOll. Two measures 
have ,been recently adopted by the (Jovprnrnent in 
this connectIon, namely, The I'unJab Land AlIenation 
Act' and the Co-operative CredIt SocwtlCS Act. 'I'h"e 
real solutioD of the problem would he III a sysiRm 
which should provide the pe8&nt WIth faClhtlf:s for 
oorrowing at a low rate of interest, and, at the sarne 
time, dev18e safeguards agalllst imprudent and reck
less borrowmg. The crpdit asSOClatJOOS Rtal ted III 

Germany a.nd other countnes of Europe under the 
influence of ReiffClsen fulfil hath these comhtlODS. 
The principles of action of these aSsoClatlOns are 
those of self-help, co-operation, solidarIty, prudence, 
tJirift, and public Spirit. . 

In Bengal, a number of public-spin ted gentlemen 
have established Co-operative Grain Banks (Dhar
fl/.agclas) in several villa~es, which are reported to 
be working well. The cultivators deposit portions 
of \!leir produce in these banks, Which in times of 
need they are allowed to withdraw. Needy mem' 
hers are a.lso given IO&Il8 of grains from these 
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deposits. The chief merits of the system are its 
sunphClty and Its accord with the social sentiments 
of the people. But Its defect IS that the grain 
cannot be lllvested m any profitable undertakmg so 
as to YIeld llIterest and profit. Moreover, there is 
the l'lHk of IORS through detel'lOratlOn or waste. But 
the 1(1ea lS certamly an excellent Olle, and it ought 
to be gIven it fair trIal. 

4 l'ROF1TSI 

The l'luiitfl of Iwtlluf,wtures are III every country 
lllgher than those of agllculture In other words, 
as a lIJolley-makmg III oeoss, agriculture IS not so 
¥roiitable a bllSlIlel:!!> as manufacture Agam, as we 
have already seen, agllculture has to depend on 
several Ullcertalll factors, such as drought or exces
Sl ve ram, all(l the 11rotits are consequently more 
Ullcm tam than lH manufactllle. Manufacture i'n
yol ves varIOliS stages III productIon, and the profits 
are thns obtallleu Ly a largp,r number of persons . 

.Full det.arls regardlllg the profits of the dIfferent 
llldustries of Indm are not avaIlable, but the reports 
publIshed by the larger busmess firms gIve us some 
iuea of the general rates of profits. These may be 
sa.id to range from 8 to 15 per cent. Sometlm~, 

the profits of certain mdustrIes go up as high as 30 or 
40 per cent., but such cases are exceptional. Profits 

I PI'Of8ll8Or Manhatt does nOt rega.rd profit.'! 80S 80 separate 
entity. He tllVldes mterest mto two parts-lntel"lll!t proper 
Fd the protIts of ml1ll&gem!lJ'lt 

Some points reJa.ted to this ~ubjoot ha.ve been treated in 
oha.pters vi and VIi. 
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are generally high in the mming and Jute rndustries. 
StatIstics of profits in the small industri~ are very 
dIfficult to gather, but it wIll not be mcorrect to 
say in a general way that they are comparatively 
low. 

In considerlllg thIs topIC we should take into 
account the profits of a class of persolls WllO cannot 
properly be called orgallJsers of lIluustry, out who 
stand between the producer and the trader. These 
are middlemen who sometimes wake very large 
profits. In the VIllages they are gcmJnl1ly the 
money-lenders. They purc11ase wholp .. ale the sur
plus produce of corn from the cultIvators and send 
It to other parts of the country. 

So much for the dlstnbutlOn of the produ'tle. It 
is not necessary, however, tha,t the shares shoulu 
go to different persons. Very often, all the factors 
a~e controlled by the same person, and in such 
cases all the shares would go to hun. India is a 
country mamly of small mdustnes WhICh are 
carried on by the workers on their own acoount. 
They supply the labour as well as the small capItal 
required, and they are themselves the organisers. 
In a large number ot cases, therefore, the whole of 
the produce goes ~ the same persons and the 
question of distribution does not anse at all. 
In the instit'iiion of peasant properties also, as we 
have seen, there is hardly any dlstnbution among 
different parties. Thus, at presWlt, the economic 
problems of India are mainly those of productioJl 
rather than of dIstribution: but with the 1Zl'0wth of 
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large-scale industries, the problems of distributIOn 
are lIkely to assume a great Importance III future,l 

I The effeots of tho mlsdlrectlOll and waste of capital and 
labour duo to tho meqUitablo (listnbutlOll of wealth m the west 
have beon thus generalIsed by Mr L C ChlOzza Mqney "The 
unduly large shale of the natIOnal dividend po~se8sed by the 
rich produces III them gravc faults of chaIactcr and purpose 
winch mako thorn lIIdlfiel(Jnt ndmlllistrators of the c<l-pltal 
wlthoJ,lt whHlh l<l-bour 18 powerless The unduly AmaH share of 
the natIOnal dl\'ldend pos8eB~ed by the poor 18 the source of a 
stream of moral and physlOal evils winch, mlllghng With the 
waters of death "hlOh deFend from thp Il1gh len·ls of luxury, 
produce effects whose ('.IUBatwu I" only nh~cure as long as we 
neglect the study of the ErrOl of ])1~tllllUtlOn" (Rlch • ..a and 
Poverty, p 152) 
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EXCHANGE 

A BRIEl<' HISTORY OF INDJ AN COMMEnCE 

FROM the very earhest tImes, traue between Iudia 
and the nmghbourmg couutnes waR earned on by 
land as well as by sea. IIHha was once "the seat 
of commerce." 

As early as the sixth or seventh centnry B.C., 

India had commerCIal relatlOns WIth Italy, Gre('ce, 
Egypt, Phoemcia, Arabia, 'Syria, 1'er8l1l., China, the 
Malay lkninsula, and the islands of the IndIan 
Archipelago.' The Hindus bUilt ships and navIgated 
the ocean as early as the age of Manu's Code. 
Later, they held in taeir hands all the threads of 
internatIOnal commerce, whether overland or by sea. 
The unknown author of that remarkable book, the 
Peripl'M oj the Erytkraean Sea, descriLes the com· 
merce in detaiV and from hIm we learn that Iuman 
vessel, frequented the Arabian Sea, the Red Sea, 
the Persian Gulf, and the Indian Ocean, and his 

I Vide PenpltuJ qf the Erythf'aetJn Sea, translated by J. W. 
lcf'CriDdle. The te~ Erythraftr,/l Sea. was o.pphed to the 
Indian Ocean With its bay. and guU •. 



EXCHANGE 128 

testimony is corroborated by that of other anCIent 
~istorians and geogrwhers, such as Pliny, Arrian, 
Strabo, and l)tolemy. The chief Indian seaports 
were: Barygaza (modern Broach), Saurstra (Surat), 
11Iasahpatan, Barbarikon, Mouzins, and N elkunda. 
There were other commerClal towns, some of wInch 
also attamed to great emmence. The value of thIs 
mantlme commerce must have been very consider
able 1 The clnef articles of export were rich 
apparels made of sIlk and cotton, pearls, dIamonds 
and other precious stoncs, Ivory, spices, drugs and 
aromatlCs, and those of 1m pOI t were gold, 811 ver, 
brass, copper, and tin. A bnsk coastal trade was 
also maintamed between the i'\eaport towns. 

'Trade by land with Central Asia, China, and 
other parts of ASia, as well as SOllle countnes of 
Europe, was carned on by caravans. There were 
several trade-routes whICh were avaIled of by the 
merchants. Besldes, an active mternal trade was 
earned on between the fhfferent partw of the 
country itself. The great nvers sm ved as commer
cial routes, and royal roads connected the Important 
cities. 

The commercial activities were continued ill full 
vigour till the nmth or tenth century A.D. Durmg 
the Mahomedan rule, however, maritime c~nmerce 
was gradually abandoned, but the trade intercourse 
by land was maintamed. In H98, the voyage of 
Vasco da. Gama round the Cape of Good Hope 
opened a route for commerce between India and 

,. 
] Strabo says: "I found th4t about 120 ships illl.11 fl'om My08 

Kormos to India." 
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Europe, so much easier, cheaper, and safer than any 
that had previously been used, as to completely 
change the destinies of the country and its relatlOns 
to the general alfalrB of the world. ForeIgn 
maritime cQmmerce was thus 011ce again revived, 
tIns tIme, however, by "Europeans. In the seven
teenth and ,eighteenth centuries, the, Dutch, the 
Portuguese, the .French, and the Enghsh compames 
competed with one another for the largest share III 

thea commerce wIth IndIa. Ultlmately, the Enghsh 
East India Company was able to pt'ltCtlCally oust 
the other compames from the Indian waters. The 
invention of steamshIps led to a further ll1crease of 
the maritime commerce. And lastly, the excava
tIOn of the Suez Canal brought J mho. much dearer 
to Europe and gave a fresh Impetus to the commer
CIal development of the cOll.ntry. 

The foreign trade of Indm IS now steadily 
increasing, but Indians have very httle share 1Il it. 
"he bulk of the internal trade still TemalJlS in the 
hands of Indmns, but even in thIS they hardly 
dIsplay the enterprise, pluck, foresight, and resource
fulneBB which are essential for success in busmess. 

2. THE INDIGENOOS SYSTEM OF INI,AN D TRADE 

Every village has its resident {raders. In many 
instances the chIef trader combmes the functions of 
the money-lender and grain-merchant with his own 
p:oper vocation. f Buywg and selliag are done in 
the markets, which meet daily in the more impor
tant rillages and on fixed days in the week in other 
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places. In additIOn to the shopkeepers, there are 
hawkers or itinerant sellers who supply the people 
with articles of merchandIse in their homes. The 
religious festivals and faIrs, solne of whICh are 
attended by large numbers of pilgrims and visitors, 
also serve as important marts for the ~xchange of 
commodities 1 

A portlo~ of the VIllage produce is sohl in the 
village markets for local comsnrnptIOll, and the 
surplus is handed over to the agent III the towns 
and thence .dispatched to trade centres in other 
parts of the country, or exported out of it. Im
ported merchandIse IS dIstributed by the. same 
machmery workmg m the opposite dIrection. 
Internal trade may be dinded mto two kmds (a) 
traffic with the ports, and (ll) commerce between 
dIfferent parts of the ,country. The former is 
largely concerned wIth th, collectIOn of manufac-. 
tur~d products for export, aI1d wIth the distnuutlOn 
of imported merchandIse, the latter wIth supplymg 
the surplus produce of one part to the other parts 
of the country. Trade passes through the hands 
of a number of middlemen and is consequently 
hampered to no small extent. 

Towns spring up where trad~ activity Increases, 
and historical cities lose their Importance as soon as 
they cease to be trade centres. 

1 VBI!t IJOnooursea of people gather at the Kumbha melBl! 
whioh are held u.t Allahabad. Hardwar, u.nd other piJlees 
The oar-festIval at PUr! and the flurs u.t Harlh&r Chu.ttra. 
a.re u.ttended 'by 'people from the most 'dIstant p&rts of th .. 
oountry. These fll,irs serve not only the purpose of marts but 
&lao of 'exhibi~OD': 
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Employment in trade often gives rise to trading 
castes These castes have now lost much of tlle 
importance whICh they ollce possessed, but even 
now they cannot wholly be- neglected. The Mar· 
waris of Rajputana are found m almost every part 
of the country. In the Bombay I>resldency, the 
largest, share of trade IS in the hands of the Pars 1:> 

and the Bhatiyas, whIle the Baniyas stIll monopolIse 
the bulk of the trade of Northern In(ha. 

3 TRANSPORT 

For the growth of tra(ie and commerce the develop
ment of means of rapId and cheap transportatlOn 18 

essentIal. Ttll the mIddle of the last centlrry 
pack-ammals, such as bullocks, horses, camels, amI 
asses, or carts drawn by these ammals, were t.he 
only instrnments of transport hy land, while 
country-made boats were the lllstruments of nverme 
transport. ·Wlth the development of raIlway COITl

mumcatlOn, the Importance of pack-animals and 
carts has dimimshed, but they are stIll largely 
utihsed for carrying articles to the towns, ports, or 
railway statIOns. 

From the very earliest times, the construction of 
roads and canals was considered among the chIef 
duties of the rulers. Under the Hindu as woll as 
the Mahomedan rule, roads and canals were con
structed,l but their number was few and conditIOn 
not very satisfactory. The great rivers did, no 

I The Jumna C&na.l, constrlloted by the Mahomedan Emperors, 
must be COD81dered &I & grea.t a.ohlevement for those da.yl. 
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doubt, furmsh means of commumcation and some 
faClhtws of transport, lJUt they were found Insuffi
Clent for the purpofle of keepIng up a constant 
mtercoUlse between the rltfferent parts of the 
country 

In the early days of the East India Company, 
the Government (lId not recogrnse the executIOn of 
public WOl ktl as a necessary part of theIr pohey.l In 
the latter yeaH; of the {)ompany, howe,'er, matters 
begall to nnprov(', and after the MutlllY of 1857, 
and the ass 1I In ptlOn of the go\'ernment of I nella hy 
the Cruwn, the COllRtructIOl! of pubhc works went 
on With Iflcrcasmg opeed Hallways now connect 
all the plIllcipal (hstncts and cItlE'S, the great 
nVers have bCPll bndged, tlw country has been 
covered WIth roads, and the rIvers and canals 
afford Il1creal'!Ing faCIlItieS of trallsport. Ovel 
HlIrty-one tllolls:tnd nlllps of raIlway are now 
opell, and total length of loads IS almost Leyond 
calculatlOI1 

Though the prImary ohJects of the constrllctwn 
of raIlways were strategIC and adnullIst.ratlVe, thmr 
econonllC effect has heeu Immense Cheap, easy, 
and quick commUIllratlOn enables tbe surplus popu
latIOn of congested areas to move to the more 
thInly populated parts of the country where labour 
alone is needed to make the soil yjeld bountiful 
harvtlSts. There the people can turn their labour 
to better account and command hIgher rates of 
remuneration. The raIlways have helped to equalise 
to a la.rge extent prICes in the different parts of the 

I Vide I",perial GazeUeer. vol. 111. 
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country. Under their influence, the whole of India 
is fast tendmg to become one market for the more 
Important artICles. The value of railways is most 
reahsed III perIOds of famme Famllles are rarely 
umversal throughout IndIa. Generally, they affect 
partICular. tracts, and It often happens when one 

• area is Buffermg, another has an abundant harvest. 
Now the railways have made It pOSSIble for the 
deficlCncy of the former Lo be made good out of the 
surplus of the latter. They thus greatly help m 
mItIgatmg the sufferings of the starvmg population. 
BesIdes, the raIlways have gwen a great Impetus to 
the actlvltJeS of thc people The mfluence of rail
ways on the moral and SOCial Me of the people has 
been considerable. TheIr polItical effect IS seen "in 
thIS that they have made pOSSible an efficient system 
of centrahsed admimstratIOn. 

The railways, instead of supersedmg the roads, 
have actually mcreased the traffic on them. SIde 
by sIde WIth the constructIOn of raIlways, progress 
has been made with the construction of roads. 
Trunk road3 now run to and from all important 
centres, and innumerable feeder-roads connect thf'l 
trunk roads WIth one another. 

Steamship commumcatlOn has been developed in 
those parts whcre the flvers are naviga.ble. The 
canals also offel' 80me facihties of communication 
and transport. It is, however, in maritime trans
port that the greatest developmeI\~ has taken 
place. ' 

Lastly, the post office, the telegraph, and 
the telephone afford wonderful facilities for the 
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commumcation of mtelhgence, 80 that the slightest 
alteratlOll m trade COnchtLODS m a partlcular place 
IS HOW almosC instantaneously reflected m the most 
dIstant parts of the country 

4 THE PREHEN'I' PO::lITION O~' COMMERCE 
AND TRAllE 

In a vast country hke II 11 lill, , tlw mtern<tl trade 
call not hut lIe lUlIl!eUSC, awl the volume IS dally 
mcreasmg Dut It IS llllt PObslLle i,o llleasure tlns 
~()IUIllC of trade The l:tllway goods tratllC returns, 
however, serve R.S a fanl,)' lchahle lmrollleter of 
Iftlha's IllcrclLlltlle :wtlVlty. In 1909-10, thmr total 
f'arnmgs for goo(b tI,ifiie :1l11011I1I,ml to Hs. 2M 
crores 

The foreIgn commerce of I nil la, although only a 
fractlOIl of thc trade, I'l an mdex to the total value 
of trade N othlllg ('an gIve the reader a more 
accurate Idea of the present POSItlO1l of Inchan 
commerce than a glalw8 at the latest trade Ieturns 
avallabl(~ The total yalne of Imports III the year 
1909-10 was 15448 crores of rupees (£10299 
onlhoIls). Of thlS, the value of merchandIse was 
Rs. 117 06 crores, and that of treasure (gold and 
sliver) Rs. 37'42 crores. 

The largest class of imports was that of articles 
manufadnred and partly Illannfactureu. It formed 
a.bout 51 per ~ent. of the total imports. The value 
of cotton piece-goods and manufactures was l~s 3937 
crores, or a.bout 34 per cent. of the total values of 
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all Imports. l Of the cotton gnods Great Bntam 
supphed 99 per cent. of the greys, 98 per cent. of 
the whItes, and 93 5 per cent, of the coloured goods 
The value of woollen manufactures was Hs. 208 
crores, and that of silk goods, Us 22669 lakhs. Of 
the woollen goods Germany held the market to the 
extent of 80 per cent of the total valueR, but 
Cawnpore and Bangalore are eompetmg WIth shawls 
woven WIth Indlan wool, dpmdedly RUpertOr 1Il 

qualIty to the general level of forClg'll. lmports 
The Imports of SIlk goods from the :Far :East 
represented 91'3 pel' ceut of the total. Glass 
and glassware were Imported of the value of 
Rs 10'74 lakhs, and paper and paste hoard, Hs 867 
lakhs. The value of metals and manufactures 
thereof was Rs 2603 mores Hallway plant anr1 
rollIng-stock was Imported of the value of Rs 543 
~rores; machmery and mill-work, Us 50'i crores, 
mebl.ls, Rs 1277 crores, and hardware and cutlery, 
Rs.2·77 crores Of the artIcles of food and drmk 
imported the most important was sugar, nf whlCh 
TIs 10'913 crores' .worth was rmporte{l. Tlte chief 
sources of supply of cane-Rugar are J\.va and 
Mauritius, and those of beflt sugar are A'lstria
Hungary and Germany The value of imported 
salt was Rs. 68'88 lakhs, of which by far the largest 
t>roportion' came from the United Kmgdom. The 
other Sburces of supply were Spain, Gennany, 
Turkey, Ade1\, and Egypt. Other articles of food 
imported were wines and spints. fruit and vege
tables, salted fish I biscuits, bottled provisions, 

1 There bQ.ll been a. Blight decline dunng the last few YearB. 
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condensed lilllk, spIces, and tea. ChemlCal drugs and 
modlCines were nnpOItf'Ll of the value of Us 8046 
lakhs The value of Olls Imported was ItA 335 
croreH. The Import of raw lIlatenlls, etc, amoullted 
~o Hs. ,1'S oro res . and Lhat of preelOUS stones and 
peadlil, Hs. 12'91 l<1khs. 

The value of exportR, representmg 55 7 per cent 
of the total trade, amollnted to Its 19412 crores 
(£129'41 llulhons). 

The ,:alue of Indl<1n rm:rohandlHe formed 529 per 
cent of' the tot,d tradf:, and !J ~ 9 per cent of the total 
exports Exports of tH:aHllle amountod to Us 639 
crores, of w hleh gold was v. or til Us :~ 35 crores, and 
slIver, Us 304 croros . 

• Haw matermlR amI ullmanufactured artlCles 
formed the largt:'&t claSH of e\]lOl t>-, representmg 45'3 
per eent of the total expor ts of IlIdIan merchandIse. 
The totlLI valuo of exporLR of t11I" claSH was Rs 8347 
crores The export of raw ('otton amounted to 
Rs 31 28 cron's. seedR, Its 18 n croros~ raw Jute, 
Rs. 15'09 orores, raw IJl(leR an(l skm8, Its 9'65 
crores, raw wool, 1:8 :l 86 <1rorefl, coal and coke, 
Rs. 67'14 lakhs. 

ArtIcles of food and drmk, represtlntmg 26'6 
per cent. of the exports of Indlan merchandise' 
amounted to Rs 4903 crores. Of this, the value 
of wheat and wheat flour was TIs. 133 crorefJ 
(£8'86 mIllions), and nce Rs. 1824 m'oreW (£12'16 
millions). Germany was the Clll~f among the 
occidental purcha.sers of IndIan rice, but the exports 
to the United Kingdom fl.ud Austria also were con
siderable. A~ regards wheat, the l;nited Klllgdom 
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took M'3 per cent of the total exports, Belgmm, 
Germany, and F111nce hemg the othel European 
]Jnrchasers The export of tpa amounted 111 value 
to Rs 11'7 crums Here, agallJ, tJ1I' Umted KlIlg
dam was lly far the largest pnrchaHer, the per
centage of her purchascs bemg 7fJ H pel cent of the 
total expo1'tfl. TIle exports of coffee are dWlIluhng 
fltea(hly. 

Of the artIcles manufactmell and partly manll
faetured, jnte manuffwtnrCK had the Iargl'st export, 
the value bemg HI'; 17'1 c1'ores. The next In nn
portance were the cotton manufactures, wlnch 
amonnted to HH 11 91 crorek The other artlClel> of 
thIS class were COll, tarmel} slnnl> and lndes, and lac. 

The exports of chemlCalR and (It ngs amounted 'to 
l~s_ 11 26 croreR Thc total value of 011 exported. 
waH ns. 1-21 croros The f'Xp01 t of metals and manu
filotures thereof amounted to TIs 1 11 crores, the 
most important article under thlS head was man
ganese_ The re-exports of for81gn merchandH\B 
umounted to Its 339 crores (£225 millions)_ 

The value of Imports has Increased from 
Us 50,53,14,000 to Hs.115,92,20,000 during the 
last twenty-five years. During the same penod 
the exports increased from Rs.79,44,53,000 to 
RS_l,67,81,13,000. 

