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India' Bill, that the "reserv~a'~ <!:3ubjects 
"will ha VB to be controlled with a .. very: 
strong constitlltional s~rain influencing 
them." Sin~e the people's chosen repre­
sentatives are to predominate in the legis­
lative councils, only such policies as find 
legislative support should be put, into 
effect. As the interests of the people 
become the interests of the Government, 
friction will . be lesBened, harmony pro­
mote<f, and progress ensured. 

Considering the subjects to be dealt 
with, more Ministers will be required than 
the four apparently contemplated. Canada, 
with a population of only 8,000,000 persons, 
has eighteen Ministers. Some of the Indian 
provinces have a population exceeding 
40,000,000 persons, so there is nothing 
unreasonable in asking for at least, twelve 
Executive Councillors ~tl1(l Ministers for 
the larger provinces. 

As suggested by the Joint Select Com­
mittee, the salaries of Ministers should be 
voted by the respective Legislative Coi.!ncils. 
The salaries of members of the Councilt 

which at present rang..Jrom Rs. 56,000 to 
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Rs. ·64,~~ a/eexcessive. Ministers should 
hot he paid more tb&n Rs. .36,000 . per 
ann~ though t~ey may be given suitable 
travelling and ent-ertainmen~ . allowances. 
In Canada, Ministers receive only about 
Rs. 21,OOOf while in Japan they receive 
but Rs. 14-,400. 

There might be two grades of Ministers, 
one within and the other outside the 
Cabinet. Unless a responsible Minister of 
a, province has sufficient time to· study 
the larger questions-which will only be 
possible if there is a sufficient number of 
Ministers-the scope for progress and 
development will be very limited, and 
suggestions from members of the IJegisla­
tive Council may be inadequately met, or 
even resented. 

All official -proceedings should be regu­
lated by precise rules and Acts, and should 
not depend merely upon the personal views 
and wishes of the official~. The whole 
system of official secrecy·should.be abolished. 

Sin~e, . in future, the finances of provin­
dal administrations will be separated from 
those of the GoJ'Pl'llID.euD _ of. lil<Ua, ,.u 
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payments; except the pensio~' oS tesidents 
in the United Kingdom, should :b.e,.,naide' 
locally or ': through '1009.1 agencies. <,:th1 
purchases fOr r~ilways and, \ Goverrupettt 
institutions should also be ;made t~ugli: 
local agencies, il1s~~ad of throulih, offiCial 
channels, as at present. 

Uuless the re-constituted Govenlment in 
each province is to adopt all: entir,~lr "new:" 
p~licy, "the 'reforms will prove barren "01 
resul~. Under the old regime, the mainten·' 
ance tif order 'was the chief concern or the 
ndministr~tiql). .. ," Hencefonva~d'"'Progress' 
l~ust-'b~ the watch;ord:' 
" In 'preparIng a programme of provincial 

reconstruction, one is faced with the initial 
difficulties presented by lack of homage-. 
neity within the provinces, and by pro­
vincial variations. No attempt has been 
made to ensure that the provinces shall be. 
approximately of the same area" and popu .. 
lation, nor even that each province wilC 
form a racial .and linguistic unit. ~ 
following table shows at a glance sdhteof 
these provincial variations ~--"':' 
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""-"--.r---~"-"--- "---" 

Assam 
Bengal . 
Bihar and Orissa 
Bombay. . 
Central Provinces 
Madras 
Punjab . 
United Province::; 

Sq. miles. Population. 

53,()I5 
78,(\99, 
83,181 

]23,059 
99,823 

142,330 
99,779 

107,267 

6,713,(\35 
45,483,077 
34,400,084 
19,672,642 
13,916,308 
41,405,404 
]9,974,956 
47,182,044 

The new Government of India Act makes 
spcoific provision for the cOllstituti4»n of 
new provinces or sub-provinces. The Joint 
Select Committee did not think that, any 
changes in t,he boundaries of a, province 
should be made without due comlideration 
of the views of the Legislative Council of 
that province. They were, however, of 
opinion that if the majority of t.IlC member8 
of a Legii:!lative Council representing a 
distinctive racial or liliguistic territorial 
unit were to request that a separate pro­
vince or sub-province be constituted, the 
'Secretary of State should appoint a com­
missicn of inquiry, even though the majority 
of the Legislative Council of the provinoe 
in question may be opposed to such a 
scheme. 
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The provinces should be ie®iJ.stituted 
so that nO:{le of them may have a popuJ,ation 
of less than 10,000,000. nor more than 
25,000,000 persons. A smaller unit is 
likely to be so weak as to find it difficult 
to resist the pressure of the Central Govern· 
ment, nor will it be able to command the 
resources to provide on a sufficiently large 
f:lCale institutions and associations such as 
Universities; a.nd departments of industry, 
com~rce, agriculture and co-operative 
societies, necessary for rapid develop­
ment. 

In the forefront of the reconstruction 
problems should be put the expansion of 
the urban populations, the extension and 
improvement of educational facilities and 
economic development. The problems are 
interre1a.ted and interdependent. More 
urban population is essential for carrying 
on the work df civilization. \Vithout 
incr.easing the urban population it will be 
impossible to relieve the soil of the pressure 
under which it is groaning or to ')ha ve 
economic development on a large scale. 
Similarly, any :seal ady:ance in social and 
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lPateri,~l ilrogress is illl:possible ,Without 
more·andbetter education. 
Th~ 'folloWing figures sh~w how small 

indeed is the urban population in India as 
compared with other countries :-
---------------------- -- --- -- ,--- j-------

I Per cent. 

England 
Canada . 
United States 
Japan 
India 

-----------1 
i 75 

48 
55 
.19 
10 

Without considerable increase of urban 
P?pulation in the immediate fut~re, 'it Will 
be impossible for India to expand her 
il1d~stries, trade and commerce ona' scale 
that will enable her to hold her ,()Wl1 in ' 
the world. The eeonomic interests will 
not' be "sufficiently safegqarded. until the 
urball popUlation is at least doubled. . 
- It"iiH.o'be hoped thai the elected-COuncil 
in each province will be able to induce 
Government to provide sufficient funds and 
estabtishments to stimulate enterprise in 
these directions. It is, indeed, imperative 
that money _ be f,gp.nd ' fOf this Purp()8e, 
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no matter what saerifieea ·may be involvedf 

As large a' proportion as possib)e of e~rent 
provinciasl" t~venues shoUld be'. set apart, 
and for any balance that may .be needed>c 
loans, earmarked for educational and 
industrial development, should be l'ai&ed in 
each province. This proposal is furt~er 

elaborated in tlie chapter on ":Finance." 
The Joint Select Committee suggested 

the creation of a Local Government Board 
for each province with a view to dev~loping 
local s~lf-government in cities, towlls and 
rural areas. The new department" when 
constituted, should study the local govern .. 
ment schemes of the Dominions and Japa,n 
before preparing its own plans. The new 
Municipal Act of Ontario (Canada) especially 
deserves careful consideration. 

T~~,!~e; ~ "r:i~. fo.r ~~~~~~,,~~~~~!~ .. 
~lf:;gQX~ . .i9J9'£~. " 'e' . _}~§, WIth powers 
of borrowing for local productive under­
takings. No doubt, at the 1 outset, 80~. 
local bodies .ma.y misuse t.heir powil'sor. 
make mistakes. Wisdom ID".s.ueh..-mi.tiit¥a. 

~ ...... _", • .!1""'>"""'''''''''''' ',,., .. 

OMb ... nowever,\ on)y be· acquired iIi .~ 
h&rd '~o()l-:-6/;":eiilerl~~oe:··.·'Foitunate1Y, 
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each gove:r\1ing body will be self-contained 
J 

and, 'therefore, the evil effects of any . 
mistakes that may-be made need not extend 
beyond the area directly concerned. Prac­
tice in local self-government should enable 
the people better to grasp the constructive 
issues involved in the more responsible 
spheres of provincial and national govem­
ment. 

