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PREFACE TO THE SECOND EDITION

The book has been extensively revised to incorporate
mainly recent developments. In particular, half a dozen tables
are added. to cover the post-Independence developments in the
sphere of Old Age and Unemployment Insurance, Collective

Bargaining, Irrigation and Agriculture under the Plans and

Industrial Finance Corporations. With the same end in view
some tables have been extended, viz. those on Outline of Lab-
our Legislation, Details of Labour Laws on Working Condi-
tions and Social Insurance. (The addition of tables-on Labour
has resulted in a-change of numbers of two tables — 15 and 16
of the first edition now become 17 and 18 respectively.)

There are also new sections on the Historical Background
—a brief account of political, administrative and economic
.developments during 1707 to 1968, the Population Explosion
and Irrigation under the Plans (after the table on the subject)
and a list -of the Landmarks at the end. Some of the chapters
have been substantially expanded tg discuss more fully the
Urban Handicrafts, Agriculture (several sections enlarged) -
and Industry and, to a lesser extent, Labour / Legislation,
“Towns (a Note on the two tables), Foreign Trade and Bank-
ing. Elsewhere too more recent figures and dev elopments have

been added.

Thus the book now covers about a dozen of the post-1947
developments at length, generally in a comparative way; the
element of comparison has thus been substantially enlarged.

Thanks are due to Dr. S. D. Punekar for Table 15 which
is based on a table of his, and to Miss J. M. Sawant for the
Note on Irrigation, which uses part of the material she col-
dected for her article and papers on the subject. The lady who
helped with Table 7 has been “discovered” to be Miss Manke-
¥ar, now Mrs. Tombat,

T.B.D.
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\ PREFACE TO THE FIRST EDITION

I\‘ The Tables. In the early 1940s the year's President of
the Indian Economic Conference visited the Wadia College at
Poona, where he saw a table (No. 12 in this book) on the black-
board in a class-room. He remarked that it was an interesting
(or useful, I forget the exact words) way to study the prob-
lem. Since then many students—reading for the B.A., B. Com.,,
and M.A. examinations—as well as professors have shown their
appreciation of these tables. They were found particularly use-
ful in revising the subject. A note on the use of the tabies
follows; they have also been woven into the texture of the hook.
Numerical data, too, have been presented in a tabular form,
wherever possible, so as to facilitate comparisons.

2. Simple language. The need for a book on the subject:
also arose from the difficulty that the vast majority of students
experience in understanding standard works on the subject, like
those by Prof. D. R. Gadgil and R. C. Dutt. It had, therefore;
to be in simple English. To that end words and constructions.
were simplified until, in some cascs, the former changed in
meaning and the latter became awkward; and so they had to
be changed again. The same aim is responsible for the heavy
punctuation. An effort has also been made to include as mucly
matter as possible within a limited compass to keep the book
within the student’s capacity to acquire it.

3. New “topics,” comparisons. This was rather difficult as
several “topics” have been covered which are not usually dis-
cussed in a book of this nature. These include the farmer’s
credit needs, the condition of agricultural labour, export indus-
trics, gold exports during the Depression. and a number of
comparisons: between urban and rural handicrafts, cotton and
jute industries, tea and coffee plantations, as also between the
various laws on working conditions and on workmen's compen-

Preface ' vii

sation and between the Commissions (and Committees) on
currency and exchange. § f -

4. Systematic presentation. These comparisons, as also the
tables, should help in a systematic study of the problems in-
volved. Considerable attention has also been paid to analyse
each problem and to link the various parts, indeed to connect:
every sentence, paragraph, section and chapter with the preced-
ing one.

5. Paragraph headings, questions, Another device on
which a good deal of care was bestowed is the provision of para-
graph headings. They supply the reader with the principal
point in the paragraph before starting on it and again after
finishing it, and when read together they would be particularly
helpful in getting a brief, overall view of all the developments
in a particular field, especially when revising the subject. Here
acain simplicity is aimed at—and brevity, To help revision,
again, questions have been provided at the end of every chapter,
many of them based directly on the tables.

6. Developments since 1947. The history has been brought
up-to-date by briefly mentioning the developments since Inde-
pendence. (In a few cases recent changes will be found wanting
as the typescript was handed over in the first half of 1965.)
This feature should help the reader to link up the subject with
the “Indian Economic Problems” of to-day.

7. Acknowledgements. A small book like this, attempting
a detailed survey of the many developments in different fields
over a number of periods, is bound to be immensely indebted
to the many standard works, general and specialised, dealing
with these developments, as indeed the Bibliography makes it
amply clear. It cannot thus claim originality except in the
sense that when one concentrates on a theme a few ideas are
bound to occur te him. One can only express one’s deep grate-
fulness and hope that what he has made out of the original
sources is not too unsatisfactory. In the preparation of some of
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the, tables substantial help was ohtained: from students: frora.

(Prof) W. R. Kapadia and Shri J. M. Kakaria for Nos. 1 and
3, from 2 Iady student who worked on No. 7 (I regret I do not
recollect. her name, it was perhaps a decade ago) and from
Miss {now Mrs.) Shetty, who helped with, No, 16. But No. 14
is based on a table lent by Dr. S, D. Punekar. It is a pleasure
1o tecollect this help from them with gratitude.

T.B.D.

R

A NOTE ON THE TABLES

The tables were designed to presént data on particular
problems in a useful, systematic and striking form. This results
in bringing together all the relevant material, emphasising the
points of similarity and difference and facilitating the study of
interrelations between the different aspects of the problem. It
also helps to look at the problem from a new angle. Take
Table 12, for instance. The usual presentation is in the form
«©f details of the Factory Act of 1881, then of the Act of 1891
and so on. The table gives that in one or two lines each, but
it also enables us to read off quickly the changes in each sepa-
Tate element from Act to Act, viz,, changes in the minimum
and maximum ages for employment of children, in their hours
of work, in hours for women and for men, in “welfare” provi-
sions and inspection, in the scope of the Acts. Further, the table
makes it very convenient to compare each Act with the previ-
-ous and the succeeding ones (thus bringing out the very logical
nature of the developments as each new Act was passed); also
to compare the first Act with the last one (to find out the over-
all change) and each Act with the Act in force at the time in
mining and on railways (and, after Independence, on planta-
‘tions too) .

This sort of study—the “vertical” study, shall we sayP—is.
rendered very easy by almost all the tables in the last group
«discussed below.-

Taking up those groups now, three of the tables—Nos. 3,.
5 and 9-—ayxe simple two-column ones. No. 3 brings out very
strikingly the differences between India’s urban and rural
‘handicrafts. It also facilitates a comparison with regard to
cach of their features. As to No. b, we know of the cycde of
prosperity and depression in agriculture as determined by the
amonsoon right upto 1967; but the table presents the fact in a
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very clear-cut form, which should fix it in the reader’s mind;
t 'also.bﬁngs out the diminishing importance of the seasons
with the passage of time. Table No. 9 (on the growth and decay
of towns) shows how basically the same forces were at work on
hoth sides: trade routes, industries, natural calamities and other
adverse conditions; and how the first two had permanent effects,
while the others exerted only a temporary, negative or negli-
gible eflect.

Two of the tables look more complex, but are really simple
in nature. No. 6 brings cut the various aspects of the three-fold
finance needed by the farmer and shows how the other features
depend on the purpose of the loan. The contrast between these
features of each type ol loan should help to make them very
clear to the reader. No. 8 similarly emphasises that the features
of each town depended on the type to which it belonged.

Two other “tables” are charts really, viz. No. 4 and No.
10. The former brings out the interrelations between the vari-
ous forces that brought about the decline of India’s urban
handicrafts. This should be more helpful in understanding the
problem than a mere list of the “causes”. No. 10 classifies the
numerous problems of industrial labour under four broad
headings; it thus attempts to bring some order into what would
otherwise be a chaotic list or succession of “topics.” The text
also points out the interconnections between these problems.

"

There is a pair of tables, No, I and No. 2, which have seve-
ral columns each, but which are also simple. They deal with the

same theme, economic conditions during the earlier part of

British rule. Dr. Buchanan's survey was very detailed, but the
long descriptions of places (which were visited by him) leave
no clear impression about, say, land revenue, industries or
transport in either thz South or the North. The table gives a
sort of generalised picture of the two regions with regard to

each of these problems. A comparison between the two regions

is also facilitated, as also a comparison with Prof. Gadgil's

~ picture of the whole country’s economy at about the same time..

A Note on the Tables =i

‘T'he remaining tables, nearly half the total, are quite large;
several of them bring together details about developments'in a
particular field during successive periods. Four of these pro-
vide an analysis of labour legislation, which is particularly
necessary in the case of No. 11 and No. 12 because of the large
number of Acts involved.

As remarked at the beginning of this note, most of the
tables in this group are particularly useful for a “vertical”
study, i.e. the study of the history of every feature during all
the successive periods. In No. 7, for example, one
can quickly read off the general condition of the
cotton (mills) industry during each period; and similarly,
changes in localization, in the number of mills and of workers,
in exports, in imports. One can also study the interrelations be-
tween influences, on the cne hand, and general condition,
exports, imports, etc. on the other; and so on. And, of course,
one can survey all the developments together period by period.
Table 11, too, can be used in a similar way; it is moreover
useful for studying the volume and range of labour legislation
in each period and for comparing it with the preceding and
succeeding periods. The uses of No. 12 have already been indi-
cated. No. 13 presents the rather complicated provisions of
the ‘Workmen's Compensation Act of 1923 (and its amend-
ment in 1933) in a systematic form, which should facilitate
their study a good deal, particularly a comparison of the
amendment with the original Act. Table 14 deals with the
same theme but in a more general way and adds legislatiom
on maternity benefits.

No. 15 is a marathon effort. It can be used, among other
things, for studying the close connection between trade policy
and industrial position, between the latter and the composition
of trade, between the composition of exports and that of im-
ports, between external influences and the fortunes of India’s
foreign trade. Incidentally, the column on trade policy gives a
good brief history of government’s industrial policy from period
to period. Similarly, one can quickly read off changes in ex-
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ports, émports, di_rection-of trade, terms of trade and balance
of trade from the first period to the last. Lastly, of courss, one
.can study all the developments together for each period.

The last table summarises many of the important develop-
ments in currency and exchange during six decades under the
Crown. It is more useful still to bring out the changes in gov-

—ernment’s attitude regarding the currency standard and the

exchange ratio. In a text-book these discussions would be
spread over some two dozen pages and the students would lose
the thread; the table makes it very easy to compare the changes
recommended by the various currency bodies in, for instance,
the currency standard or the exchange rate; and also to study
.government’s reaction and how far it implemented the recom-
mendations of the particular currency body.

Tables which outline the developments in a particular
field during succeeding periods can be easily extended to in-
clude later developments; they can then be used for studying
“Indian Economic Problems” since Independence. All the
tables in the last group except No. 16 lend themselves to such
use.

The changes and additions in the second edition are indi-
cated in the new Preface.

- (‘\ -
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HISTORICAL BACKGROUND AND ECONOMIC
CONDITIONS IN EARLY 19th CENTURY

Section 1. Historical Background

1707, The last of the Great Moguls : In 1707 Aurangeeb,
whe last of the Great Moguls, passed away. That was the begin-
ning of the end of the Mogul Empire, which gave India one
-of itl'.S brightest periods of history; indeed it was one of the most :
glorious eras of two centuries in any country. However, it went
‘the way of all empires; and after Aurangzeb’s death there fol-
lowed family feuds for succession and the break-up of the Cen-
tral authority. Independent kingdoms multiplied, arose and
fell: and there were war and disorder, uncertainty and insea_.l—
rity of life and property—all of them obstacles to economic

PToOgress. |

1757, The Battle of Plassey : Exactly half a century later,
:the British won the Batile of Plassey in Bengal. This victory
is the becinning of the next great empire in India, the British.
“Empire, which also endured for two centuries and which, too,
Teft a permanent legacy to the country. The victory at Plassey
.occurred at about the same time as the begmnmq of the
Industrial Revolution in England (from about 1760);: and
these two events combined to have a profound effect on every
aspect of India’s €conomy,

1600-1765, The Trading Company: The beginning of
#his new empire goes back a century before Aurangzeb’s death.
On $1st December, 1600, the East India Company was granted
2 charter to trade with the East Indies, by Queen Elizabeth I
of England; and it was this Company that won at Plassey. Thus
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Eﬁg'land from 1849 ushered in {ree trade in Europe and it was
forced on India too. Gold was discovered in California in 1848
and in Australia in 1850. This, and the discovery of silver im:
Mexico, led to a rise in prices all over the world. This result
was helped by the great development in the means of tramspoert
and communication. Ocean steamers were Improved; inm the-
1850s the new Public Works Department of Dalhousie built
modern roads, which spread rapidly in the 18@05?‘ and so did’
the railways, which began with the first line of 1855; post and’
telegraph facilities were extended. '

Their effects: These developments added economic unity
to the administrative unity introduced by the British—culturai”
unity we already had. India became one market, indeed park:
of the world market, as was shown by the impact of the Ame--
rican Civil War in 1861-65. Agriculture was transformed, eg. -
the nature and importance of famines were changed and com--
mercialization of agriculture occurred, leading in its turn G-
localization of crops; the ancient village commumity broke-
up and its self-sufficiency and isolation vanished forever into
thin air; its handicrafts decayed and the artisans had nmow to-
subsist on the soil, thus resulting in excessive pressure om the-
land, subdivision of holdings, increase in debts, transfer of land®
to the monevlenders; the urban handicrafts, too, deckimeds
though their place was being partly filled up by the new fac
tory, plantation and mining industry; the volume of internaf’
and foreign trade was enlarged, its composition and direction.
changed and methods of trade were revolutionized. Thus the -
entire economic structure of India was terribly shaken. These .
developments were hastened by the opening of the Suez Carud!