The total trade with the United Kingdom 
amounted ill 1909-10 to Hs.122 61 crores, the trade 
with British Possessions other than the United 
Kingdom amounted to Rs 4105 crores, and that 
with foreIgIl countnes amounted to Rs. 141'12 crores. 
The ~OllOWIDg statement shows the proportion of 
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In<ha's trade, export, alId Import, wIth each of the 
prmcipal cuuntrIes 1 

ExpO! t tu Import from 
(pc, Lwi) (per CCllt ) 

Umtcd Killgdom - :?G ~ fU 5 
The Bntlsh l'OS8CSf,l\lIl:-' - 169 t\ 1 
(.lcnuany ()[i :i (j 

Chula 9~ 1 !) 
U mied State, i (j 31 
Japan ij i :? 1 
BelgIUm [) 4 ;,9 
Fl'IlllCC (, 'i 1 ') 
Java OR (iK 

AUAtrla-Hullg,trv ;\ 'i 2 3 
Htr,tlts Settlemellt ~ :l3 :?fj 

• The followlllg tahle Hhow;, the lH'ng-leRH III t.rallo PlOC!;IC." 111 
2 trade, made uUllug the last Lwputy-hvp yeaH; _ 

l'uOH.J'" 

VallIe 
(C.10IC,", of 
TupLe ... ) 

(\.ntv"·nnaJ 
'wurm.tloll" 

A H'II1gf.' , 1!l~()-81} 794l lIJO 50 G,~ 100 
to lKH4-Sa -

A_~_::r_~_~_;;_u ___ : (_~(_)r_, _('_}-'.I_I_('_i_S_' 1_-' __ :!_I_I _____ ~.; 'r2 j_~2~~_ 
The bulk of the carrymg trade w,th Imlm is 

I For a fnIJer acc'oullt RPe ihc Trruie and .YUt'lyatlon of /1/dm 
and L})(' Rel'/~1V of the 'l'rurU' (V bld,,~ 

iThlB Rtatement lofcls uuly to Imports and exports of 
meroha.ndlBc 

3ThiB statement docs not mCllldl1 the exports of Imported 
goods The re-expO! ts ueore!losl'd uurlllg the l&llt twenty J elll S 
from 4 55 o:r:orllll to 3'40 nfQrcs. 
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ShipplDg. done by Enghsh shIps? DUl'lng the yea;r 1909-10, 
the tonnage under the Bntish flag was nearly 
78 per cent., and ll1cludmg the Indian register, 
represented about 80 per ceut of the whole. The 
number of vessels under forClgn flags wInch elltered 
and left IndIan ports was 10~6, of whlCh the 
German and Austrian vessels represented nearly 
two-tlnrds The other COllntIles whose vessels do 
the carrying trade WIth Indm are Norway, Italy, 
Holland, Japan, and .Frallce 

FlOntlertr&<ie. The trade across the land froutlers of IndIa IS 

The halance of 
trade. 

equivalent to less than five per cenL of her sea-borne 
trade. The statlstws of thiS trade are mcolll}llrte, 
and not wholly reliable Thp approximate vallie gf 
the frontier trade was durmg the year ] 909-10 
as follows: Imports, Us. 3,45,6~,000, and exports, 
Rs 15,27,39,000 

. :From the foregoll1g acconnt of thc commerce of 
India we find that the exports of India exceed her 
Imports. The average eXC0SS of wrports over Im

ports durmg the last five years was Ha. 20 11 crores 
includmg Government transactIOns, and Rs 3322 
crores, excludll1g such transactIOns 2 Iwha has a 
very favourable balance of trade But she rece!I'es 
payment In bullion only for a portIOn of this balance 
For the rest she reCClves no direct return. ThIEl 
latter amount represents the Home Charges, which 
are often regarded as a dram from the country. 

1 The popuIa.r notIOn tha.t I trade follow8 the £lag' IS true In 

this case. 
'The figures In thie section have beeD mostly taken from the 

Bernew of the Trade of IndIa, 1909-10, to which the reader 18 

referred for further details. 
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5 PRICES 

From about the mIddle of the nineteenth century RlBe of pnces 

a tendency towards a nse of pnees became vIsIble. 
ThIs tendency hal; become more progreS&lVe durmg 
the 1.1St twenty-five yeals, and dUlmg the last ten 
yean, the nse III pnces has been enormous. The 
decenmal average fur the penod 1891 to 1900 was 
lnghor than the average for the prevIOus decenmal 
perwd, and the a vf'rage for the penoel 1901-10 
lngher than that for the perIOd 1H91-1900 ThlA 
nse has been espeCIally marked m the prices of 
food-grams. The followmg statement shows the 
lllerease (m the year 1909) III the average retaIl 
pl'lCes of the pnnClpa.l food-grams as compared with 
thm~e of 1873 (the pnces of Hl73 Lelllg takeu as 
100) : 1 

Rwe 222 Index· 
Whl'at - 201 numbers 

Jawar 176 
Bajra - 16t1 
Ra~ 247 
Gram - 185 
Barley - 165 

The mdex-llumber for the seven food-g1'ams taken 
together IS 195. In 1908 the prIces were even 
Ingher, and the index-number of food-grains then 
rose to 231. The mdex-number for artICles nn-

I Eor details Bee Pr.ce8 and Wage8 m IndIa, 1909-10 A 
st:l.tement glYlDg the oauses of the rIse of pnces for every qum· 
quenmum Wlll be found m an Appendix. Another Appendix 
gives the vanatIons m prices ID the UOlted KlIlgdom durmg the 
last forty Yl'aI'S, whICh shows th~t pno6s have fallen a good deal 
m that country. 
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ported 1II 1908 was 118, and for artICles consume!! or 
eXlJorted was 155. 

N ow the quebtlOn IS, what are the causes of this 
rise 1ll prices 1.1 l'nces, as we know, ale the ex
preSSIOn of the lelatlOll of cOllllllodltIeS to the 
medlllID of exchallge A VarIatlOll can only ensue 
"" ben there IS a dlsturLance of tIns rel,ttlOll A 
nse 1Il pnces call thul:l Le due to one of three 
causes (1) an ll1crease In the demand for CorllIllO

dltleS, (~) a deClease III theIr supply, (3) an 
mcrease III the quantIty of the 1l1l,.llUIll or the 
rapIdIty of ItS exchange It IS dlfllt'ult to say to 
whICh of these causes the flse 1Il pflces Ib dne, or 
whether It 18 due to a CUIll LlllatlOll of two or all 
of these causes, and, If thc lattcr 1e the case, Iii 

what proportIOn It IS due to each of thetn The 
populatlOn of the country has lIlcreased only 
shghtly, hut there has Leen a greater delll(uHI m 
other countrIes for InuJan fooel-prodncts It IS not 
easy, however, to ascertam how far the nse can be 
attnbuted to an m0rOO8e of demand .l'he statIstICS 
puhllshed by the Government Hhow t.hat the alea of 
the cultIvatIOn of food-crops haR not dlmmished, 
but has rather increased, Lut these stat,lstic8 .ue 
Dot wholly reliable, anll It IS not pOSSIble to say 
with certamty whether the total productlOD of each 
of the important food-grams has illcreased or 
decreased. As for the medIUm of exchange, it is 
a fau.tor of great complexity eveD lD IndIa. It 
consists not only of the coms and currency notes, 

1 The Gove~t of India. have deputed a compotent offioer 
to mvestlgate the extent a.nd the cause of tbJ. rIse In pnoes. 
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but of bIlls, cheques, diafts, etc The rapIdity of 
exchange of the mednun IS a tlnng whwh canIlot be 
meaRured. It IR (hfticu!t to Ray, LherefOle, how far 
tbe !'lSC of pnces is (iuc to thIs cause, but It IS not 
IIllprobalJle that the artliiclal IeglllatwIl of the 
supply uf the SlIver CUllflIH':Y (Ly "' Inch the auto
matIC l'('glllatJOll of the IllOlJey supply I~ pn·ventvu) 
has bomflihmg Lo do WIth tlJls nt-n. The J me may 
,1Iso lie regarued, though III i1 blllall degree, as a 
part of the WOr](!-IlHl\ ('went towa] ds a rIse of 
JJl'lces wInch has bel:Ollle malllfest durmg the leisL 
few yean, 1 

The effects of Llw, Ilse h,n e been Lllffer€'ut on Effects 

~ThlJ \\rltor of an al tIde "l'a,lp,l "PtlOl'~ amI Cnnency" III 

the PIOIII'a J[rul (Aprl! ~s, WII) '>Uggl'~t ... that the chIef calm, 

of tillS rIse III prlt'l'H I, an lIltlatlDII of the cUrrellL), the I'CIl,',OIl' 

a~8Igm·tl (or such Illfi.1tlO]) III Ill);" the .11"enl l' of a go!<j "tltlHIIII d 
all(l the oomp,1rlltn'('!y lllgh rtLte of IIIterc,t ,\ll1ch pi C\ ails In 

Indm Ha) A tito Wtlter .. Taklllg l\h Atklll,on'~ figure~ (10 
whICh the PII(J(JH of IStiS 187(, ,till taken "H IOO) \Ie find that the 

lIldox-numbt'I for lood PIIe"H, fdr auel aw.l} the m()~L Important 
Itl'rn, whICh stood,.m HISU Itl I\lR, hall f"llell to 103 111 1~87 In 
HIIl8 It rObe to Ill, and by 18\12 It had rI~eIl to 138, fa.!llng 
slightly 111 1893, the'ycar lOl the dU'lIIg of the nunls, to 131 111 

the yoars IHOO and ISH;, yealH allolted by la.mme, It ros!' to 133 
and 171 TOSpef'tlvely, falling, hO\\t'\C1, !I! th(' lIext t\\O yea.rs to 
122. 1900 was, of (lOUiSe, a. yoar lOl seYl'IC fanllne ,md scarcIty, 

and the Index number ro~c ,It'cordlllgly to 152 (m [9(0) and 148 
m 1901. It fellm the fol!o\llIlg JCILlS, a.nd m 1904 btootl at ]]8, 

the figure of 1890 Frolll that tlllle It rose steadily to 139 m 
1905, 167 in 1906, 178 !I! 1907, lI,nd 20'2 m 1908, a y('ar, howcver, 
a.Jfeoted by 80a.rolty. Smoe then, unum the llIfiue])cc of good 

ha.rvesta, prioeR have eased somewhaL, but they a.re SLII! well 
above the level of 1904" Theso ,anatlOns, as the \Inter p<llnts 
out, in the level of pnoes exhH>lt, a close corn!l){llldence ~lth 
the vanatlOnB In the Issues of rupC6B from the hllnt 
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the different classes of society. As all members of 
sOCIety are consumers of food-grams, the rise of 
pnces has affected all to some extent But the 
cultivators, espeClally those who hold land at fixed 
rentals, have reaped an advantage. The tradmg 
classes have also benefited by It But the wage
earners have undoubtedly suffered a loss, as the 
rIse In wages has not kept llace wIth the nse III 

prices. ThIs los<; has become senOHR In cases In 

which the wages have been more or less customary 
or where the incomes have been more or less fixed 
The nse In prwes has placed a severe bUl tlpn on the 
BuddIe classes of sOCIety tlllough the mcreased caRt 
of livmg 1 t is mterestlll~ to note that as a con
sequence of thIs nse III pnces, the debtor has reap~d 
an advantage, but the credItor has suffered a rather 
severe loss. 



CHAP'l'ER X 

EXCH AN GE-( Cuntznued) 

CUHRENCY 

MONEY was III use In IrHha m the very earliest 
tunes of wlnch we have rt'uord At the very dawn 
of"hH,tory, we find the Inlhan people already well 
advanued lD cIvIlisatIOn. They were at the tlll1e 
actually entering upon what IS called the manH
factunng and commercIal stage Rllch a state of 
society nupbes exchange, alld exchange HuplIes the 
use of money. 

The great antlqUlty of Indian money IS proved 
from various sources, the cluef amongst whH)h are 
(a) the most anClent-accounts of the populatlOll and 
condItion of SOCIety in IndIa., (b) the VellIc wntmgs, 
(c) the code of Manu: (d) the BuddhIstIC wOlke, 
(e) numismatlC and other archaeologiCal reIllalllS, 
and (j) comparative phllology.l It IS beheved that 
the standard of money was essentIally and perma
nently of copper, but gold and silver 2 comB were 

1 Del Mo.r, [1W,rYI'1/ 0/ Mtmell, p. 58 

2 Hlstonans believe th",t B1IYor ",as in the eo.rhtlst. period more 
valuable tht.n gold. 
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used as adjuncts to or multIples of the copper 
coms The sovereIgns dill not, how eyer, claIm 01 

enforce the prerogatIve of COlIllllg gold or SIlver. 
VarIOUs other substances, such as clay, lacquer, and 
shells (cowrIes) WeIe also used for exchange. 

During the Mahornedan rule, a leform of thc 
currency was undertaken, and attempts were mu(Ie 
to make sIlver the standard of money At the same 
time the rulers plOlllblted the eOll1ll1g of gold or 
SlIver by private persons. Mahomed Tugltlak tlllter
tamed a new scheme of finance, 111 pursuance of 
WhICh he at tirl:lt debased the slh er COIllS, aud ul tl
mately Issued copper pHlces, whICh were to CIrculate 
at the nommal value of sIlver COlUS,1 Hut HUB bold 
scheme, which was a notable and ll1struetlve 1Il0lie
tary expel'lment, faIled The dUlcovery of Amenca 
and mcreased commerCIal relatIOns With :Enrope led 
tp an influx of sllver mto IlHha m exchange for 
spices and gold; and AklJar the Great once more 
adopted silver as hiS standard, but lus scheme did 
not wholly succeed 

During the Mahomedan rule, coms were struck 
at vanous places, and they were' of dlfferent welghtl'l. 
In the seventeenth century, the East IndIa Company 
also began to issue coins for use III theIr factones, 
As soon as the' Company hecame the virtual rulers 
of the country, they formed the idea of makmg the 
currency uniform. TIIis, however, was realised by 
gra.dual steps, The first step that was tafen was 
to replace the old miscellaneous coinages by four 

, This expenment was really & forerunner of the modem system 
of paper money. 
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denominataons of rupees and fewer kinds of gold 
cams. In 1835, a umform eurrency was introduced 
for the whole of Brrtlsh IndIa The rupee, which 
weighed ]80 grams and contamed 165 grams of pure 
stlver, was made the standard coin Smaller SlIver 
plCces of the same standard were also comedo 

IndHL was thus at thIS tIme a SlIver-standard 
country 1 SIlver was recmved m the ludian mints 
Without ltmlt when tendered for comage Conse
quently, the value of the rupee III gold depended on 
the gold pnce of the stlver hulhon The dISCOyery 
of new sil ver mllles and the denJonetlsatlOD of 
Allver by many clvlhsed countnes cftused a heavy 
fall m the \ ahlP of slIver. Between 1871 and 
1Ero3 the exchange vaille of the rupee fell almost 
contmuously, and the Government apprehended 
a further fall. The rate fell from 2s. lD 1871 
to Is. 3d m 1892 Although for interual pur
poses It (h(l not matter much, yet III the trade 
relatlOns of Imha With gold-standard countrres it 
produced very bad results The VIOlent OSCIllations 
III the rate of exchange upset trade condltlOns and 
hmdered the development of IndIa by foreign 
capital. BeSIdes, the Government of India suffered 
great loss III makmg remIttances to meet its obliga
tions in England. The number of rupees reqUIred 
for defraying the sterlmg expenditure in England 
increMed Wlth each fall III the excha.nge-rate of the 

1 In thl eighteenth oentury, the Ea.st India. Company first 
adopted the gold Ato.ndard, but m 1793 the sta.ndard was ohanged 
from gold to silver, whICh latter metal remamf'd the monetary 
basis untIl the oiosmg y6&I'8 of the IMt century. 
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rupee. The Government had also to pay compensa
tion allowances to the BntIsh officials to make good 
the loss which they suffered All thIS rendered 
necessary a consi(lerable increase of taxatIOn. The 
VIOlent fluctuatIOns m the value of the rupee made 
the preparatIOn of the Budget an exceedmgly dIfficult 
Lask. In VIOW of thlS embarrassment, the Govern
ment tned for a number of years to promote a 
system of mternational bImetallIsm. Bllt when 
their effort.s became meffectual they appointed, in 
1892, a committee, under the preSIdency of Lord 
Herschell, to conSIder and repol.'t 011 the matter. 
In accorda!\ce with the recommendations of tho 
commIttee, It was decIded, m 1893, to close the 
mmts to the free and unlImIted coinage of sIlver, 
but the right was given to the publIc of demandmg 
froUl the Government rupees 1Il exchange for gold at 
the rate of 15 rupees for £1 wIthout lImit of amount. 
The exchango value of the rupee thus ceased to 
coinCIde wIth the price of silver, and was artIfiCIally 
fixed at Is. 4d. SllYer ceased to be the standard of 
value, though it contmued to be used as the chief 
matenal of currency.+-

In 1898, another committee was appointed, under 
the chairmanship of SIr Uenry Fowler (afterwards 
Lord Wolverhampton). The Fowler committee 
reported in 1899.1 They were in favour of a. gold 
standard, and they ~mmended that the deciSIon 
reached on the recommendations of the Herschell 
committee should be maintained, and that the 
English sovereign should be declared legal tender in 

~ Vide the Report of the Fowler Committee. 
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I ndm at the rate of one sovereIgn to 15 rupeE's 
Thmr recommendatIOns were accepted by the 
(;overnment The rupee, however, continued to be 
legal tender to an unlumted amount The lllten
tlOn of the Government was to mtroduce the gold 
standaJ'(l, and many people thought th!:'y were 
actually introducmt(" It What the Government 
really adopted, however, was what may be called 
the gold-exchan;,;e btalldard 1 Gold IS not used by 
the people for ordmary tranRltctlOns-it does not 
CIl'culate La allY COllRHll1rahle extent III the form of 
emllS 2 The bulk of tlte IlletallIc currency consists 
of eOlllS wlnch CIrculate at an artlficml value far 
greater than thelr mtnmnc value The Government 
makes tIps currency e'>,.C'hangeahle with gold in the 
mterna,tlOnal money market 

The Immp(hate olljeet of the closure of the mmts 
was to laiRe the yaine of the rupee by restrIctmg 
the supply. In 1ti93, the l'll}lee stood at Is. 2!d. 
TllIiI Government set ltRelf to the task of ralsing 
It to Is. 6d In thlR, however, they were dlsap
pomted The restrIctIOn of supply caused appre-

I The Government dId theIr hest to encourage the CIrculatIon of 
gold, but tho etTect wa.~ Just the roverRe of what they d!l8lred 
Hertl was a practIcallllustrahon of the ourrency maxIm that the 
populallty of a (lOIn vanes IIlversely WIth the anxIety of the 
posse88or to put With it. 

2The gold,exchllngo standard shou. be dlstmgulshed from the 
.. hmp10g sta.nda.rd " whiob exists 10 :Franoe Th", former dIffers 
from the latter m that (1) the Government of Indl& kel'ps up 10 
support of the ex chango an elabomte meohanism, whlOh )8 not 
required In France, and (2) Ul Fru.noe there is 9. large ClI'Cuffihon 
of gold, wherll&8 m Indul. the o.iraula.tlon of 8~ld is very small. 
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henRIOll in the mmds of the people, and brought into 
circulatIOn the hoards of rupees, and the quantity 
which would otherWHlP have been used for artistIC: 
and ornamental purposes remamed to swell the total 
Silver cUlrency Hurees WhICh were outSIde Bntlsh 
1 nUla also llatnrctlly sought the IndIan market::. 
J'he hrst reimlt ()f the closure of mmts, therefore, was 
that the rupee fell III value 1 The Government 
stood out for a Wllllf', 0111, III the end wa.s compelled 
to sell them for at.out Is 1 ~u Ihmug the next few 
years the polIcy of ahstentlOll from cOlllage was 
resolutely persultell lJl The value of the rupee 
contiuuerl 1,0 fall tIll lJl .January. 1895, It reache(l 
the IllllllmHIll of 1:l ~ d After that date It rose by 
gradual steps till III 1891:1 It stoll(l at par Rllwe 
that tune the vallle of the Illpee has not tluctuat£'d 
In value to any cOllflldcrable {'xtent 2 

This currency expellrnent has been the Bub,lect 
6f cntlclSIll of vanous sorts The adllurers of the 
sysl.em claml for It great and unqualItied success. 
Experience shows, they say, that the system IS 
perfectly stable, an <I great dpvt'iopments of trade 
and industry have proceeded under the system; 
It has settled t.he finances of thE! Government and 
has made pOSSIbLe the remlSSlOn of a conSIderable 
amount of taxation, and, lastly, the wisdom of the 
measure 1S proved by the fact that many other 

I ThIB ImmedIate re~ult was foreseen hy PrOff'SBOr J. S. NIChol· 
ilOn (vide hIS article entItled the" Indian Currency Expenment" 
in the Oontemporar/l Review, 1893) 

lIn 1898. ,there was a rather marked fall In the value of the 
rupte. 
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countries have followed the example of India m 
thIS matter. Its detractors pomt to the inelastICIty 
t)f the system as a great defect In busy seHsons 
an mcreased currency IS reqUIred, WhICh m a dull 
season, that IS, the mterval uetween the harvests, 
leads to an mfiatIOI1 of the currency from a want of 
automatIc regulatIOn, and thus ralse~ pnces. They 
thmk t,hat It IS a(lvu,ahle for the Government to 
ha.ve to uo as httle as pORHIble '>\lth the cnrrency 
Further, they hold that III the case of a grave cnSIS 
It IS <j\lIte possIble that the system WIl! completely 
break down. As for the 1 elllISSIOn of taxatIOn, It IS 

SaId that there has really been nom>, for the remItted 
taxatIOn represents the }lclchtlOl1al amount that was 
talten from the taxpayers hy an artIficIal appreClatlOn 
of the rupee 1 "There ReOlllS apparent," says an 
able wnter, "m the polIcy llOW pursued a dIf~posItlOn 
to secure tactICal advantages at the expense of the 
strategy necesRilry tq, ensure permallellt success"2 

The alternatIve SUggCHtpU ],y some IS the adoptIOn 
of the gold standard III Its ent.nety But It must 
be remcmbereu that India IS a poor country, and 
that golel would be an IIlCOnVeUlf'utly large standard 
for the hulk of 'the people 3 Others advocate a 
return to the old syRtem. But III order to do so 

IThc amount of taxa.tlOu remIt Lcd slnoe 1898 has heen 5 crorcs 
of rnpee6 (ooe G K. (iokhl\le's Budget sp(>ech, 1910), 

~ An artIcle entItled" Indlll.'s Monetary CondItIOn ,. III EUYIlO'1n1c 

Journal, DcclJmber, 1910 
dAmong IndIan .. SIr Vlthaldo.s Damodhar 'I'hl\okersey IS the 

ohief advoco.te of the gold standard He adVIses the Government 
to open a. mint for the cOlllag€) (>1 sovereIgns In IndIa and to 
introdu()(l sma.llerlgold pieces. 