Every means should be employed to' 
incrpa;3e the resourC8S of 1',he districts and 
sub-districts. Local corpora1',ions should 
undertake the construction of small tanks, 
canah;, communications, including railways, 
and other works of public utility, t,he 
public interests being safeguarded, where 
necessary, by Provincial Acts and Charters. 
The formation of these corporations would 
provide practical work for the population, 
and would confer the greatest benefit on 
a district, especially if the capital was 

:raised, and all the directors, experts and 
artisans were recruited, locally. 

At "'the beginning it may be ' necessary 
to obtain experts from outside, but if the 
control and directiQP be ill the hands of 
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the district authorities, the' ~olk would 
constitute a source of practical edl\cation 
to the people: who haye hitherto lacked 
such opportunities for training. Enter­
prises of this description, besides increasing 
production, will stimulate local patriotism 
and self-help. 

The development of productive works 
and public utilities will immediately pro­
vide the Indian Ministers with great scope 
for remunerative enterprise. An. irriga­
tion scheme, for instance, which may cost, 
say, a crore of rupees, may, under favour­
able conditions, add the gross value of a 
crore to the arumal productive yield, in 
addition to returning interest on the 
capital expended. 

Although electricity comes under the 
head of "reserved subjects" there is no 
reason why hydro-electric works should not 
be developed by Indian agency with expert 
advisers. This has been done very success, 
fully in Mysore. 

The larger public works should b~ under 
national ownership, and their construction 

J 

should be y.nderta~ken by indigenous 
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agencies; ,:while their subsequent ma.na.ge.. 
tneut should 'be under public control. . 

The Joint Sel~t Committee sUggested 
that standing committee!;! of the Legislative 
Council be appointed in, each province and 
attached to the more important Government 
departments. Presumably this plan will 
be adopted when the new constitution 
becomes fully operative. In addition, inde­
pendent commissions will be needed to help, 
to solve some of the larger problems of 
provinoial administration. 

If we are to make substantial progress, no 
time should be lost in preparing for the 
task that lies before us. Civics and ele-­
mentary economics should form subjects 
for instruction in schools of all grades. 
,Every city, town and village should have 
some sort of public I1ssociation to spread 
knowledge of the various systems of respon­
sible government practised by the self­
govenung Dominions and other constitu­
tionally governed countries. 

It ',,;ill conduce greatly to the .. success of 
.the effort to provide adequate training in 
industry, trade and, education, ,if the pro-
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vinow Gov~entsarr&nge to senq deputa.­
tions <:4,loca.l-merchants, businesl, men and 
educatl:®ists to countrjes.. like, Clna.da, 
Japan .and 4ustralia, to [earn the'teohnica.J 
processes arid method.s of development 
employed there. 

An annual review of the! work done .to 
develop the capacity of thE) people and the 
country's resources should be discussed ill 
every Legislative Council, and issued with 
Government _ authority. The variouti'! pub­
lic bodies should also issue reports cif their 
own activities so that the views. of all 
parties engaged in speeding up the progress 
of the provinces may be available. 

Committees composed of officials and 
non-officials should be' constituted in the 
distriots, and even in the sub-districts, for 
the discussion of public questions. Even 
though these bo.dies will be of a -purely 
advisory character, they will help to bri:tig 
the exeCutive into close touch with th~ 
~ple-a c~ose tou'~hich at ,present ~: 
entll'~ly ~!lking.. !4r.op.'@:IJ~~.~, ~~,~i~~~, 
the -offiCials will lose theU' attltuae~ 
iao);;'iit;ii"andQOmm~~-~h;~P;Qpl~_ 
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that awe pf authority which is peculiar to 
Indi~ and stands in the way of co-op,eration 
and progress. 

An Indian who has travelloo. in foreign 
countries is struck with the difference 
between the official attitude towards the 
people in those lands and in India. Whereas 
in other countries officials regard themselves 
as public servants and make it easy for the 
public t~)approach them, in India far too 
'many officials look upon themselves as 
rulers, and make approach difficult. This 
criticif,m, it is to be feared, applies with 
almost as much force to Indian as to 
British officialR. 

An Indian who has travelled abroad is 
also likely to be struck with the contrast 
offered by the dispatch with ,,,hich official 
work is performed in other countries as 
compared with the practice in India. 
Letters which, in other lands, would be 
answereJ' ,the day th3Y are received, in 
India remain unanswered in an office 
for c.ays and even for weeks. Matters 
which would be decided finally in the course 
of a few 'days in any'pr~g;ressive country 
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are hung up".!n.J,!l;9iat",fox -W@eks~ eyell: 

for"'"months. ~~g(tl "de.~ay~ , ~~~. e~pe~iallY 
v:exatious:-' 
-M~;h'~ould be accomplished by simplify .. 

ing the administrative routine. Mu~h also 
could be accomplIshed by regulating the 
hours of work and the holidays. At 
present the officials do not begin work 
until 11 a.m., and that in a hot country 
where the early morning is the best time 
for work. They also stop work: much 
earlier than do people in other countries. 
As to public holidays, no country \;omes 
anywhere near the Indian prodigality in 
that respect. In all these matters, the 
standards should be made to approximate 
to those prevailing in progressive countries. 

While no effort is neglected to make 
institutions fit in with local exigencies, 
the provinces, as far as possible, should 
be developed on a uniform basis. Indian 
national solidarity is the object to be aimed 
at. Any ac~entuation of provi~cial differ­
ences will cut at the root of nationhood. 



CHAPTER V 

LOOAL SELF-GOVERNMENT 

"LOOAL self-government has been de­
scribed by a political philosopher as that 
'system of government under which the 
greatest number of minds, knowing the 
most, and having the fullest opportunities 
of knowing it, about the special matter in 
hand, and having the greatest interest in 
its well-working, have the management of 
it, or control over it.' Centralization has 
been described as that 'system of govern­
ment under which the smallest number of 
minds, or those knowing the least, and 
ha ving the fewest opportunities of knowing 
it, .arout the special matter' in hand, and 
having the smallest interest. in its well· 
workiilg. have the management. of . it, or 

74 
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control over it. ~ An . immense a.V1.~nt of 
wretohe~' m~goVerntnent might ,hit ve peen 
a voided, aCcording to. J obn Fiske~ if a.ll 
Legislators ~d all voters had those two 
wholesome maxims engra ven. upon . their 
minds." 

These W:Qrds, quoted from an article by 
Mr. Henry Wade Rogers in the North 
American Review, 1908, indicate the value 
attached to local self-government by many 
leading Western minds. 

"The writers on political institutjpns," 
he says further, "have ... taught u~ that 
under local self-government, officials exist 
for the benefit of the people, and that under 
centralization the people exist for the 
benefit of the official; that local selfir 
government provides for the political eduoa­
tion of the people, and centralization, based 
upon the prinoiple that everything is to be 
done for the people rather than by the 
people, creates a spirit of dependence: 
which dwarfs the intellectual and motal 
faculties and incapacitates for' citi2:erahip; 
. . . th8.t the basis of local self-governmept 

. is oonfidencem the peopl~. while.: tlt~ 
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fundamf(ntal idea of centralization is dis~ 

tru~t of the peqple." 
Whilst not :4eoessarily' aocepting these 

words without qualification., it is well 
w~rth while for every Indian to weigh and 
consider them carefully in the light of his 
own oountry's situation. 

Most cities and many of the smaller 
t,owns of British'India at present possess 
a limited measure of self-government; 
but,; as stated in the Montagu-Chelmsford 
Report, the local bodies have had little 
freedom in the higher spheres of adminis­
tmtion and finance. No attempt has 
been made to introduce an efficient system 
of self-gOYCrnmellt in local areas eit,her on 
the British or other foreign model, or to 
increase the urban population. 