in 1869,

The British also introduced peace and order, security i
life and property. But in the process they enforced on the-
country their ideas about property: sanctity of contracts f{eg.
between debtor and creditor), the right to mortgage and self
land and individual responsibility for payment of land revenue.
These had some harmful effects on agriculture, like rise in fmz¥
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War. These were run bys elcobnd World War w;t Government was:
involving India in thell wer in the Centr(a: ipps Proposals gf
For such consent r?;shpzespon?’e was the tel;" passed the "Quit
demandefi. The (]:31;1 ess rejected. The 1aEhe Government im-
1942, which thle (; gIAugust that year. 1’: led to strikes and
o I{{E:’ilultelsgersn immediately and tha
prisoned i

®

violence. i Tl oinid
! .- . Fina = i
nd Partition : .. was accompanied: by
7, Independence an o b
e on 15th August, 1947; but gistan out of the areas
independenceP tition, which created Pa i
vk e as :
= Countr:h west and the east; Burma w
in the north-

decade earlier,

- oblems for inde-
e ted serious econornif P; i i R-Ves:—.-
‘The Partition crea] i ke e
e thhe'h:zftg and cotton areafs Eést Bengal, whil‘\3
el‘n'P_UIljab,'and the “1 il o e
part of Paklstarilr,l a;nzisa(.)_the preliie e
the mills were -
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«disrupted; and particularly after the Chinese invasion in 1962,
defence expenditure mounted up, more so alter the conflict
with Pakistan in 1965, :

1951-68. Planning and its Problems: 1n the meantime India
#1ad embarked on her Five-Year Plans in 1951-52 and later
-adopted the ‘socialistic pattern of society’ as her economic goal.
"This goal has meant, among other things, a variety of controls,
@ great expansion in Government staff and a huge public sec-
€or of some six dozen projects. These have absorbed an invest.
ment of about Rs. 3,000 crores, of which the steel plants ac
count for a third. The beginning of the Fourth Plan in 196667
bzd to be postponed by three years, because of war with Pak.
Bstan in 1965 and two successive famines in 1965.67. There
#had also been other unfavourakle developments_: a raipid Tise
In population due to a fall in the death rate: underutilization
of industrial capacity; shortcomings in plan implementation:
and a good deal of deficit financing, which had raised the
tice level, particularly after 1962-63, the year of the Chinese
rvasion. As a result of all these adverse circumstances, there
biad been an increase in the deficit in the balance of Payments;
Tise in public deht, foreign and internal; increase in taxation,
especially on the urban people; the foreign exchange crisis
-and  devaluation (in 1966) ; increasing unemployment; and
‘more récent]y, the recession in industry. The closure of the
Suez Canal in June 1967 added to our difficulties.

Fortunately, we received massive economic aid from the

USA, including large supplies of P.L. 480 foodgrains on
favourable terms, '

Achievements: There have also been some healthy deve-
lopments, viz the Community Development Programme
{from 1952) for all-round rural uplift; the huge multi-
T urpose irrigation and pPower projects and progressively
sreater utilization of irrigation potential; schemes of agri-
cultural research, particularly successful in evalving hybrid

seeds; a number of Corporations for financing industry, and in
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. Section 1. Ecomomic Conditions in Early 19th Cenm
n Il _

As we saw above, British rule in India mtrodulcnein: ?;:'

i e}iod in her economic history. There were %
'ﬁnc‘;p - developments, several of them adverse. To z;gplndim
i:: c];:fnge we must first study the features of _the o

£conomy. :
: ¢ & ADGIL
ACCOUNTS BY DR. BUCHANAN & ProF¥. G§

i ; he position at
Y detailed survey of t
i i Period. At the instance of Welles-

Governor-General, Dr. Francis Buchanan toy;zg
i i “{"e 1800 and North India in 1808-15. He desc‘:;;ﬁ(:h_
§0u§:t:3d$elr:3conomic conditions in tht;) Evalrious dp‘?;i-:m 55
2 i i in Table 1*an
h'c Vis_imd' th I:;f(?r; li;;;lﬁiiég;eifmthe North with -the So;x_th;
"mke ; 12;;03;“-8 a picture of the Indian economy mgzl:le ‘1“:“_
g:l; ‘;{E the 19th century, as drawn by Prof. D. R. Z1

India” he ‘details of this ac
his “Industrial - Evolution of India”. The detai

Cou 4 oW i Z a da W ll 15 ol

here.

the beginning of the British

Agriculture : Prof. Gadgil tells us that India was the‘l;nﬂlpr@-age
dominantly agricultural. In addition - e famzrtsi:}n The
artisans followed agriculture as a subgldlzzy OC: ucI:Jf the heavy

o 155 chiefly becaus
: * condition was depressec}. - it ulers.
;:I :llerjex::nue which was levied by early British r
%an .

« All tables appear at the end of the book.




B faE Economic 'Hiﬂorj} of India under tp, Britisks
Dr. ':Bui:l_lan'.jin showed how this was true of both South ana
North India. Lang Tevenue often absorbed the whole rent of the:
landlord ang its collection was rigid and s
‘British practice, It wag much higher tha

u 1S, reservoirs and
@anals, constructed and maintained by landlords. If the latter

undertook thege works, they also charged high rents. They
Were 25 per cent of gross Produce in the South and 33 per

cent in the North, The cost of cultivation was 45-50 per cent
of the gross produyce.

Prices and Wages : Sudden and violent fluctuations oc—
curred in Prices, especially those of foodgrains. This resulted
trom the Jack of adequate transport and cony
famine into 5 calamity, Further, there were great differences.
in the prices of the same article at different places, One district:
m'ay' have 3 bumper rop and the farmers would, therefore,.
suffer from Jlow Prices. Another district, not very far, may
sufter from famine and scarcity prices. The supply and de.
mand for food could not come together; the markets were Iocai,
not national. Another feature of Prices—and wages—was thag
they were extremely Jow. A pPloughman received one anna per
day and one Tupee purchased 140 Ibs, of rice in husk,

erted even a local

Industries Spinning and'weaving were the national in-
dustries in both the North and the South, They were, of course,
n the handicraft stage. Women of a]] castes were found spin-
ning, the spinning wheel was the support of the childless.

1

e | ’
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ma were. -those-
aker. In the towns, on the other hand, there elres_als_o t.h'it

k dlc'rails hich turned out excellent products, W

1an W ome h

l 1 = 1 . B I 2 Ci hand]‘ cra ]t' are dlSEHSSCd

d had about ten per cent of the total population. (They
- an |

; iti the handicré s .
j 1 1 III.) In addltlon to . f
dare desc]'lbed"lﬂ Chapter V Il.l :
: o . f les ; A E ; Cigs : S

ng : 1ons goods .
. king : In both the region
ransport, Trade and Ban : |
e Z;ransfrorted by boats, pack-bullocks _and bullock ca;ts_:dB;:t
1‘tl;erercmcis were useless in the monsocon as thcre_‘;el;jl no . :e gAS
i n " >
Indeed most parts of India had no roads wort 'er: e
a result, carts were primitive, -tr:'mSPOYt_.T;tIES ‘:\ e
. i i iff differed widely. An
rices in different parts ; Ve
al:: til’lat trade- was very restricted regarding ‘011_11;118_,_ dﬁ;i:w
» ) i v e trade in
1se, there was som e
-and. type of goods. Of course, : i e
articleyspin a few places in both the I\orthka;nd thri eS?;)uln =
the ordinary purchases there were the weekly TITia . asl;jre o
North imports of cotton thread and c_lf..ith f?gls 1:;; e
ia- rting hide :
and India‘ had started expo e ‘ a
Ef}gl:zne Thus the composition of forelgﬂ‘tr_d_dﬁ “asd cc}il’zn()g:in%.
1 thp ‘Nﬁrth again, there were bankers issuing and discot
L1 e a2 a2 :

ing bills of exchange,

1 rillage community in India
£t 77 3 nity : The vil ; :
. The Village Communi " = : S
h d eculiar form, which we will stud}_m detail i‘;:er‘-—eming-
d? j:ierp Here we may note in brief that it wa.sua s€ -80_am_s_l
i ! i i i € Sery ;
andpself~sufﬁcient unit, with the artisans as villag . 2

Last

Conclusion : In the North as well 3‘»: theos?:tzierzhinizb
o e peace-;r];;rid r:v:rfug. Those in the- _
ably poor, mflil?ls :;C;:i Zﬁe};:a;gighboum in the Native. St.a.!;t;
_Squtii_were “O:;r Purnea the famed minister. The decline o
of nysor_e’ und ebc n, making the position worscf by thrcatcnd—
pandlcraits h; o igip;rtant source of income. We had starte s
ing to cut o n?; focfies (R il wokion c]ot.h from Lau:;t
‘E‘_P‘?t;‘:i zrpbrting raw materials (hides and skins to Europe) ..
shire
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SR egions were very similar even

Economic TRANSITION }

s 0O d
€ Tom was H‘al’lsf(n Illed in the Ig[h
ce}]tul &, Illdla WENL ﬂlrough an C(,‘OIlOmlC tIaIISJ llOn I wo ma

Jor influence were re ible
-Tesponsible for this ch
ange: iti
and the new transport introduced by it af e

N Inpia

Causes. British Rule -

e and judicial systems,

€t on the Indian i
agricultural struc.
n detail, .

f'ransport . Byt the really impo

_ . rtant factor opc.
Jng up of India by steamship routes S .
*

roads and railways. It was

: f her raw materials. The re.
andicrafts, Other factors that brought
the abolition of court

sult was 3 decline in our h
a_thout t.heir decline were
mdustria] policy, et

and their effects

handcrafts

THE
E ViLrAce Communtry & Rurar Hanpicrarts

The village com

. munity i i :
form. How. did irs ¥ in India had a peculiar and unigue

features differ from those found elsewhere?
Iis features : Self-G .

S o8 “rovernment and self-sufficien e
:.a_ simple form of self-government by e
village. It was 2 democratic little re

: It was
the inhabitants of the

public, which protected

£mnom.{c Conditions in early 19th Century' : 11

the villagers from the oppression of the zamindar and the
government. Its officers included the headman, accountant,
school teacher, watchman, etc., and its servants were the priest
.ain_d the artisans, viz. blacksmith, carpenter, shoemaker, potter,
washerman, barber, etc. Thus it had to get from the outside
only salt and spices, fine cloth and ornaments. The rest of its
needs were produced in the wvillage: food and cloth, imple-
ments and vessels etc., as also the services of priest, doctor, and -
artisans, as the village was isolated from the rest of the world
by lack of transport.

Artisans as village servants : The special peculiarity of the
indian village community was that the majority of these arti-
sans were village servants, They had plots of land at reduced
rents and got a fixed share of each year’s produce from every
farmer. In return they had to render most of the servic 3
This village community was already ancient in the days of
Manu and vet it flourished down to the 18th century, while
dynasties and empires rose and fell. Under the British, how-
ever, it decayed. Why this decay?

Causes of decay : To get the maximum land revenue, the
British made direct arrangements with the ryots, while formerly
the settlement was with the village community. Similarly, there
was administrative centralisation: judicial and executive powers
were taken away from the village community and centralised
by the British in their own hands. The new transport helped
them in this and also made it possible for the villagers to get
things from outside. This broke down the selfsufficiency and
isclation of the village; cheap factory products from the West
poured into the villages with the help of this transport; and
later, factories were started in Indian cities. Village industry
could not compete with these, because it suffered from certain
defects, which contributed thus to its decay.

Defects of handicrafts : As the artisans were sure of cus-
tomers, with no fear of external competition, there was no
progress in tools or methods; both remained primitive. Nor
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- Paithan for ‘pitambars’. Other places were famous for their
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rolled iron. And the tailors all over the country took to the

UrBaN HANDICRAFTS

Description : These village handicrafts differed a great deal
from the urban crafts. For one thing, the products of the latter
were distinguished by their quality and range, which we now
look at.

Textiles—Cotton : The textiles formed the chief urban in-
dustry and among them the most important were cotton textiles.
The best known cottons were Dacca muslins, which were ex-
iremely fine and lovely like ‘woven air’. There were other fine
fabrics of many kinds, in which there was specialization by dif-
ferent provinces and they were found all over the country.

Masulipatam, for example, was noted for chintzes and

double fabrics, ‘cabruns’, damasks, fine saris, ‘kheses’, shawls,
“pugris’ and figured or stripped muslins. Some of the cotton
textiles had an export market: Daecca muslin, for example, was
used for wrapping the mummies of Egpytian Kings in ancient
times. In more recent centuries, the blue palampores and the
punjan cloth of Vizagapatam were largely exported to Europe
and the West Indies and the ‘lungis’ of the Ambala Division
(in the Punjab) were famous all over the East.