1.B, K 
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some means must be found by which to prevent.R 
recurrence of the state of affairs whlCh made the 
ltdoptlOn of the gold-exchange standard necessary. 
Bimetallism 1 is a thud alternative, but It cannot 1e 
successful unless it IS accepted by at least a maJorlty 
of the ClVlhscd na.tJOns 2 

In order to keep up the gold-exchange standard 
and to prevent great fillcta,tiollS lJl the value of the 
rupee, the Government sells one rupee in Imha for 
Is 41d. pllid in London, and fa! Is. 31J III Lowlon 
paid m Calcutta. They sell one rupee III IndIa for 
Is. 4d paId III India. They all>o buy a rupee in 
IndIa for Is. 3id payable In London }'or these 
transactions, a reserve is kept 1Il gold in I.ondon 
and in sIlver in IndIa • 

In accordance With a recornmenoatlOn mad!' hy 
the Fowler commIttee It was deCIded that. With 
effect from thlIst of Aprll, 1900, the net profit 
from the comage of rupees should not Le treated as 
revenue, but should be held as a special reserve, 
and sent to England for investment in stcrlmg 
securities. Up to 1906, practically the whole amount 
was remitted to England and appropnated to the 

IMr. J. S Nl0holson,ln his.M01Ielland Monetary Prol,zt7nl1, hll.H 
tned to prove that blmetalhsm 18 both advantageous a.nd prsc· 
tlMhIe. On the other ha.nd, an omment auth'mty hlte the late 
Sir Robert Giffen held that bImetallism was unattaina.ble, a.nd, If 
a.ttained, would be dangerous. 

'The gold-exchange standa.rd h&ll been adopt.ed by Austria· 
Hunga.ry, the PhIlippines, Mexico, and the Stralta Settlements. 
Moet ~ther Olvibsed countries have adop~ the gold 8ta.ndard. 
Chma rema.ina now pr&etloally the only oivilised oountry With a. 
silver ourrency. 
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purchase of Hritish Government securitIes, the 
interests realised lJemg added to the fund and 
invested, but 1Il that year It was deCIded that .. 
portion of the reserve should 111 future be held m SlIver 
In IndIa 1 1n ]907-08 and 190H-09, m consequence 
of a further deCISIOn, half the profits on comage was to 
have hecn applIed to eapltal expenditure on railways, 
bnt the applIcatIOn of tIlls decisIOn has now been 
temporal'll), Ruspeud('(l2 No comage was undertaken 
m 1908-09 On the :n st March, 1909, the reserve 
stood as follows 3 

Stcrhng sccuntle~ £7,414,510 =ahout 11 2 crores 
SlIver (comed rupees 

In IndIa) 
Cash In England 
Due from Tr casury hal

ance III India. 

10,58G,73t= 
469,1:118 = 

344= 
'" -~--------

" 
159 

" 
" 

701akhs 

" 
5160 

" 
Total, - £IR,4 71,406 = about 28 crores_4 

The total amount of exu,tmg cuneney may be 
estimated at about 160 croreb. 

I Thero 11 n. (lomldtllable dltTerencr of 0pullon as to the proprIety 
of this .t.,p Home think tlll~t tilt:' glOund for havmg part of the 
reserve m Imha IS merely sentmlenttl.l, a.nd I.herefOlc not at all 
strolJg; others, on the cOlltraIY, go RO fllr as to suggcst thllt tho 
whole of tho reServe should hc held In Indls. 

~ It would oertn.mly bo madVlsahlo for the Government to 
spend a.ny portlOn of the reserve UUtIIIt reaohf's at least double 
Its present "im. 

aMoral Qna M~ ProgrtJ/8 oj [!lIlia, 1908-09, p. 20 

• There is a tendenoy in oer\-'Un quarters to regard the gold 
standard reserve as an a~8et alf,.mst the puhhe debt. Hut this 
VitllV II certa.w1y erroneous. 

Volume of 
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In 1896, a reform of the currency was undertaken. 
The "1835" rupPP ceaRed to be re-Issued, and III 

1901-2 slIllllar orders were gIVen wIth respect to 
" 1840" rupees In 1906, bronze COIns wcre Issned 
as tokens for small tram;actlOlls, an(l they are now 
gradually sllpersedmg the old coppt'r cmus. In 1909, 
ono-anna niekel ]ltcces l,egal1 to l)e coinrd, and It 
18 now in contemplatIOn to issue half-anna lllckel 
cOIns. 

Under the Acts of 1839, 1840, and 184:), the 
]}reslClency I~anks of Bengal, Bomhay, and. Madras 
were authollsed to coin Notes payable on demand. 
Hut the clrcullttlOll of the N otllS waR practICally 
Imute(l to the Pn'sHlency tOWlH; An Act of 1861 
repealed the pIevlOus Acts and prOVIded for t'he 
IRRue of a Paper Cllrrency through a Governmcut 
Department lIy means of Notps of the (fovernment 
of, IndIa Rmce then, there have been no Bank 
Notes. 

Under tho Paper CnrrtJIlcy Act, 1~05, Paper Cnr
rency Notes of the follOWIng (lenommations, VIZ., 
Rs 5, Rs. 10, Rs 20, Hs. 50, lIs. 100, Rs. 500, 
Rs. 1000, Rs. 10,000. are issued to the pnbhc NoteH 
are Issued In exchange for sIlver COIBS III every 
Paper Currency office. There are eIght CIrcles of 
issue havlllg their headquarters at Oalcutta, Cawn
pore, I.ahore, Rom bay, Karachi, Madras, Callcut, 
and P.angoon reRpectlvely; and the Notes are legal 
tender only withm the particular circle from which 
they have been issued. The Government are not 
legally bound to cash any Notes outSIde their circle 
of issue; but as a matter of fact, they are cashed in 
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any Government Treasury (If they are not for very 
large sums), and also by the PresHlcncy banks The 
reason for thIS restnctIOn IS that If Notes were cash
able In all CIrcles the cost of carrymg rupees from 
one part of the country to another would fall on 
the Government, allli a cOlHuderable reserve wouhl 
have tu Lo kept at eaeh contre to Dleet the demands 
for cash 

In 1909, the five-rnpee Note, wInch had prevlOusly The 

been made legal tender throu~hout IndIa, was ullIvelsahslIlg 
c' l'roce,. 

declared to be legal tender III Burma The growlllg 
populantyof the ulllH'lsal five-rujlte Note led the 
Government to further ulllversrtllKe the Paper Um
rency, and in 1910 the teu- and fifty-Iupee Noies 
were made UIll versal The hUll<hed-rupee Note has 
also been deelareJ ulllversal WIth effect from the 1st 
of ApI'll, 1911. 

The law reqUlres that a I'aper Currellcy resc:cye 
shall be helJ agalIlst the Notes e(l11al to theIr 
full value, SeCUI'ltlCs of the elO\ ClIIment of Iudla 
and the Bntlsh Government may lIe held as part 
of the reserve up to d. 111m t of 12 crores of 
rupees (£8,000,000), of wInch the Bntlsh Govern
ment secuntlCR m'1J not exceed one-blxth of the 
amount, the remamder must he held lTl gold and 
sIlver coin or bulhon Oll the 31st of March, Volume of 

1909, the value of Notes 1Il CIrculatIOn was p.per ourrency 
Re. 454,875,000 (£30,325,000) 1 The coustltutlOn of 

I In 1910-11, the average net CirculatIOn of Notes, after ehnll
natmg the holdmgs m Government reserve treasuries and III the 
ba.Ia.noes at the head offiees of the Preslclency hanks, was Rs 40. 
35 OfOl"eS (iJlde Budget Stu.temoJ!t speeah of the FInallce Member, 
19111. 
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the Paper Currency reserve on 
as follows. 1 

the same aate was 

Gold 
SIlver coin 
SIlver bullIon -
Securltles of Government of IndIa 
SecllIltleB of British Government 

£],523,414, 
20,759,425 

52,465 
6,667,000 
1,333,000 

It may ~ot be out of place to bnefly descnbe 
here the mode by wInch remittance IS marle from 
lIHiIa to England The Secretary of Hta,te for lu\.lIa 
reqUIres money 1Il London for mceillJg the expenses 
of Ius office and vallonR othm charges, ana many 
merchants m England want to send money to IndJa. 
The whole transactIOn IH easily made hy means of 
OouncII BIlls, WbICh supersede the necessity 'of 
transferrmg and re-trallsfenmg hullwn :Every 
Wednesday the Seeretary of State offers lnlls for a 
certain amount for sale, and mVltes tellllers fl0111 
those who wish to remit mOllcy to 111<ha. If there 
is a bnsk demand, the pnces realIsed are compara
tively high, If the demand lS dull, the bIll.'! rtIe sold 
at comparatively low rates The bills are sent by 
the buyers to India, where they ar'e cashed by the 
Indian Government.2 Those merchants wIn want 
to aVOId the delay of seventeen or eighteen days 
which the buls take to reach IndIa may pumhase 
telegraph transfers, for which they have to pay 
slightly higher rates. 

1 MO'I'al and Matenal Progres8 of lnd~a. 1908·09. 
~The sa.me object would be at tamed If the Government of 

India. bought Bills from the merahants In Indja and sent them to 
London to be oa.shed by the Hecretary of State at the London 
offices of those merohants. 



EXCHANGE 151 

2 CREDIT 

In the towlIS, there are IndIan bankers or sh7'OffS 
who generally do uaukmg business Gll a small scale. 
In the \'Illages, as we have seen, the maltaJan leuda 
money tn the agncnlLul'lsts and other people of the 
ueighbonrhood The nwhajan knows the affaIrs of 
IllS constItuents llltuu.ttely, and thus possesses a 
great advuutage The ag-gregate of the transactIOns 
of .the 'lIlaha)'tn and ,.,lu (Jffs umounts to an enormous 
S11m. Loans are taken hy means of hand-notes 
(I.:huts) or pawns of Jewellery, or, as IS sornetlIlles 
the case, by mortgagps of property. 

The larg-er lmllkmg IIlRtltutlOns are constituted 
on a EUrOpe:1Il mouel The most Important of these 
are the Presldeucy Banks The PreSIdency Bank 
of Bengal was eRtaLhshed III 1801, that of Bombay 
ill 1840, and the Rauk of MauraR 1Il 1843. They 
were origmully Government lIlStltutlOl1S They en
Joyed tbe prIVIlege of ISSUIng bank notes, WhICh 
prrvilege was WIthdrawn uy the Act. of 1861. At 
present, the Government have no dIrect cOl1nectlOn 
WIth the PreSIdency Ranks. 

The constrtutIOn and management of the Presi
dency Banks were regulated by a number of Acts, 
the most important of wInch are the Acts of 1867, 
1876, and 1907. These Acts prescnbe the kmd of 
business which they can undertake The restrictIOns 
which the Acts impose on the Presldency Banks have 
the effect of preventing them from dealing in foreign 
exchanges (such as the buying of Council BIlls), or 
otherwise employiJlg theIr capital out of India. 

The mdlgenous 
system 
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Ba.nks 

Restrictions on 
theJr buslne, .. 
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In accordat1ce wIth the provision~ of agreements 
into WhICh the Government of IndIa have entereu 
WIth the Presidency Banks, they act as bankers for 
the Government, paying amI receIvmg money on Its 
behalf and managmg the puohc debt I they reCeIve 
m return a fixed annual payment and a comnnSSlOn 
on the aluOlUlt of tho pu b11c debt wInch they manage 
The Government also undertake to keep a nnlllUlum 
balance at each bank, or, falllllg tIllS, to pay mterest 
on the defiCIency. 

On the 3] st of December, 1909, the extent of 
busmess of the Presuleney Banks was as follows 1 

Paul-up capItal -
H.eserve -
PllblIc depOSIts -
Other deposits -

£2,400,000 
2,100,000 
2,131,744 

21,7!J9,001 

These banks have thus tho nse of ahout 3i- crorcs 
of publIc money, but the lJUlk of theu funds con
SIsts of prlvate depOSIts. 

The PreSIdency Banks have theIr hrarwhes m 
dIfferent parts of the country, but they are under 
the dIrect control of the central ofiices. 

N ext in Importance to the Prer;\ldency BankR are 
t~e Exchange Banks, WhICh are concerned mainly 
with the larger operatIOns of commerce, and one of 
the most important of theIr functIOns IS to finance 
the export trade. They buy and sell bills of 
exchange in the Indiap as well as in the foreign 
markets. Some of them have offices in different 
pa.rts of the world. The shareholders of these banks 

1 Moral and Materw.l Progres8 of Ifldw., p. 21. 
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are mostly Europeans, but Indians deposit their 
moneys wIth them, Oil whlCh they get mterest at low 
rates. The most imllOItallt of such banks are the 
Chartered Bank, the N atlOual Hallk of Ineha, and the 
Mercantile Bank Some of the other larger ASIatic 
bankmg mstltutlOlls, ~:iUch aR the Hong-Kong and 
Shaughal CorjJoratJOn anll thp Yokohama SpeCIe 
Bank, the ]hmslan-UhuH'Re Bank, and the Del1tsche
ASlatIsche Bank, do some alJJOullt of Iudrall busmess 

:rhe Iwhan J omt-StOl:k H,mks do their busmess 
wIth relatlvely small am()unts of cilpltal They are 
mall1ly managed hy lildlilllil themseh ['8 There has 
been a (:ons](lerable lIlCl'enHC 1Il thmr number dunng 
tho last five years, and the total aIIlount of therr 
busmess has also pxpanded a i-(leat deal At presellt 
thelr busmess IS confiIled ttl the hrliLllcrng of the 
mternal trade of the couutIY, but It IS to be hoped 
they may extend theIr operatIom; to foreIgn ex
change, and thus take advautage of foreign capital. 
Such banks are stIll few III number, and more of 
them are wantel\, an augmelltatIOn of the capItal 
of existmg Lanks IS also mlsentlal 

The total number of Jomt-Rtt)ck compamefl regls
tered as engaged III llankmg and loan operatIOns in 
India was 507 on the 81st of March, 1909. Forty
lllne of such estabhshments had a paul--.lp capital 
of or exceeding Rs 150,000. 

The depOSIts of the three PreSidency Banks and 
the 16 Joint-Stock Banks, w~ose head oftlces are in 
India, increased from 20 crores of rupees in 1898 to 
48 crores III 1908, and their cash balance increased 
from 6! crores to nearly 13 crores. Durmg the 
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same period the deposIts in India uf the Exchange 
Banks, whose head oflioes are located outside IndIa, 
increased from 9 ~ crmes to 19! crores, and theIr 
cash balances were doubled. 

The Government Itself IS also a great banker. 
Not only does It hold Its balu.(~eR and control the 
currenCIes and exchange, but It holds in uepmnt 
moneys from the people III ItS post omcas and pays 
mterest on them The total amount of deposIts in 
the I)ost Offioe Savmgs Bank was OIl 3IRt March, 
1909, a httle over 5! erOI es of rll pees. The 
GoVeInlllent also ad vanoos loans to eul tnators for 
agncultural Improvements and the purchase of land, 
cattle, ete ThIS IS done on a large Rca,le III tUllCS 
of famme and scarCIty. TIlP Co-operatIve CredIt 
SOCIetIes, started under the allsplCeR of the Govern
ment, are mstitutIOns simIlar 1Il obJect and SC0pC to 
t?e Agricultural Banks of Europe 1 

I From the progross whICh co.operatlvo credIt ha. made durmg 
the last few years It appears that, the system has obtamed a foot· 
hold m India In the yea: 1909· HI, thl> total numh('r of SOCJOtWH 
of a.ll kIDds was 3498 There was llJl mcrease dur mg the y"ar uf 
1490; the numbel of membels lIlcrcllsed to 231,000, and the 
capita.l to Rs 12,400,000 In the Bombay Prebldellcy, sanctIOn 
haa been gIven to the formatIOn, by ~hr V ThackclbeY and 
Mr L. Samlldas, of a. Central Bank, the obJcct of whIch 18 to 
finanoe Co operatIve SOCietIes of all klllds 
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CONSUMPTION 

CONSUMPTION IS the aIm and object of productlOn 
We callnot thmk of the proullctlOll of wealth 
WIthout havmg III mmd the end for whwh It IS 
produced. The connectIOn between procluctIOn and 
cohsmnption is thus seen to Le very mtullute. The 
intImate relation IS also percelVed 1Il allother way. 
PlOductlOn is made possILle only by consumptIon, 
on which, therefore, the quahty and QlU1lltIty of pro
ductIOn must necessanly depend to a large extent. 

ConsumptIOll of commo<htles IS deterlllllleJ by 
the standard of lIfe 1 wInch a }JartlCular person fixes 
for lumself at any given penod of tune, or rather 
which is fixed for lum by lus circumstances ThIS 
standard of hfe not only dIffers among mdlvldualB, 
but flOm class to class, and uecordmg to dIfferences 
of occupation. In countrIes like England and the 
Umted States, these dIfferences are very great, but 
so far as the elementary facts are concerned, the 
standard is very much the same for a.ll classes. J n 
IndIa, on the other hand, considerable differences 

I The term "~t&nda.rd of oomfort" is not a. very huppy one, 
a.nd is oerta.inly mll.pplioa.ble .. the oa.lie of Indl". 

RclatlOn 
between con· 
sumptlon and 
production 

Standard cf 
life, 

varies In degree 
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are found in regard to even the most elementary 
facts of hfe. 

The standard of life, again, differs not only III 

ao,d III /dnd degree, but in kind. The consumptIOn of some 
commodItIes, for Instance, may give physICal comfort, 
Imt may be detrimental to moral wl~ll-bemg It 
would be a narrow view of economICS to confine the 
standard wIthin the hnllts of physICal needs, From 
our standpoint, It would be mOle desuable to take 
the term to Include higher ends. We WIll follow 
Mr. Marshall, who says' "Let us take the term the 
Standard of LIfe to mean the Standard of ActIVItIeS 
and W ant.s Thus an mcrease in the Stan(lard of 
LIfe implIes an mcrease of mtelhgence, energy and 
self-respect; leadmg to more care and Judgment in 
expendIture, and an aVOIdance of food and drmk 
that gratIfy the appetIte, but effect no strength, and 
0'£ ways of hvmg that are unwholesome phySICally 
and morally." 

The moat 
expeD8lve 
.tandard not 
n_rilythe 
beat. 

The IndtaD 
.tandard. 

Accordmg to thIS VIew. then, the most expensIve 
standard IS not necessarily the hIghest To Judge 
whether a standard IS 111gh or low, we have to 
enqUire whether or not it conduces to the welfare, 
moral and material, of the persons who have adopted 
It. The best consumptIOn of wealth IS that WhICh 
results ill the greatest benefits to indiVIduals and to 
society. It is often said that the customs, the sOClal 
institutions, and the religious and moral Ideas of the 
people of India favour a standard of livmg which is 
comparatively low. ThIS is true in a sense; but it 
is not in itself a thing to be regretted. We must, 
however, distmgui:t between the standard of hie 
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which is the aim of the rebgIOus teachings and 
moral precepts, and that winch results from 
economIC CIrcumstances beyond the control of these 
teaclnngs and precepts 

It IS often held that an mcreaRe of wants leads 
to an mClease of actIvIty. TillS, howeYl3r, IS true 
only of the hrst stage!> of CIvlbRatlOn. After a 
certam pomt, a lIlultlphcatlOn of artIfiCIal wants If'> 

not conduCIve to tho leadlllg of a good hfe. Econ
OllllCS IS oased, It IS true, Oil the satIsfaction of 
wants, but that does not Imply that man should go 
on creatmg wants so that he may have the pleasure 
of satlsfymg them Certam wants present them
selves to man, awl they must be satIsfied, but 
(w·or-mcreasmg wants and ever-mcreasmg effort do 
not conduce to the well-bemg of SOCIety. The real 
tORt of CIVIlIsatIOn IS not the growth of wants, but 
the growth of actIVItIes 

EconomIsts dIVIde artIcles of consumptIOn mto 
necessanes and luxurres. N ecessanes, again, are 
subdIVIded mto necessanes for eXIstence and those 
for effiCIency There are, beSIdes, certam artICles 
which have come to be regarded as conventIOnal 
neceSRancs Although t.here are no means oy 
whICh each of these classes can be rigidly marked 
oft' from the others, yet tIns elaRslficatioll IS useful 
and convement. It must be remembered, however, 
that articles whieh are necessaries to some may be 
luxunes to others. 

In order that we may make progress towards a 
higher life, the physical needs-the primary wants, 
as they are called-must be B~tisfied first. The 

Wanta and 
actl VI tle8. 

ClassIfication 
of artICle. of 
consumptIOn. 