The smallness of expenditure by munici­
pal and distriet boards is another evidence 
of the low level of their activities. In 
1917-18, the municipal bOi1rds in all cities 
and towns spent less than £8,500,000,. 
and" the expenditure of rural boards, 
charged with the duty of meeting the 
rural needs of a popVlation exceeding 
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220,000,000 persons, amounte<;l to only 
about £7,600,000. 

In rural areas special 'taxes for local 
purposes are ·levied on minor industries, 
vehicles, animals, etc., besides a sur-tax 
on land revenue. In most parts of the 
country the proceeds are mainly spent upon 
district roads, ferries, medical institutions 
and the like, and the establishments main­
tained for the purpose. Little or nothing 
is allocated to meet the local needs of 
the villages which actually pay the t,~xes. 

One of the most important duties which 
the reconstituted Government in each pro­
vince will be called upon to perform will 
be to survey the field of local activitieH, 
l>tudy foreign experience, and pass a liberal 
measure of self-government 8uit,ed to the 
peculiar conditions of the province. A 
Local Government Board will, no doubt, be 
created in each province under the new 
measure. I '.rhe futUre progress of the 
country will depend upon the manner in 
which the new administration dischlfrges 
this responsibility, for only by a thorough­
going process of .district life ~an scope be 
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provid~ fvr, popular ,initiative and' the 
wol"..;. of develo~ment aec~lerated.) Active 
participation in local affairs 'Will also train 
the people to administer their provincial 
and national affairs. 

In view of the fact that nine-tenths of 
the, people in India live in villages, it is 
necessary that the new scheme of local 
self-government should not be confined to 
districts . and sub-districts, but should ex­
tend to the remotest hamlets, to.· discipline 
and stimulate rural life all over the' coun­
try. (A system of village government is 
urgently needed to provide roads, water 
supply, irrigation, drainage, etc., and to 
introduce sanitary regulation and order in 
the villages.i 

Many of the villages consist almost 
entirely of mud-built and thatched houses, 
and are so badly kept that they are little 
better than slums. The residents of villages, 
lack ,social and political power, and have no' 
effective means of civic union with their 
fello{vs to E;lnable them to improve their 
condition by jowt effort. Unless a. proper­
system of village admini&tra,tion , is jntro';' 



~: SE~-GOVERmmNT 79 

duced,· 100$.1 :self-goverIiment ·will tl8.ve no 
. , ',' .!!". 

meaning to the::yast rural ropulation. 
The authorS of the Montagu-Chelmsford 

Report seem~d . to favour the revival of 
the panchayets, which, Qwing to oentraliza .. 
tion of administration, hit ve dec~yed. They 
were, however, not quite sure that a. 
satisfactory scheme can be created "out, 
of the present uneven materials." They 
ha ve, ~herefore, left the question of village 
government to oe dealt with by the repon-
stituted provincial governments. _ ' 

What should be the unit of rural 'self­
government? " The Village" will be the 
answer which will most readily suggest 
itself. It has, however, to be recognized 
that many villages in India contain a pop" 
ulation of less than 500 persons and, 
therefore, an individual village by itself.. 
is incapable of providing for local needs. 
according, to anything like civilized 
standards. 

If, however, the individual vQlage is .toO:: 
small' .a,unit, the sub~district (taluk) ~o 
whieh viUa,ges are gr.ouped £01' adininis": 
tra.tiv~ purpo~, -t~ mucli t.io lar~ for :the" 
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eultivalt~.r to take an intelligent personal 
int~est in' lorl affairs.. It is, there­
fore, necessary to find ·an intermediate 
unit, which, while large enough to possess 
resources adequate to provide for local 
needs, will not be so large as to obscure 
that personal, intimate interest, without 
which local administration can never be 
a success. 

Japan, faced with a similar problem, has 
solved it by grouping some 72,000 small 
villagcH for purposes of local administr2>­
tion into about 12,000 unions. By this 
method. the remotest village has been 
enabled to aUain to a standard of local 
education, production, sanitation and com­
munications, which would have been be­
yond its capacity ha,d it sought indepen­
dently to meet such requirements. 

Each union contains, as a rule, from 
a,ooo to 4,000 persons. Now and again, 
however, a group has a combined popula­
tion as small as 1,000, or as large as 30,000 
pers6ns. 

One of the model unions which the writer 
visited during his recent .. tour in Japan, 
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oonsiatEid of :live .ha.m.lets or '~ges. It 
was about twen*l~four squttre ll!i1ea in area.~ 
and had 8i population of 5,493 persons. 
It cOln{lrised; ten, divisions, and had fifty 
sub-divisions or groups of <\wellings. The 
union, a.s' a whole, had a' headman or 
Soncho. Each division -and sub-division 
had, in addition, its own headman. ' 

The Soncho was elected by the people of 
the union subject to confirmation by the 
Governor of the prefecture (a section o{' the 
country corresponding to the Indian: dis­
trict). He was assisted in his duties by a, 

coullcil, composed of the divisional and 
sub-divisional headmen, elected by th~ 

poople, and the officials. The people were 
usually guided by the decisions and advioe. 
of the c<;!.uncil, special committees being 
appointed to settle disputes. 

In many villages, separate oouncils are 
not appointed, but the Soncho, or elected; 
headman, administers the affairs of the! 
vil~ge with the !;tid of the village officials' 
during th~ intervals between which ''I th~ 
village. assembly meets. Tp.e "viJla;~. 
&8£4eJnD1S'" ,pa,sses ~he :,budgetfM).d· "g"ooD\iii 
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its deci~ons, which are afterwards' ampli­
fied ll and given 1 effect to by the village 
council, when tnere is one, tor by the village 
headman and his staff. 

That council constituted a working com­
mittee of the union assembly, and formed a 
channel of communication between the 
union and tbe executive officer <Jf the sub­
district, who was in constant touch with the 
head of the prefecture. The latter, in 
tum, was in communication with the 
Cen'W:'al Government. The Govenlment was 
thu~ able to understand the needs and 
anf"./Wer the call of the remotest hamlet 
in the empire. 
• The village ullion is a political entity. 
Neither the Central Government nor the 
prefecture (district) authorities interfere 
with the work of the unions, hut on the 
contrary, make generous contributions to­
wards the development of their industrial 
and social life and send experts t? advise 
them. At the time of the writkr's last 

I 

visi~ to Japan, seventy-five village unions 
were in receipt of special subsidies for 
exemplary work in local .government. 
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The "system of group'jpg" :yilJ"ges for 
purposes of local ;d~J1istra'tion wjlich 
has been despribed, could be easily adapted 
to Indian c@uditions, without interfering 
with any of the existing arrangements 
for the collection of revenue or the mainten­
ance of order in rural areas. A block" of 
250 villages included, say, in a sub-district, 
may be merged into forty or fifty unions, 
each union, or group, com"isting of, on an 
average, five or six villages, and ha ring 
the most central village as the head-qu~ers 
of the union. Even ten or twelve thinly 
populated hamlets might form one union, 
while a village with a population of 3,000 
or more may stand by itself, and shouid 
be permitted to remain a unit of self­
govenlment. 

All the villages comprised in a union 
would elect a council of seven to twelve 
members. The council should have two 
committees-one to attend to routine busi­
ness, and the other to carry on work of 
development. 

The union council may collect taxes' 
and voluntary oontributions of labour, and 
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. .utilize \ke~ for improving rOads and ~art­
tracb, drainage, water supply, irriga.tion, 
planting trees, and provide for lighting 
or such other' needs and conveniences as 
their joint resources can supply. The 
field for self-improvement in this . way is 
llMted only by the energy, intelligence 
and activity of the people and their 
capacity for co-operative effort. 