Silks : "Indian Handicrafts”, issued by the Government of
India, notes: “Indian silks and brocades, muslins and prints
found their way to both European and Asiatic markets. France
and England had once tc enact laws to keep out Indian fabrics
and save their local manufacturers from ruin.” Brocades were
the pride of hand-made textiles, there were different varieties
and several places were known for these products. Beautiful
silks were produced in great variety and the more famous loca-
tions of the industry included Banaras (brocades), Burhanpuy
(gold saris) and Murshidabad (brocades and 30 other varieties
of silk fabrics); Kashinir, Sambalpur (tasar saris) and Kathia-

: : . 4
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war (silk satins); Ahmedabad, Baroda, Cambay and Surat i

Gujarat (‘patola’ silks, ‘Bandhani’ etc.); Yeola and Poona iml
?/Iaharashtra; Mysore; Berhampur and Arni in Madras (s'u"is)n
Thus the products had a wide range and were turned o:at ali
ovcr‘the country, with specialization by different places, The
quality was excellent and won world-wide reputation;.ther:r

TelS, A oreign dem n : p
W i a e .2 g a d fOl" the Bel 1%&1 T~

. L..mbmider}', dyeing and printing: Many centres excelled
in different types of embroidery, some of tliem unilque The
samfe was true of dyeing, the rhythmic design and -coIou-r pro-
du_c:rfg a charming effect. Similarly, “very many styles of calico-
pnnt‘mg” were found in different parts of the country. Jaipur
was “the very metropolis of the calico-printing craft” and seve-
ral (?ther centres in Rajputana were well-known for it (The
detlalls are given in ‘Indian Handicrafts’ from which Ii‘lt‘. uo-
tations, too, are taken.) ;

Woollens, Carpets: The artistic woollens were chiefl
made of ‘pashm’ wool and therefore called ‘pashmina’ Therz
w?re several forms of these, used as wraps; and of thesej “Kash-
mir shawls are world famous for their delicate workmanship”
'In carpets, too, Kashmir was the most famous producer, oths::
1r13portant centres being Amritsar, Jaipur, Bikaner Agra and
Warangal, each wellknown for its OwWn varieties. :

Non-Textiles: Metal-ware and jewellery : Many products
of fine quality were made from brass, copper and bell metal.
The? were produced all over India. South India was renowned
for its bronzes. Regarding inlay work, there were several im-
portant centres in the North doing ‘bidri’ work, with its ricip
ness'and variety of designs. Moradabad and Hyderabad were
part{cularly famous for inlaid metalware. ‘Minakari’ work (ena-
znel'lmg) flourished in a number of cities in the North, but
J.:npur crz-lftsmen could enamel rainbow tints on gold.," In
Jaipur, again, engraving of brassware was done in th;ec st)'les;
other places practising it were spread over Northern, ‘Westert;

Economic Conditions in early 19th Century 15

and Southern India, the styles differing from place to place.
Coming now to jewellery made of gold or silver, it was ‘exqui-
sitely patterned’ and the “standards of this ancient craft were
kept as high as ever”. A list in ‘Indian Handicrafts’ (1953)
brings out the great variety of ornaments among the traditional
forms: 6 ornaments each for the head and the arms, 7 for the
wrists, 9 each for the forehead and the ears, 14 for the neck

and so on.

Carving in ivory and wood, marble and sione : “For sheer
elegance and fine craftsmanship, the ivories of Mysore and Tra-
vancore are-highly prized.” Several other centres were well-
known for a variety of fine articles made from ivory. The same:
was true of wood-carving. Many centres were famous for dif-
ferent types of artistic wood-work (including articles of sandal
wood) , which were produced particularly in several places in
the South. “Marble inlay and ‘jali’ (fretwork) rank among
India’s most important and artistic work in stone”. The chief
centres of stone-carving are found in many regions, especially

in Rajputana and South India, with a good deal of specializa-
tion among them.

Others - “The Indian potter displays great inventiveness
of form and design.” Here, too, there was specialization by dif-
ferent centres in various tvpes of pottery. “Artistic glassware
was produced in India in ancient times and found its way
abroad. Pliny declared Indian glass to be superior to all
others...... The ‘papier mache’ products reveal the artistic
ingenuity of the Kashmiri craftsman”. Toys were made from:

baked clay, wood and metal.

These products “have delighted the people of this coun-
have been admired by those of other lands. ..

try for ages and
well

The gorgeous ‘Mashru’ brocades of Aurangabad were once
known. ... killed by changing fashions.... Numerous other
arts and crafts. ... have been dwindling for over a century....
through the competition of the machine”, so that we have to
visit the museums, at home and abroad, to see the specimens

of these products.
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industries. This cut off the direct connection between prodn-
cer and consumer and it also made the artisans more and mora
subservient to the middlemen. The latter had to introduce new

anethods te face outside competition.

CoMPARISON WITH RURAL HANDICRAFTS

These urban handicrafts differed from the rural ones in
almost all respects. The difference was based on the difference
in the nature of the market. For the rural handicrafts, for
example, the market was the village; they satisfied the primi-
tive wants of the poor villagers and so the products were cheap
and crude. The organization also was, therefore, simple and
there was no scope for a middleman. As the artisans were sure
-of a market, under the village community system, the technique
and tools remained primitive. And, as every village had most

of the artisans, there was no scope for specialization, localiza-
tion or production on a large scale. As a result, they could not
face foreien competition, because the costs remained high.

Let us now look at the features of the urban handicrafts.

The market for their products was the Court and the rich
classes—princes, noblemen and officers, merchant princes and
bankers. The quality of the products was, therefore, much
-superior; they were art and luxury products, yet they never
sacrificed utility. The higher quality products had a worldswide
‘market, especially after the revolution in transport; so foreign
competition in their case was also keener. As the urban popu-
lation formed only about ten per cent of the total, the number
.of these artisans was bound to be much smaller than that of

village craftsmen.

To look after the quality of the products—and also the
-welfare of artisans—each urban craft had a guild of its own, =s
in many other countries. Other aspects of its superior organi-
zation were; some localization, a good deal of specialization
and division of labour and a larger scale of production. Thus

there were substantial economies in cost.




Economic Gonditions in early 19th Century 15"

Abolition of Courts—loss of old demand: The Company-
deieated native princes and in other ways also took over many
This meant the loss of almost the whole:

of their kingdoms.
market for the products of urban handicrafts, the loss of de-

mand {rom the princes, noblemen and officers. But the crafts
decaved, though more slowly, even in the remaining Native:
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States, as foreign influences entered even there.

The new demand : The place of the noblemen and officers

was now taken by European officials and the new educated class.
of Indians. So there arose a new demand from European officess.
and also from tourists. This lowered the quality— because they:
wanted cheap things, and that led to hasty work and aduliera-

when factor
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Modern means of traps-
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not many who appreciated guality,
port made it easy to import and distribute these manufactures.
from FEurope. Further, railway rates were so arranged as to-
encourage their import and to discourage the export of India’s.
The production of arms declined because.
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finished products.
under the Arms Act, Indians were prohibited to keep them.

e Causes op DrecLing op Urpax HaNDICR AP
ORLACE With the IWecr i1 =
h?fldicrafts decline;; n?a;?ljltﬁ Cf?"?lﬁai@{; Policy : The urban:
West. This contaey | mainty ~cause of the contict with g
o ind . e . t;iizl the conguest of the laroer p,m;‘ : - I =
Tegard to the handicr#«l—‘é 1 "O:mx'}al‘-}'-’, The Companys pc:}h'cvciq : : crafts provided anothey‘set. of causes 'of Lf?E"l[' dec;me.. ._
of these e Y:;L 1T-.as the pr}ncipai reason for the d;c—;- was an absence _of orgaru;.:zmpn and so 1:clab|l11ty Lo us<.: 1mpr0\_.'r-:d
the history of GUV(L‘I‘I‘]nl “:H s.md,v its details when we tak:;y : met_hod_s. Foreign ru_le indirectly weakened the guilds, which
There were sl E?Fns; Industria] policy in Chapterh\,';} malptamet_i the qu_ahty of the product&? and 1ooked alter the
also led to 0 dow;ﬁ;;[ ol the contacy with the W i - welfare of the artisans. The crafts did not make a pi‘cper.
all of the handicrafts. e search for industrial possibilities. Lastly, the conditions of
supply of raw materials (and their preparation) were very bad.w

The weak points of the handi-

Defects in the Handicrafls :
There
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ude of Government ape Pictures of
bidriware, on the two-paise posta] Stamp, ‘handicrafes on the
30 paise stamp and the ‘charkha’

on the 2.annas stamp. QOuy
exports of handicrafs products wer

€ worth Rs. 4p crores in
April 1967 1o February 1968,

Questions for Revision
Describe the features of the Indian €COnOmy as found in the begin-
ning of British rule,

i

2. “Ag early as the
in South Indiy w
3. Ouiline ¢

begimling of the 19th century,

economic conditions
€t very similar to those in the

North.” Discuss,

he village community in India in Pre-British
its merits and why did it decay?
of the decline of In
of this decline on t

days. What were

dia’s rura] handicrafts ang

he handicrafts and on the
artisans,
3. Describe the old urban handicrafts of Indi, and the changes they
Passed through a5 5 result of contact with the West,
E. “India’s urban handicrafts differed from the rural in all respects and
the basis of this difference was the hature of their markets” Discuss.
L3 Analyse the causes of de ia’

Chapter I1

. URAL.
g a AND AGRICULT
AGRICULTURE |
HISTORY OF s

Section 1. History o:fd Agl'l‘;‘;lt;‘;ethe old Indiam
5 i survey :
e hav? e tﬁ;i:gie? iie;m;f)sition to stud‘}*lthe chmgg:i
econ_om“}'- s are,r went throuch, under the British, Tbi?s%
that this Cco_nomi , transport and trade, tHikencs an; i
S md“*‘“‘?’ begin with agriculture, as it has fge itis?;
e e “etantc occupation in India. Under 1rtab§""'
far the most Impi}f frer 1860, it underwent several no ﬁn%;
rule, and eg,?e{:lﬂl : aof course, there were a few developmuhi.
changf? v Beiorehzhigntact with the West. For exirélple’(lgtmn
Iesulting tr.om t[ export spread from ab"‘?t -183 'me to be
e jumbeoéxp;rted and some new varieties ca
also began to
grown, 1. Period 1860-1880

70 . American Civil War. The Cozrr?n ?:;:g?;

st 'mtilé West to affect our ec(fnomjf su1 o
e C“’-I_It . tant way, was the American Cl;-ll Whicg
e l'mp}{:rblockadéd the ports of th{-: So'utE_.n;Iand,
e Fl;1he E)?"ztexport raw cotton to Lanca.‘sllnélenldlrl.i’g foncts_\

uld not there - g s efe

Ej?hus ey SUdgenleceiflmal’]liihimGitSmment acted xrlgg;cn(i;jz:
o TETﬂarkabIe . G 01:r1missi0ners for Bomba}.-' dl’ld t e
- 31’90"-’%'36‘1 COt{flonusLed forward roads and Fa]_].“ (gs - to turn
= an- ph:is induced the farmers in In 1;1{ew g
prices soared and t e e 5} o yean
A Th? exp:;p;mts was more than half the ‘.;11 ortance:
= mtlue "Fi;ofl(:;]lzwinq table gives an idea of the 1mp

OTLS. 4
f:f(pthis development.
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$i-
| Thus there was acute distress among fa;mers. Eletugjzc't
. : aw on the
f ! : Exports to the Lakhs of acreg tion regarding debts was made worse by the il
i 1 v e < { > = his gave more power to the
4 Year U.K.—lakhs of under cotton i under the British, This g ; oD g
I i e bales in the C.P, ' removed many checks on the trans i d transfer therefore
; a i tree transfer and absolute ownership. Lan
. | : : large scale.
| II i 3 ; i d s 4 aroe
I f 1839 I 2.7 5.1 il i | : occurye
II.. : 1861 f 1.9 9.9 il 3.8 II. Period 1880-1895 3
| J o ; | - : . t the
i ] IJ 'l. Good Years. Exports and internal irade gww{(;llo]il:ad 72
| b i : : oY % . bz 5 e
1864 | 115 14 |' 6.9 wheel turned again and the adverse 1870s w

rears for a decade and a half. During thif' periofi};-thi:\z
e th in the export of raw matenal_s. This v i
L. h'lgff ig—m}:r two factors. Railways were built and gOU
e 5 between 1850 and 1870; th;_e Suez anai waé‘:
e cOFStIUSCGtg The effects of these developments in “:ms_
= ened' - fl HJ. manifested now. The othfer factor w’a]s ;336
e '_weITf . 'Yes and the resulting prosperity. Interna tr‘ble
o i?fﬁiﬁlzméuce also rose rapidly. This mii‘iiepgis;ivth
g . i 1 L regions. .
0f interns: <

World Markey - But the rea] importance g
TEnRt was, that the farmer realizeq that his cconomy was pare
of the world economy. This tesulted from the UeW (ransport—
steamers, durable roads and railways. Non-local peeds now
determined the prices which the farmer received. The economic
isclztion of India’s villages was brokep forever. This in turn Jed
o the tommercialization of agriculture and Iocalization of rops.

f this develop-

B. 1870.50. Many Advers, Factors : By In the 1870s
| the farmers lost a good deal of the 2ains of the 1860s; at the
.' end they were left very Poor.  This was due to several factors, e of

‘When the price of cotton fell after the Civil War, frade was i prosperity : Let us now aI_JDIY £l Lk

-dislocated, particularly ip Bombay ang Madras. The farmers i i o sperity to India in this period. The aica o

bad spent the income from cotton thoughtlessly ang had raised Szocumal ijp d; because of irrigation and cultivation Iso

thetr standard of living. The rise in prices had also enhanced e read of irrisation—and of transport—als
“their credit and this, in turn, increased theiy debts. | Py b e

; : - pecially of jute
During oportion of industrial crops, especially .
the Prosperity, again, €ame a revision in land revenue which increased the prop Localization, too,

' - d sugarcane.
: : n, oilseeds an & d earden
Was, therefore, increased a grear deq and became 5 heavy = of cotten in Berar and of sugarcane and g
‘burden, This further forced the Peasants to borrow largely, 5 extended, e.g.

particularly those of cash crops.

crops in the irrigated Deccan.

There was also general depression, especially in agricul-’

ture, all over the world. In India, in addition, there were g e o 189.5-19.1 : Another turn of the
Feveral famines during the period. Then, again, with 1875 A. 1895-1900. Two severe famg"?e‘zi' e ;rosperit)’- There
CAMe a peyw policy of military expeditions, which resulted in vheel-was due after such a long pe‘no hese five years. The
FICTe taxation. To make matters worse, the vast public workg - _“ ‘o countrywide famines during t Lainics. o hcroiliti
2f the 1860s weye completed; there was, therefore, gq much lesg ' Wﬂe . d in 1896-97 and was a great calam

Cmplovment ang income now, first occurre :

5




24 Ecomomiqg History of Indig under the Britishh
came in 1899-1900, during which the distress was Very acute
and mortality among cattle very high,

Otage of area under food:
CIOps remained at about 8897, keeping pace with the growth
in population, Among the industria] Crops,
were the most important, the
There were hardly any fooq ex

€xported large amounts of rice

oil seeds and cotton:
former largely an EXPOrt crop..
ports from India proper, Burma.