The first 
nece.Sllorlea of 
life. 
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primary wantA are those of food, clothing, and 
shelter. We have already seen that the average 
mcome in India is very small, consequently, a large 
maJonty of the people are hanlly supplIed with HIe 
uarest necessanes.1 As SIr Guy Fleetwood Wllson, 
}<'mance Memuer of the Government of IndIa, put 
It: "A large proportlOn of the people are poor, an 
appreClable proportlOn very poor" Sir WIlham 
Hunt!'r went farther, and declared that a large 
proportlOn of the people was always on the verge 
of starvatIOn. As a matter of fact, a consIderable 
majonty of the peoplp, hardly get one full meal 
a day It IS doubtful If all persons belongmg to 
what is known as the "mIddle class" can have a 
sufiiment quantIty of nutntIOus diet/ • 

Clothmg IS aJ? Item of less Importallce in India 
than m Europe and AmerIca In snmmer, a very 
s.mall amount of clothlIlg suffices, hut ill winter, 
warm clothmg of COlirRe uecomes essential, especially 
III Northern India, where the wlnter is severe. 
But the poor peopl\" can rarely afford to supply 
themselves with warm clothing, and deaths from 
cold are often reported. The mlddle class people 
perhaps spend more on their dress than they 
pught to, but in order to do' this they have to 
curtail thClr expenditure in other direotlOns. The 

I Rehable sta.tJl!hc~ of lrnhan consumptlGD are not a.vallable 
The average consumption per ht>B.d of the taxable oommo(iltles 
QlW be 9,soertalDed by dlvldmg tjle total of suoh oommodlties 
by the number of the populatlOD But as those oonuno<ilties 
are not very Important, they would not throw muah light on 
the economic conditIOn of the people. MoreoYer. & disturbing 
factor eXIsa In reepeot of the Native Statell. 
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ncher cla~ses can afford to indulge in a little 
luxury m the matter of elreRs, but they represent 
only a mlCroscoplC mmonty of the total populatlOn. 

A.'l for honse-room, the great bulk of the people House·room. 

lIve m mnd hutR with thatchpd roofs, and not even 
all IDembers of the ml(ldle class can fiud aCCOID-
modatlOn winch would be eonsJdere(l decent III 

Europe and Amenc:1 
The pnmary wantR are necessaries for eXIstence. 

An 'lUsuflicicut supply of the&e may .lust enable a man 
to keep body and sonl together, hut It canIlot but 1e 
detnmental to physlCal awl moral we~fare The effect 
uf made(}llate COnSllll1lJtIOll on pro<luetlOn 1& Immense. 
Ill-fed, Ill-clad, Ill-lo(lged, the mass of the people of 
InoJa lead a dull and dreary cXlStenee The want 
of proper sustenance lInpmrs the Ylgour and vItality 
of the pe()ple, who fall easy YlCtllllB to the attacks 
of VarlOllS kmds of dIsease. Havmg no surplus t? 
fall back upon ill dlfticult lImes, they suffer untold 
mIsery whenever there IS a shght disturbmg cause, 
such as a drought or Ii. faIlure of the lams The 
chIldren of weak and unhealthy parents become 
weaklmgs, and, bemg Ill-fed and Ill-bred, swell the 
numbers of the worthless meIlIbers of SOCIety. Thus 
the physlCal deterioration of the people goes on , 
lIlCleasmg from generatIOn to generation. and WIth 
the progress of physical degeneration, their moral 
stamina also tends to grow less I).Ild less strong. 
Cortsequl}ntly, the effiClency of labour 8.11 a factor.ill 
productIOn has a constant tendency to dUllllllSh 

The stinting of necessarIeS is always econonncally 
wasteful; and there (Jan be little doubt that 

EtTect of 
Inadequate 
consumptIon 
ou productIon 
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production m IndIa can be greatly increased by 
lllCreaSIng tile consuIllptlOn of the people When, 
however, we advocate an lllcrease In consnmptlOll, 
we mean Increased consnmlJtlOH of thOfle goo(ls whICh 
conduce to the health awl vigour of the people 
In food, nutntlOn should bc the lIlalll purpose, Rnd 
the dcslre to prefer pleasant to wholesome foo(l 
Ahould be discollraw'd ImlulgolH'c In drmli and 
narcotICS means not only the waste of lllonpy Spl'llt 
on them, but an lllJnry to llody an(l lllmd . In 
matters of (lress, furmtnre allll dwellIngs, health, 
happIness, and l1l8nlhty-uot luxmy-should be tho 
ohJects of attaulIncnt ECOllOUlICP,lly, luxury IS 
unprOlhwti,e, and tIl!' delllll11d for luxllfles nns
dIrertR capItal and labour, and leads to waste 

~o much ahout the phYfHcalneceRsanes. Hilt th('f(~ 
are neceSHanes of It lugher kllld wInch are of as llluch 
Importance ak thoso we have Leen dIHCUSSlllg They 
are e(lucatwn, balJltatlOn, leIsure, and recreatIon 
The econOlllIC value of e(IUcatIOn IS too well known 
to be dIspnteu. By mCI eaHlllg tho IntellIgence of 
tIle laLullleI, euucatIOn adds greatly to his pro
ductIve effiCIency. SanitatIOn 18 a questIOIl of vital 
importance 111 a country lIke India. Adequate refit 
after work IS necessary In order to prepare the 
mmd and body for further work HecreatIOn claims 
the attentIOn of the econOlUist as it may have 
the greatest mfluence on bappmess and morality 
As a celebrated economIst has saId, " A people Dlay 
be dulled because of too lIttle, enervated because of 
too much,degraded'because of Ill-chosen llJ1lusement."l 

1 Devas, Groundwork of ./CCOfI01IlIU. 
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In order to provide for the satisfaction of all 
these needs, a consIderable amount of mcorne is 
reqUIred. The present Income of the bulk of the 
people, as we have seen, IS msuffiCIent for an 
adequate supply of the first necessaries of hfe 
When an increase commences, the first few doses 
WIll, therefore, go to make up the deficiency on the 
score of the pnmary wants, and the later doses WIll 
be devoted to the satIsfactIOn of the hIgher needs. 

Con8tderable 
IDcrel\Se of 
Income 
needed. 
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CHAPTER XII 

PUBLIC :FINANCE 
/'-

\//1. REVENUE 

THE revenue of the Government of ImiIa IS derived 
from varIOUS sources. Several methods may be 
adopted in classlfylllg these sources The mest 
natural method would be to dIvIde the State mcome 
into "lour parts: (1) the income derived fn")m the 
possessIOn of State property, e_g., forests, (Ii) the 
profits of commercial undertakings, c.g, the post 
office, (ill) incidental gams from adminIstrative de
partments, CAJ., thfl law-courts, and (iv) taxation 
Another and simpler method would be to put the 
first of these three items 1Il one class, and to 
divIde the revenue lllto two parts, non-tax-revenue 

·,and tax-revenue. No classIficatIOn can be wholly 
logical, and it does not matter which one we 
adopt, provided it does not lead to a. confusion of 
ideas. 

The chief heads of Inman revenue are generally 
given as follows: land revenue, opium, salt, stamps, 
excise, provincial rates" customs, assessed taxes, 
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forest, registration, tributes from native states, 
mterest, post office, telegraph, nunt, receIpts by 
Clvil departments, misClellaneolls receIpts, raIlways, 
IrrIgation, other pubhc works, and receIpts by the 
mIlItary department It IS clear that the first 
eleven of these heads fall eJther wholly or partly 
into the class of tax-revenue, and the rest mto that 
of non-tax-revenue. 

The Government oC Imha, In frammg their 
budget, do not professedly accept any of the current 
theorIes of the dlstrI lmtIOn of taxatIOn 1, though It 
may be said that In fact they follow III general 
the' qualIfied proportIOnal prwClple,' and the' pro
gressive' pnnClple 2 only In specIal cases, as we 
sha'l see presently. 

I A 'tax' IS defined by Professor Bastahle as "a comptdsory 
oontributlOn of tho ",ealth of a persoll or body of persons for the 
servICe of the publIc powers" Compllro tillS defilllhon of a. ta.x 
With that given by Ka.hdasa, the great Sanskrit poet, who says, 
H The Sta.te takes taxes from the people only to give It back a. 
thousa.nd·fold. " 

2 Although every student of econOlDlCS IS stlpposed to be 
fa.mlha.r With the dIfferent a.ltelnatlve pnnClples of taxa.tlOn that 
ha.ve been suggested by thmkers, yet It WIll not perhaps be out 
of pllWo to My a fow words II.bout thom here The tlr:st and the 
SImplest pnnOlple IS that tho a.mount of BOlVlOe ren.re;:;d by the 
Sta.te should be the sta.nda.rd by whICh to regula.te taxatIOn. 
The prmclpal objectIOn to thIS theory IS that It IS not pOSSIble 
to wstrlbute the adva.ntages a.mortg indiVIduals, alld to charge 
In proportion. The second prinCIple IS tha.t of equa.hty of 
tal[a~lOD, All are equally benefited by the Sta.tf\; why should 
not a.ll pa.y equaUy for these adva.ntages' ThiS method of equa.l 
oontnbutionR per head would be Impo~slble pohtlCa.l1y, beSIdes 
bemg extremely ulljust. Thirdly, we oome to the widely.a.coepted 
dootnne whioh takes 'faoUfty ' or 'ability' as t.he measure for 
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It is evident that the tax-system of the Govern
ment of IndIa is not umtary-that is to say, it does 
not consIst of a single tax (on rea] property, land 
rent, capItal, income, or any other substance). It 
rather mclmes to the OppOSIte extreme, VlZ., the 
multIple tax-system.] The taxes are collected from 
a very large varIety of sources. 

taxatIOn 'Ablitty,' however, IR a vague term, and a measure of 
• ablhty' IS wanted. ThiS measure may be property, or gross 
moome, or net moome A shght varIant of the' faoulty' theory 18 
the' sacrIfioe ' theory. ' Ablitty , IS obJective, 'sacrIfice' IS sub· 
JectlVe. EIther of these theories may lead liS to two forms of 
dIstrIbutIOn (1) prop?rtlOnlll taxatIOn, III whICh mcome IS taken 
as the standard, and the amount of pubitc hurdens regulated 
by It; and (2) progressIve or graduated taxatIOn, whICh places 
a heaVIer rate of -oharge on large than on small mcomes, slnoe 
the abilIty of the tax-payer IS supposed to mcrease m a more 
rapId ratIO than the mcrease of hiS mcome The ohlef ment of 
the proportIOnal syst;m 18 Its SImpliCity. It wa'l! the aooepted 
doctnne of 0las810al poittlCal economy, hut progressive taxatIOn 
I~ nowadays beoommg more popular. The ohlef obJeotlOns 
urged agamst the latter system are Its arbitrary nature, the 
danger of Its evaSIOn, the prooolnhty of Its harmful effect on the 
accumulation of wealth, and the remtlve unproductlvcnesa of 
the progressive tax On the other hand, It IS held that pro
gressive taxatIOn IS more eqUItable than proportIOnal taxatIOn 
The opmlOns of the great economIsts are &lmost oqually diVIded 
In thiS matter An extreme form of the' progressive prlnolple ' 
would be to substitute' loast sacnfioe' for equal sa.orlfioe, WhlOh 
would approximate to 8OciahstIO equality. There may be severnl 
modificatIOns of the proportIOnal prinCiple, and one of these would 
be the' degresslve' taxatIOn, a system in which e. Uniform rate of 
tax 18 leVIed beyond a presorlbed limit (V,de BlI.8table, PJlblic 
Fina,nce, and SelIgman, Progre881ve Taxcttion). 

I The merits of the 'sIngle-tax' system are that the method 
Is simple, the cost of oolleotlOn 18 small, and the IDoldenoe on the 
several individuals and olauea is pJ:ecilMlly known. Among the 
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The tax-system consists of both 'dlrect' and Both direct 
and IbdJreot. 

, indirect' taxes. The land revenue, the provInCIal 
rates, and the assessed taxes are direct. The 
customs and eXCIse dutieS are 'mdirect: The 
oplllm revenue partakes more of the character of 
profits from commerCIal transactIOlls than of a tax. 
It must be remembered III this connectIOll that a 
hard-and-fast lme of dIvISIOn cannot be drawn 
between' mrect' and' indIrect' taxes. l There are 

many defects of the syRtem may be pomted the followmg -Its 
plessure may be extremely hca.vya.t a. pa.rtlcular pomt, It ma.y 
be eaSily evaded; there IS no posRlble room for correctIOn, m case 
there he any error or mlsca.lculatlon, It may rca.lly prove very 
complex and troublesome; there IS the lIsk of eXCItIng discontent 
by 'l'a.lsmg the required Bum m 11. smgle pa.yment The chief 
advantages of multiple tl1.xatlOn are that It bears hghtlyon an 
mfimte number of pomts, hea\ Ily on nonc, and ha.s a tendency to 
brmg about equalIty In the burdcn falllIlg on the people But 
the systcm IS open to the' ohJectlOns that Its lIlCldence IS not 
eMllyascertamed, and that It IS prejudiCial to the development 
of lIldustry, lI'keome and mcomenlCnt to the payers, and very 
eostly m collection. The system which finds most favour In 
modern countries 18 'plural taxatlOll,' winch comhmeR, to some 
extent, the merits of the two oppoged systems 

I A tax 18 Mid to be 'dlreot ' when the burden of the tax fa.lls 
on the person who pays It; It is said to be 'mdlrect' when the 
burden falll! on some person other than the person who pays It m 
the tirst ID8tance. The g~en.t recommendatIOn of • direct' taxa.· 
tton is Its eduoa.tlvc mfluenoe on the mmds of the people. Ea.oh 
oitIzen knows exactly how much he contributes to the mcome of 
the State. If a.t a.ny tilDe the Government beoomes tyranmoal 
or unmmdful of the mterests of the people, he can refulI6 to pay 
taxes, 8.nd when &n undue burden IS put on him, he may resist. 
Besides, there II the greater fa.clhty and lower cost of collection. 
The dra.wba.cks 8.re: (I) the disagreeable nature of 8. direct 
demand &nd the discontent to WhiCh &n lDC1'ti&8e of talUI.tJon 18 
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some taxes WhICh stand on the borderland between 
the two classes-for instance, the regIstration fees 
and the stamp dutIes. 

Before we pass on to a somewhat detaIled account 
of the various sources of revenue, It would be deSIr
able to state here the chief maXIms of taxatlOn, so 
that we may be able to Judge how far they are 
accepted by the Inman Government m their 
finanClal system. They are as follows: (1) Taxa
tion should be prodnctlVe, for otherwise Its very 
object would be defeated, (2) the State should take 
as lIttle as possible from the people, consIstently with 
the mamtenance of efficIency; (3) taxatIon should 
be inexpens1ve in collectIOn, (4) taxatlOn should 
retard as lIttle as pOSSible the growth of wealth, 
(5) It should be justly dIstnbuted, (6) it should be 
certam, (7) It should be elastIC, (I:l) the objects 
taxed and the periods of payment should be such as 
suit the convenience of the people; and (9) the tax-

hkely to gIve rise to; (2) Lhe difficulty of assessment; (3) the 
dIfficulty uf obtamlng a due proportlOn from the poorer members 
of sOOlcty , and (4) Its comparatIve mclastlOlty. The advantages 
of 'mdlreot' taxes are that (I) they are not often felt by the 
payer, and therefore cause him less annoyanoe; (2) they supply 
a faOlhty for taxmg the smaller oontrlbutors; (3) they are pro· 
duotlve and, In times of prospenty, tha.t IS, they are elastlo 
WIthout undue pressure; and (4) they are colleoted at a tIme 
oonvenlent to the payer. The disadvantages are the fOOlbtles 
whioh they offer for smuggling, the probablhty of a Bhrinkage in 
bad years, the posslblhty of theil' falb'B on the poor lOore 
heavily than on the rICh, the greater expenee ~~ ~lleotJOn, and 
their poBsible harmful effeot ill dIsturbing the ool'mle of industry. 
The proper system of taxatlOIJ 116ems to be that In'whloh there 18 

a judioious oombination of I dJreot' IWd I indlreot' tall:ll8. 
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system should be adJusted as far as possIble to the 
hab!ts and Ideas of the people.l 

/n .' The land revenue IS, amI has always been, the Land revenue. 

mainstay of Imhan finance. The Government base 
their claim to the land levellue In "the anClent 
right of the State to a bhare of the produce uf the 
SOlI." SuccessIve GovernmeI,ts m IndIa m the 
past have at all tunes raIsed the greater part 
of theIr mcome from the land. ThIS partICular 
tax possesses, therefore, the ments of productIvIty 
and of bemg m harmony WIth the tradltIOns of the 
people. 

The annual mcome from tlns SOUl'ce IS about 375 
crores of rupees (£21 1 IlllIhons), or 29 per cent of the 
tMal gross revenne of IndIa and abont two-fifths of 
the total net revenue The collectlOn of land 
revenue has mcrcl1sed durmg the last quarter of a 
century by nearly 10 crores 

The question whether thc land revenue IS a 'tax' 
or a 'rent' IS more an aCadf'IlllC than a practlCal 
one. The offiCIal VIew seems to be to regard It as 
rent rather than as a tax. But Mr. Baden-l'owell 
holds the OppOSIte VIeW "The land revenue 
cannot," says he, " be regarJed as a rent, Tlot even III 
the Ryotwan lands." He goes 011 to assert, "I 
should be inclined to regard the charge as m the 
nature of a tax on agncultural mcomes. ' 2 

With reference to the land revenue, the tenures 
are diVIded int~ two kinds, zamtndari and raiyatwari. 

1 A ooroIWP, that 18 often deduced from these m8.1nms IS that 
the first nepellllOories of hfe should not be t&xed. 

B B. H. Baden-Powell, Land BU8temtl qf Bnlt.8h. Indm. 
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When the revenue is assessed by the State on an 
indIvidual or a community ownmg an estate and 
occupymg a posItIOn IdentICal with, or analogous to, 
that of a landlord, the assessment is known as 
zamtndan l where the revenue is imposed on mruvi
duals who are, or who represent, the actual occupants 
of holdmgs, the assessment is known as raiyatwan 
Under either system, there may be rent-paymg· sub
tenants. The former system prevails in almost the 
whole of Bengal, in the U mted ProVlnces, the 
Punjab, the Ceniral Provlllces, and parts ()f Madras; 
while the latter IS found in Bombay and Sind, 
Burma, Assam, Berar, and the greater part of 
Madras. 

The Revenue Settlements may be either permanet1t 
or temporary. The permanently-settled dIstricts 
cover most of Bengal and parts of Madras and the 
Umted Provinces; whIle in the rest of IndIa the 
settlement IS for a perIOd varymg from ten to thIrty 
years. About 20 per cent. of the total area IS held 
by permanently-settlf'd and 33 per cent. by tempo
rarily-settled zammdan propnetors l while the 
remaimng 47 per. cent. is held by temporarily
settled raiyats (or peasant proprietors).1 

The land revenue appears to be a tax on rent. 
But the officials hold a dIfferent view l they rather 
regard the rent as a deductIOn from the revenue. 
"The peculiarity of Indian rents lies in this fact, 
that whereas in most countries the land revenue is 
an assignment from the rent made by the land-

1 The mente and dements of the permanent Bettlement wiD 
be wec1lI8ed in & later cha.pter. 



PUBLIC FINANCE 169 

owners to the Government, in India the net rent is, 
historically speakmg, a relinqUlshment of part of 
the profits of land by the Government to the land
owners." I 

Assessment methods vary accordmg to the kind 
of estate and Its mode of workmg But tWo general 
pnnciples are found to underlie these methods. One 
IS to fix emplncal rates, wluch are first ascertained 
only as maXImum rates, on the basIs of those 
actually paid III the past, but with such mcrease as 
can now be taken wIth reference to the nse in 
prices and progress m prospenty, and then to apply 
those rates m a shdmg Bcale, accordmg to the vro
ductl vity of partICular lands The other prlIlClple 
IS applIed to all varIetIes of landlord estate where 
there are tenants, It consIsts III findmg out the 
rents which the tenants actually pay, and then 
demand from the landlords a fixed proportlOn o,f 
such rents. 2 

In the temporary zanundan settlements, the 
Government usually takes about 50 per cent. of 
the rent as revenue, and m the permanent settle
ments about 25 per cent of the rental on an average. 
The incidence of land revenue 011 the fully-assessed 
cultivated area IS offiCIally calculated to be under 
13 as. (1s. Id.) per acre m' the permanently settled 
area of Bengal; m the permanently settled tracts 
of F...ast Bengal It is calculated to fall to about 11 as. 
per' acre, while in those of the United PlOvinces it 

1 Im~ Gawte.er of India. 

IB. H. Baden-Powell, Land Revenlle '" B"I~8h IndIa, pp 47, 
48. 
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rises to Re. 1 in Oudh and Re. 1-6 as. in Agra. In 
the temporanly-settled tracts, the Illcioence per acre 
is approximately ne. 1 6 as. In Upper Burma, ILs 2 
11 as. III Lower Burma, Hs. 2 7 as 1Il Smd, Hs. 2 7 as. 
m Madras, He. 1 12 as in Agra, He 1 14: aR m Oudh, 
Re 1 12 as. m East l~ellgal, He. 1 7 as. in Bombay, 
.H.e. 1 3 as. ill Rerar. He 1 1 a. 111 the l'un]ab, and 
8 as. to 9 as. in the Central h'o\lnces The rates 
of revenue vary greatly with the prO(luctIve power 
of the sOlI, advantages of chlllatc ann lrngation, and 
faCIlIties for marketmg produce. J 

The que!ltlOll of the hurd en of the lund revenue 
IS one of the most contl oversml questIOns III IndIan 
economics and polItICS Many of the Indian 
patrIots hold that tbe burden is oppressive, tnat 
It IS one of the causes of the extreme poverty 
of the masses of the people, and that It iH a contrIbu
tory cause of fammes. On the other hand, the 
OffiCIa.ls mamtam that the land revenue IS not 
excessIve, and that It has become mcreasmgly 
hhRra1.2 It has becll calculated that the burden of 
the land revenue per head of the populatIOn of 
Bntish India is under Re 1 3 as (Is. 7d.).! 

The production of opIum IS a Government 
monopoly in BritIsh IndIa. Poppy cultivatIOn IS 
perntitted only in parts of Bengal and the U mted 
Provinces, and is under the control of the Govern-

1 The Moral and Materaal Oondltion oj Ind.a, 1908·9. pp. 
25,26. 

I Vide R. C. Dutt, Open Letters to Lord O,,1'Wn and the Land 
Revenue Policll oj the Government qf Indw, 11)02. 