The villages may at first be reluctant to 
pay taxes for local improvements, but 
when they come to realize that the money 
is spent locally for their own benefit, 
tht'y will not grudge meeting the demand. 
This especially will be the case when they 
find that the expenditure of money on local 
improvements leads to greater production 
and to improved conditions of living. 

The duties of the village council would be 
regulated by the Acts. of the Provincial 
Legislative Council, but there , would be 
numerous other activities and wants which 
would have to be provided for by unoffi­
cial ~rganizations. Ordinarily~ every union 
should ha ve P~1p.a.ry._ ~I.l~y'~~g,al schQOls" , 
a village hall Qt,~ meet1~-plaoe, ''':reading 
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rQ9.m.i&J!.\.?~~!., '~griQultUral ~d. ~o~oper~"" 
tive societies, & · '''·SOOie~il~toi,:,,~m~ing 
rural pub~~. w~rks, rural martUfa.ctures, 

. study clu.bs, ilotels and inns, yoting men's 
associations, and otlle: soc,ial and civic: 
organizations. 

These or any other institutions that m'y 
be wanting should be gradually brought 
into existence through the co-operation 
of the village council and local unofficial 
organizations. Tho whole question ' of 
organization is dealt with in a later cha~ter. 

Only by- some such system of village 
government wo~d it be possible to revive 
t,he instinct of self-help and self-improve': 
me~t which has been lost · through long 
disuse, and to place the Indian village on 
the road to health, comfort and prosperity.·.~ 

According to the census of India" a city 
is a residential area containing a popuJ,a,tion 
of 20,000 persons or more. The larger anq 
more prosperous the area; the ' greater:wiU . 
be its oppQ~nities and activitiesan8. :t~ 

re~eS .~t its disposal to provid,a·for ~~ 
n~·,~~to .~~.:: ~u~m~~ 
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The aUmjnistration of a city is entrusted 
to ~municipal douncil, w:q.ich will be sub­
ject to the provisions of the Local Self­
Government Act, and to the' general rules 
prescribed by the Local Government Board. 
That council should have (1) a managing 
committee, and (2) an improvement board. 
The executive committee should maintain 
roads, water supply, drainage, parks and 
other public utilitics, while the improve­
ment committee should prepare and execute 
planf3 for all new works and improvements. 
The latter committee should collect in­
formation as to how city work is carried 
on in progressive countries, and disseminate 
such information among the public to 
secure their interest and co-operation. 

One important duty of the improvement 
committee would be to prepare schemes for 
town-planning, following, as f~),r as possible, 
the English town-planning models, con­
sistent with the limited resources of Indian 
cities. Residential and industrial suburbs 
shoufd be laid out, with a view to providing 
suitable sites for houses and for the estab­
lishment of factories and ~rkshops needed 
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to proyide occupations to a city popUlation. 
Unofficial agencies will be requir&d to 

attend to civic ·needs which may fall out­
side the purview of duties of the municipal 
council. 

A city should have a municipal hall and 
offices, libraries and reading-rooms, a 
commercial and industrial museum, an 
inquiry office, and a sufficiency of hotels, 
restaurants and inns. As in Canada, some 
cities might assume entire control over 
technical and commercial education. I 

Industry, commerce and banking should 
be specially encouraged, so that the city 
may become the centre of production and 
distribution for the neighbourhood. The 
necessary organizations such as a chamber 
of commerce, manufacturers', agricultural 
and bankers' associations and trade guilds 
for improving the economic life of the 
people, will be also needed. City organiza­
ti()n would not he complete without reform 
societies, civic clubs, child welfare, and other· 
pUblic service organizations. 

In Britain and in the United States. 
systematic civi~ surveys. are made from 
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time to ·ti~ to investigate the conditions 
,of the city and to suggest suitable m~sures 
of amelioration. These surveys deal; not 
only with material needs, bllt also take 
stock of "the common life and institutions, 
and the tone and spirit of the people." 
. Every city in India should be subjeot to 
such a survey, which should include vital 
statistics, education, production, distribu­
tion of population according to occupations, 
trade, sanitation, public health, recreation 
and . ~ir spaces, housing, industrial condi­
tion~, charities, etc. Such surveys are best 
carried out by the citizens qualified for the 
work, aided by experts, and the results 
placed before the city authority and the 
residents of the city for discussion and 
action. 

Places containing 5,000 to ' 20,000 persons 
a.re regarded by the census authorities in 
India as towns. The town occupies a 
position midway between the city and the 
village. TOVVll administrative bodies and 
publL organizations will, therefore, o~upy 
a position inidway between those 'of the 
. village umon a,n~ the city 

. . " . 
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'rh~. town ·cou~il .' sh~uld ,.p.a ve . (I) a. 
managing ' comUlittee and' (2)a.n .jinprove­
ment' bOard with functions similar 'to those 

\ . , 

of the city 'committees already described. 
There is abundant work in e'Very town: for 
improvement boards. Suffic~ent provision 
is not made as yet in many towns for their 
elementary needs, according to modem 
standards, in respect of roads, wat,er supply 
and drainage. 

The local affairs of the district may in 
futuxe be administered by district A~sem­
blies and district Boards, the former 
consisting of representatives from the 
village unions and towns in the dis­
trict. The district Assemblies should elect 
the members' of the Board, one-thlid 
of the members being re-elected every 
year . 

. The Board will be the chief exeoutive 
authority for all local works";tf,1d:- affairs; 
Under the direction of the Board, or its 
committees, a secretary and exeCutive 
staff . will attend to the administ&tiOti 

,"' " ',. 

of local ma.tters in the district, such &1 

rura.1,,~~tio~,. roaq$, cart--t~ka,bri~ 



W RECONSTRUCTING INDIA 

water supply, drainage, veterinary work, 
sanitrd.tion, medical control; etc. 

The Board and its staff will be maintained 
from the local funds of the district, contri­
buted by the municipalities and village 
unions in the area, supplemented, where 
necessary, by special rates and contribu­
tions from the Provincial Government. The 
local taxes may be collected by the villages 
themselves, and a percentage of the pro­
ceeds, fixed by law, handed over for the 
expenses of the district Board. Special 
cesses may be levied for the purpose of 
constructing local works such as railways, 
tramways, road bridges, irrigation channels, 
and similar improvements, if the people of 
the locality who nced them are willing to 
pay for them, the ce8ses being recovered 
from those who derive benefit from them. 

One of the chief duties of the district 
Boards will be the development of local 
resources and communicatioIlE. Works 
carried out for the purpose may, in addition 
to b~nefiting the people of the locality 
concerned, form a source of income to the 
district Board itself. There is abundant 
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scope for developments of this -character. 
The construction' of local works s11tmld, • 

as far as possible, be entrusted to the people 
of the district, and the contracts given to 
corporations and companies formed in the 
area, with a view to affording training in 
business management, finding occupation 
for the people, and developing their execu-

. tive capacity. 
The work of the ditltrict Board may be 

carried on by two committees: one to 
concern itself with administration,'. and 
the other with formulating and execut­
ing development and improvement pro­
grammes. 

Ordinarily, the local work of the· sub­
district (taluk) may be carried out by 
officials appointed by the district Board. 
Separate sub-district Boards may, however, 
be established where the area or population 
is large. Such a Board will differ from the 
district Board only in degree and not in 
organization and duties. Where' a sub­
district is established, the district :aoard 
will be relieved of its responsibility for the 
work of the talutc, except in the m,atter of 
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oo--ordfuating,that work with the rest of the 
distri.--t. 

The district Assembly, already referred 
to, may meet once in three months to dis­
cuss the wants and needs of the district, 
~o exchange views with the provincial 
officialR and to pass the budgets of the 
district Board. The district Board will be 
responsible for giving effect to the decisions 
and resolutions passed by the Assembly in 

,matters :which pertain to the work of the 
Board. 

The district Assembly should serve also 
as a consultative body to help the provin­
cial Government to carryon the work of the 
distrfct. It might appoint committees to 
advise the district officials, either in regard 
t6 general affairs, or for any special or indi­
'\idualq,evelopments that may be in progress 
between any two sessions of the Assembly. 