.

Period 1860-1914

Changes in Agriculture, 1860-1914 . Their causes: The
beginning of the First World War Wwas a landmark in the eco-
nomic history of India, as indeed of any other country, TLer
us, therefore, pause here and note briefly

changed and thejr Importance began diminishing, (We will
discuss these changes at length in Chapter II1)  The new

also brought about another beneficial change, commercialization,

of agriculture. This, too, is dealt with in the next chapter.

Unfavourable changes : Among the unfavourable develop--
ments, there was first 5 huge growth in agricultural debts. That
Problem (studied in defai] in Chapter IV) gave rise to another
one, the transfer of langd to moneylenders on a large scale. The-
Jast evil that emerged during these five or six decades was the
increasing sub-division of holdings and their fragmentation,
These adverse developments were the result, mainly, of decay

. = 25
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ion and lack of enough in-
. haﬂdicraﬂs{) gr(;‘lﬁ:zﬂ?fit.po 11}521?362, famines and otherln.aturalf_
e - usual share in depressing the posnu?-r‘l. (? .
s thelcli d a study of India’s agricultuval hm.my.
i - e;ial role of the monsoon, whif:h gover.nefi_
S th;: :;: farmer’s prosperity and adversity. 'Thls 115:
i rhyit: n&l: next chapter with the help of a table on ‘norma
;::r‘: rtmcl famine years.
IV. Period 1914-1929 g
CeS : sume now the history of agricu
_F ?'zci;;e ﬁlffge:: sy;:ﬁ beginning with 191,4, the}’ﬁ? was; ,(:::
o in agriculture, but the farmer’s position b
- l::ln ups and downs. There was one fall— 11 i ;
thl”ough_ nOt?S ;:9 afld in 1920 the monsoon was pc:er in mdl’lﬁi-\
e A' ntry. But the important changef. in the p‘ea
P&Its’ - L(ll-l'i'(fo‘]came- about through price fluctuations. Du;g;i
Sams"\;:rnarll(;. ?he post-War bhoom all prices inc;teas:Id,plI)ilil;St o
the Vvar. _ S
- manufacmrfe : roiii?ffél. mTOIIi: t:::: \ji:l equalised by ablout
e ther';ore, rices collapsed during the Great Depressmnii_
1926&'&?11;:;: (;}lztz'een the two sets of prices reagpez;r;dl,u?egrrly
. ativ d farmers were in
culture became unremunerative an
= pos'lmn- ‘ops : Foodgrains retained thevir domilrlxant.
5 njmzi:lii)oli?t 9(}1;?0 of the cultivated area. Next to them,
posi 101, i y

argest, The former
nder oil seeds and cotton were the 1:11'.51‘35_ their export
u : £

- largely exported, but there was much fa ‘1 ‘i:‘ar conditions.
“’er‘? the‘ riod, due to the wartime and post- War level,
during Peomy in 1922-23 did they reach the pre- bt s
in Furope. i ; ras no SEcli
1 1mthepn their position in the world market “rzrlxsoet imp;rtant

even T Cotton was our B i
s before the War. . us of high:
SecdiE R ; the area under it grew under the impet :

mon€y rop;

CES. ;
price V. Period 1929-1939

a p entﬁ h
7 j)e TESS llel Were two ey W [{‘l]

{ a”el le(! 1 economi 15t0TY 11 this ll{i £ (;lea/t
oS , perl s th
:
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Depression and Provincial Autonomy

E ; :
agricultural priceg absolutely—and also
There was thus a

the absolute fall,

-Vin(:(‘?s fell to Jess than half between
relative fal] js shown in the following table -

Z ’E . . . .
\ conomic History of Indig under the Britisp

The Depression lowered
relatively to other Pricss,
farmer’s income, which
-agricultural goods. As regards

: Year E i |
: Xport prices |  Import prices
SeiRe e e i ;
e
1927 g3 f T
100
“ . [ 100
1931-.39 N 59 |
/ } 72
193834 I
|.!I 535 ’ 635
1936—37 | 57 f
] I 62
The exports were largely agricultura]

_ 1 and the imports were
1927.28, and the lar eBOIh 2 e falling aftey
B i n 8BSt gap between them sya in 1931-32
atter 1933.34 buzoitmc‘)ved nearer. Export prices began rising:
started increl;s!_n jjt-as only after 1936.37 ¢hat import prices
period. Whil ¢ = ¢ aren suifered VETY severely i i

11le their money incomes fell, many of s

burdens rema; e
named fixed y i
< » e.g. debt angd interest, |

interest,

chiefly manufactures,

their money
and revenue

€8s gO]d’ as if W
= ras £
Was exported, called, of which a huge amount

; VI Period 1989.1947
Way, Non-food crops :

food ve

g TSUs non-
: latter first. The demand for these
> €.8. the exports of jute, cotton and
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.groundnut fell to half or less in three or four years. But the
farmers increased the cultivation of these crops in the hope of
higher prices. The result was large surpluses.

Food crops: Food crops showed the opposite trend.
Demand increased substantially due to several factors. Lack
of shipping made imports of wheat difficult; so India had to
supply large quantities to Western Asia. There were new
Tecruits to the army and to war industries, so that consumption
increased. Then there were the needs of the military, of a
large foreign army in India and of a million evacuees and war
priscners. On the side of supply, imports of rice from Burma
stopped in 1942, Transport bottlenecks made the position worse,
wiiich led to hoarding by producers, traders and consumers.
This made the situation still worse. The result of these changes
in demand and supply was a serious shortage of foodgrains
and a rise in their prices, both absolutely and relatively; so
government regulation had to be introduced.

Crop paitern: Another result was a large shift from non-
food to food crops. In 1944 the area under foodgraing was
79, more than in 1935-38, and their production was 99 mor=.
The wheat ayea remained steady, but the areas under rice and
ithe cheaper cereals rose by 149, and 189, respectively. On
the other hand, acreage under cotton fell by 409, and that
under jute by 28¢.

Prices: During the Second World War, unlike the First,
agricultural prices increased more than those of manufactures:
the former from 100 to 270, and the latter from 100 to 240.
But after the War agricultural prices rose less than those of
manufactures. During the War, thus, rural incomes grew rela-
tively more, but the benefits were not evenly spread. The bulk
of the gain went to large landholders—who had a substantial
surplus to sell—and to traders. The rise in prices reduced
the real burden of rural debts, but in this alse bigger land-
owners gained more than the others. There was also an in-
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®

crease in the repayin, i
i & capacity of mem .
societies, : embers of co-operative credit

Sutnming wp . Division into Periods T

3 : ; : We may ;
b;i,i:h;; ;T::efi ii?c_ount_. Let us, for that Purpose, briﬁ; c::t ‘;‘;:
o 15 l'smn (of thf& vears 1860-1947) into periods. Be-
i 1'1; I_Illes determined very largely the COnditién of
of'famines,- - te Sz;z.; : :SSStﬁ-SE;}CtI‘ledrefc;re, stand out as free

: € periods 1860-80 , =
éﬁi?(lie(tjhii;imlldd-}e years. These two periads, in t:i],lgiz IS?II;
iy 31 Yﬁln acc(}:rdan_ce’ with the advent or absence of.
. -the We TSt penodi 1t 1s the second half thét is famine
s ﬁrs,t ne ;}rst ;’ecade since 1860. In the other period, it 1s
Eobe aw SEE ; that saw two severe famines. But fa;nines‘
e aVOC_ after 1?14: and Particularly after 1921
. :;)unr_rymde famines. So the basis of division
o ) dSCf changes; but this new basis applies 1o ﬂ,.
The Firs; ‘-'\-"(arlld lrideed €conomic) history of EVEry countr .
World War L ' War, t_hf? Great Depression and the Se =
are very obvious landmarks, : : Sunes

Section II. Agricultural Policy of Government

In a predominantly agricultura]
I(l?.ove;nment’s agricultural policy has a Exl'lilt(aid l;f::irdl e
tigﬂcfgct;i:f;ed znd organif:e_d effort was made in Itjh?g 'di?el:f
i under the British. We may contrast this with.
¥ Development Programme of today o

I Period 1860-1880

Limit ) ]
45 mad:dwz:ciolfgffcé;v; r:icaf;(m: TDown to 1866, the only
s ¢ I gardens for i i

i);?gtsca(i;)lz v;:;et;es) lJ:ke ea, potato and gisgézéll‘;iinn‘i“’.'
o ;g;}senal Department of Agriculture, bug :
b , on the gmt_md that the Provincia] Govi
S -thcolc;per;}te-at a time when there Was no trans.

o ey e rov:nceS: In the same decade, experi
Vere started to experiment on new method’s ettr:}e;ilnc;e? .
. and to
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popularize better implements and methods.

o

29

But they fa:ied

because of inexperience of farm managers and their ignorance

of Tudian conditions and methods. In fact, the peasant had

a gaod knowledge of agricultural technmique; what he lacked
was irrigation and credit. The Famine Commission of 1880
recommended that Government should immediately start Agri-
culiural Departments and begin collecting agricultural statistics.

Nothing was done.
1I. Period 1880-1895

The same tale : In this period alse there is a similar tale
-of ineffective and very limited action—and of inactien.

Takavi loans : Acts passed in 1883 and 1884 re-introduced
a very old method of encouraging agricultural improvements,
This was the takavi loans (also known as tagai or tagavi),
small loans to farmers, who repaid them in instalments. These
too, had only limited success as their administration was faulty.
They depended upon one person, the Collector, and In many
cases the peasant did not even know about them. They were
not given in time and the period of the loan was not sufiiciently
long. Lastly, there was rigidity in collection of interest and
principal. The result of all these faults in its administration
was that only Rs. 6 crores were lent by 1900

In 1889 Dr. Voelcker was appointed to suggest agricultural

improvements. He toured the country and submitted a valu-

able report in 1898. No action was taken on it up to 1900.

III. Period 18951914

Several beginnings: New type of action was initiated in

several directions in this period.

An Inspector-General of Agriculture was appointed in
1801, ‘The Agricultural Research Institute and a few Provincial
Agricultural Colleges and Schools were opened. More money
was spent on Agricultural Departments, vet the staff and ex-
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benditure were very small.  They
substantia] results.

Crops: To improve the quality of cotton,
were' started fop selective breading ang for distrj
better seeds,

Research Was conducted op suitable Ig
different varieties of wheat;

sroundnuts were introduced.
Proved implements
and smal] water
started in 1904 an,
lopment js. describ

bating the

and new varieties of r
In severa] parts of Ip
roduced, e.g. lisht iron
Co-operative credit socier;
dit societies from
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IV, Periog 19141929

The pace of agri

€S5¢s were wheat,

2tane. This was the Mmain
: wledge of these Varieties,
M pure, special seed f.

4Ims were started. Arran-
also made for broducing apq distributing the

V. Period 192939
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1s suffereq very
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TRCES.
= Governments : By contrast,. the P;:, ::f;;
S sures which may be clasmﬁed. as DC? -
mdcrtOOk‘ e mefEl rmer gave relief to farmers in re.?pe t e
e Th":dobts In most Provinces, the old 'S}SéemRe_
. eissic.m‘; of land revenue was retained. -
SUSPEHSiOngT“ddz;:‘ r;elie[: was the most important aspec
garding debts,

ies i he
icy 1 : tries during tt
nt's agricultural policy in other coun
. overnme g

. noratorium on

i6i In Tadia - however. fhers was nokr‘done to reduce
Depress ‘f interest or principal: nor was much lending were
payments o Provinces, Acts to regulate m0n93h : 01’( p

some NOTLL S, , finistri O

debts;l . only thought of. Popular Mmls;nles, : to deal with
assed or b A

pc.Lbbe he Depression, passed a number O_ 1ssed in detail in
after the .f the problein. They are disel

many aspects o ¥

Chapter 1V.

> sitivar
s tion : The story with regard ”) ‘?i (lf];{c);;;;
Posatl.vf? — -Dul‘inrr the Depression, vam?d MIMEnts
e S“m%mj.‘ differ;nt. The later Popular (;tf)velnwfﬂes
e s e \]Llnemes when the War ended their actm;her
s e S-L' 10- of,at'rricuiturai produce, In m_osﬁt Oaﬂt
eg. in the I_naﬂ,(?lm?—ﬂv r,;'ru]atﬁ‘d and helped b}"GO\-EI_nII?CT:
e gfeata; do;e in this field than in any Ugllml
Liaaal u?o.’ mo,n;\; accomplished was small. (1 he Pl“i w; :
vet the p051t1v:=;~ v\-c:1 ‘(n Chaptﬂi“ V) Tenancy iegfs}dtl?‘h -iw
sleihe -at ‘- 13}) but the problem of asmrmgrsi\_air £y
also pass@d e fltii,atingﬂc tenant siill re;ﬂa_,ifmd'- (l;ﬁﬁ?:z
aac justlcei E}O :ii.v; up for ;tild}.- in Chapter ¥ At) ?1:; ;1{; DC
laws are also taken v ; tive Movement to fac :
(;ove‘r S .Ifll)_;?epgg‘t?gzmg;‘z.ther countries, I}:iees}v{:')e\:ef
S uﬁ:u‘efef:)re‘, a very hard time: many ;(i)m»
:jsixzdhii’, recoveries fell and overdues rose steeply.

V1. Period 1939-1947

v 'ood problem
1 Problem : During the War a 1flooi pq o
e et i i shortages.
W&'lted with high prices and serlo;liscV e
i e l', had no well-thought-out policy, :
Government o
machinery to execute it.