I Moral and Materaa.l Pro(/l'eB' oj India, 1908·09. 
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roent.1 Opium grown III the Native States, known 
as 'Malwa' opmIn, IS permItted to enter l~ntlsh 

terrItory only on payment of a heavy duty (Rs.600 
pel' chest for export and RH.700 per chest for con
sumption). By agreement with the Chmese Govern
ment, the Government of IndIa have to lessen the 
area of cultivatlOTl every year. The opIUm revenue 
m 1910-11 was about 11'4 crores of rupees. In 
seven or eIght years, thIS source of revenue WIll 
e:atirely cease to eXIst The future lhmlllutlOn and 
ultimate cessatlOll of opIUm revenue IS a matter 
of grave concern to the finances of IndIa. 

The salt revenue IS raIsed by a duty of RIper Salt. 

lllaund on all salt Impolted lllto or manufactured III 
(ndla 2 The succeSSIve reductlOns 1Il the duty in 
1903, 1905, and 1907 have resulted In a shght 
diminutlOll of the revenue, but the consumptlOn has 
increased a good deal The salt revenue amounts 
annually to a little less than 5 crores of rupees. 

The stamp revenue IS denved from two classes Stamps. 

of stamps, judICIal or court-fee stamps, and non
JudiCIal stamps (used m commercial transactions). 
The amount of revenue realised from this souree IS 

I The oultlva.tor hn.s to get 8. lICense, and IS reqUIred to deliver 
the whole of hIS outturn of the crude opIUm to the Goternment 
a.t the fixed prICe of Rs 6 per seer The eXCise opIUm, that IS, 
the small quantIty reqUIred for consumptlOn III IndIa, IS made 
over t.o the EXCIse Department, and RH. 8i per seer IS oredlted to 
opIUm revenue. The relit, known &8 provl81On opIUm, IS sold by 
auotlOn, a.nd 18 mtended for export, ma.mly to Chma. 

DThe productIOn of salt IS not a Government monopoly, but in 
the maritime trnots It is prohIbited owing to the dilfloulty of 
preventmg illUllt manufacture. 
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over 7 crores. The burden of this tax falls on 
litigants and the commercial classes. 

The excise revenue is derived from licenses, 
dIstillery fees, and duties for the sale of mtoxlCatiug 
lIquors and drugs, together wIth the duty on opIUm 
consumed in India. The Government obtain a 
handsome revenue from this source of over lOt 
crores, but thelr eXCIse pohcy is condemned by 
temperance reformers on the ground that it is the 
duty of the State to prevent harmful consumption. 
The official defence is that the duty serves as a 
check on the consumption of mtoxicants. 

The provinCIal rates conSIst of cesses on land for 
roads, schools, etc, for canals and raIlways, and for 
village service and patwanes, besIdes InlllOr rates. 
The revenue from provincial rates amounts to about 
eighty lakhs. 

The customs duties are levied solely for revenue 
purposes, and are not protective or preferential in 
their nature. They are not mtended to benefit one 
class or indust.ry at the expense of another. The 
customs tariff consists of a long list of articles. 
SpeCIal Import duties are levied on arms, ammuni
tion, military stores, liquors, opium and Its alkahids, 
petroleum,! salt, salted fish, tobacco, and silver. 
General import duties, at the rate of 5 per cent. 
ail valorem, are levied on a large number of com
modities, of which a revised hst of tariff valuations 
is usually published every December. 

~"Thil duty," AyS SIr John Strachey, .. has the ment 
of directly affecting no Bntiah industry" (Strachey, Indi4, 
p.I82) 
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There is a general import duty ad valorem 1 of 3! 
per cent. on manufactured cotton goods, of 21 per 
cent. ad valorem on vinegar and copperas, and of I 
per cent. ad valorem on iron and steel. The free 
list consists of railway materials, machmery, gold 
bullion and coin, ammals, certain artICles of food 
ana drmk, raw wool, raw cotton, books, ShIpS, 
manures, coal, and various other articles. Special 
countervaIlIng duties are leVIed on bounty-fed 
sugar lmport.ed from the Argentine I:epublIc and 
Denmark. 

An export duty of 3 annas per rna.und is Imposed 
on rice. A customs du ty of i pie per pound is 
leVIed on all tea exported out of IndIa, but the 
pl'oceeds are paId to a Tea Oess CommIttee for 
the encouragement of Indian tea. These dutIeS are, 
to some extent, III accordance with the princIple that 
export duties should be leVIed on those commodities 
only in which the exportmg country has practicaily 
a monopoly of production On the same ground a.n 
export duty on Jute may be suggested. 

An excise duty of 31 per cent. ad '1)alorem is 
imposed on the products of IndIan cotton mills. 
ThIS duty is mtended to neutralise the protective 

I It IS ne0688l1.ry to understand the dlstinotlOn between speClfio 
and ad valorem duties. A duty IS speClfio when It 18 leVied 80 

muoh per umt of a partioula.r commodity, It IS ad 1--a1orem when 
the tax is a oertaln percentage of the estimated value of the 
oommodity. The ohlef defect of the speCIfic duty IS that It 
makes no dlstlnotlOn between supenor and mfenor kmds of 
goods, and thus prejudiCIally affeots the poor consumers Its 
great merit hes in the eoonomyof Its oolleotlOn, and In the fact 
that it does not BubJoot the Importer to inconveDlenoe and un
certa.mty 8.8 to the amount of duty, 

Export duties. 

EXCise duty OD 
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effect of the 3! per cent. duty levied on imported 
cotton goods. 

Customs revenue IS generally elastic, and tends 
to expand wIth the expanSIOn of trade and industry. 
The customs tariff of IndIa yields annually a revenue 
of slightly less than 10 crores of rupees. Cotton 
piece-goodl:! are much the most Important source of 
revenue III the tanfl: Of the commodIty taxes, the 
salt and petroleum duties fall on almost the entIre 
commumty, the cotton tax is paId by a large pro
portion of the populatIOn, the sugar duty affects the 
middle class, and the reRt fall on smaller sectlOns or 
groups. The duty on imported liquors produces the 
desirable effect of discouraging, though III a slIght 
degree, the consumptIOn of alcohol. . 

The progreSSIve or graduated pnnciple is adopted 
in the assessment of the lUcome-tax. All incumes 
of less than Us. 1000 a year are exempted from 
taxation 1 Incomes from salanes and penSIOns or 
from mterest on securitIes, if amountmg to Rs. 2000 
per annum, "pay 5 ples III the rupee, incomes less 
than Rs. 2000 pay 4 pies, compame~ pay 5 pIes in 
the rupee on thell' net profits; incomes under 
Rs.20oo derived from other sources pay according 
to a graded scale from Rs. 20 on an income of Rs. 1000 
to lliI. 42 on Re. 1999, and 5 pIes In the rupee on 
incomes of Rs. 2000 and upwards. The income-tax 
is not levied on incomes from land or agriculture. 

The revenue derived from the income-tax is 
about 21 crores· of rupees. The fact that the yield 

1 In the United Kmgdom all moomee below £160 a year are 
exempt. 
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of the income-tax is so small shows that the com
paratively well-to-do claRses who pay the tax repre
sent only a very small proportIOn of the entire 
comlllumty. It serves as a measure (If the economIC 
conditlOll of the people. The revenue tends to 
increase with the general progress of society. In 
IndJa, however, the expanSIOn of revenue due to 
thIS source IS not rapId at the present momeut 

RegIstratIOn revenue IS denved from docnments, 
wh~ch are divided lllto (a) those of whICh registration 
IS compulsory or necessary for the validIty of the 
Act, and (b) those of winch registratlOll IS optIOual. 
PractICally all (leeds tiansfeI'rmg 111lmovable pro
perty have to be registered The amount of revenue 
IS 'about 65 lakhs of rupees Ad valorem fees are 
charged for registratIOn 

Forest revenue IS raIsed by royaltIes on, or by 
the sale of, tImber or other produce and by the 
issue at speCIfied fees of permIts to graze cattle, 
or to extract for sale timber, firewood, charcoal, 
bamboos, canes, and mmor forest produce. The 
gross revenue d'ilrived from forests IS a little over 
2! crores of ruppes. The immense Importance to 
the country of the preservation of forests has been 
pomted out III a prevIOUS chapter. 

Of the income denved from sources other than 
taxation, that from raIlways forms by far the 
largest proportion. The annual net railway revenue 
ameunts to nearly 20 crores. Irng~tIOn YIelds a 
groBS revenue of about 51 crores. The Law Courts, 
and sometimes the. Post Office a.nd the Telegraph, 
also yield net profits to thE' Government. 

ReglStr"tlOn 
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The gross revenue of the Government has nearly 
doubled dunng the last fifty years. The total gross 
revenue now amounts to nearly 120 crares, and the 
net revenue to about 70 crores. 

Now, the question wInch suggests itself is, How 
far does this expansIOn of revenue furnish eVIdence 
of increasmg prospenty? ThIS questlOn IS answered 
differently by different mdlvlduals and partIes. 
The offiCIals would say that general prospenty has 
undoubtedly increased, some IndIan patriots would, 
on the contrary, regard the mcrease of revenue 
as being due to the rapaCIty of the Government. 

Accordi.ng to official calculatIOns,l the payment 
of taxes per head of the populatIOn IS R 2 7'7 as. 
(3s. ;)'7d) per year If land revenue be excludtld, 
the burden would be R 1 4'7 as. (Is. 8·7d.). The 
proportIOn of taxaLlOn to the average income is 
8! per cent.2 

I It IS dl1fioult to say how far these oaloulatlons are correct. 

S I have purposely omItted the dUICUSSIOD of the dlffioult snd 
complex questIOn of the shlftmg of taxa.tlOn Most of the taxes 
are Shifted, wholly or p!l.rtly, by the person on whom they fall to 
somebody else There are two kmde of taxes, however, whICh 
remam where they are imposed. TheBe are t!l.xes on economiC rent 
and pure profits, or, to use a term whICh lllcludes both elen.ents, 
economic surplus. A tax on surplus can never be shifted, 
because surplus IS not a. part of the oost of production, hut 18 'ehe 
result of the prooeBS of productlOn. In India., there IS no eoonomic 
rent, and. therefore, a tax on rent may affect the pnoee of agrl' 
cultural produce and D1&y thus be shlfted The stamp dutleB 
on mhelllltance, 81fts, eto., cannot be shifted. All other taxea 
tend to be shIfted, until they fall ul tlDlately on the surpluB. 
Customs dutiell, for lDBtanoe, are almost always shlfted. though 
Dot neoell88only to the full extent. In 8At~~ Ji(fl, there is IIG 
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The total revenue of India exceeds one-half of 'Comparl80n 

I with the 
the amount of Imperial receIpts III so wea thy a Umted 

rountry as the United Kmgdom The officials Kmgdom. 

defend their position by pomtmg out that the 
population of Bntlsh India IS more than five tImes 
as large as that of the UIllte<1 Krngdom and that 
the Government of Tndw. undertake~ many dutIes 
outsIde those that ordlllanly fall on the State m 
England. The cntlCs of the Government reply 
that though the population of India IS five tImes as 
large as that of the Umted Kmgdom yet the 
natIOnal income IS much lalger m proportIOn In 

the latter country than m the former The lIlCidence 
of taxatIOn on mcome is thus much higher 111 India 
tha'h in England As for the second pomt, they 
argue that It is true that the IndIan Guvprnment 
perform such dutIeS as the control of raIlways, etc, 
but these are not onerous dutIes, they YlelJ the 
State net profits, or m other words, they are concerns 
beneficial to the Government The Govemment of 
IndIa do not, they say, undertake any of the 
large schemes of SOCIal reform, such as Old Age 
PenSIOns, Compulsory Insnrance, etc, WhICh are 
undertaken by the Government of the Umted 
Kmgdom, neIther do they spend as much on 
education, sanitation, SCience, art, and other such 
matters as the CIvilised governments of Europe and 
Amenc3 do. 

muoh of economio frlotlOn that It IS seldom posslble to a.coorately 
meaBUre the Inoidence of any tax on the olassC8 OJ mw Vlduals 
of a. oommunity (Vade Seligman, Incidence a.nd Shiftirlg qf 
2"aa:at.on ). 

L~ M 
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2 EXPENDITURE 

The gross annual expendIture amounts nearly to 
1~0 crores, the net expendIture to about 70 crores.1 

. The chief heads of expendlture are (1) Debt 
smVlfles, (2) Imhtary serVlCeR, (3) collection of 
revenue, (4) civIL service8, and (5) famine rehef 
and msurance. 

The debt serVlCes mclude mtere8t (1) on the ordl
nary debt, (11) on railway debt, (lll) on lfngatlOn 
debt, and (4) on other oblIgatIOns The total net 
expenditure under thIs head is slightly le8s than 
Ii crores of rupeos. 

The amollnt of debt on the 318t March, 1909, 
was about 385 crores (£256,684,069). This mcluties 
thc productive debt for raIlways of about Rs. 2735 
crores (£HIZ,213,141), and for lfngatlOn TIs. 46 crores 
(£30,738,991). The ordmary debt amounted to 
nearly Rs. 65 crores (£43,731,937) 2 Of the outstand
mg debt £1668 millIOns were held m England, and 
134 crorp-s III IndIa A portion of the debt is per
manent, and the rest is elther unfunded or tem
porary. 

The national debt of India appears to be rather 
large, but four-fifths of it can hardly be regarded 

I In the Budget for 1911·12, the net expendIture 18 eatinll .. ted 
a.t a.bout 117 orores, and a surplus of 1'2 orores is expected. 

RMr. G. K. Gokhale Mys .. Against thIS (publlo debt) the 
Government of IndIa have theu' raIlways and irrigatIOn works, 
theIr loans and adv8.nces to local bodIes, na.tivo states, a.nd oulti· 
vators, and theIr oash balanoes." By deducting these from the 
total debt, he ca.lculates that the amount of unproduotive debt 
IS only £:rT Blllbons, or a.bout 4O./) ororea. 
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as a. burden, as the State derives income from the 
undertakmgs financed by such loans. On the ques
LIOn whether the State should undertake mdustnal 
operatIOns or not, opimon, of course, is dIvided. Bllt 
there IS one advantage when the money required 
for such undertakmgs is borrowed by the Govern
ment, viz., that the State can get loans at cheaper 
rates of mterest 1 

As for the amount of debt, 107 crores was In
hented by the Inman Government from the East 
IndIa Company, and it is sometImes argued that 
the debt incurred by a commerCIal body should not 
have been fastened on the people of IndIa. That 
amount has grown by succeSSIve addItIOns up to the 
pre'sent figure. The mtmest charges have also 
grown. So far, however, from ImpOSIng any addI
tIOnal burden on the taxpayer, this Increase has 
had exactly the opposite effect, the reason lymg in the 
growing proportIOn to the total debt of that part 
which represents profitable mvestment m railways 
and Irrigation works. " The unremuneratIve debt," 
says Sir G. :Fleetwood Wilson,2 "has shrunk In the 
last twenty years from bemg nearly one-half to 
being just over one-seventh of the total volume of 

I The bulk of the pubho debt IS a.t 3~ per cent Mr. Gukhale, III 

hlBSpeech in the Vloeregal Counoll, February, 1911, oompared thiS 
rate of Interest With the rates paid by Borne other countries, and 
tl'Jed to pf'we that the credIt of India was exoellent "Japan," 
says 'he, .. borrows a.t from 4 to 7 per cent. ; RUSSIa. borrows at 
about Ii per oent. ; Turkey borrows at 5 per cent. a.nd over; 
Oluna. borrowlI at between 4 and 7 per cent, 4, per oent. m a few 
!lIIIIeS, 8 and 7 per cent. bemg the U8Ua.1 rate." 

• Vide 8U' G. Fleetwood Wiw>I'''R Budget speech, 1907. 

Sir Guy F 
Wilson's View 
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our outstanding loans." 1 ThE} amount of debt is 
very often spoken of as huge, but Mr. G. K. Gokhale 
consIders it " as 1\ mere bagatelle." SIr Guy Fleet
wood Wllson, however, regards the unproductIve 
debt as "consIderable." 

The prmciples which should guide the Govern
ment in provllhng for any expendIture by means of 
loans may be laId down as follows: (a) the Govern
ment should meet all ordmary expenditure out of the 
ordinary revenues, (b) they sbould not place the 
burden on posterIty for any unptovements which 
tend to benefit the present generation, (c) when 
any measure is undertaken of which the benefit is 
likely to accrue to future generatIOns, It would not 
be improper to finauce such a measure ont of a loan, 
and (d) in case of a heavy and unexpected outlay, 
which cannot be met out of the ordmary revenues, 
and which would place an exceSSlVe burden on the 
people if it were met by enhanced taxatlOn, it would 
be better to have recourse to a loan. Under all 
circumstances, it is a.JvIsable to keep the national 
debt down at as Iowa figure as possIble 

The net expenditure under the head of military 
services amounts annually to a little over 30 erores, 
or 43 per cent. of the total nei revenne. This has 
always been critiCIsed by Indian patriots as an 
exceedingly heavy charge, but the Goyernment view 
it as necessary. The question is whether the country 
is or is not paying too hIgh a price for the peace 

1 The cntic8 of the Government wculd reply tha.t Inasmuch A3 

the produotive public 'Works are likely to detepora.te in va.lulIlD 
the 00\lI'B8 Qf tIme, thie J8 Von over·~B~lma.te, 
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and security it enjoys Critics of the Government' 
think that the expendIture under thIS head can be 
curtaIled a good deal wIthout runIllng any risk.1 

Of the total expendIture under thIS head, nearly 
28 crores IS spent on the army, and the rest on the 
navy and the defence works 

The charge of collectIOn IS of course an absolutely 
necessary Item of expendIture It comes up to 
about 9 crores of rUllees, or about 13 per cent. of 
the total net revenue. There seems to be much 
room for the practICe of greater economy m this 
matter.2 

The next head is that of (;ivil Services. The 
expenditure under thIs heu!l amounts to about 33 
cr6res. It is dIvided mto three sub-heads CIVIl 
Departments, 11Iscellaneous CIVIl Charges, and CIVIl 
Works. Dunng the last ten years the CIVIl e>. pendI
ture has increased more than 50 per Cl'nt. So far 
as tIllS mcrease represents outlay on measures 
tendmg to the benefit of the commuIllty, nobody 
has any reason to grumble But, as a matter of 
fact, a very large part of the IIlcrease has been 
due to unnecessary multlphcation of offices and 

I As RUSSIa. and Ja.pan are bound by treaties to mamtain 
friendly relatIOns With England, and as the movement towards 
mterna.tional arbltratlOn IS now gammg ground, It IS (.ontended 
tha.t a reduction of the fOICIlS m Indlll. ma.y be made With perfect 
IIBfety It IS further argued tha.t If a part of the Indian forces 
be really mtended to safeguard the mterests of England III ASIa 
oulleide India., England ought to bear the oost of maUltenll.noe. 

~In the Umted Kmgdom the charges of collectIOn amount to 
only a little more than two per oent of the revenue. .. But 
as the systems ,of keepmg accounts are different m the two 
oountriesl ~omp&risonB may not l'<l quite lUllt. 
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'departments,] for which the administration of Lord 
Ourzon was mamly responsible. Dunng the years 
1901-06, the Government of IndIa were under the 
demoralismg influence of {at surpluses, which enabled 
them to indulge in increased recurring expenditure. 
Tins has now become a serrous matter which has 
compelled the Government, faced with defiClts on 
account of the decrease of the opmm revenue, and 
the creatlOn of the new ProvInce of Eastern Bengal 
and Assam, to have recourse to fresh taxatipn. 
Even durmg the last four or five years the increase 
of expendlture has not kept pace with the mcrease 
of revenue 2 

The extravagance of the Provincial Governments 
is also, in some degree, responsible for the straitezred 

I rr The tendency," '\I rot~ a high offiOlal some years ago, 
" especlI~lly of late years, has been to overdo thIS supermtendlllg 
and <..heckmg system, and the almost invariable remedy for an 
alleged defect has been the creatIOn of a nl'w department, or the 
appOIntment of a special eomnllSSlOner It has always seemed 
to me that reforms should commence at tho bottom mstead of 
tho top, and that endeavours should be made to strengthen and 
Improve the ptJ~ltlOD of those who are ealled upon to do the 
actual work at first hlmd. ,. For the reductIOn of pubho expendl' 
ture the follOWIng among other measures may be suggested 
(1) reduction In the number of officers whose duties al'e of a 
supervI8IDg, &8 distInguished from an excoutlve, oharaoter; (2) 
abolitIOn of Commls8lOnershlp8 of DIvIsIons, (3) abohtion of 
unnecessary posts, e.g. those of the Inspector.General of EXOlse, 
Samtary CommlBlllOner to the Government of India, eto. ; and 
(4) substitution of Indian for European agenoy. 

R" It Will be _n," says Mr. D. E. Wacha, "that, in wptte of 
enhanced taxation, the net revenue hl\8 grown sinoo 1906·07 to 
the extent of 260 per oent., wherea.s the net expenditure has 
grown to the extent of 5'25, or a tnfie more than double I What 
a atrange fatabty is here I" (Vide R,MIt Indian FUlGnct). 
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financial position of the Indian administration. In 
1910, the Fmance Member made an earnest appeal 
to the ProvlllClal Governments for economy In 
:February last Mr. G K. Gokhale proposed a resolu
tIOn In the Impenal LegIslatIve CounCll for the 
appoIntment of a CommIttee to enqUIre Into the 
growth of publIc expendIture, and although the 
resolutIOn was rejected, the fact of mcrease was not 
seriously dIsputed. The Fmance Memher gave the 
CqunCll the assurance that enqumes would be made 
by the heads of all departments, who would also III 

future practise as much economy as possIble. The 
Secretary of Staw for IndIa has also strongly urged 
the necessIty of curtaIlmg all unnecessary expendI
ture. This 18 the least that should he done Unless 
and until there IS a retrenchment m the expendIture 
of the CIVIl Departments, and a substantIal reduc
tIOn IS made In the mIlItary expendIture, educatIOn, 
samtatIOn, and SOCIal reform WIll contlllue to languish 
for want of funds. 

Under the head of Famllle Rehef and I nsur- Famme Relief 
and Insurance. ance the Government set apart every year a 

Bum of about a crore and a half of rupees for 
the reduction of the natIOnal debt. This sum was 
origmally mtended to be devoted to the construc-
tlon of such pubhc works as would prevent the 
recurrence of famllles, and to the aVOIdance or 
reduction of debt. Some of the Indian states-
men thitlk that thIS sum of 1 ~ crores (If rupees 
can now be more profitably spent in undertakmg 
rnoo.sures of real public utIlity, such as agrIcultural 
education, the orglLllisation of rural credit, and other 
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measures oonnecipu with the material improve
ment of the peasantry, than III reducing the 
public debt; but the views of the Government 
are different. 