For economic and other developments, 
committees of the 'district Assemblies may 
be oonstituted to advise officials of the 
departments ooncerned. The offic~s will 
also be present at the quarterly orotb.er: 
meetings of the district Assembly •. ,Both 
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the'disttic:t Board a.ndthe diElt~t,offi.oera 
should be required to assist private 'otrgani .. 
zations, a~d citizens'societies' s~ed· for 
the purpose of training the people fOt' 
responsible government, incwcating the 
idea of good citizenship and promoting 
culture, patriotism, discipline and thrift. 
It is hoped that in future provincial minis':' 
ters and district officers will send advice 
and exhortations to the people from time 
to time, through the dif:>'trict Assemblies, as 
to the manner in which they should cOI\duct 
them~elves and co-operate with the provin­
cial authorities in the work of local improve. 
ment and development. 

Leaders of public opinion should begm 
at once to make a careful study of foreign 
systems of self-government, and should 
start special journals to popuiarize. modele 
suited,to Indian conditions and to educ~te 
the public. The people should abandon the 
idea once for aTI'th-a,t de'(retopmerrt .. wtItlr01i.t~ 
intTie'''oourse "ortiiiiewithout;~Btu(r·""'·~··'"'·; 

flol' ... ""tw'~(l' ~",,",,,·.r-"""""'''''''''·~·>;>')'r ''' ::'t'II' '..,..l ... "'""'I"JIP1',\l" ... ",....£:"t~~, ..... ~m 
paration~effoit, or the expenditu&. of 
m~~na-mo~be:-re" '~ '~'ea'<tt;..3iiii 
tiie1i7ntr\(r~'~-k;~~ ..... . . 

.... ,.- ...... ~ "'., 
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. Future developments in this respect will 
depe;p.d largely upon the character of the 
new scheme of local self~go'vernment to be 
introduced by the reformed provincial 
Governments, and upon the constitution 
and duties of the new Local Government 
Board to' be established in each province. 



CHAPTER VI 

FINANCE 

MANY anomalies exiklt in the administra­
t.ion of India's finances. 1 

The annual budget is prepared both in 
pounds st.erling and in rupees, although 
the latter is -the standard unit, of value in 
the country. A large sum, at present 
amounting t.o about £29,000,000, is annu­
ally budgeted fol' expe;lditlir~ the United 
Kingdom-mainly for military serytces, 
pensions and the purchase of stores. 

Other countries, the15Ominions not ex .. 

1 Th~ rates of exchange generally prevailing at 
the outbreak of the War have been adopted through­
out the book. On this basis the rupee (16 annas) is 
fixed at 16d., and 15 rupees go to £1 sterling. 

A lakh of rupees (100,000) = £6,666 13s. 4d.; a 
crore of rupees (10 millions) = £666,666 13s. 411. 

The yen is about 28. O!d., 80 that 2 yen roughly= 
3 rupees. The American dollar is converted roughly 
a.t $4.85 to £1 sterling. 

95 



96REOONSTRUCTINGINDIA. 

cepted, marke payment~ through bankS" for 
~ture' incurred abroad. They PUl'-: 
chase the necessary· stores within the 
country itself through local ·firms. 

Silver continues to be the internal cur­
rency of India-though many years ago an 
official committee recommended the estab­
lishment of a gold standard for India, and 
though gold is the standard accepted in 
all civilized countries. While the British 
sovereign is lega.l tender in India, there is 
no correspolllling legal" obligation in the 
United Kingdom to recognize the rupee, 
nor has t,}lefC been any serious attempt to 
make the rupee convertible into gold in India 
at all times. 

British trade with India is not left to 
follow its own COUrSf\ but by means of 
council bills, telegraphic tmnsfers and 
reverse drafts is financed through the 
SeCretary of State. The gold exoblUlge 
and paper currency reserves, running into. 
something like £100,000,000, are held in ... 
Londvn instead of being retained in India·· 
to promote Indian credit and to h~p 
Indian trade, and loans at low rai;esof_ 
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interest are made therefrom to British 
traders. It has been truly said that. the 
Secretary of StAte is both the ruler and 
banker of India. ' 

All departments of Indian finance are 
inter-penetrated by the influence of British 
trade. As Lord Bryce says:-

"The mOfC' any public authofity or any National 
Government either itsl'lf undertakes or interferes with 
the conduct by private persons of any matter in which 
money can be either madp. or spent, the more grounds 
does it supply the private persom for trying to influ­
ence its action in the direction which will benefit such 
pE'fSons." 1 

If t,his occurs in a National Government 
the evil effects in a dependency will be far 
greater. 

The financiers with whom the writer 
has discussed the question consider the 
system of finance followed in India as 
highly prejudicial to Indian inter'ests~ 
Under,an effective international currency, 
that is, gold, all the Indian money would 
go back to India and be available for expan· 
sian of credit there, so as to benefit Iadia.n 

1 The Hindrances to Good Citizenship, by Lord Bryoe. 
p.45. 

II 
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trade and' :industry., Tbe present con~ .. · 
tloner· of exchange in EUrope and America. 
make it imperatIve for India to adopt an 
effective gold standard. In normal times, 
the balance of trade has in most years 
been in favour of India, so that an effective 
·gold standard was always a practicable 
scheme. ' 

During the War, on account of her depen~ 
dent position, the monetary affairs of India 
were controlled from London. The people 
suffered from high prices. The war profits 
went to a very small percentage of business 
men. Many commodities were purchased 
very much below the world prices. Food 
control was exercised secretly, without the 
public being a ware of the extent to which 
food was exported. Great mortali~y was 
caused through lack of proper sustenance 
during the influenza epidemic. . The export 
of articles such as hides was controlled in 
order to secure them for Britain and het; 
Allies below the market value. In ordeJr 
to Ifiaintain artificial conditions of, ex~ 
change, ordinary trade in rice, jute, timl>ert . 
wheat, hides and' other a.rticlea was pro-. 



hibi~ 9,n .' pri.vaAie 'accOunt, a,lid> .. ,m' 'some 
oases stopPed. ';. I~, lost heavily '0. 'her, 
investments in England" and h~r ' own 
money in th;;"currency reserves remained 
locked up in England. Large puroha.Ses of 
silver ~ere made through I commercial 
agencies instead of in India itself. 

A self-governing Dominion would, while 
all the time loyally helping Great Britain, 
have greatly added to her own wea1t.h. 
Canada, as one of her statesmen told 
the writer, in spite of the sacrifices she 
made for the War, is at, ,present" rolling 
in wealth." Japan and the United Sta-tes 
have immensely strengthened their econo­
mic and 'financiai position. The Ulli~ed 
States is now leading the world both ," in 
trade and finance, and is the only free gol<i 
market of to-day. The War gave Jaim~ 
the opportunity which foreign competition: 
had withheld from her. Un4er capa.bl~ 
Indian, or even pro-Indian, managelllent, 
India's economic position could ~ve heM 
immensely strengthened, and what Bh~ i~ 
wit+4ithela.st ~Y yea.rsmight,have ,~~ 
~,tO h$-dUl"in$:h~,five.Y.~<i. ,the W~ 
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The large .sums of money annually bud­
geted: for military expenditure are difficult 
to justify, especially when it is remembered 
that India is a dependent and not an inde~ 
pendent country. 

In t,he budget for the year 1920-21, 
£41,000,000 has been set aHide for purposes 
of defence. This amountl:l to nearly half 
the total net revenue of the country. Mili­
tary expenditure on such a Rcale in peace 
time is without parallel in any country in 
the world. Britain Hpent much less on her 
army in pre-war times. Even the Japan­
ese Empire spends only a fraction of this 
sum. 