32 '
» : :
conomic History of Indig under the British
= ifi rijj_?, the Fpod Production Conference
_ reasing food production on the usual lines, Th
; us was

Starbed the Brow 10 p
¥ more f Od b 1 (}C('mIEd Lhe
: = : O campa g'n.. FI hﬁ'i'!

proposed a plan

‘quality of foodgrains: high
sures for increasing yields.
left to Provinces,

Dricrity was to he given to mea-
But the tmplementation was still

Meanwhi or .
o The‘:élI‘I:éré}lsl.cespcgntmucd to rise and that led to con-
o On:x ,rm.: Control Conferences hy September
Foul s to e D;ogaxedl,he scher‘ne for centralised purchase,
o wa; ;ﬂ:iure‘ from_ villages for the urban popu-
Government pro ='§id0nlng-for 1t at one 1b. per day per head
o p@opi. uI._ ‘f:ertam ar.zicles at fixed prices to 39.?;
B n0n~pr0.du(:él wtl)lages ration-cards were given to 74.5
food to them. Sever;i, prl;tblglere Fras ne obligation to supply
kept prices in check and distriEI:;Ste?i fg?(];m} e b"l,t controls
problem, however, was e of : more fairly. ¥
vields. :

: “he basic
more production through higher

Since 1947 : T}
: 1hat problem remain
’ ] emained unsolved
e o ; ved after fifte
?96T - Z:Gngmm planning. But there has been 2 fine record f:
05, than inly 1 ; 5
e s mainly 1o the new hybrid seeds and to fertilizers
assared credit and the strategy of concentration on areas wnl-;
ssured wat 2 |
India hc:fr L e s et development of rural
3 'CVET, a wvast ‘"
ot Bas bo boh Pflﬂgl‘amksme of Community Develop-
- At see to i <
e : promote agriculture, in-
i iraﬂSPOTt, to build up rural agencies for develop-
also community assets:
=l $; and to secu i
e e A ré co-operatio:
tl,)ett pation and even initiative from villagers in thie'r ow'nm
erment. y :
nt. The progress under the Plans is given in Table 19
i -

T

e
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Summing up: To sum up, right up to the end of the
19th century, the story is one of very limited and ineffective
action—and even of inaction. Two great famines in 1896-
1900 roused the Government from its deep slumber, but only
#or a little while; Under the Montford Reforms of 1919, agri-
culture became a Provincial, transferred subject under Minis-
ters, but they were not given the funds required to introduce
- dynamic policy. In this situation, even the Royal Commis-
sion on Agriculture (1926) did not make much impact om
the agricultﬁra,l scene: land revenue and tenancy were ex-
cluded from the scope of the Commission’s survey. The
Great Depression brought about a striking change in Gov-
ernment policy in all major countries; but in India Pro-
~incial Governments did little, and the Central Government
.still less. Indeed the latter made matters worse through

contraction of currency, which lowered prices further; the aim-
-was to maintain the ratic of 1 sh. 6 d. This matter is dis-
«cussed at length in the chapter on Currency.

Questions for Revision

 What were the major changes in Indian agriculture between 1860 and

1.
1914> How were théy caused and what were their effects?

‘2. Compare the effects of the Second World War on India’s agriculture
with those of the First World War. :

3. Describe the part played by Government in agricultural improvement

in India under the British,
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majority of them died, as transport had not yet reached the
interior. Vast masses of people moved about in search of feod.
fodder and work. Other famines followed in quick succession.

1873-74. In this year Bengal and Bihar were hit. Here
modern methods of famine relief were first tried on a large
scale. Remarding foodgrains, their export from that region was
prohibited and there were official imports. To be able to buw
this food, people were given jobs at famine works and there-
were no starvation deaths.

1876-78. The series of famines in these years covered
almost the whole of India. In spite of largescale relief works,
masses of people migrated in search, not of food, but of fod-
der. Government opened the reserved forests to public oTazing.
vet a very large number of cattle died. But food .was very-
quickly distributed through the railways. “This was the most
terrible and widespread famine since the beginning of Britisis
rule. The famines in this decade had very serious effects.

(II) 1880-95. This period was, generally speaking, free
from famines.

(I11) 1895-1914. 1895-1900: Two severe famines : The
famine of 189697 affected almost the whole country. But
famine relief now was much bétter; the recommendations of
the Famine Commission of 1880 were working very well. Scom
after, in 1899-1900, came another famine over a large part of
India. It was not so widespread, but certainly very severe.
The distress was very acute and a great many cattle died. Gov-
ernment, therefore, took special measures regarding fodder:
they threw open some forests and grass from forests was cut
down and sold. Both these famines were very great calamities.
The next decade and a half saw mild seasons, but in 1907-08.
the monsoon failed (except in South India).

(IV) 1914-29. Famines in 1918-21: There was good
average rainfall during the War years. But the next two years:
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(a set of rules), which is the basis of the system of famine
relief in India; so let us look at the main features of the

Code. To deal with the problem of unemployment, relief

Australia, Provincial (;Zo:;ere brought in, as also wheat G ‘works were to be opened for the able-bodied; the rest were’
tributed and surpluses were proportio ik to get free relief. As regards supplying food to both the groups,
§ rigid internal contro] was i e ‘there was to be no interference with private agency for food

supply, as far as possible. This would deal with the distribu-
tion of food; to increase its production, a programme for irri-
gation was given (which was completed by 1895). In the
meantime, landowners should get relief through suspension of
land revenue. They should also be offered loans for resuming
farm work.
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1898 : This Commission was the result of the famine of
1896-97. Its recommendations were similar to those of the pre-
vious Commission. It also gave a programme of irrigation
works, but the one followed was that of the Irrigation Com-
smission of 1901-03,

1901 : But soon enough came the great famine of 1899
1900, which led to the appointment of still another Commis-
sion. Its principal recommendations were as follows. “Rru-
‘dent boldness” should be the motto, ie. relief should be nei-
“ther wasteful nor too small. There were special recommenda-
-tions about fodder famine, which was a striking feature of
‘the last famine. Lastly, there should be prompiness in suspend-
4ng land revenue and in giving takavi loans, which should
-also be liberal. -

Relief Measures: Famine relief was one of the finest
things evolved by the British in India through long experience,
sthe system was perfected with thoroughness. Here the Govern-
ment attitude was vastly different from its general ecqnomic
policy relating to agriculture or industry, railways or currency.
Famines brought acute distress to millions of the poorest and
-were literally a matter of life or death to huge numbers. Even
the sentiment of ordinary human sympathy would, therefore,
induce action; and the British rulers of India rose to the occa-
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gation. Some old irrigation works were repaired and new ones.
undertaken. The details of these are described i the next
section. Here we may note that some of these works were
‘protective’; i.e. their aim was to protect farmers against failure
of rains, they were not intended to vield profit. A Famine-

Insurance and Relief Fund was started in 1876, from which:

such works were built. At the end of 1939-40 the Fund had

about Rs. 300 crores.

Indirect Measures: These aimed at improving the con--
dition of farmers, so that they could face famines better.
Among these there were, firstly, general measures : Government:
collected and published data about people’s condition in vari-
ous districts and also changes in it. There were surveys about
geology, minerals, trade etc. Then there were measures for
agricultural improvement, which we have studied under “Agri-
cultural Policy” in Chapter II. But land revenue remained too
high, except in Bengal where the Permanent Settlement was-
introduced in 1793. (We will study land revenue in Chapter-

V).

1

Section II. Irrigation

As we saw above, the best way to prevent famines from
occurring is through irrigation. From a more positive point of
view, the greatest factor in improving yields is adequate and
timely water supply. Agriculture in India is a gamble in the
rains: it depends largely on the monsoon, which lasts only
about three months in  the major part of the country. So
there is a great need for irrigation. This may best be des-"
cribed through the advantages of irrigation. :

Its benefits. Negative, relating to famines: Irrigation:
prevents famines and removes the fear of famines and aboli--
shes, therefore, the evil effects of both;.we have already discuss-
ed these while studying famines. In addition it cuts down
the cost of famine relief and reduces the need for suspending
and remitting land revenue. As the Irrigation Commission of
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water spells life for men and cattle, crops and trees; its absence

spells death.

History oF IRRIGATION

Under the Company. Many works built by Muslim rulers
fell into decay in the 18th century. So the East India Company
restored old works on the Jumna, the Kavery and the Kole-
roon; and built new ones on the Ganga and the Godavari. The
works in the North were generally canals and those in the

south were anicuts (ie. dams).

Under the Crown (I) 1860-80: The work was carried on
‘with even more vigour in these two decades. As private com-
panies had failed badly, the works were built by Government.
‘The most important works undertaken in this period were
canals in Bengal, Agra, the Punjab and the Bombay Decean.
After 1866 Government took up a big scheme of five “loan
‘works”. But there was no rapid progress during the period:
there was no definite policy and so money was wasted. At
the end of the period the irrigated area in British India was

‘29 million acres.

(IIy 1880-1900: Famine Commission’s Programme, 1880.
Canal Colonies: In 1880, however, the Famine Commission
gave a definite programme, which was carried out by 1895
mainly in the Punjab and the U.P. In the meantime, the
famine of 1877-78 had also led to the creation of the Famine
Relief and Insurance Fund, Out of this fund many protective
“‘works—canals, and railways also—were constructed after 1880.
Another notable development in the period was the Canal
‘Colonies in the Punjab, From 1892 onwards they brought
under cultivation much unpopulated, waste land. They were a
gocd investment and brought great relief from the pressure

-of population in that region.

(11D 1900-1914 : Irrigation Commission, 1901-03: The
mext programme was given by the Irrigation Commission of
1901-03. It also recommended protective works, for regions
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to tenants against higher rents. Field embankments retain ‘
moisture in the field and prevent erosion. Tanks are found |
particularly in South India; there were many of them in pre-
British days, some very large. The peasants knew well the
uses of all these works; what they lacked was loans of money,
with which to undertake them. Yet private works covered
58, of the irrigated area in 1903, the rest (of course) were
Government works. Up to 1900, Government spent only £25
million on irrigation, compared to £225 million on railways.

(IV) 1914-29: Much Progress: To resume the history of
irrigation, there was much increase in the area irrigated in
1914-29. One reason for it was that Irrigation became a Pro-
vincial transferred subject, under the Montford Reforms in.,
1919. A Central Board of Irrigation was also set up in 1926
to report on irrigation schemes. Henceforth the works,
whether major or minor, were to be classified only into pro-

ductive and unproductive ones.

Important works taken up in this period included somd
large productive works. The very large “Triple Canals” Pro-
ject in the Punjab on three rivers was completed in 1917.
Other big works spilled over into the next period. The main
part of the Sukkur Barrage in Sind, “the greatest irrigation
work undertaken” till then, was opened in 193%2. So also was
the Sutlej Valley Project. Then there was the Kavery Reser-
© voir Scheme. ‘Unproductive’ works of this period included the
Godavari Canals, 1919, .Bhandardara and Bhatgar dams in
Maharashtra and the Sarda Canals System in the U.P., 1928

In the 20th century, large works only were mostly takel_:l
up. Moreover, 929, of the irrigated area was in five regions;
the Punjab had by far the most of it. The next was Burma,
which is no longer a part of India since 1935. Sind and the
U. P. came next and then Madras. For the larger part of the

however, minor works are more important, as the

country,
But the

canal system requires certain favourable conditions.

e ————
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area under wells did not increase after 1902. 03, in spite of Irn-
gation becoming a Provincial transferred subject.

The Position in 193940, in million acres

Total cultivated area ; 244

Irrigated area s 55

- by Government canals : 25

; ™ by private canals : 4

& o by tanks 2 6
{ - by wells : 13.5
o by other works 4 6.5

Summing up: The pathetic dependence on rains was
harmful to both man and cattle. This dependence can be re-
moved by irrigation, which also confers positive benefits on
all concerned. But it was only after the series of famines in
the 1870s that Government adopted a definite programme. Yet
the emphasis was still on productive works. Protective works
received more attention under the recommendations of the
Irrigation Commission of 1901-03, after two severe famines in
four years—calamitics have their usés. Yet the irrigated area
increased by only about 69, in the next ten vears. There
was more progress after 1919, when Irrigation became a Pro-
vinecial transferred subject; but the growth in irrieated area

~was only about 179, in the quarter century from 191314 to

1939-40. Thus the rate of growth increased from about 0.69,
per year on an average to about 0.7¢,. And the emphasis on
large works continued, the area under wells grew little. All
irrigation projects were controlled by the Government of India
and had to be approved by the Secretary of State. The total
irrigated area was about 22¢7 of the cultivated area in 1939-
40; but under the Partition the great irrigation works of Vs’est
Punjab and Sind went to Pakistan.

Since Independence: Many large multi-purpose works have
been launched; but several problems of irrigation remain to
be solved. There has not, therefore, been a corresponding in-
crease in agricultural production. However, during the three

5
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five-year plans, irrigation potential has been doubled; and‘ir.s
utilization increased from less than 509, at the end qf th? First.
Plan to about 809, at the end of the Third. The details are
given in Table 20 and the Note on “Irrigation under the
Plans”.

Section IIL. Commercialization of Agriculture 5

Irrigation, as we saw, is the most important mEIhOd.Of
dealing with the problem of famines; it was also 2 Ieadm.g;
factor in the commercialization of agriculture. But what is
this commercialization?

Meaning /It means treating agriculture as a business—to
get the maximum income out of it. So it led to cultivation
for the market, not for sell-consumption. More profitable crogs .
or commercial crops came, therefore, to be grown PIogressi-
vely. They were called commercial crops, because they were
meant for sale; and for the same reason, they were Ilmown .as
cash crops or money crops also. As most of them are industrial
raw materials, they are also classified as industrial or non-food.

€rops.

After 1850, several factors combined to bring about ;"“‘;‘
mercialization of agriculture in India; thus the basis f’n wha
agriculture was conducted was slowly changed. Whas were
these: factors?