3 l'ROVINCT A T, l"INANCE 

HIstory. Origmally, the whole of the revenue of Indla 
was treated as a smgle fund to be collected into a 
central account, and from thence doled out piece
meal to the varIOUS provinces according to the 
reqmrements of each. The Provincial Governments 
collected and ultimately dIsbursed a large propor
tlOn of the levenues, but as they gamed nothmg 
by enhance(l effiCIency, the development of publIc 
revenues dId not proceed fast, and as they had no 
motive for economy the system led to much extra
vagance Moreover, there were constant disputes 
between the Central and ihe Provlllcial Govern
ments Even the rmnutest items of expenditure 
had to be reported for t.he orders of the Government 
of India. In 1871, 81r RIChard Strachey's scheme 
of reform was given effect to. Certaiu departments 
were made over to the Provlllcial Governments, and 
they wele credited With the departmental receipts 
together With a lump sum to enable them to meet 
the expenditure. In 1877, the supreme Government 
transferred to the financial control'of the Provincial 

t 

Governments all services except those which were 
found expedient to be kept under central oontrol. 
In 1882, the system of Provincial finance was still 
further developed. 
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Ths contracts made wIth the Provincial Govern-' 
ments from Hns tune forward were revIsed every 
five years, TIns syRtem of q ulIIq uenDlal reVISIOn 
was a fertile cause of frICtIOn and 111lpJOvidence and 
waRte. Not only were the Provincial Governments 
opposed to the system, but It formed the suuJect 
of severe cnticism In the Imhan NatlOnal Congress 
In 1904, It was deCIded to gIve to the ProvlIlClal 
Governments a permanent mterest In the revenues 
arw expemhtnre under theIr coutIol Ly mtroducllIg 
a scheme of 'quasI-permanent' settlements. A 
new series of 'quasi-permanent' settlements W3.S 
concluded 111 1907, but had to be completely reVIsed 
and readJusted Immc(liatcly afterwards 

. In March, 1911, the finanCIal settlement wIth 
each of the eIght major provJIlces was made per
manent. Succonr to a dIstressed province WIll 111 

future be given only m the case of a wiuf'spread 
famme, on the other hand, the Government of 
] nUla WIll call upon the provlllccs for aId III case 
of a w'ar or in a grave financml Cl'lSlS Apart from 
these only special emergenCIes, however, the settle
ments will be fixed, ngHl, and pellllanent. 

No provInce shall 111 future Ludget for a aefiClt 
in its current revenue and expenditure except under 
abnormal circumstances. It wlll not be p(>rtmssible 
for II. Provinmal Govmnment to run through Its 
balances, build up a heavy overdraft on the general 
balances of IndIa, and then have to be set on its 
feet by Imperial benefactions. If, for any special 
and temporary reason, a ProvinCial Government has 
exhausted its own balauces and receIVes permIssion 

Present 
arrangements. 
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-to overdraw, it will hose to take a small loan from 
thc Imperial Exchequer and pay mterest on it. If, 
in the last resort, a province finds It impossible 
to meet its demands, It may have to consIder the 
propnety of raIsmg additIOnal taxation. The settle
ments wIll not, however, debar the provIDces from 
shanng in any surplus whICh the Government of 
India may be ID a pORltlOn to dIstnbute m a good 
year. Moreover, the Government wIll no longer 
exerCIse the same mmute control over the budge~ry 
arrangements of the provlllces as has been tllC 
practlCe in the past.1 

The revenue reLamed by the Government of 
India for Its own purposes aud for meetmg 
the expendIture incurred by the Secretary ·of 
State m England is descnbed in the accounts as 
Impenal, and that whICh is assigned to the Pro
vinCIal Governments is descl'lbed II.S provincIal. The 
expendIture IS sImilarly classified. The pnnCIpal 
heads of revenue winch are wholly ImperIal are' 
OpIUm, salt, customs, post-office, telegraph, mmt, 
exchll.oge, 11.11(1 State rallways, the pnnCIpal diVIded 
heads bemg land revenue, irTlgatIOn, stamps, excise, 
assesses, taxes, and forests On the expenruture SId!" 

I Vide Sir Guy Fleetwood Wilson's Budget speech, 1911. 
"ThIS measure," In the words of SIr Guy Fleetwood Wilson, 
" wll1 gIve local governments a more abiding mterest m manag· 
ing and dlrectmg theIr own resources; it Will greatly reduoe the 
occasion for mterference by the Central Government; it will 
.tlmulate provincIal mdependenoe and self·relianoe. To the 
Government of InWa also It ought to mean muoh. It wIll reheve 
us from the unforeseen a.nd mdeterminate hablhty to which the 
Imperial revenues were formerly exposed by the finanCl&I dlffi· 
culties of any inwVldual provmoe." 
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of the accounts the charge for military services, debt 
services, and the charges under certain minor heads 
are entIrely Impenal, general admimstratIOn is 
divided, most other Important heads of expendIture 
are prOVInCIal. 

The net provInCIal revenue, includmg aSSIstance 
from the Imperial Exchequer, in the year 1908-9 
amounts to about 30 crores, and the net expendI
ture also comes up to nearly the same figure. 

4. LOCAL FINANCE 

Local Government l may be consIdered under three 
heads: Mumcipahtles, Distnct and Local Boards, 
and Port Trusts. 

ProvincIal 
ExpendIture 

The aggregate lUcome of all the mumcipaIities MunlClpalituli. 

taken together was SIX crores In 1908-9. Municipal 
revenue IS derived from vanous sources Rates and 
taxes, reahsatlOns under speCIal Acts, proceeds of 
mumcipal property and grants from the Govern-
ment. Of the taxes, the most important are those 
on houses and land. Next lU importance are the 
octroi duties whICh are leVIed in the United Pro-
vinces, the Punja.b, the North-western Frontier 
Province, the Central !)rovlllces and Berar, and 
Bombay, where the house and land taxes do not 

I The system of Loa&l Self·Government In India. wa.s mtroduced 
by Lord Ma.yo a.nd Lord Ripon. The mumolpa.l bodies a.re In 

genera.l partly elected a.nd partly nomma.ted. They a.re subJect 
to Government control In a.1I their a.ctlvltieB. In l909 there were 
717 mUIllclpahtiee m India.. TheIr funotlons a.re Blmlla.r to those 
of the Borollgh CounCllil and Urban DIBtnct CounCIls of Engla.nd. 
but their ooJ;letitutlon lS dd'ferent. 
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-exist. BesIdes these, there are taxes on animals 
and vehICles, taxes on professIOns and trades, tolls 
on roads and fernes, water rate, lIght rate, conser· 
vancy rates, and other minor taxes. Under special 
Acts the mumCipalities denve income from pounds, 
hackney carriages, and bcenses for the sale of spint.'i 
and drugs. Most of the municipal bodies also denve 
income from rents of lands and houses, sale proceed..~ 
of lands and prouuce of lauds, receipts from markets 
and slaughter-houses, fees from educational lllstItU
tions, etc. Then mcome is often supplern('nted by 
grants from the Government~ 

The mam objects for WhICh muniCipal funds 
are spent are: Lightmg, police, public health and 
convemence, Including water supply, drainage, coh
servancy, hOspItals and dIspensaries, vaacmutlOn, 
prevention of plague, markets and gardens, the con
struction and mamtenance of roads and bUIldings, 
and public instructIOn. 

The total expendIture of the municipalitIes often 
slightly exceeds their ordinary income, and these 
bodies have to apply to the Government for aid. 

The incidence of the municIpal rates and taxes 
on the population was 2'8 as. per head.1 

DIstrict And In rural areas District and Local Boards 2 perform 
~Bo&rda. the dutIes assigned to muniClpalitJes 1D urban areas 

1 Stat;'tico.l.A.b8tract jur Bnt.ah Indta, 1908·9, p. 191. 

I The Boards contAm a vArymg proportion of eleoted members 
Ib all provinces except MAdras, where the elective system 18 

applied only w membere of Distriot Boards. The tQtal number 
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The funds of District and Local Boards are largely Income. 

derived from rates or cesses levied upon agricultural 
IA.nd over and above the land revenue. lhom Apnl, 
1908, the accounts of the Boards have been excluded 
from the general provincial accounts, and theIr 
funds treated Independently in the same way as 
municipal funds. The Government of India now 
make a grant-m-aid to the funds of all Boards equal 
approximately to one-fourth of their income from 
rates or cesses levIed on land The Boards have 
also other sources of Income, such a6 cattle pound 
receipts, educatIOnal receipts, medical receipts, tolls 
from fernes and hridges, and contnlmtlOns for 
speCific purposes from the pi oVlllCial funds. TheIr 
ag'gregate income m 1908-9 was 6t crores 

The expenditure of the Boards is e1llefly for Expenditure. 

roads and bndges, hospitals, vacclllatlOn, conser-
vancy, drainage, water supply, pnmary educatioll, 
markets, and rest·houses. 

The incidence of the Boards' rates and cesses is Incidence of 
Boards' 

4! as. per head of the population 1 TantlOn. 

The administration of the larger ports IS placed Port Trusta 

by various Acts in the hands of Ilort Commissioners, 
who are charged with the provision of suitable 

of DIstrlot Boards 18 at prosent 194, and of Local Boards 515. 
Tbelr functions are, in some rospects, slmtlar to those of the 
County Counolls and Rural DistrICt CouncJls of England. Their 
powers, hClwenr, are muoh more restrloted than those of the 
latter bodtes. 

I St(UiBI~ Abstl'llct/or BI;tish Ind.a, lllOR·09, p. 105. 
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'dock accommodation, and other services necessary 
to shIpping. The Port Commissioners are em
powered, subject to the control of the Government, 
to levy dues on shipping and goods, to charge fees 
for services rendered, to contract loans for port 
improvement, to maintain the harbour and its 
appl'oacheB, and to erect warehouses, Jetties, harbour 
lights, and docks, for the convenience of traders and 
shIpping. 

Oluef ports The chIef IndIan ports are Calcutta, Bombay, 
Karachi, Rangoon, and Madras. The apliIoximate 
incomes of these ports are I! crores, 75 lakhs, 
25 lakhs, 29 lakhs, and 11! lakhs respectively.l 
Chittagong is also gradually ansmg mto importan~e 
as a port. 

I The Port Trusts have Wide powers, but are more subJeot to 
control by the Government Members of these Port Trusts are, 
for the most pa.rt, appomted by the Local Government, and a.re 
la.rgely representatives of the looa.l oommer,omi oommurutles. 



CHAPTER XIII 

THE STATE AND ECONOMICS 

SOME of the economlC functions of the Government 
have been dIscussed III the last chapter. The obJect 
of these fuuctions, however, IS more pohtlCal than 
economic In the present chaptcr, a brief account 
will be glVen of somp of the more drrect relatIOns 
whlCh econonnc phenomena bear to the State m 
IndIa. 

1 STATE LANDLORDISM 

As we have already seen, there IS a tendeucy 
among Indian officials to regard the Government as 
the ultimate proprietor of all lands, and to consIder 
the revenue received by the State from the people 
as in the natu-re of rent. Attempts are often made 
to prove the correctness of the view by a refe~nce 
to past history. The Imperial Gazetteer says, 
"Throughout the periods of native rule, for whi<lh 
we have any historical data, the prevaIling custom 
was for the cultivator to deal direct wlth the 
representative of the State, and the woole of the 
economic J'E¥lt 'pa6sed straight from the one to the 
other. E.ven when ther~ was an inttlrmediary J 

Tendency 
among offioials 
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and when that mtermediary enjoyed, to a greater 
or less degree, the other incidents of propne' .try 
right, he seldom recelved any substantial share of 
the profits o( cultivation, and sueh dues 38 he 
mIght mtercept would more fittingly be clll.Ssed 
as jel'$ or perqUIsItes than as rent m the' proper 
sense of the 'term. As the several prOYll1ces passed 
under Bntish rule, the Government at first con
tmued the natlve practICe of takll1g as lano. revenue 
the whole or nearly the whole of the econonpc 
rent. When the intermedianes were few or weak, 
the GOVE'rnment dealt (irrect wIth thc cultivator, 
e,g. 111 ralyatwari tracts, where, on the other hand, 
the intermediarIes were numerous and powerful, 
as IS the z<1mindan tracts of Bengal and the 
provmces, the Government dealt WIth these inter
medIaries, leaving them to collect the renis from 
the cultIvators, Ilnd, when paying- the proceeds 
to the State, to retam a small proportion, generally 
10 per cent. for their own use It IS from this 
percentage that payments now representmg the 
net rental have developed." It goes on to say: 
"The pecuharity of In<han rents lies, therefore, 
in thIS fact, that whereas in most countries the 
land revenue is an asstgnment from the rent made 
by the landowners to the Government, in India 
the net rent is, hIstorically speaking, a relinquLsh. 
ment of pa.rt of the profits of land by the Govern· 
ment to the landowners" 

If thls theory of State landlordism be correct, tWO 

results wIll legitimately follow-(a) the la.ndlords 
will sink into the position of a merely superior kind 
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of tenants, and (b) 't~ Government will be justIfied 
m lemandl1fg as Its revenue the whole of the 
economIC ren~ 

Rut whateva,;'lUay be the hlstoncal value of snch 
a thooTY, the G'o,,"ernment has never put forward a 
clalm&td the ultimate propnetorshrp of all land and 
to Its nght to an economlC leIlt A~ Mr. R H. 
Baden-Powell, a great authonty on the BubJect, 
sayoS "Nowhere and under no revenue system does 
the Government clann to take the unearned lllcrc
m~nt or the whole of what rernams after the wages 
of 'labour or cost of cultlVatlOn and profits of 
capItal have been accounted for." 1 The Government, 
as a matter of fact, bas('s ltS claJm to land revenue 
ono " the anCIent nght of the Eitate to a share oi the 
produce of the sOlI" -that 18 to say, on the hlstoncal 
fact that the rulers of SUCCPRRlve Governments 
m IndJa have at all tunes raIsed the greater part of 
theIr State income by Ipvymg a tax on the land.2 

Mr Baden-Powell looks at the matter from a 
practical pomt of VlCW He sayA, "The Rntlsh 
Government has everywhere conferred or recogmsed 
a pnvate right III land, and III large areas of 
country-Bengal, Oudh, and the whole of Northern 
Indla, for example-It has expressly declared the 
proprietary nghts of the landlord and the village 
owners. It IS, then, ImpossIble to say broadly that 

~ Baden-Powell, Land Sy"te17l8 oj Brttt8h India. 

II This share usually varied from one-sIxth to one-tenth durmg 
the Hmdu penod, but was liable to be mcrcased In time of war 
or of apeoia.l neoesslty. Akbar raIsed thIs share to one-thIrd of 
the produce. 

L~ N 

Jl[r Baden
Powell's view 
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the State takes a rent from the landholders regarded 
as tenanttl, The Government 18 certamly not 
owner ... " The utmost It does IS to regard 
the land as hypothecated to Itself as secllflty, in the 
last resort, for the land revenue asseshed upon It." 
He goes on m the same stram' "After the Govern
ment has so ci.istinctly conferred propnetary nghts 
III land, any later use of the term' um vel sal land
lord) a.pphed to Government can 0111y be m the 
nature of a metaphor. The only funct.Jon of a laJ?d
lord that the GoveInment exeIClses IS th£> general 
care for the progress of the State, making advances 
to enable the cultIvator to SUlk wells or effect other 
improvements, advancmg ruoney for general agn
cultl1ral purposes, suspendmg or remlttmg the 
demand for Fevenue owmg to famme or calamIty of 
season." Mr. Baden-Powell glVPR hIS final deC'IslOll 
in the following sentences "The land revenue 
cannot, then, be regarded as a rent, not even m the 
Raiyatwan lands. . . .. I should be mclined to 
regard the charge aA more m the nature of a ta.[ 

on agricultural incomes." 1 

Regarded from this standpoint, then, the Govern
ment is not the ultlDlate propnetor of all landt:!. 
N ow, the question anses, can we pomt to any 
class which has ahsolute propnetary 'l1ghts to the 
land? Perhaps it would be safe to answer that 
there are hardly any ahsolute proprietors iri Imha, 
but there are various grades of propnetary rights, 
each of a series of persons havrng some of the 
characteristics of a landowner. 

I BlKlen.Powell, Land Sy81etm of Bmw" India.. 



THE STATE AND ECONOMICS 195 

The proprIetary rIghts may be divided into five 
main classes' 

(i) The Government lIlay be the direct owner. 
(11) The cultIvator or landholder may be, for all 

practICal purposes, consIdered as propnetor, pllying 
revenue to the Government. ThIs IS the system 
wInch ohtams III the raIyatwari traets 

(lll) The (Jovermnent may recogmse one grade of 
proprIetor between ltself and the actual landholder. 
Th.e most perfed t'xamplr, of tIllS IS found III the 
zemmllal of Bengal 

(IV) The Uovernment may u'coglllse two grades 
of plOpl wtors IlPtwef'1l ItKelf and the actual land
holder TIllS fmm IS fOUlld III cases where the over
lord's nght haR not ueveloped flO far as to make him 
Hole landlord ana all others mere tenants. 

(v) The Government Inay recoglllRe certain 
suh-propnetary llghtR, Crt. patm, dar-patm, etc. 

Land tenureR III Indla are largely th~ result 
of changes and growths Very often, one set of 
rights was RUpel'lmpWlCd upon another, and thus the 
vanous grades came mto eXIstence. 

2. PERMANENT ZEMINDAHI SETTLEMENTS 

Durmg the early years of tIl(' East IndlaCrmpany's 
rule, the revenue settlement was made tor very 
short periods, often for one year only This system 
ca.used nJllCh Inconvenience to the Government and 
great hardship to the pe~ple. The lhrectors of the 
Company reallSed the evlll! of the system, a.nd in a 
letter to Lord CornwallIS they not only expressed 
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their disapprobation of the frequent changes in the 
revenue settlements of Bengal, but condemned 
the endeavours whIch had been made to contmually 
lllcrease the land tax Lord Cornwallts took up 
the ldea of a permanent settlement whlCh had 
been advocated by PhIhp FranCls Thrce POSS! bie 
methode of Rettlement in Bengal were open to the 
Government· (a) (1 settlement WIth the ralyats, (b) 
a settlement wlth the farmers of revenue, and (c) a 
settlement wlth the 7.cmmdars Mr (afterwar.ds 
Slr J oho) Shore advocated the last method as bemg 
the only one consistent With good Government and 
the lmprovement of the country. 

The Permanent Settlement was llltroduced in 
1793. In promulgatmg the meaHure, the Govern
ment had tv. 0 objects 10 VieW' (1) the sccuntyof the 
revenue, and (2) the hope that if the land revenue 
were fixed m perpetmty, the landlord would have the 
greatest mducement to improve his estate m the know
ledge that anythmg he could make from his estate 
over and above the lauo-tax would be hls pnvate pro
perty, and not subject to any imposltIOn by the State. 
They further expected that this act of generoslty 
on the part of the Government would iIllluce the 
landowner to be generous towards hIS tenants. 

The preVailing opmion of offiCIals in the early 
years of the mneteenth century was that "he 
measure was attended With great success. The Com
missioners of the Agra province in a Circular letwr 
said, "The Permanent Settlement concluded in the 
Bengal Provinces has notorIously been attended with 
the happiest success, and the flourishing state of those 
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provinces must, we tlunk, be ascnued, III an emlllent 
degree, to that wIse and salutary mearmle." They, 
therefore, rccommemled the extensIOn of tbe measme 
to the Agra provlllce. Many other offiCials also hel(i 
the same Vlew, anJ Jesned that the Permanent 
Settlement should bc extell(ied to the whole of IndIa 

Later, however, the officIal VIeW undmwcnt a 
change, amI at the present momcut there IS almost 
an unamnnty of' oplIllOn among omCIals regal dmg 
th~ faIlure of tho system. The l)JoRont attItude of 
the Guvcrumeut towards thc lIlca:mre has been 
clearly expressed m tho Notc on the Lawl Revflnue 
PolIcy of the Imhall Government, 1902, IRbl1C(1 1I1 

reply to certam cntlCIslllR of the late MI R C 
Dutt The Note lUllS thus "The (;oveIllInent of 
In<iIa know of no grouud whatever for the conten
tIOn that Beugal has uCE'n saved from f,t1IllllE' hy 
the l'E'rmanent Settlement, a contentlOlI WhICh 
appears to them to be (bspl'owd by lllstOlY. and 
they are not, thcrefOle, diRposed to attach much 
value to pl'edtetlOlls as to the henefits that lllIght 
have eusued had a sllllliar settlement heen extcnded 
elsewhere." " As rcgards the conditlOll of cultIvatIOIl 
lU Bengal ... there IS stIll less gIOund for the eOll
tentIOn that theIr positIOn owmg to the Perm.lllcut 
Settlement has been COllver ted lUtO one of excep
tIonal comfort and 'prosperIty. It IS prpcISP]Y 
because this was not the case, and so far from 
being generously treated by the zemmdals the 
Bengal 'cultIvator was rackrented, impovenshed, and 
oppressed, that the Government -of IndIa felt COIll
pelled to..intervene on his behalf. 