In view of the altered conditions, the 
whole military and naval expenditure and 
defence organization of the country must 
be pla.ced on a new basis. This work should 
,he entrusted to a commission comprising 
an adequate number of Indians, as soon as 
reasonably possible after the reformed 
government comes into being. 

Thtl report of the Esher Committee on 
Indian Army Reform just issued (OctoQer, 
1920) reveals the dangers to which Indian 
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finance and the Indian constitution is 
exposed in the. future. Even the L.ndon 
" Times " considers the report very extra­
ordinary since in a sense the proposals 
amount to handing over the army in India, 
and half the Indian imperial expenditure, 
t,o the direct control of the British War 
Office. Under the scheme, all the' Indians 
have to do is to find th;) money. One won­
ners what a Dominion government would 
say if such a proposal were placed before it. 

Lord Macaulay stated i.ll 1833 wh~ll,. the 
East India Company's Charter was renewed 
for tJie last .time, that the Indian revenue 
was larger than that of any country in the 
world except France. That position no 
longer exists, though since then l~rge and 
populous tracts of territory ha ve been' 
added to the' Indian Empire. - , 
, 'While, during the twenty years ending 

1913-14, the revenue in India increased by 
about 36 per cent., during the same period it 
expanded 115 per cent. in the United King­
dom, 245 per cent. in Canada, and 6'lO per 
cent. in Japan. These figures, sufficiently 
accurate to serve as a basis of comparison, 
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$I1:owthat owhile those ooun:trieshave been 
making rapid progress, ·Indi& has. practie:­
ally ,stood still. 

Canada, with a" population of It little over 
8,000,000 persons, yielded a revenue of more 
than £'34,000,000 in 1916, or £45,000,000 
.including provincial revenue. With a 
population thirty times as large, British 
India yielded only double that amount. 
But whereas Canada has been free to 
develop her. resources, In·dia has been 'In 
leading' strings. ' " "'",-' 

Though the increase of revenue is small, 
the administration is costly, and its 
demands are .constantly growing. 

The sources from which the Government 
6f India derives its revenue have certain 
distinctive features due to India's position 
as a dependency. In the United Kingdom, 
for instance, the principal sources of 
revenue are customs, excise, estate d\lti~, 
property and income-tax, posts, telegraphs, 
etc. In the United States they are excise, 
licenrus and other internal revenues, customs, 
postal revenue, etc. In Canada. they are 
oustoms, e.xeise, :public works~ and inoome--', 