Causes : Transport, Drrigation etc.: The new transport
helped the farmer to sell cash crops in the national and in-
ternational markets and to buy food from them. He had,
therefore, no need now to grow all the agricgltural Pmduﬂs.
which he required. Irrigation was also spreading and to pay
the water rate and the extra land revenue (or rent), more
profitable crops had to be grown—and intensive cultivation to
be undertaken. Transport and irrigation, combined with betteg
famine relief, reduced the fear of famines. The farmers di
not, therefore, stick to food crops only. They could alsougmw
superior cereals rather than inferior, hardy ones like muillets
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quickly to the ports. Cash payments were also introduced

:about this time for land revenue and rent; so the farmer need-

ed cash, which he obtained through the sale of commercial
Crops.

History, 1860-80 - Formerly the market for agricultural
products was local; after 1850, it became national and inter
national. This was largely the result of better roads, railways
and steamships. Transport became quicker, cheaper and safer,
so cheap and bulky goods also entered international trade,
India began to €xport oilseeds and raw cotton, tea and coffee.
"This happened strikingly for the first time during the American
Civil War (1861-65), when there was 2 great increase in the
‘demand and prices, production and export of raw cotton from

India. The Suez Canal, opened in 1869, brought the West
much nearer to India.

- In 1880-95, there was a great growth in the export of raw
Tmaterials and a rapid increase In internal trade also, These
developments'helped to bring about a better Crop specializa-
tion among different regions. In the next twenty vears, com-
‘mercialization occurred on a large scale ‘in those areas in
which crops were grown for export.

What is the role of this development in the history of
India’s agriculture? What is its importance? How, for example,

did it affect farmers and farming? In a word, what were its
effects?

EFrrcTs or CDMMERCIALIZATION

Cash Crops. Localization : As we saw earlier, "the area
under industrial crops increased, but that under food crops
did not fall very much; in 1949-50, for example, the latter
was 82 per cent of the cultivated land. With the increased
growing of cash crops, different regions began to specialise
in crops best suited to them. eg, in cotton by Berar and
Khandesh (in Maharashtra), in Sugar-cane and garden crops

s 5 '_'.,'249
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important result of commercialization and localization w;-)as
l i ; he world became
; /i i-sufficiency. In fact ] t
breakdown of village sel 3 1 e ;
| arkets in agri:

k ; o longer only local m
one market, there were n : A, s
;, for instance, India imp

.cultural products. Today, . .e;’g
amounts of American wheat.  Thus both internal and foreign

%

trade increased.

Su.mfﬁi-ng up. Thué' :;ommercializaaion’ bcn]eﬁ:ei ‘gllee
farmers in a number of ways; the prf)-:ia’ss;n zjlsnili é)ethe ;0 -
O ailway rates for raw materiais o - :
_f';;:u{;zljirr portgon was exporte(.l, but ﬂ?at‘ .rESUI(t}f;(iegl ;hr;:
" farmers’ dependence on worl‘d prices. Thrl,s M ?he.. _Case OI_E
during and after the Amerl‘c‘_m Civil ‘i-\-.dr .i.l-lk-n - .during
«cotton: and for all COmde__ltlt‘ES .al’l(:l most st:1 1ve;g:e; : 510.;\,'
the Great Depression. Commercialization was, how :

: v land was
process and in 1949-50 about 829, of the cultivated la

under food crops. But urbanisation has been mcreasmlg da:nd
so there is a progressive growth of the food market for Indian
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Chapter IV

cultivation; in particyl
AGRICULTURAL CREDIT

. Q“esgmm @ . y DEeBTs, CO-OPERATIVES AND LAND MORTGAGE BANKS

i 1. “After 1850,
{ completely,”

We saw that the two great needs of the farmer are irriga
tion and credit. Having studied irrigation, we now turn te
credit. In the absence of suitable credit agencies, the peasants.
sank deep in debt; let us take up that problem first.

the : : i
jsc:iaun;c and importance of famines in Tpg;
Discuss. W e .
5. What were the factors that brought th
Ly,

a changed:

e is changes-
I.Fh(,.mcasures for Preventing and y
the finest things done by
frue?  Outline 1he famine
British rule,

! 3 - “‘Ihat
are th Sd"&l’ltl I‘g 1 and 03161y
! - : 4gCs, n ative P iti

1ry Igaﬂ()]'l WOl’kS .ill India‘ r . &

£ ‘d.eahrfg with famines Were among
t ; British in Ingdiq» How far i this
relie s ]
elief measures evolved in India during-

Section I Agricultural Indebtedness

. Agricultural debts constitute a most serious problem in-
India; it has been called the greatest curse of the Indian
peasant. It is certainly one of the severest handicaps of Indian
agriculture. Dozens of measures were, therefore, passed to-
tackle this problem, particularly by popular Governments
under provincial autonomy in 1937-39. In 1987, such debis.
were estimated at Rs, 1,800 crores.

Tesulting  from,

1860 ang 1529,

5. ..Dlscuss the forges that broy
In Indi g i : ‘
8. What were 1ts effects? e

Now there is nothing wrong in getting into debt as such..
All businessmen borrow, but they can return the loans with
interest; and yet make a profit through the transaction. What-
makes the Indian peasants’ debt such a curse are certain un--

healthy features of the problem.

Unhealthy Features: For one thing, agricultural debts are
universal, found throuchout India: in the Punjab, for example,
r only 179, landowners were free from debt. They are alsos
chronic, a constant feature; thz peasants are “born in debe,
live in debt, die in debt.” What iz worse, there was a core-
tinuous and rapid growth in them. In the Punjab, agaim,
Darling found them to be equal to about three years” net
income from land in the case of landowners. This was be-
cause the debts were largely unproductive, the rates of in-
terest were very high and the peasants were exploited in other

N

[ ways also.
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the rise of towns. British law also gave the peasant the rights
of absolute ownership and free transfer of land.

(IV) The system of money-lending and recovery of debts =
The rates of interest were very high, which the backward
agriculture of India could not bear. They had to be put up,
because there was no Government system of easy credit. There
was no other check on the money-lender either. Formerly the
village community acted as a check on the rate of interest.
Damdupat (double money) was a common practice, limiting
total interest to the amount of the loan. Debts were also kept:
in check by many restrictions on the transfer of land. Under
the British, the judicial system gave the money-lender great
power over the debtor. The civil courts upheld contract rights.
and applied the law rigidly, not going behind the contract.
Moneyv-lenders manipulated accounts and the debtor was cheat-

ed and exploited in several ways.

GOVERNMENT MEASURES

Before the Great Depression: To solve the problem
Government undertook several measures. Those adopted before
the Great Depression may be classified into four groups.

(Iy To avoid unnecessary debts: Debts incurred for wed-
dings and death dinners can be avoided. Education would help
in this matter, but literacy remained very low under the
British. Suspensions and remissions of land revenue also come:

under this heading.

(IIy Improvement of Civil Law: Changes in the Civil
Procedure Code exempted the debtors from arrest and their
cattle and implements from being attached. The debts could:
be repaid in instalments. Under the Usurious Loans Act, 1918,
‘the court can reopen the transaction and reduce the rate of
interest if it is too high. But the Act did not have much
effect, mainly because the initiative was left to the court.

Under the Deccan Agriculturists’ Relief Act, 1879, arrest
or imprisonment for debt was abolished. There was provision
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ed, of various types, but these came largely under Provincial
Autonomy in 1937-39, i.e. when the Depression was OVer.

Short-term Measures. Temporary Relief : Some of these
-were short-term measures which reduced the burden of debt.
Interest dues were scaled down, the general principal being
“damdupat’ (double money) i.e. total interest was not to
exceed the loan. The courts had to re-open the transaction and
reduce excessive rates of interest. The principal was also
reduced. There was provision for conciliation for veluntary
reduction of the sum and, in several Provinces, the amounts
were reduced to half. Compulsion was also used for bringing

down the amounts of loans.

Long-term Measures. Control of money-lending: But even
4f these measures were completely successful, which they cer- -
tainly were not, they would give relief for the time being
only. There would still remain the need, therefore, for per-
manent relief through long-term measures. These related to

the control of money-lending.

Registration and licensing of money-lenders was made
compulsory. They had to maintain accounts and give annual
statements to debtors, as also receipts for all payments made to
them. The debtors were protected against threat and harass-
ment and their property against attachment. Maximum rates
.of interest were fixed, being higher for simple inteiest than

for compound interest, and higher for unsecured loans than -~

for the secured ones.

Remarks : But the Popular Ministries resigned after about

‘two years in office. They could not, therefore, take the necas-

-sary administrative measures fto execute this scheme. The

actual relief obtained by the farmers was, therefore, small.

The money-lenders remained by far the most important
source of credit. To enable them to continue this function,
they should have been paid the reduced amounts in a lump




56 e

-~

sum, through I.and

Mort -
Hhee bon ne o e The
societies should hay
this Opportunity.

- - =

Fro “F
urther, such legislation :

does not Bislation 5 merely a ¢e :
of the fari?e:,o ;ilecar;’st of the disease, whicll?p;:riiye ?;e’ =
ventive. Whae i need(};, 'Lhe‘l-efore, act as 2 permanemverty
agriculture and ¢hjs °C. 1S increase in the productiviy 5
Programme of agricu;teeres 2 comprehensive and jn¢ ¥ Of,.
ural reform. Thjg bt a:;e;%;itzd

ed,.

since Independen
2 ce, through I,
Development Projects “% tand Reforms ong Community-

. differ according to the purpose and
terr.n agencies go in for
. . t tied up ang are not
1 other countries the practice
bulk of credj b
it came from the money-lenders 1-"\"&11‘:11& e
M s. W Ve seen
= i o commr;{:l(igve;nment failed in their aim
e .m_ anks advanced 1 neglioq '
DPeasants. The indigenong banks largely ﬁil:l@bf;"
nced:

: To supply short-
roblem. It 8 to-

Secti
on H. The Co-operative Movement

Aims :
self-he;ms. The CO-Operative moveme
e D and mutua] help, for their o
means. It thuys Secures for the

they would otherwise Jack, Its princim the advantages which

ple is “cach for all, and

Economi ;
omic History of India undey the Britishy

Banks coulg recover-

Agricultural Credit 5T

all for each.” It combines the strong points of capitalistn and™

socialism, because it retains the stimulus of self-interest, but

on a collective basis. It assures to small men the advantages:

of large scale, including services of experts.

But it is a very difficult art, requiring vision and ability’
to deal with people and to organise them into a compact unit..

The need for co-operation in India is great, as she is a
country of small farmers, artisans and shopkeepers. The-
farmer’s poverty was the greatest obstacle to agricultural im-
provement; and the most important cause of his poverty was
agricultural debts. The supply of cheap credit was thus as
necessary for Indian farmers as water for their crops. Yet
no efforts were made to organise rural credit for a century
and a half after British rule began in India.

Its History: Credit Societies, 1904 : At last an Act was
passed in 1904 for starting credit societies an co-operative lines.
A society would have at least ten members and their liability-
was to be unlimited, in the case of rural societies; regarding-
urban societies, they would themselves decide whether it should
be limited or unlimited. The capital would come from en-
trance fees, sale of shares, members’ deposits and loans from-
outside. But only members would get loans from the societies.

The Role of Government: Government had both rights
and duties in relation to the societies. It helped them and
so had control over them. The help was in the form of (i) ex-
emption from certain payments, viz. registration fee, stamp-
duty and income-tax; and free audit by Government; (ii)
loans, without interest, for the first three vears; (iii) prefer-
ence over ordinary creditors. Government control was through
the Registrar, who supervised over, inspected and, if necessary,

dissalved the societies.

By 1912 there were 8,000 societies, with 4 lakh members:
and Rs. 3.5 crores of working capital. In that year another
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the movement. Overdues of agricultural societies, for instance,
fell from Rs, 11 crores to Rs. 4 crores in 1938-46. But the
tendency was reversed from 1947.  Besides, the higher prices
benefited only a small section, the big farmers who had a
surplus to sell. The movement did, however, enter a period
of consolidation, with a new pattern in the form of multi-
purpose socleties.

Failure of the Movement: Yet the movement as a whole
was a failure. For example, the nwmber of agricultural credit
societies was far more than that of all other societies put
together. Besides, in spite of this emphasis on credit, co-ope-
rative credit to farmers was only 2—39 of farm loans. The
congentration on credit is itself a weakness and proof of the
lack of the true co-operative spirit. From the first the move-
ment grew under official patronage, it was not spontaneous.
It was taken as a cheap alternative to the money-lender. The’
-overdues remained large, as also the number of weak societies.
Further, half the working capital of primaries came from Pro-
vincial and Central Co-operative Banks, members” deposits were
-very small. Again, it was widespread in a few Provinces only.
“Thus, whatever the test applied, the movement cannot be call-
-ed a success. Why this failure?

" Causes OF FAILURE

Lack of Education. Poverty : The average farmer did not
-even know how to read and write. This led to many evils:
‘many things were lacking, namely democratic control, ability
to conduct business, punctual repayment. There was less still
-of training in co-operation for the farmer or even for the
-officer. The movement lacked proper leadership. Able young
‘men were pulled away to the city by its attractions and oppor-
tunities. To make matters worse, the vast majority could not
pay even membership fees. It was they who needed credit most,

‘but had no security to offer.

Government Attitude : The movement was started from
the top by a Government which was “out of touch with public
: e
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The banks obtained their capital through long-term deben-
tures (guaranteed by Government) , share capital, deposits and
help from higher bodies, viz. the Central and Provincial Land
Mortgage Banks. Thus, the organizational structure was
similar to that of the co-operatives.

History : The first such bank was started in India in 1920.
In the next 25 years, about a dozen Provinces and Native States
established some 300 primary banks. Madras had the largest
number and Mysore was next, but the other regions together
had less than Madras, and the total membership was only a
lakh or so. Thus the banks did not make much progress.

Their working : Nor was the working of the banks satis-
factory. The loans given were almost entirely for repaying old
debts. This was good by itself, as it gave the benefits of lower
Interest and instalments to the farmer. But the debts taken
over by the banks were much less than one per cent of the
total. The loans for permanent improvements were few, be-
cause farmers were heavily in debt, their holdings were small
and fragmented and the byelaws of the banks were unsuit-
able—e.g. repayment of loans began in a year, but returns on
investment by the farmer did not start for five years. Then
there were the defaults in payment. Indian agriculture was
2 gamble in rains and it could not afford an interest of 6—99,
on unproductive loans, ie. loans for repayment of debts.