The prp~ent 
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"As for the allegatIOn that the Permanent Settle
ment has been the means of developmg m Bengal 
an exceptlOnal flow of pubhc-splIltecl and charItable 
investment, while the Government of Illliia are 
proud of the fact that there arc many worthy and 
IIberal-mmded landlords III Bengal as there are also 
m other parts of IndIa, they know Lhat the eVIl of 
absenteeism, of management of p::.taLes l)y unsympa
thetic agents, of unhappy relatlOu between lamllolll 
and tenant,and of the multlphcatlOII of Len me-holders 
or mIddlemen between the zemmdar and the culti
vator 1Il many anu val'lous degr'~es are at least as 
marked and as much Oll the lUcrease thme as else
where, and they cannot consClentlOusly clluOIse the 
proposItion that, HI the llItereFit of the cultivator, that 
system of agrarian tenure should Ue held up 111'1 a 
public model, which IS Hot supported by the eXlwnence 
of any CIvllIseu country, whICh IS not JUfltlfied by 
the smgle great experunellL that has been made Ul 

India, and whICh was found 1Il the latter case to 
place the tenant so unreservedly at the mercy of 
the landlord that the State has been compelled to 
employ for his protection a Illme strmgellt measure 
of legislatIOn than has been foulld necessary III 

temporarily-settled areas" 
Independent opimon IS divided III respect of HIlH 

questIOn. One View is that it has most effectually 
safeguarded the eC0110IlllC welfare of the people 
The earlier generations of InuIan statesmen favoured 
this view; but the modern trend of Imhan opimoll 
i!~ms to be to look upon the measure as a mistake. 

Mr. J. S. Mill wrote, "The measure .proved a 
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total fallure as to the malI! effects which Its well
moaning promoters expecteu from It. They flattered 
themselves that they had created throughout the 
Bengal plOVlIlces 'EnglIsh landlurds, allli It vroved 
that they had only created Insh ones They (lId 
llothmg fO! the IIllprovement of theIr est::.te, uut 
everythIng for thCll own rum In uue gcnezatlOn 
Lhe anment Zl'lllllHlars had ceased to eXist, and other 
fallllhes, mostly the descellliants of Calcutta money-
10l1(lers, now occupy their v1ace, and hve as useless 
,Irones UpOll the SUll which has been glven up to 
them Whatever the GU'oOtnlllent has sacnticed of 
Its pecUIuary cl<11111b for the Cled-tIOn of slIch a class 
has at the best been wasted." 1 

• Mr .. James Mill, III 1m, Jhstvrll Ii Tluha, said' 
" Next after the sovereIgn Lhe llllltledluie cultIvators 
hall by far the greatest portIOn of mterest m the 
SOlI The generous resolutlOn was adopted of saCrI
licmg to the Improvement of the country the pro
prietary nghts of the sovereign. The- motives to 
nnprovement wlnch property gives. of whlCh the 
vower was Justly appromuted, nllght have been 
ueRtowed upun those.. from whom awne the 
pnncipal improvements III agnculture must Ue 
dcnved, the llDrncdmte cultIvators of the soIl. For 
the nghts of the zelllmuars a complete compensatIOn 
might have easily been made." 2 

1 Vide.J S. Mill, Principle' of Pol,tICal Econo'lllY . 
. ~ In EnglD1ld tho la.nd-tax was mad .. perpetual III 179R, "hen 
Wilba.m Pitt ihe Y (Junger was the Prime Minister. A1lcor<\J,ng to 
Mr. R.. C. Dutt, the English settlC1Dcnt ha.s benefited the J\J.nded 
ola.sses only, but the Benga.l settlement ha.s oonferred 8. sJial'c of 
the beneat on the a.gnoultural oommulllty. 

J arne, 1\1111'. 
0pUllon. 
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So much for the defects of the system, but It 
undemably Pas one good feature As Mr J. s. Mill 
says, "In tIllS Ill· Judged meaHure there was one 
redeemmg point The ryots were reduced to the 
rank of tenants of the zellllIlllar, but tenants wIth 
fi~nty of tenure. In the parts of India mto which 
tilt:! BrItIsh rille has been more recently mtroduced, 
the blunder has Leen aVOIded of endowlIlg a useless 
body of great landlords WIth gIfts from the pubbc 
revenue, but along With the evIl the good allo1o 
haa been left undone" 

Though the Permanent Settlement IS open to 
obJectIOn, the system of temporalY settlements IS 
not without Its defects ] t not only means expense 
and trou ble, but the dIslocatIOn of hWllncss It 
has, further, the tendency of chrckmg the Improve
ment of cultivatIOn, and even of lJaralysmg It 
by an uncertalIl and eVer-lIl(JlIeaSlllg State demand. 
And the shorter the perIod for which settlements 
are made, the greater IS the degree III WhICh 
these evIls appear The only solutIOn of the 
problem seems to be to make the settlements for 
fauly long penods, say, fifty years, so as to aVOId 
the defects of both the extremes. 

Before leavmg tlns subject, a few words may be 
said about the zemmdar's rIght to the SOIL A 
conslderable difference of opinion eXISts regardmg 
the question whether the zernindars were origmally 
landlords in the English sense, or only farmers and 
collectors of revenue. In the great Rent Oase of 
1865, a.n authoritative opinion was delIvered by the 
Calcutta. High Court, in which the judges Jleld the 
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view that the Bengal zeminJars were, in theu ongm, 
not true landowners, but revenue-farmers Some 
Indian statesmen, however, rpgard them as havmg 
been real owners of the lanfl, and, in Borne cases, 
rulers of portlOns of the provmce ThE' VICW of the 
Government of Bengal was clearly explcbsC(1 tn 
theIr letter to the Government of India, dated the 
24th of June, ]90], In whIch they said, "But the 
truth probably hes hetween the posltlOn adopted by 
th.e advocates of the two (mles of the questIOn, alld 
while there were large numbers 'Jf 111ll1dlelllell 
Auddenly cOllverted mto landholders, there were nIHil 
heredItary chiefs With all tIle attnbutes of pro
pnetorAlnp that were known m theu tllne III 

Iridia." 1 

Thus whatevpr may have 1>('PII the ongmal Tlw zemmdar 
a limited 

status of the :T,emmdars. ill practH.:c they ale awl proprietor 

must be regarded al> actual proprtetors of the land 
they hold, subJect to the right of the Government to 
land revenue, and of the tenant to whatpver rlghtH 
are vouchsafed to him by law and custom. 

3 TENANCY LEGISLATION2 

The obJect of the tenancy laws of the govern
ment 11l India is to protect the tenant agnmst the 
effects of an unfair competition, and to Hecure tu 
him the rights conferred by custom. As a large 

1 Vide Note on the Land Revenue Pol.Cf/ oj tlte (}oller'l.me7It, 
190e 

2 Vide Baden.Powell, Land Sy8fpm8 oj Bntll'oh 1-1111Ia and the 
Tenancy ami Rerlt Acts of the dijl'erent PrclI1mci<Jl (}ol'erumentd. 

Object of 
tenancy laws. 
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proportion of the population is connected with the 
land, a summary of the legIslatIVe provisions Ielat
ing to land WIll perhaps be found useful. 

We have already seen tha~ lamllonl and over
lord rights grow up over, and often at the expenRe 
of, other nghts in land. As tune goes on, some of 
the landlonls become predommant, and the rest of 
the ongmal landholders tend InOle and more to 
smk mto nOll-propnetary cultIvators or tenants. A 
certam number of such tenants, how(,ver, Eluecec(l.lJl 
assertmg themselves, and wrestlllg froll, the lawl
lords permanent tenures, 

It IS very dIfficult to draw a hne hetween the 
tenants who represent the old landowners and those 
whose posItIOn is due to contract lrJ Bengal 
aud the Agra Provll1ce the lewslature has aVOIded 
the dIfficulty by enactmg a general rille that where 
any tenant has contlIlllously held the sume land for 
twelve years, he should be regatdeLl 1U all caseR as 
an Occupancy Tenant. In the PunJab and Oueih, 
hOWeVf'f, the twehe years' rille Ll()i~S not apply, 
and in the Central ProvIllces It IS only appheJ III a 
speCIal and hmIted way. But 1Il these provlllces a 
number of privIleged landholders are recoglllSl1d as 
Bub-propnetors. 

The tenancy Jaw of Bengal thvides tenant!! mto 
three classes: (1) Tenure-holders; (2) RyaLs; and 
(3) Under-ryots. The ryots, again, are dIVIded mto 
(If) RyoLs holding at fixed rates (t.,hat is, eIther at a 
rent fixeu. III perpetlllty or a rate of rent fixed in 
perpetlllty), (b) Occu!)aney-ryots, that IS, ryots 
having a right of occupancy in the la~ held by 
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them, and (c) Non-occupancy ryots. There IS, In 

additIOn, another class, namely Settled Ryots, that 
l~, those who ha.ve for u. penod of twelve years held 
as ryots lands situated m any vIllage. 

A Tenure-holder IS a person who has acqUIred 
from a propnetor or from another tenure-holder a 
nght to hold land for the purpose of collectmg rents 
or brmgmg it under cultlVatIOn by estauhshmg 
tenants on It, and the term lIlclu(les the suceeSHors 
in interest of perHons who have acqull'ed such 
nghts. 

A Uyot is a per~un who has acqmred the rIght to 
hold land for the purpose of cultlvatmg It uy hWl
self or by mem hers of lns family, 01 hy hlre(l 
s~rvants, or wlth the aId of pal tnelR aIlli the term 
includes the SllCCeSflOI'S III lIlterest of persons who 
have acqUIred snch ng-hts. 

U mier-ryots are tenants holdlDg laud, whether 
ImmedH1tely or medIately. umler a ryot 

III Bengal, ryoLR at fixed ratt's arc the hIghest 
class of tenants, and have pructlCally \'Pry much the 
same priVIleges as the tenure-hoiller. The rent 
cannot be enhanced awl the holder canllot be 
ejected, except for HOIDe expless breach of :he con
ditIOns of tenancy. All other prInleged tencl.uts 
a.re grouped together as occup::l.llcy tellau\'s. The 
rest of the tenants are teufLuts-at-\Hll, who ha\e 
Qnly the benefit of Bome protective pronsIOllR, (' [J 

l10tlCe of eJectment of not less than SIX months, ~tc. 
In the perma.nently-settled dlstncts .of the Agra 

province, there are certain tenants at fixed rates, 
.just 8.8 ill Benga.l. All other tenants, If they have 

(c) Non
occupancy 
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held thE' same lands for twelve yeaHI, are occupancy 
tenants. Tenants of legs stalldmg arc tenants-[tt
wIll There IS also another class, namely, ex-pHl
pnetary tenants, who are occupancy tenants III 

possesslOll of lawl of wInch they had OIlce oeen 
propne1.ors, and they have the privilcge of a leduced 
rent (whH'h IS usually 25 per ceut beluw that uf 
ordlllary tenants) 

in C P • In the Central l'rovmees, the landowners or 
Malguzar propnetors have a Htlwtly llllllte(l control 
over a large part of the tenantry, Loth as reg-ardH 
ralsmg of rents alH1 eJectment Ejectment of the 
tenant,; of tlle pnvlleged c}as;,el' can only be elTecten 
by a decree of COUlt 011 very I'pecraJ g"IOllUd", and 
enhancement of rcnt IS restnctc(l ThA Centr~l 
Provinces Tcmtncy Act mentlOllf, Rpecltieally ab,~ollltl' 
occupanci/ tel/ants whu cannot be eJected for any 
cause whatever, ami whose lent must he fixed for 
the term of settlement The next ClaSH lS that Df 
the O'l'dtnary ucc'upa1H'Y t, ?lOUrS The I'lghts of tius 
class, however, are not growlllg as III Bengal anu 
the Agra Provlllce Tenants holding land. I},'l a 
remuneration for VIllage RPrVICe are speCIfically 
recogmsed in thIS Act. Onhnary (that II:, non
occupancy) tenants are protected III various ways. 

In the Puujab, In the }'unJah, the occupancy nght IS purely 
of natural growth. The 1'lUl,1ab law uefines as 
occupancy tenants those who for two' generatIons 
have paId neither rent nor service to the propnetoi', 
but only shares of the land-revenue, those who are 
ex~proprletors, thiBe who had settled along with the 
founder and aided m the first clearmg, IIllld thoee 
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who had been revenue-assIgnees and had remained 
m pOElSessIOiJ of the lan(] These naturally-entltleJ 
classes are gIven dIfferent degrees of prIvIlege. 

In Madras, every tenant 1S aPowcJ to have m l'IIauras 

whatever pnvllrge he can prove There Iii no 
artJfiClal rule alxmt the late of rent or the lnlllt of 
enhaJ ICCIllPut 

al e enfol'( cd 
All contracts, E'XpreSH or Imphed, 
If there IR no cOlltwet, the rate IS 

to be tbat of the Gm l'rnmf'llt asseRsment, 01', falhng 
that, the cllRtomary I ate of tbe locd,hty Tenants 
1Il gellClal CMI only h:' u,ll'ctl'll pnrRuant to a deClre 
of court, 1ll1t they CHn al\\ay~ relmqu1sh the land at 
the em] of the J ear 

In Bow!>a)" thr holder of tbe land 18 eIther In Bombay, 

a 'dIrect oC('upant paymg n'\ (,l11le to the GoveIn-
ment, or 1:'; an mfeflo]' occnpant lhlymg rent to borne 
supenor. In the latter ra&e, If thrle 18 an agree-
ment, the t.rlIllR alone detprmllle the featurcs, rent-
charges, and halnht1('S of tllC tenancy, If not, then 
the usage of the localIty IS referred to 

In Ouah, all attempt was at, first made to mtro- m Ouuh. 

duct' the polIcy of tl18 .Ag1l1 l'lovlllce of 19n1lllllg 
the overlords and dealmg WIth the VIllagers a:,; 
propnetors, h1lt after the mutmy a 8ettlernent waR 
made WIth the Talllkdars 1'1118 necessltated an 
elaborate senes of provIslOllS as to the protectIOn to 
be afforded to tenants m the '1'a111k8. The nghtR of 
the tenants ,were recoglllsed and protected by the 
t$ant law of 1886, whIch enflured permanent 
occupancy to hereditary tenants, and the lillutatlOn 
of their ren ta. 
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4 THE STATE AND INDUSTRY 

The government m Indm has always maintamed 
a polley of non-mtCIfelence or la1Ssflz ja~1't 1Jl 

matters of mdustry ano. trade Its connectIOn wIth 
them IS, m fact, of an mdirect klIld The growth of 
mdustIY IS made possILle only hecause of the secunty 
wInch the country enJoys unner the Government. 
But actIve steps are rarely, If ever, taken l)y the 
State to promote mo.llstnal dovelopmont It mllst 
be admitted, however, that .Just at the present 
moment the Government 18 tahng some mtereRt in 
these matters, an<l the movement for promotm!r 
home lllo.ustncs IS now reeelVmg some amount of 
sUl1port at' Its hands. OrderR have been gw!m 
to the effect that storeFl required hy the Govcrn
ment slJould, UH far as practlCable, be purehaseo. III 

IndIa, and a preference should he gIven to IndIan 
over foreIgn .rnanufactuTf:s, provided that the 
qualIty IS suffiCIently good and the pnce not 
unfavourahle From tmlC to tIme monographs are 
Issued dealIng WIth the positIOn of some leadmg 
llldustry. The Department of CommerCIal In
telhgence also publIshes much valuable lllionnutlOn, 
and thus helps to diffuse knowledge regardmg 
eXIstmg manufactures and future possIbIhtIes. The 
local governments often InstItute special enquines 
to ascertain the prevailmg mdustrial condItions. 
Industrial conferences and exhIbItIOns are some
times held under the auspices of the Government. 
Endeavours have been made during the last few 
years in most of the provinces to iIlll/rove the 
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domel5tic cotton industry by mtroducmg better 
types of handlooms and superIor methods of weav
mg. In Madras, successfl11 experIments have been 
made in the process of chrome-tan rung. The 
Governmcllt have also gIv('n some cncouragement 
to techl1lcal an(1 commerCial educatIOIl by offerlllg 
scholarslnpH to deservmg young men, and by helplDg 
borne of the pllvate assocmtlOns 

These llleaHures S1lll1 up the activity of the State 
in the matter of the eucolllagement of mdustry. 
Bl{t, takPn together, they do not amount to much 
In thlH respect the Indian UOVelJ1nlellt compares very 
unfavourably ,",Ith Lhl' othC'r ClVlhsell Governments. 
In Germany, the UlIl(,ed Stat,es, Canada, and 
Altstraha, the State (loes every tIling III Its power to 
promote natlOnalmdustry In Hungary, where the 
comhtlOlls ale Hl many respects slIllllar to those 
of Incha, the State l'CndCrR ImlUense help to mdus
try. In addItIOn to the mamtenan~e of a protec
tIve tarIff and the mdlf()ct support given to 
mdlgenous products by the guarantee that all 
reqUIrements of the authontIes shall be supplIed 
by home mdustry, the State has made various legis
latlve provlsIOns for the encouragement of mdustry. 
The malll provis.IOns of Act 3 of 1-"907 relate to 
(1) exemptIOn from taxatIOn and dues and from IOad 
rates, (2) reduced rates for railway transport and 
concessions m respect of customs and eXCIse dutIeS, 
aI!d of p,xpropriatIOn, (3) the delIvery of llldustrial 
salt at a pnce below that usually charged, (4) the 
encouragement of the buildmg of workmen's dwell
lUgS l (5) the development of industry by a 
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guarantee that all public contracts shall be placed 
wIth H'-lngarian firms, and (6) encouragement of 
industry by dnect grants of money (subsidIes).1 As 
IS qUIte natural to expect, these measures have 
resulted III a great expanSIOn of productIOn and 
trade 

If the narrow conceptIOn of the functIOns of the 
State be dlScarded, and an all-round development 
of the commumty be taken as the obJect of the 
State, the la%sfz jam> pohcy of the IndIan Govern
ment cannot be defended Uegarderl from tillS 
standpomt, the Government has surely faIled III its 
d)lty. But whatever may have been its short
comlll~8 m the past, it is not too much to expect 
that the Government WIll m future recogmse 'Its 
responsIbIhtlCs and turn its earnest attentIOn to thus 
matter. 

5. THE PROTECTION OF lNDUSTRY 

The abstract questIOn whether Free Trade or 
l'rotection Eohould be adopted by a State in Its com
merClal policy would form more fittingly the subject 
of dIscussIOn III a treatise on General Economics 
than m a hand-book of Indian Economics. But 
the arguments of the two schools may be briefly 
summarIsed here so that they may be helpful to the 
solution of our concrete problem. The advocates of 
Free Trade point out the following 6lavantages .of 
the system: (1) InternatIOnal trade "is like internal 

1 Vide Alexa.ndre de Hotta.n's a.rttcle In the Economic Journal, 
Ma.roh, 1911, p. 117 
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trade; the freer It is, the greater are the advantages 
to both parties; by allowmg trade to be absolutely 
unfettered, every one ~ able to buy m the cheapest 
and to sell in the dearest market, and the gams of 
all are at a maXIInUm, (2) every nation IS In a 
positIOn to develop Its natural advantages to the 
utmost, and then the worlJ's total wealth IS 
enhanced, because of the du:;tnbutIOn of productIve 
energles m the most economICal fashIOn, and (3) free 
Trade means goodwill among natIOns and among 
sectIOns of a comlllumty. To these arguments the 
opponents of the HyRtem would reply that the 
analogy between internal trade and lllternatIOnal 
trade IS not qUIte correct, that when all llldustry 
irt one country IS threatened WIth destructIOn by a 
BUUllar one III another, It IS no solace to the first 
that the world's wealth IR lK'lllg augmented at the 
cost of Its own, and that, far from promotmg good
wIll, Free Trade may produce the result of placlllg 
one country l~ eeononnc subjectIOn to another. 

The reasons tpat have been usually advanced in 
favour of ProtectIOn are the followmg: (1) It IS 
necessary to restrIct Imports III order to secure a 
surplus of exports so that there may be a balance 
of trade favourable to the country, (2) protectIOn 
is' beneficial to agriculture as well as to mdustry, 
because the resultmg increase of wealth and popula
tion is likely to afford a larger market for the food 
and raw matelial of the neighbourhood, (3) protec
tion has a tendency to increase wages and to raIse 
the standard of hYing of the labourer, (4) It furthers 
all-round filConomic development and secures national 
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industnal independence, and (5) under the fostermg 
care of the State mfant wdmltrJ('s ale plOtectfld 
agamst unfaIr competItwn dllflllg the perwd of tllPir 
growth, and thus saved from extmctlOn. The uSllal 
obJections to Protection are: (l) In prInCIple, It IS 
destructIve of all foreign trade and the mOl al and 
mtellectual benefits resnltmg therefrom, (2) It pre
vents a country from vroduclllg as mnch III tll(' 
aggregate as It mlght l'ro<iucfl m the ahsence of pro
tectwn, (3) It does not really protect, bpc[l.use -It, 
destroys as many w(lustncR as It artlhClally fORtNS, 
(4) It dIverts capItal from Its natura~ channels, (5) 
It tends to demoralIse the mdllfltnal clasflcs awl 
to render industry unproductIve, (6) it benefits the 
producer at the expclHle of the consumer, and is thus 
a rohl,Pry of the Inany for the benefit of the few, 
(7) It lIlvolves mterference of the State WIth traoe 
and mdustry, and It of tin I produces pobtwal COf} up
tion, and (8) It Call1:ieS natlOual amIIlosItH.'S 

WIthout entering upon a detailed cntIClsm of the 
arguments and reasonings of the two rival partIes, 
It may be remarked here that III thmr enthusiasm 
for their respective favourIte doctnnes, the advocates 
of each go a lIttle too far in theIr partICular dlrec
tion. Although some of the positIOns occnpleo by 
the extrem18ts on each sIde IS untenable, there IS an 
element of truth in each of the two opposed doc
trines. Cosmopolitanism is an excellent ideal, b~t 
a far-off one. So long as the dIfferent nations exist, 
each one of tbem should be allowed to develop itself 
in the best way It can. }'ree Trade means tlvalry 
among the industries of different coUJ.tries, and 
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when such industnes are on a footing of equalIty, 
it; helps to make each of them stronger, but when 
the struggle IS betwee>n a strong industry and a 
weak one, the weak IS sUle to be pushed out of the 
fielel unless It IS Laeked up by the State. Even 
such an ardent sllpporter of Free Trade as Mr. 
J S Mill adulltH th.tt 1lI the" mfancy stage of an 
munstry pIOteetlOu lS Ul:mfnl." The cOllcluslOn, 
then, IS that Frep 1'1 aIle Rhoulrl be the general 
puhcy of St.tteH, 1111t, Ulu\(lr certalll conultIOns, 
I'l'otectllll1 IH 110t only defemnhle but IS pOSItively 
benehelal 

So lllllCh ,LR n'gan\R the abstract SIde of the 
qUflHtlOIl Now lut us C'onbuler tht' matter from the 
T ~(h,tll ;;tandpmut At thc prebl'ut nl<llllcnt Illtha 
iH, III the mam, all agncultural country. "A natlOll," 
Hays LIst, "wInch only nu i'll'S OIl agnculture IS an 
mUlvHlual who 1I1 hlH nlUtellal l'roduetIOll lacks one 
arm."! 1'lOdllemg only raw matenals, she imports 
maIlufacturel\ gootlR, awl IS, III the wonts of the 
great cconoIIllst, " hke an uHhvHlual WIth one arm, 
whICh lB supported hy a formgn arm "2 The 
development of mallufactmes IS thus absolutely 
essential to the well-being of In(lia 

I LIst, NatIOnal Syx(p1l! of Poh(ltul }I.'conomy. List clearly pOint!; 
011 t the cldcCLS of an excl USI vo pursUi t of agrIculture In thesewords 
"In a country devoted to mere raw !logrIoulture, dullness of 
mmd, awkW!lorUneBS of bouy. obstinate adherenco to old notlOnR, 
oustoms, methods, and prooesses, waut of oulture, of prosperIty, 
and of hbbrty pre~lIoli The spmt of striving for a steady 
morease lD mental !loud bodliy acqUIrements, of emulatIOn, and 
of hOOrty, characterIse, on the contra.ry, a state devoted to 
manufaoture and commeroe " 

2LIBt, Nat(fnUll SY8tem of Pollhcai Ecooomy 

MIll'a con
cessIon In 
favour of 
Free Trade 

LIst'. VIew •. 
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But the Indlan industries which have been 
recently started, and those whICh are to be started 
III future, will have no chance of success If they have 
to withstand the competition of the well·developed 
and strong foreign mdustnes. All the mdustrially. 
advanced countries of the world have afforcled 
protection to thOIr industnes durmg the perIOd of 
their infancy. The protectlve pohcy of Cromwell 
and Oolbert laid the foundatIOn of the mdustnal 
greatness of England and :France respectlvely. 
:Even at the present day, Germany, the Ulllted 
States, the BntIsh eolomos, ,Japan, in fact almost all 
civlii8ed countues, mamtam the poltcy of Protection 
:England IS almost alone III thls matter, but hel 
Free Trade policy is consonant with the economlc 
doctrme-followed even hy the ProtectIOl1u;ts-that 
raw matenals should Hot be taxed. The conditIons 
of England, however, are qmte dIfferent from those 
of IndIa. and a protective tariff III In(iIa is lIkely 
l10t only to assist her mdustrics, lmt to produce 
revenue urgently needed for education, samtatIOn, 
and social reform. 