tax ,(d~Uigthe Wttr). ' In ~,onthe 
other" wtitd, ~ustom~~@l.Ultl..Aiid",ill~~ 
ta~ .. ,ba.~:7~""~~.~.low,', ,Th~ sh~­
~~~hor of India.n finance, to use the phrase 
of a fi~:noe member of the Government of 
India, is land~tax, which is ~wn from tlle 
poorest olihe poor;' and amoiiilt.s··t(r~b~~t 
·£22:00O,OOO:-~"·' . 

Indian revenue can easily be doubled in 
ten years and trebled in fifteen if a satis­
factory policy for the development of 
education and of production from industries 
and agriculture is adopted, and many of 
the restrictive influences incidental to the 
position of a dependency are removed. 

Another unique point in resp~t of, 
Indian finance is that the entire proceeds 
from all the provinces are swept iItto th.e 
central treasury, and sums doled out to the 
provinces, not according to the demands, 
or needs of the population, but ac,cording' 
to the wishes of the Central Government 
or of the India Office, because the Secr&­
tary of State in Council determines all 'the 
approp~tions of the Govenlment of Indi~~. 
Th.,4i.sCussion Qf the "Budget in pro~, 
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Councils, or even in the Imperial Council, 
has,~ tlher~fore, been futile, and no real . 
opportunity has been afforded to initiate 
large econpmic or social experiments in any 
of the provinces. 

Orders have now been issued to separate 
provincial from central finance. The manner 
in which effect is being given to the orders 
so far cannot, however, be' regarded as 
satisfactory, since the complete scparation 
of finance is not being insisted upon. Nor 
has any attempt been made to readjust, 
on an equitable basis, t,he contributions 
levied from the various provinces by the 
Government of India. Madras and the 
United Provinccs, t.llOugh both economically 
weak, are most unfairly treated, and this 
injustice is to continue. 

The central revenues should be restricted 
to a few specific imposts such as custQms~ 
net income from railways and income~tax. 
Asa mtrdinal principle of £nange, the. whole 
field-of ~taxation, excepting those few t~xes' 
levie~ by the Central Government, . should 
be in the hands of Provincial Governments. 

The gross railway revenu~ and '~xpendi-
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ture as entered in the budget swells the 
figures in a misleading manner. 

The railways should be carried on by the 
Government through indigenous agencies, 
t.o be trained at once for this purpose, and 
administered in the interests of the popula­
tion, and not, as at present, merely in the 
interests of Government revenue. 

The separation of provincial finance will 
onsure ,that m,oncy mise~ locally will be 
spent locally. That will inspire confidence 
in the tax-payer-confidence which will 
make it possible to collect more revenue 
in the provin~es, as oxperience has proved 
in the United States and Canada. 

Cities and towns should be permitted to 
contract loans, subject to recognized re­
strictions, for public utilities and product.ive 
works, if the interest charges and Binking­
funds can be met frDm IDcal taxes and rates: 

If the system of grDuping villages fDr 
purpDses Df local administratiDn, recom­
mended in the preceding chapter, is 
I),dopted it wDuld be easy to' devel~p a 
satisfactory scheme of rural finance. After 
meeting the urgent. current expenditure on 
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sliLnitation~ repair and mainterumce o£ roa,ds 
and lighting. the balance available should 
be. devoted to :-

(1) Education. 
(2) L9~al improvements; and 
(3) Measures nec8l3sarytotrain the people, 

and to improve the economic and 
sodal cohdition of the poorest 
among t,}lem. 

The principle of making the locality raise 
half the money' needed for education and. 
other development purposes, and obtaining 
the other half by provincial grants, may 
answer well for most provinces for the present. 

The division of revenue between the 
central, provincial and local authOlities 
leaves much to be desir~d. In 1914, for 
instance, the imperial and provincial ex­
penditure in Iudia was £85,000,000; district 
~nd sub-district expenditure, £3,900,000; 
municipal, £5,400,000; making a total 
of £94,300,000. In Japan the correspond­
ing figures were £59,000,000, £8,000,000, 
£21,{'(){),OOO, and a total of £88,000,000 
reSpectively. Whatever the discrepancy in 
the basis of comparison, the statistics ate 
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accurate enough' t9 show th~t :/Jle 100al 
expenditure iii Japan is very mtl~:h"~';t~~' 
th,.an.,i£·'lS< '.itLT~at~;·'iiot=wi~~sra~~mg-.ili~, 
fact tha~ tIle rural populat,ion of India is 
much larger. 

calcUla.tIons· made upon the basis of 
rough estimates of gross annual income 
before the War, show that taxation in 
India bears a higher proportion to the 
income of the tax-payer than it does in 
most civilized countries. In the United 
Kingdom, for instance, the gross annual 
income before the War was estimated at 
about £2,300,000,000, and the national 
expenditure at about £200,000,000, or less 
than one-eleventh. For India the corres­
ponding figures were £600,000,000 and 
£83,000,000, or a little over one-seventh. 

According to the late Mr. Justice Ranade; 
who for a long time administered the Deccan, 
Agriculturists Relief Act under the Bombay 
Government, the land-tax encroaches upon 
the profits and wages of the poor peasant; 
who has to accommodate himself to a'lIJ.ow' 
standard of life with every increase of 
economic. pressure on h~ olass. '. In t~e case 
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of smaller payments, the land~tax interferes 
wit'l1 the meanR of subsist,cnce, and in the 
case of larger ones it discourages agricultural 
development. :From whatever point of 
view it is considered, the tax in its present 
form is harmful. 

The taxable incomes in most countries 
are reckoned upon people's earnings fl,fter 
deducting whatever is needed for a fair 
subsistence allowance. The finances in 
civilized countries are tending tOivards 
complete exemption from taxation of all 
persons whose incomes fall below a certain 
nllnmlUm. If such a test were applied to 
the Tndk'l,n cultivator, a great majority of 
his class would not be liable to pay any 
tax at all. But the land-ta,x can be a,djusted 
only when a more equitable system' of 
taxation has been made possible by 
economic developments. 

As regards excise from alcoholic drinks, 
which is a considerable source of revenue at 
present in India, it is desirable to aim at Its 
abo'ition as quickly as possible. because it is 
derived by encouraging vice among the people. 

The United States has" gone dry," and 
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the Canadian Provinces are following the 
example. Scotland has lately begun voti.ng 
upon local option. There is in England 
a strong movement in favour of this 
reform. vVhy 8hould not India, where 
the higher classet:l arc not addicted to drink, 
be permitt,ed to ban liquor by means of 
~1 similar process, gradual enough to per­
mit the necessary filU1ucial readjutltment 
to take place 7 

~incc national exigencies demand the 
development of education and. industries 
at, au unprecedented rate, and since, for 
some years, it is not possible to provide, out 
of current revenue, the large sums needed 
for the purpose, it is necessary that a loan 
averaging' about fifteen crores per annum 
be raised for these purposes during the 
next ten years. 

A loan fO!' education is unusual, but so 
are India's conditions. The Japanese 
Government has not hesitated recently to 
float a loan for educa~n, though great 
educational progress has aITeady been m;Jde, 
and though the Diet opposed the -loan on 
the ground that education was not a 
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business transaction nor a produoti ve public 
work. In India, the position is exactly 
the reverse. Th,e _ people's, representatives 
ha ve been clamouring for more and' 'better 
'education, and the Government has, .. peen 
-p1eading financial inability, though that 
did not prevent it from incurring a sub­
stantial amount of unproductive war gebt. 
An addition of at least an equal amount 
(133 crores) for education, industries, and 
other development pmposes could hardly 
be regarded as piling up unproductive debt. 

Each province may be permitted to raise 
money intemally. If credit and confidence 
are established, there is no reason why these 
interna,} loan operations should not prove 
successful. 

The public debt of India is made up as 
follows :-
._--- -----------_._-------;-----

----------... - .. 

Ordinary war debt. 
Prodjlctive railways 
Irrigation. 

. Total 

Crores 
of Rupees. 

133 
359 

66 

558 
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To this wUl have to,·be added in future, 
as stated ahove, a yearly loan of 'fi.~en . ' 

crores'for ten years to come. SlJch inQl'~se, 
in addition to any increase in taxation, 
will be cheerfully faced by the people, if 
they are sure that the proceedf\ will, be 
applied strictly to the purposes mentioned. 

As currency and banking will be dealt 
with in a later chapter, it is here necessary 
ouly to draw atteni.ioll to the great import­
ance of establishing a federal""bauIUng 
system with a central control, giving Itidia 
an effective gold standard and separatillg, 
Indian finance from British trade with 
India. .Si~ilarly, as the sUbjcct 'of fiScal 
autonomy will be treated later, it is merely 
necessary to state here that the true basis 
of Indian progress will be established if the 
India Office control of the Indian finances 
cnases, if payment of "home charges" is 
made t.hrough the London branch of the 
Indiaa Central Bank or banking system, 
and if India is permitted to redistribute 
the incidence of taxation and expand her 
financeS as suits her best. Fiscal r~on-, 
'J , ""' .. 

struction ·~hld, b~ the com~r-stone, of 
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the economic and social edifice of the 
fut~re. 

The entire subject of Indian finance needs 
to be impartially iuvcstigated, if for 110 

other reason than to remoye the suspicion 
eniJertained by well-informed unprejudiced 
persons who believe that financial anomalies 
IHwe been permitted to grow up in order 
to preserve Brit/ish monopoly over the 
1 mlian trade and hold ] ndiall gold in 
Loudon. A cOl1ullissioll for that, purpose 
should be l1ppointcd as carly as POSt-'l­
ble. It should be composed of two­
thirds ] ndian l'cpl'esC'ntt'Ltives, and the 
remaining one-third of experts and officials. 
The comlPission should be permitted to 
appoint its own staff and to carry on 
direct correspondence with the Dominions 
and foreign countries, and to submit recom­
mendations. It seelllS desirable that such 
a commission should be appointed at once, 
and maintained for four or five years" until 
the finances are all brought into a condition, 
as 1\:oor a,s circumstances allow, to that of 
Canada or Australia, because only by plac­
ing the Indian finances upon a Dominion 
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basis call the anomalies whioh e~ be 
elimina.ted. 

The currency policy should hereaft¢ be 
settled by the Government of India.· with 
the approval of the Indian Legislature llrnd 
Indian public opinion. There should be no· 
delay, therefore, in the establish~ent of a 
commission for five years, and of a perman­
ent financial committee of the Central 
Legislative Assembly and similar bodi~ in 
each province, as suggested. Experts and 
officials, though represented on these central 
and provincial legislative committees, should 
ha ve no power to vote. It is to be hoped 
that, in future1 there may be complete 