Questions for Revision

What were the factors that brought about the heavy agricultural debts
in the 19th century in India? What were the undesirable features of

these debis? .

ok

14

Describe, and comment on, Government measures to tackle the pro-

blem of farmers’ debts in India. :

3. Analyse the credit needs of farmers. How far were they satisfied in
India on proper lines? - 2 .

4. Outline the history of the Co-operative Movement in India before
Independence.

5. “The Co-operative Movement in India before Independence was a

failure.” Discuss, What were the causes of the slow progress of the

movement?
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i Chapter v
OTHER PROBLEMS OF AGRICULTUR’E
MARKETING, LaNnD Revenve, Tenancy, LaBour

Section I. Agricultural Marketing

An'?.ong the other problems of Indian agriculture, that of
marketing agricultural produce is a huge one; one ’estim t
of the value of agricultural production is Rs, l,,?.OO crores ?oe
1929. Yet the organization for its sale was very defective. Tl :

farmers suffered from many handicaps in this: respect, e

DEFECTS 1N MARKETING

Tr.:msport. No Regulated Markets - The mileage of road
and railways, in relation to area and population, was v :
small compared to countries in the West. In partiéula; 11122
was lack of enough good roads from the village to the I;iarketi

£ e : ;
We find similarly insufficient warchouses and absence of

regulated markets. The marketin mone
: ¢ was done thron -
lenders and middlemen, 7 S ?

Exploitation : The former had a hold on the farmers, who

we_re heavily in debt to them. The money-lenders exploited
this hold in various ways. Regarding middlemen, firstly there
were too many of them and they forced the farmers ‘to pay
all sorts of charges. They used a gereat variety of weights and
measures w‘}u'c:h, turther, were manipulated ag:;inst thekfarmers
The bargaining was secret and the middlemen favoured th-a:

buyers. Y. i reighi 1
¥y et at the time of weighing, the price was cut on some
pretext or the other,

: Prices : Even otherwise the price was low, as all the
armers had to sell at the same time, just after harvest, This
was bc.rause they were very poor, without savings, and had to
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pay land revenue and rent at that time. It also resulted
from lack of warehouses. Another reason was farmers’ illite-
racy and their ignorance of market conditions.

Marketing Costs: The price received by the farmer was
low, also due to the costs in connection with marketing. They
were the highest in the world and include costs of transport,
storing, banking and insurance. As a result farmers received
only half the price paid by consumers—or even less.

Government Measures
By the Central Government

Survey. Lines of Action: The first obvious task was to
find out the facts through a survey; so the Government of .
India formed a Central Marketing Staff in 1935; in this it
was followed by Provincial Governments. Under its direction,
surveys were made of the markeung of many important crops
and animal products. They also suggested lines of action, in-
duding legislation, and a model bill for control of markets
was sent to the Provinces.

Improvement of Quality : To improve the quality of the
products, a law was passed in 1937 for grading and marking
them. It defined standards of quality and methods of mark-
ing. This applied to a number of products: in 1941, for in-
stance, the ‘Agmark’ was applied at 760 cenires. As a result,
the prices of standard products were sometimes 5064 higher.

Weights and Measures : The surveys also revealed a great
variety of weights and measures. So Bombay passed an Act
in 1952 to adopt standard weights and measures. Under the
Government of India Act. 1935, such standardization became
a Central responsibility; and a law defining uniform standard
weights was passed in 1939, for the seer, maund etc. Since
Independence, decimal coinage and metric weights and mea-
sures have been introduced, thus facilitating a great deal the
calculations invelved.
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By Provinces

, Regulated Markets: Several Provinces and Native States
-also passed laws, especially after 1936, to establish regulated

markets. In the area notified, nobody could do buying or

selling wf@out a licence. A market committee would carry out
the provisions of the law. The committee’s functions were:
40 make byelaws for regulating business, to inspect weight;
and me.asures, to publish marketing information and to allow no
-deductions from price, except as fixed by law.

T Comments: In most other countries, agricultural market-
ing was greatly helped and regulated by Government. In India
also, more was done in this field than in most of tiie others
Yet the positive work accomplished was comparatively small:
most of the defects in agricultural marketing remained. 'I‘he’
laws were péssed and some Provinces set up an organization
for systematic marketing, but it had not started working till

1939, when the War came and jori
: a large majority of
‘Governments resigned. i by G

the best solution of the problem is co-opsrative
marketing. That was tried with success in onlv ; few
-Cases, .The correct way would be to link markc;tinw and
_process_mg with loans in kind, ie. for the co-operative t?) give
loans in the form of inputs to farmers, against their Crops;
and to store, process and market the produce. Out of the pmi
ceeds from the sales, they would deduct the amount of the
loan an.d interest on it. The loans can be in kind, at least
partly, in the form of (better) seeds, fertilizers, pesticides etc.
Thf: repayment, too, can be in kind—in the form of food-
grains etc—and thus help to solve the food problem.

Since Independence: The policy has been re-oriented under
‘the recoimn_lendations of the Report on Rural Credit (1952)
The majority of the 1800 markets in India are now regul-ated,
_More States have passed Marketing Acts, laboratories for test;
ing r:]i_lality have been increased, the marketing of more com-
modities surveyed, a Forward Markets Commission set up

e
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{Other Problems of Agriculture 65
«(1952), co-operative marketing extended and Warchousing
.Corporations established by the Centre and the States under
‘an Act of 1956. More recently, the Food Corporation of India
has been set up and minimum prices for foodgrains fixed. But
the good crops of 1967-68 have revealed that marketing and
-warchousing facilities are still inadequate. A large extension
of rural roads is also needed, as well as reduction in taxes on
road transport; and the railways must acquire more closed-type

"Wagons.

Section II. Land Revenue
(I) General Introduction

We noted several times earlier how land revenue, under
‘the PBritish, affected our agriculture adversely. In what sense
-was this true? And how did it come about? And were there no :
differences between Province and Provincer Let us ftry to
answer these questions now.

Land Tenures: “Three main forms of land tenure existed
in India under the British: the Zamindari in East India
.generally; the Ryotwari in Bombay and Madras Presidencies
and in Assam; and the Mahalwari mainly in North and Cen-
tral India. Under the last, land was held jointly by village
~so1 Apurol puz AJ[RI9A3S 2IdM SIIGUISTU ISOUYM ST TUNTITIO
ponsible’” for land revenue. It may be called a type of the
‘Zamindari and, together with the latter, accounted for morg
than 609, of the land; the rest was under the Ryotwari. As
we saw in the first chapter, the village communities protected
the peasants against oppression by Zamindar or King before
the British came. But the village communities decayed dur-
ing British rule and custom no longer determined rent or
‘Jand revenue.) Let us study the latter first, we will take up

.question of rent in the next section.

Excessive and Steeply Increasing: ““The land revenue
system in India under the British was one of the principal
causes of the poverty of the farmers. As a result they became

L il s
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very semsitive to famines. The land revenue was too heavy,
=

ﬂ.uctuatmg anc_l uncertain, it was generally raised at each revi-
sion. It was, in the early period of British rule, 809, of the

rental in North India and 909, in Bengal, while the ratio was.

only 520%, in England in the 18th century. An idea of the

% : - o FEal
ieep increase m land revenue by the British is given in the

fellowing table :

Land Revenue—in lakhs of £s,

Province Period of change-
Pre-British Under the e
i British
|
Bengal e |E bl Became nearly 31

times in 30 vears.

Bombay 8

a few vyears, and
was still increasing.

f 15 Nearly doubled in-
|
North India 20 o

99 |Became nearly 1%
‘ Itimes in 11 years.
| 1807-18.

{ i
i

As Col. Briggs put it in 1830, such a land tax, taki
away the whole of the landlord’s rent, was never i:now’n :ing‘
fmy Government in LEurope or Asia (Quoted in Dutt Vc:nler
There were no clear limits fixed by law and the opini,on of' tfz'
fevenue officials was final. V. V. Bhatt sums up the situati 3
thus : before 1850, land taxes formed 60-100c, of t:m::anm
rental; after that, they were about 6007, As a/cfesult theo?:c
mers cou_ld -not‘ save much, their investments fell hea\ji!y‘ everﬂ-
the old-irrigation works fell into decay , .

: ¥: and when famin
occurred they had no savings on which to subsist oy

' Unequal Distribution of Burden : YFurther, the system of
:{m-enuf: assessment suffered from large variations. There was
no uniform basis for it, and its burden differed as between;
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various Provinces and indeed even within the same Province..
In Bengal, for example, in the areas under temporary settle-
ment, the rate was 1509, higher than in the areas under per-
manent settlement. Even within the latter, the maximum rate
was seven times the minimum. Thus there was no single system
of principles of assessment. The result was an arbitrary distri~

. bution of the burden.

Bases of assessment: This, in turn, was partly the effec
of different bases of assessment, which were: net assets (ie:
rent minus cost of collection etc.), net produce (i.e. grosss pro-
duce minus cost of cultivation) and general considerations.
Under the Permanent Settlement in Bengal, for instance, lané
revenue was 906, of the rent. After deduction of expenses,.
therefore, the zamindars were left with only a meagre portioms
of the rent. Among Ryotwari areas, the basis in Madras was
509, of the net produce at the maximum. In Bombav, several
general considerations determined the land tax; rent was adopt--
ed as the basis rather late.

Qther Defects : Again, unlike the earlier Indian rulers, the-
British collected the land revenue with rigour and strictness..
It was a rigid system, its efficiency itself became a curse. The-
Indian rulers took up irrigation works also and maintained and
repaired them. Under the British, on the other hand, many old’
works went out of use for lack of repair.

Having looked at the land revenue systems introduced by
the British in a general way, let us now study the features of
the systems in different Provinces.

(11 Bengal

“The Permanent Settlement, 1793 : After their victory i
the Battle of Plassey in 1757, the British tried several short-

period settlements in Bengal. These had ruinous effects, as.
they increased land revenue by 2509 in 30 vears. Ultimately

Lord Cornwallis, the Governor-General, appointed Sirv Johre
Shore to report on the matter.
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Shore’s minute - Shore recommended that the settlement
‘should be with zamindars, not with ryots. The former were to
be recognised as owners, with rights of inheritance, sale and
mortgage. Regarding the rights of ryots, rents should be re-
gulated by known rates. The revenue was to

be permanently
Bixed, and it was to be 90t of the rental; by improving the
‘estates and by cultivating waste lands, the zamindars would
‘gradually increase the scanty 1097 left to them. Thus it was
o ‘he a Permanent, ‘zamindari settlement and was introduced

30 1793, It was later extended to Banaras, Northern Circars and

parts of Karnatic Permanent ryotwari settlement was intro-
~duced in two districts of Madras,

“THE Case FOR THE PERMANENT SETTLEMENT

. R. C. Dutt calls the Permanent Settlement the one act of
“the British, which most effectively protected the economic wel-
“fare of the people. In what sense is this truep

Prosperity, Agriculture extended : To begin with, he says,
(it ‘permits the people’ to benefit by their industry, rather than
-discourage it by an uncertain and increasing land revenue. [t
‘acts thus as an incentive to agricultural enterprise and results,
therefore, in agricultural prosperity. As a result, agriculture
was largely extended and rents became threefold, So land re-

venue, which was 909 of the rent in 1793, became 28¢;, of the
Yent in 1903,

Protection against Famines - Since 1793 no famines in
‘Bengal caused serious loss of life except, of course, in 1943
“which was 3 rather special case. In other Provinces, land Te-
Venue was excessive and uncertai
agricultural improvement and
‘therefore, lakhs of people died.

1n; so there was no motive tor
no  savings. During famines,

Less Drain. No Re-assessment : The Permanent Settlement
‘Prevenced the British Government from inereasing the econg-
mic drain out of the country. it also removed: the heavy ex.:

02
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z The Drain, Re-assessment : The
iNg an incre - & argument about prevent.
independglcll;cifdil: tthcd ceonomic drain does not applflf;e:]
e Th;‘n the evils of TC-assessments are not at
sion is much more ra ?3@e after a long period; and the revi-
ence and the existe;f and simple, because of long experi-
Protected against in = (-)f land records, Improvements are
@ b crease in IIzmd revenue and rigidity is avoid-
’ and remissions. 43
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be realized: the attempt would spell ruin and disaster. In 1833,
therefore, Lord William Bentinck issued a regulation, which
is the basis of land settlements in North India. The revenue
-was reduced to 679 of the rental and was to be revised every
80 years. This settlement was in charge of R. M. Bird, who
gave much relief to the people, while the amount of the re-

~venue was actually increased.

1844. Thomason’s “Directions” : In 1844 came Thomason’s
“Pirections for Revenue officers” which remained, for many
years, the standard of reference. Under them the settlement was
to be for 20 or 30 years and all the proprietors of a ‘mahak
were severally and jointly responsible for the land revenue.

1855. Further Reduction : Even this land revenue was
found too high and was therefore reduced in 1855 to 509, of
the rental. This was now the recognized principle all over
India and was adopted in Madras and Bombay in 1864. But
the rules were evaded in practice. In North India, for example,
the ‘potential rent’ was taken as the basis. In theory, then, the
revenue was reduced from 839 of the rental in 1822 to 509, in

1855, a very substantial relief.