Indian opmion is, as Professor Lees·Smith 
remarks, "overwhelmingly protectIOnIst."l As early 
as in 1879, Mr. (afterwards Justice)' K. T. Telang-, 
made a powerful appeal for the protectlOn of India1l 
industries. The late Mr. Justice Ranade always 
used in hiB speeches and writings to dwell on ttte 
necessity of the adoption of a policy of protectIon 
towards the nascent industries. All the prominent 
Indian statesmen of the present day hold Pro-

1 H. B. Lees·Smith, India and the Tanff Pltblem. 
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tectIOmst views, and thmr VIeWS are shared by many 
Englishmen conversant wIth the economIC COntlitlOns 
of Imha Lord Mmto saId the other day Lhat the 
future of IndIa depended very largely upon what 
could be done for Lhe development of IndIan 
mduBtnes. From a manufacturmg pOUlt of VIeW 

Iudu:!. was a young coulltry Canada was ulso a 
young country, and It could not bave become the 
great country It was HOW without a lllf!lt tarIff wall 
agalTUlt the pl()(lllcts of the Umtotl ~tateH The 
CanadIans had c]"C'atell their lllanulactuH-'S, an!1 had 
become strong llY the arLlficlal alii givcn to thpu· 
own lIl<lustnes Of course, lnllm was not 11l the 
sume POSltIOlI as Canada, It dIll not touch up WIth 
the tern tory of allY gIeat mallufacturmg Po" cr 
But It dId touch up ag,LlIIRt cOlllpetitIOn, awl If they 
wanted to create great mdubtnes m Imha, Ill' dill 
not Bee how they conlll do so WIthout HOTlwtlnng 
lIke TarIfr Hefonn 1 

Though 11lliJun statesmen ad"ocate a system Indul.n 

I statesmen 
of ProtectIOll, they ale nOL lllllld 'rotectlOlllsts not bhnd 

They are fully ahve to the fact that l'IotectlOIl WIll prot.ectlOlllsta 

lay a burden on Lhe CUllSUlIllug publIc, !LIlt! enta11 on 
them g16a.t saenficE's. They conSIder It expedIent 
to ma.ke those sll.CIlfiees, because they thmk that the 
loss is sure to be mOle than couutel balul,ced by the 
gain in respect of the resultant increaBe of pro-
ductIve power. They do not, however, dosue Lhat 
the polIcy of protectIOn should be extended to each 
and every industry. They would advocate pro-

1 Lord Mmto's speech a.t the Central ASIan SOCIety, Ma.y 17, 
1911, repo'liied III the Times. 
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tection only for those mdnstnes WhICh may have a 
reasonable chance of success The ultlmate ldeal of 
the so-called Indian Protectiomsts 18 Yree Trade. 
They hope that a tmle wIll come when protectlOll, 
havmg served Its purpose, WIll no longer he needed 1 

tl INDIA AND IMPERIA}, PREFERENCE 

We now come to an llJlportallt practical question 
allIed to, aud yet lhftel ell t frolll, the Olle we have 
Just treated. In (!lSCUi-lSIOlIR auout Impend prefer-
euce, India IS generally left out of account, awl Lhose 
who allude to IIIlha louk UPOll the matter not frolll 
the IndIan but the Ellghsh htandpomL ~lr ltopOl' 
Lethbridge says, .. In any reasonaule scheme for 
the CommercIal FederatIOn of the HIltmh EllJplI'e, 
India mllst occupy the elllcf place after the Mother 
Country_ At tIns moment, among the Constituent 
Htates of the Emplre, she lS at once the largest 
producer of food and raw matenal, aud OIle of the 
largest consumers of rnanufacLured products. And 
potentlally, wlth her 300,000,000 of thI'lfty, mdustI'l
ous, and progresslve WOrkeIb and consumers, she IS a 
commerClal UUlt of greater Importance lIJ the world, 
whether for exports or for IlIlports, than almost any 
other." 2 

Sir Roper pLaces a very high ideaL before trw 
eyes of Indian statesmen. He holds out the hope 
that the future commerCIal treaty between Indla, 

1 Even Lst admItted that when natIOns have attamed to theIr 
full powers, Protection L8 apt to check progress and lead to 
decadence_ 

2 Vule Sir Roper Lethbndge, Indw. and Impel ial Rrifcrence_ 
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and the rest of the EmpIre wIll lllvol ve the recog
mtIOn of IndIa as a sovereign State. But he would 
not allow IndIa to afford protection to her own 
llldustrlt's aguInst Hl"ItlSh goods. Wherem, then, 
wIll the sovermgnty consist? 

SIr l~oper's general conclusIOns from his own 
arguments are that (1) the moment Imperlal prefer
ence IR eRtabhshed vaRtad vantages,dlrect and IndIrect, 
wtll at Ollce accrue to IndIa, (2) every branch of 
I~ldlll-ltry III every provlllcc of In(ha WIll at once be 
revIved and sLllllulatcd, and the In(han peolJles 
msured agaln&t famine, (3) the stablhty of Indian 
finance, now absolutely at the mocy of furelgn 
GoVelJlm~llts, WIll lie assured on the eheallest terms 
by ImperIal prcfe/'cnee, U) reasonable and adequate 
protectIOII will be secured for the nascent mriustnes 
of Iwha. and (5) 1Il every way, both IIIlhan sentI
ment::; and IlHlian ll1tmests WIll IeCelVe from Impenal 
pleference that cons](leratlOn winch IS their due, and 
willch can oIlly be secmed on thesc lines I 

These ale unduubtedly great advantages, and 
Illlpeual pI eferellce wuul(l be worth havlIlg If It could 
sc(;ure oven 1L Slllttll part of any of them. But to 
the IndIan staLeRman the I:lolutlOn of the problem 
Joes not seem to be so very satlsfactury ::lIr Roper 
appears to be very fnellJly to India, but when we 
examme hIS proposals we find that It IS the interests 
of EnglanJ and not those of IndIa winch he has at 
I)eart. The artleles winch will recm ve protectlUn 
under his scheme are tea, tobacco, coffee, cocoa, and 

1 The Bame Bart of a.rgument 18 also advanoed by other TarIff 
Reformers (fIde Speakers Handbook, Tantf Reform League). 

RecognJtlOn of 
Inula a.. a. 
80verClgn 
State, but no 
protectIOn 
agalllst BrItIsh 
goods 

HIS con· 
clUSIOUS 

ArtIcles whlcb 
would receive 
preference 
untler Sir R.. 
Lethbridge'. 
Bcheme 



216 INDIAN ECONOMICS 

indIgo. As for Lea, it is almost entirely a European 
industry, and any benefit WhICh may accrue to It 
will not be much appremated by the Indian people.l 

Tobacco IS a promlsmg U1dustry, and, If protected, it 
qray thrive better, but It IS very doubtful if mdlgo 
iian; be resu~citated Ly any artIfiCial means. Coffee 
and cocoa are very mInor mdustnes, and they may 
be left out of account. Taken together, these five 
llldustries represent only a very small proportion of 
the exports of India. We must look to othfir 
artlCles, therefore, ~to make the schemf;l re!111y useful 
to IndIa. But Professor I .. ees-Snuth seems to Judge 
the SItuatIOn correctly when he saY3· "As regards 

The most the ten ch18f exports from Indla to tHe U ruted 
=~~ I artICles of Kmgdoffi, represcntlllg 90 per cent. of the tota , I1\) 

u~~~ t<J preference is pOSSIble unless we ale WIllIng to raIse 
Kingdom, the price of raw matenals essentIal to out' mdustnes 

or of foodstuffl:! :From the nature of our eondltlOns, 
therefore, we have nothlllg substantlal to 0I1'er."2 
The ten artIcles he mentIOns are jute, tea, wheat, 
hides, Oll seeus, raw wool, Jute manufactures, raw 
cotton, nce, and lac. As Professor Lees-Smith 
points out, no preference IS pOSSIble m Jute and 
lac, for India possesses a practical monopoly of these 
artlCles, and there are no competItors to defend her 
against. In the matter of jute manufactures, the 
only rival 18 Dundee. As for tea, India does nOL 

want any protection. The remaimng articles are 

I Besldllll, the oondltIOns of labour WhIOh prev8.l1 In the tea 
plantatiOns are 80 obJ6ctiona.ble that eduoated India.ns would 
rather see the mdustry die out tha.n flounsh. 

2Vide H. B. Lees-Smith, India a1id the Tarij ProlJem. 
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either articles of food, e.g. rice and wheat, or raw 
materials of industries, sueh as hlues. Oll seeds, raw 
wool, and raw cotton. I)referenoe can be gIven to 
these mdustrIes only by taxing the J.mportatIOn mto 
the U ni ted Kmgdom of the same 0.1 tlCIGS £rOlll other 
countr18s, and thus ralsmg the prICes But it does 
not seem at all probable that any substantial rise 
in the prices of those articles WIll Le perrmtteu in the 
Umted Klllgdom. 
. It IS clear, then, that Inilla IS not lIkely to gam 

much hy a preference from the. U ruted Kll1g(iom 
Her trade wIth the colomes 18 very slllall, ana no 
system of preference from them WIll Le of allY real 
use to her. N either has the EmpIre anythmg to 
gfl.ln by the proposeu system, as Inum has notiuIlg 
to offer to the EmpIre 

Slr Roper LethbrIdge IS perfectly nght 1Il holdmg 
that "m Inula ProtectIOll for nascent lndm;tncs 
is specially needed by local circulIlstances" But 
India wants protectIOn agamst Great BntaiTl, for 
the prinCipal competItor WIth regard to nWlly of the 
rising industnes of Illlha 18 Great BrItam herself. 
It does not, however, scem pl'obahle that Cheat 
Britain WIll tax herself to bencfit IndIa. The real 
solutlOn of the problem from the IndIan standpomt 
thus lies In grantmg IIl(ha fiscal freedoll. such as IS 
enjoyed by the self-governing colonies, so that she 
may arrange her tarIff m the way she finds It best 
sUited to her own requl.l:ements. 
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INlJIAN CURRENCY 

Pie = -ls pcnny 
PICC (3 pies) = 1 farthmg 
Anna (12 P]()s) = 1 penny 
Rupee (16 <lunas) = Is -td 

= 0 324 dollar 
=0·65 ycn. 

A lakh (lac) IS 100,000 rupees and :t CI 01 C is 100 lakhs. 
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FLUCTUATIONS IN PRIUEf> nETWEEN 1861 AND lK97 

A general rIse of prlCes took place ahout 18GO WIth 1"61-6::; 
the suppressIOn of the MutlllY amI the trall~fpr of the 
admInIstratlOIl to the CrowTI, there eummence<l a Hew 
eJ a of commercIal awlllluustnal actl Vlty Thc rebources 
of the COUlltly were developed by the COllstl1lctlOl1 of 
roads and raIlways, the lmprovcment of hal!Jo\ui>, and 
the extenslOn of IrngatlOll The cotton fanl1ne causeu 
by the ArrferIedll War of HeGe~sJ()1l (11'61 GG) gave a 
grllU,t Impetlls to tho GUltl V,LtlOll of cotton 1Il IllUIJ" 
whlCh, whIle the war la~ted, hl'ought hrge pwfits to the 
eultlvatur and the merchant The lUfiux of the pre(,lOlIs 
metals which had begun abont the tIme of the MutlllY 
was thus further stunulated, and from ahout the secolld 
year of the war a great rIse of pIlees took place tlll ough-
out the cotton glowlllg Ulstrict& of \Vestern anu Celltr,1l 
Imha, as also 1Il a smaller degree III other part~ of the 
country Pnces were albo raIsed hy the fannTle of 
1861 1Il the Upper Doab of the provlIlce of Agra and 
the nClghhourlIlg (hstncts of the PaIlJUh and HaJputana, 
and hy the scarCIty 1Il Cutch. 

On the collapse of the lllfiatIOll caused hy the Amerrcan lK66-70 
War, pnces would have falleH but for the groat famme 
of 1866 III Orl8sa, whICh extended mto Bengal proper, 
Blhar, Madras, and the eastern part of the Ccntral 
Provmces. Another notable fanune-that of ] 869-
affected Western Raj putana and parts of Northern Indm, 
sud the extension of scarcIty, towardq the west and 
south, produced a rIse of prICCs m Bombay, thc Central 
Provmces, amI Hyderabad. 

Durmg 1871-75 prICes were not serIously dIsturbed 1871-75. 
by any caltmIty exceHS; the scarCIty In BIhar of 1874, 
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.and although large purchases of grain were then made 
by the Government, and seal'clty prevaIled III the adJoIn
ing distrIcts of the Umteu ProvInces, the disturbance of 
prICe8 was not wIdely felt The export trade ill rICe 
c:A.pandcd gIeatly In 187~-73, and was Oil a large scale 
throughout the decade 1871 i'O. It showed greater 
contractIOn In 1874, the year of the BIhar famme, 
than In the Deccan f,mlllle throe years later 

In thI~ qlllIJqutlnniulll occlllIed the grc.lt [amme of 
1tl/7-78, whICh all"el-terl all ellormOllS tract In \restern 
and South em IndIa, and extended WIth dlTIlIIllSheu 
IIltensIty Into the nOI tll, callsmg a general flse of 
prIces of food·gr aUlS all 0' er Imha The c:.. pOI t trai-ltl 
l!l whcat, whIeh had hrgull IJ] ,\ Rm,tll way aftCl t.he 
opemng of the RllCZ Carmi ill Hi/O, IecClved 11 check In 

tho years lo/!H\O 
Speaklllg gCIlC! ally, all ClOpS excopt lIep Were good or 

ahuudaut durmg thebe yean" though thcr'c wab r,eal'Nty 
III a portIOn of the P dllJILb III I H84-, auf! drstr m,B III parts 
of Bengal and l\LuJr,\~ III 188.1. The llec CI op W,\S bau 
betweell 1 i'l~:~ and 1HH;j mnng to drought aud floods, 
bllt wheat was plentIful, ,md the avCI ,\ge III we for all 
grams was 10\\ 

It 1& difficult to firHI ade(llJate reaSOIl5 fO! the gre:tt 
I1se 111 prICes ,dlICb t{JOk III,\ce rlllllllg tbc~e lj'-e year-Ii, 
for the HI89 f.1UllliC In (;,UlJ,\ITl (a('eumpalllcu hy dIstrebS 
III OrIssa and ~carGIty ill BIhar) wa, ollly of local 
Importance, and prIces had already reached theIr hrghest, 
pOlllt III 188H. The export tra,de 111 food-grams WJ.S not, 
larger than III the precedllig qUllrljuelllllum 

The hIgh prICeR rulIng dnrlllg H\~(j 90 wel'C still 
further ralseu m 1891·9:3 hy prolollged drought, callslllg 
scarCIty and dlstresfl In Madras, Bombay, tho Deecan, 
Bihar, and Upper Burma. A strong IndIall demand for 
rice was coupled with large exports, and at the 8aI!le 
time there WaI! an unprecedented exportation of whoot 
owing w the failure of crops III Europe, so that Indian 
prices rose almost to famme levels. 'WIth hetter seasons 
prices fell, but the lowest POlllt roached in 1891-95 
was still above the average. level of the preVIOUS 
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quinquennium, and, as In that perIOd, the importatiOI) 
of srlvor for cowage continued on a large scale untIl the 
closure of the mints 1Il ,June, 1893 

The year 1896-97 was one of mtense and wIdespread lWJ(i !17 
famme The clrmatie conditIons m the autumn were 
generally most unfavourable, and it was certain hy the 
end of Novemher that famme mllst supervene over a 
great extent of the country It was most sevele ln the 
North-West ProvlIlees and OUllh, and m the Central 
ProvlllcPs, where the calamIty was scrl()uRly aggravated 
by the fact that 1IJ these territories there had been two 
preVIOUS years of shOTt harvest The wHltl'r rams, 
howe\-er, (hd good tD thl' greater' part of Madras, 
Bengal, "r cstern In!ha, and HaJpntana, and algo the 
greater part of the Pal1Jah The In I'"CS of food had 
becn hIgher dlMI mual m Northern and Central Inom 
before thl'· fmlme of the autumn rams, but they had 
htwn moderat.e III Beng,ll, Marir,ls, ,tII!l Bombay up to 
September, 1H!Hl In Scpkmber, ] 896, prll'es rose 
f..lIddenly, and 111 O(·toher fammo prIced were reached 
111 Northern nnd Central IIHh,1, though III Bengill, 
Madr,\s, ,lIJd Bomha.v the hIghest leyel \\ as not I eaeh"d 
tIll ~omo months later. 
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Average Priccs of CommodIties in Eugland III 1901-IQ. 
as comp.ucrl with those of 1 f(6 7 -77 , the }lnces of I R67 -7 7 
helllg t.lken as 100 1 

V t'get.d)lc food, .(j5 
Ammal food, tlt) 

Rugal, coffee, tC.l, 41'1 

Total food, 70 

MlII('rals, - 1\9 
TextIles, - 69 
Sundry m.1tenalA, 73 

Toi<tl mat<)fJal~, 76 

Gmud tot.ll, - 73 

1 Vide JOIlTfllll 'iflhl' llo'/ru Stat "heal Socuty. lYll 



AYERAdg MONTHLY WAGES (IN RlTPEES) IN Tm; .DIFFERI'NT PROVINC~:S IN 1873 AND 1909 1 

I 1873 

, 

I 
agneultural I MeOlal (-, ee) I C,lT'pcnter or 

lalJQUI-er I Hlu.(..k'<!YUJth 

-B-ur-ma,------1135 to 1~3i~tu 1-1 1126;) to aO'i 
Ebaasam, 6 5 to 6 6 i 1) 8 to 6 3 9 6 to 1:4 6 
Bengal, 4 2 to 4 33 ! 4 72 to 4, ~J i 53 to 9 83 
Umted PrOVInces,- 38 I 4 ± g 'J 
Oudh, - 3 5 4 5 i ± 
Rajputana, - 5 5'5 to 5 8 102 to 12 8 
Central India, 4'5 to 5 5'5 to 6 12 to 12 .j 
Punjab and N.-W 

F. Province, 52 5'6 128 
Smd, - - 10 to125 8 tolO :L!5to25 
Bombay, 73 85 IS 3 to 24'] 
Centlal Pronnces, ,! 5'3 12 6 
Berar,- 1) 7 195 
Hyderabad, - 51 to 8 6 to 7 128 to 15 
Madras, 3 9 5 7 12 7 
Mysore, - I 5 8 to 7 8 5 1 to 6 1 14 to 18 8 
Coorg, - - i 7 5 8 22 fj 

1'lO9 

Ab1c-hodled \ \COlUmon Mason, 
Rlrncultural ~[ell1al (syee) Catv"nter, or 

la'Ullul t..r Dlacksmlth. 
------, 

13 9 to 15 6 I 12 36 to 14 J 
9 61 to 10 9 I 8 3 to 9 3 

6 8 to 7 3 ' 6 2 to 6 8 
Not glyen I X ot gIven 

" " .3 52 to 4 .j -1 i to 7 
75 55to65 

108 
12 j 

9 
57 

10 
8 to 11 
45 
95 
7 to 9 

78 
12 J 
9 
7 to 7'7 

10 
8 to 12 
63 
9 
8 to 10 

266 to 33 5 
156 to 24'3 
11 9 to 15'2 
Kot gIven 

" ll'7to21 
188 to 19'7 

25 
23'5 to 30 

i19'5to241 
225 to 26'7 
225to30 
20 to 25 
13St-0150 
175 to 22'5 
19 00 30 

• 1 Vide PNCCI and WageB an India, 1910, The wage statlqtlCS are unsatisfactory and not wholly rehable 