open dealing and publicity in regard to 
all money transactions. 



Economic Reconstruction 



CHAPTER VII 

ECONOMIC ACTIVITIES IN ADVANCED 

COUNTRIES 

Now that a measure of self-government 
has been vouchsafed to India, and the 
J oint Select Committee has clearly stated 
"that she should have the same liberty 
to oonsider her" fiscal "interests as Great 
Britain or any self-governing Dominion," 
it should be easy to reconstruct her trade 
and industry, and to develop her natural 
resources in a manner not hitherto possible. 

The lines on which economic reconstruo~ 
tionshould proceed will be better under­
stood if a rapid survey is made of the 
methods .pursued in the United Kingdom, 
Canada, the United States of America and 
Japan to increase production and W, pr~ 
mote trad.e and industry. 

Ever sinoe the r~rganization of the< 
~~,;:. 
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national life for war purposes, there has 
bee\) more vigol'OUS thmking land more 
definite suggestions in regard to social 
experiment in Britain than, perhaps, in 
any other country. Not long after hostili­
ties begftl1, a committee on reconstruction 
was constituted. This was later converted 
into a department, which, if it did nothing 
else, issued a Reries of pamphlets containing 
much valuable information on variouR 
phases of reconstruction - information 
which needs to be carefully read in India, 
and adttpted to 1ndia,n requirements. 

Four broad economic tendencies are at, 
present noticeable in Great Britain: 

Firstly, the Government is taking direct 
action to secure maximum production in 
essential industries and to stimulate inven­
tion. The mosL important instances are 
the encouragement of agricultural produc­
tion during the War, and the determined 
endeavour to occupy the first place in 
the matter of manufacturing dyes. With 
this"is cOlmected the realization, slower in 
England than in Germany and the United 
States of America, of the paramount value 
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of scientific research in industry-.. as, for 
example, ip the ,setting aside of a surt\ of 
a million sterling by the Department of 
Scientific and Industrial Research for grants 
in aid. 

Secondly, the Government has been 
forced by clamorous need to assist local 
authorities and private enterprise in so 
fundamental a service as housing. Years 
before the War, it was becoming clear t,hat 
the re-how~ing of the greater part of the 
population, especially the agricultural 
labourers, was an urgent problem which 
could be solved only by a compTehen~ive 
national policy. Since the War all doubts, 
even of the most convinced advocates of 
the policy of laissez-faire, have been swept 
away, and the Government has undertaken 
the task. 

Thirdly, despite disinclinat,ion on the part 
of the present Ministry, there is an increas-: 
ing t.rend of public opinion towards the 
State control of the essential national 
services, especially mines and transport. 
N othmg, it is evident:-can ~heck the gro"mh' 
of the enormous combines which are the 
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distinctive economic characteristic of the 
agtfL-in textiles, leather,. oil, • coal, steel 
and shipping. 
• As a result of the War, there have been 
many amalga:mations of trade and .business 
interests. At· present five great combines 
do most of the ba.nking in England. 
". Fourthly, the tendency towards the ex­
tension of public control and the workers' 
demand for an altered status is equally 
'irresistible. No longer is it possible, with 
the transition from free competition to vast 
modem combines, for the community and 
the Government to be left out of the 
concem. while, on the other hand, the 
workers of every class and kind declare 
the~selves emphatically against the con­
tinuance of a wage system divorced from 
responsibiHty ill management. Four years 
ago, the first authoritative recognition of 
this development came with the report 
issued by the Whitley Committee, recom­
mending joint industrial councils, upon 
wht6h representatives of the workers a.nd 
of the employers sh;uld sit together .. Since 
the last year of . the War, there has been a 
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remarkable expansion of the Industrial 
Council movement, which . is Ullive1tally 

# . 
regarded as a first stage in the transfer of 
control. ' Of greater importance still is 
the development in raiIwaysand mines 
which is destined to lead, in a ~rief period, 
to entirely new forms of ownership and 
control. 

An Imperial Trade Investigation Board 
has been set up, and a private British 
Trade Corporation has been establishetl 
under Hoyal Charter with the express 
object of financing and developing foreign 
trade. 

When so industrially advanced a country 
as Britain finds it necessary to make 
breaches in her policy of free trade, how 
can the policy of lai88ez-faire be continued 
in India, which is still in the agricultural 
stage? 

Canada, like India, is essentially an agri­
culturar"conntry, but while the DOmixiioh 
~,~t~~o.rl~i~s _r~.1i~~ the. futili~y, 9(~~~~~~i 

:!;~~I!~£~:~~' ;~~~~~~~ 
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for Canada 1 show that the total production 
fro~ industries ::l,nd manufactuI;,Prs exceeds 
that from agriculture. The volume of 
manufactured products, which are protected 
by a tariff duty averaging about 25 per 
cent., is constantly increasing. Banking 
is also advancing o,t a rapid rate, and a 
notable movement for international banking 
expansion has begun. 

'rhe Canadian Government has at the 
present, time concentrated its attent,ion 
upon increasing and extending foreign trade. 
The Department of Trade and Commerce, 
the most important national organization, 
and the Department of Finance and Bank­
ing are working assiduously to this end. 

Attelltion is being given to the Com­
mercial Intelligence f-lervice. and large 
Rchemes have heen projected for the en­
couragement of industries. All the public 
departments are energetic in preparing and 
circulating report,s a,nd bulletins. A weekly 

1 Current. production, H1l7 :_ 
t.Agricuhure 

Flshing 
Forf'stry . 
Mining . 
Manufacturing 

Dols. 
l,ti21 Iuillions. 

39 
175 
190 

2,400 
" 
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bulletin with a large free circulation is 
issued by ~e :Federal Government. Inc/eed, 
the Canadian Governments have set a 
standard in the matter of promoting in­
dustrial education and providing assistance 
through public agency and propaganda. 
The importance of such help cannot be 
exaggerated. 

The Dominion Government deals chiefly 
with the survey fwrvice and foreign trade, 
while the actual work of exploiting nat,ional 
resources and giving assistance to business 
concerns is left, to the Provincia I Govern­
ments. A single province has recently 
made appropriations of nearly $2,000,000 
for the establishment of new industries, 
and is prepared to lend dollar for dollar 
when private individuals and corporations 
signify their desire to start them. ]n 
eas tern Canada municipalities grant facili­
ties to encourage small industries. 

The Indian practice st,ands in direct 
contrast to the Canadian standards. The 
Central and Provincial Govel'nmen~ in 
India are extremely chary of subsidizing 
any industry. There was in recent years 



124: RECONSTRUCTING INDIA 

at least one occaSion on which orders went 
:frotll London which in subi'tance prohibited 
the active encouragement of industry. 

In the United States of America" as in 
Canada, industries' ha ve been protecf~d ' ~y 
a 'high tariff wall, though American indus­
trialists,by their ability to combin~,have 
been able to do without Government sub-"' . '" ,'. 

sidies. 
--', Americans have, of course, been greatly 
helped by the abundance of their resources, 
both ia materials and in trained men. 
Industries have reached an adolescent 
sta,ge, and many of them can safely dispense 
with protective duties. 

Extensive usc of labour-saving machinery 
and motive power and economic and 
efficient management of business distin­
guish American industry. 

Huge industri~s and mammoth trusts 
have grown up. 

For instance, the annual business of the 
Fofd Motor Company at Detroit approxi­
mates. $350,000,000.. ,!he average'numbe.r 
of employees regularly on the pay roU is 
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about 36,000. The plant turnS{)ut a 
complete "motor-car e.very tWeIity.:.lline 
seconds a:rld, 'in conjUnction with its branch 
factories, has a record of 3,000 cars It1.ade 
in a single day of eight hours. 

The wealth of individual citizens bas 
risen to prodigious proportions. 'Mr. John 
D. Rockefeller's fortune is estimated at 
three billion dollars and his income at one 
hundred million dollars a year. 

The banking work of America is carried 
on by 8,000 or 9,000 principal ba~ks, each 
of which is a member of the Federal Reserve 
Bank of the district in which it is situated. 
There are twelve Federal Reserve Banks, 
controlled by a Federal Reserve Board at 
·Washington. The Board has recently 
agreed to establish branch banks abroad l 

and there is a move in New York and 
Washington at present to help the Central 
and South American States to place their 
currencies on a gold basis. 

Another characteristic of American 'busi .. , 
ness organization is the Chambers of Gom.~ 
merc~eor Boards of Trade established 
throughQut. the :COuntry.. The 'l!entral 
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Chamber of Commerce of the United States 
com.prises the combined forces of Ameri­
ca's leading commercial organit.'1tions. It 
represents the body of American business 
men at t,hc seat of the Federal Government 
at Washington, where it maintains an 
executive Board. Manufacturers and busi­
ness men serve on its committees. It has 
a staff of experienced experts, conducts 
bureaux of administration, organization 
service, research, industrial relaLions and 
service to members, and Ims at its command 
an editorial' staff with a national vision, 
and a field force to reach its nation-wide 
membership. 

'1'he reconstruction aims of the American 
nation at present, briefly stated, are: 
(1) increased production in industries and 
agriculture; (2) extension of foreign trade, 
and (3) increase of American shipping. 

Americans have realized that shipping 
and all tho correlated improvements per­
taining to a merchant marine areneces~ary 
to t1te expa,nsion of the general trade of the 
country. They have realized that lack of 
shipping has handicapped their foreign 
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trade. S~~J~~ing, >" is, .. therefore, ' receiving 
the largest amount of attention of...bQtb,.-~he 
Governmetlt and· the people at the present 
time. In September, 1919, a prominent 
business man in New York, ill course of 
conversation with the writer.: remarked t,hat 
the shipbuilding going on in t.he country 
over-shadowed every other activity. The 
coast is filled with shipbuilding yards. 
The biggeRt shipbuilding plant in the world 
is at Hog Island. Created as a war 
measure. it is now used for building 
merchant :-;hips. Fifty ships can be built 
there at the same tilllC. 

Shipping iH entirely under the control of 
the Shipping Board, which builds ships and 
sens them to private firms. America is 
convinced that where a great volume of 
tonnage is congregated, competition fixes 
the lowest rates. 

Both Government and the people' are 
doing their utmost to expand fore~g? .!~~.~'" 
The Government is training at Washington 
a number of young men who, after paEtSling 
an examination in exports and imports~ 

are t.o be sent to European countries as 