(IV} Bombay Presidency

Steep Increase from 1818 : The Peshwas’' Kingdom was

‘taken over by the Company in 1817 and, as elsewhere, land
revenue began mounting up. It was £8 lakhs in 1817, 11.5
next vear and 15 in a few more years, i.e. it was nearly doubled.
But the British ended revenue farming and introduced the
Ryotwari settlement. Under it, the peasant proprietor holds
the land directly from Government, there are no intermediaries.
"The village officials’ powers were, however, progressively re-
duced and, as in Madras, the village communities disappeared

1n a few years.
1825. One-third of Gross Produce : In Madras, Munro had

seduced the land revenue to one-third of gross produce and
ithe same standard was adopted in the Deccan in 1825. But



‘and that al

but those

¥2

this high standard ha
the same thing happ
therefore,

d ruined agn‘cul'ture in South
ened in Western India. A neyw effort was,
made by Goldsmid and Wingate in 1835,

Character of the soil: texture, colomuy

vield, or gross produce, ag the basi_s of
the soil in each geld was cla

Depth - They gave up
assessment. Instead ssed according-
i considered the -

first order, for
example, had fine yn;

¥as deep black to dark
brown. The second order soil was also uniform, but coarser

astly, the third order soil was coarser and
in colour. Regarding depth, the officers
argued that in these parts fertility of soil depends o its power
to absorb moisture, and thjs varies chiefly with depth, So depth
‘Was taken as the main basis of estimates. After classifying soils

on the basis of their character and depﬁh: each class w
a value in annas, as shown helow :

and red in colour. L
light brown 1o gray

as given

.Relative value, Soils of the

Clss in annas, Ist order 2nd order f 3rd order
(1 Rupee—

|
16 Annas) Depth in cubits (1 cubit=].5 feet)

1 16 17 > =

Sk 00 1.00 1.25 i

& 6 0.50 0.75 1,00

2 2 - e
Thus,

in class 1, only soils of the Ist. order
so if they were at least 1.75 cubits deep. To go in
s of the Ist order had to be only 1.00 cubit deep,.
of the 2nd. order had to be slightly deeper, as they-
ior in character and colour; and so on.

were placed,
class 4, soil

were infer
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the First World War, for example, the amount of land revenue
did not change much, but agricultural prices rose very steeply,
During the Great Depression, of course, farm prices collapsed,
thus increasing the burden of the land tax very heavily. But
the prices rose sharply again during and after the Second World
‘War, and the burden of the tax diminished correspondingly.
We must remember, however, that it is the larger landowners
who benefit much from the rise in prices, as only they have a
substgntiél surplus to sell.

cost of cul-
2 dry lands
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Since 1930 there has hardly been any major revison in
land revenue assessments. They have been due for revision, but
something or other intervened: first the Great Depression, then
the War, then Partition, Land Reforms and planning. Other
taxes have been rising, as also government expenditure and
J prices. Land revenue, too, must be raised, if the Fourth Plarn
is not to be cut down. The case for such a rise has become
stronger now, with huge Government expenditure on agricul-
ture, rise in farm incomes and the saturation point in other
taxation. But land revenue has actually been abolished in some
regions. There is, however, the mention of the idea te mop up
farm surpluses for investment through saving schemes.
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Section IMI. Growth of Tenancy and Temancy Acts

SumMing Up
While discussing the Permanent Settlement we saw how
‘the first Tenancy Act was passed in Bengal in 1859; and ealier

There is not int i
much point in describj i
ng the history of Jang in the course of our study of agricultural policy, we looked

. e § StEﬂ'] i 1
revenue sy $ in all the regions The irtci
- T Principal ¢ v
ypes have

‘alre

'base?jd);nbf;l; covered. .To SUm up, then, the land tax wa
i bec:‘rent considerations in the various regions, Thes
B G e greater after Independence, when the Native
& ol ;lmh the rest of India. When Lang Reforms
e ced, and Zamindari was abolished,
; : 10 pay as land revenue the
they paid as rent before the Reforms.

the former
Same amounts which

]1‘16‘ Bu?den 0’ La?id Rf’,f}g”uff DUII‘ng the last 80 ?e
x El‘t‘s,

?fh burd
e en of land revenue has$ generally been falling U
i, S P to

e

"briefly at such Acts in both Zamindari and Ryotwari Provinces.
But the problem is sufficiently important to claim a separate
sstudy, as 759 of the land came to be cultivated by tenants.

GROWTH OF TENANCY

The idea behind Ryotwari is to link the cultivator direct-
1y to the State, without any intermediary between the two.
‘Then he would retain all profit from farming and, therefore,
‘have incentive to improve his land and his methods. Yet
serancy developed even in Ryotwari areas and sub-letting spread
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not the same one, for 12 years. It was applied to non-occu-
pancy tenants as well. It was also ineffective. Imcrease in rents
continued, on the ground of rising prices, right up to 1928,
that is for 48 vears, when occupancy holdings were made trans-

ferable.

Other Provinces: The Bengal Acts were copied by other
Zamindari Provinces like the U.P., Bihar, Orissa and the Punjab;
and also by the Ryotwari Provinces of Bombay and Madras
and, of course, the results were similar.

Other Aduverse Developments; Scramble for Land : In the
ineantjme, the problem was made more acute by several factors.
The rapid growth of population increased the pressure on land,
leading to a scramble for land. The position was worsened by
the decay of rural handicrafts; it forced more and more artisans
to turn to land for their livelihood. Other nen-agricultural
classes also besan acquiring land, particularly moneylenders
and traders. Farmers were getting more and more deeply into
debt and their land passed to moneylenders on a large scale.
The prestige attaching to landownership strengthened the ten-

dency. The scramble for land became all the greater.

Their Effecis : The result was a great increase in the num-
ber of tenants. In 1921-31, for instance. their number rose by
6207, After that, sub-tenancy also increased. On the other hand,
the number of occupancy tenants fell steadily and there was a
large increase in landless labour. The latter class grew by 499,
in 1621-31, so tha: from being 139 of the agricultural popu-
lation in the 19th century, it became 309, by 1950-51. This
was largely the result of tenants and small proprietors losing
their hold over land. They, therefore, lost all incentive to im-
prove the land, to put in hard work and to use better methods.
Thus the land deteriorated, its productivity declined and rents
continued to increase. As noted above, intermediaries arose
even in the Mahalwari and Ryotwari areas; in -all 759, of the
land came to be cultivated by tenants. i
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Provincial Autonomy, 1937-39 - Under Provincial Auto-
nomy, popular governments were in power in 1937-39 and they
naturally tried to redress the grievances of the tenants. The
principal features of the measures undertaken may be grouped
under the three F’s of Irish land legislation : Fixity of tenure—
no arbitrary ejection of tenants; Fair rents—limit on increase
of rents, without which fixity of tenure is of no use;

and Free-
dom of transfer—making 1

and heritable and sometimes even
transferable. In addition, tenants were to get the benefit in

rent of suspension of land revenue, compensation for improve-
ment of land and protection against personal service. Thus
the landlord’s privileges were curtailed a good deal. But early
in the Second World War the majority of provincial govern-
ments resigned; and in their short tenure of about two

years,
they could not do much to implement these ideas.

The Need. Land Reforms since 1947 - There was also the
need for completely overhauling the whole complex of land
relations and establishing an efficient system of land use. This
Was attempted after Independence in a very comprehensiv

way through the various Land Reforms. But
thing,

e
legislation is one
its successful implementation another. The problem
admittedly is very complex; and it is made more difficult of
solution by the isnorance and helplessness of tenants, on the
one hand, and by the greed and political influence of land-
owners, on the other. The principal Land Reforms are : aholi-
tion of Zamindari, ceilings on holdings, tenancy reform, con-

solidation of holdings, co-operative farming and help to landiess
Iabour. i

Section IV. Agriculteral Labour

If the lot of the tenants was miserable, that of agricultural
workers was no better. If the former were a large class of
crucial importance to India’s agri<ulture, so were the latter.

We will, therefore, study the economic condition of this class
now,
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t
Surveys : 1950-51, 1956-57 - We do not know much abou
i el : i iti . But

the condition of agricultural labourers during British rule
: i 50-5 ey Wwas

within three years of Independence, 1n 1950-51, a survey
i ition.
made to ascertain the posi ' : i
in 1956-57, so that a comparison between the two re\e:aﬂus.1 o
G 1 i i ive-Y Plan, 1951-56.

i India’s First Five-Year ,

effects on this class of S

iry differ-

Another enquiry was conducted

The more important data are given in the table,
of convenience in comparison. But the second enfcl;u‘ i
ed from the first in some of the concepts., definiti -
methods. Its findings, therefore, are not strictly CDmpa?au
with those of the first. But even allowing for some marg'mlo}i
error, the condition of agricultural labour could 1r10t-hai;elzl:rx;;lY
proved substantially, if at all. Anvway, we z?r-e not pr‘ .]ass
concerned here with that, but with the condition of this ¢

; at} just
durine British rule or (in the absence of data on that) j
o Y, :

@

after it ended.

r * * l

1962 - Since then, therz has been a survey of the r.ilia

= i . ] i e-
situation by the National Council of Applied Economic

jtuation i as still grim.
search. It has revealed that the situation 1m 1962 was still gr

The per capita daily income of a villager was 68 paise. But
= y

Il O ““(’ Ol Il() CCOol (I tor Iy -.;I('.' OE
e i .
t.he tot.a]. mcome. (r\t the (6] th er end, the tOp Jc_,r(- Cl aimed 2 E_. "/’o
L8] = h vas AOTILY v i) -4’{’ aise
f the 1l ]t.a]_ 1ncome ) I us the vasl mea ]0 i ll ed n 35 p ise
o

ilies incur fresh debts. The
| families had to 1ncur
il b the very bottom was

s 'inmm: c(l)zfn'd‘lteh:fnofmtl!::(jl:o:;m 50 million was 32
0“_17 - pzfe ;"[‘eheae '\:'ould'ver}' largely be agricultural 1ab0u-r-
l::.se 'Il;(l::e-ir :nconm per he;d was ab-f)ut 30 paise ier ;I:t);l c;r:’
1950-51, during the first enquiry mentioned above. et. £
study the findings of that enquiry and compare them wi

of the second.
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‘Number

‘Landownership

Empioyment

Payments

Ancome

‘Expenditure

Number of agricultural wor-
kers—millions

Households of agricultural
labourers who were landless
—per cent

Casual adult male workers
—unemployed for —days
—employed on wages for ,,
—self-employed for 4

Payment entirely in kind to
—per cent

Wages per day of casual

adult male workers—paise. .
—of women »
Wages in Plantations ,,

under the British

Agricultural Labour in Indiq

I

35

200
75

31

109

- 125

360

» » Factories -

Annual income per family of
agricultural labourers— Rs. . ;
—per capita — Rs. i
Income per family
—from cultivation of their
own land— Rs..
~—from non-agricultural
labour 30 Rs..
Wholesale pmces of food
articles — index no.

Expenditure per family—Rs. .
Deﬁcﬂlt a» ” n

Families in debt—per cent

Average debt per family, Rs.

Purpose of debt

—for consumption expendi-
ture —per cent

—for social purposes ‘

447
104

60
53

100
467

45
47

—for productive purposes ,,

195051

1956-57

S

33

57

128
197
40

40.5

437

99.4

30
35

91

617
180

64
88

24
19
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Their number and ownership of land : As we saw in the
last section, in the 19th century this class formed only about
1897 of the agricultural population; by 1950-51 it was more
than 309,—a result of decay of rural industries and of transfer
«of land from peasants to moneylenders. The absolute figure
-was 35 millions in 1950-51 and there was a 511ght fall, by the
time of the second enquiry, to 33 million. This may partly be
the result of a change in concepts and definitions at the time
of the second enquiry. 509 of the households were landless
during the first enquiry and 579 during the second, partly the
result of resumption of land for ‘personal cultivation’ by zamin-
dars. Thus the land reforms did not ‘reform’ the condition
.of the most needy class living on land.

Employment : Casual workers’ families formed 859, of the,
total in 1950-51; the rest were attached to particular landowners.
“The adult males in the former class were unemployed for 90
.days in the year in 1950-51 and for 128 days in 1956-57, a subr
stantial rise. They were employed for wages ‘on 200 and 197
.days respectively—thus little change—and so self-employed for
75 days and 40 days respectively. This heavy decline in self-
employment explains the substantial rise in unemployment and
-was the result, mainly, of increased landlessness among them.

Payments in kind : What did this employment fetch them?
"31¢7, workers received payments entirely in kind in 1950-51 and
40.5¢9;, in 1956-57, probably the result of a fall in food prices
from 100 to 91. It was cheaper for the landowners to pay
‘them in kind. Incidentally, this shows that money economy had
‘pot at all become universal.

Wages: But how much they did receive? Taking again

~the casual adult males, the most important class, their wages
per day were Rs. 1.09 in 1950-51, falling to Re. 0.96 in 1956-57,

. fall of 139,. We may compare this with the wages in planta-
" tions, Rs. 1.25 per day and in factories, Rs. 3.60 per day—in
195051, Women in agriculture received much less, Re. 0.68
-in 1950-51 and Re. 0.59 in 1956-57. But the fall-in wage rates
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may also be partly due to cha i '
v oy ange in methods of computation

: Income: In addition to wages, the workers had oth
zm::ome al§o. The total average income of the family was ROEd:;
pet_‘year in 1950-51 and it fell slightly to:Rs. 487 in 19;'6—5"
This n_rorks out at per capita incomes of Rs. 104 and Rs. 9 .
respectn-‘e?y. Of the total income of the family, Rs- 2ie
i;c)-rél :iul.m-'atlcn of 1:t5 own land in 1950-51 and ,Rs. :50 only in
s \;v-ls;,;mrestillt of increased landlessness. But even in 1550-51
0‘;; !an.d ,::Sot the total income was derived from cultivation of
non-&gﬁc;l[u ;zllulchbas 6497, f;‘ozn agricultural iabour, 129, from
e f,‘ . abour a{ld é‘i‘;’o‘ fl."om non-farming work. There-
wy f;; J.u thﬂe family’s income from non-agricuitnrat
, irom Rs. 53 to Rs. 35,

60 came-

fmmlf] {;{r);come fell to some extent, food prices declined more
to 91. But these are w i :

se are wholesale prices and w
el : ' prices and we do not
erso; z;bQut the movement of the retail prices, which the labour
124 to pay. Anyway two-fifths of them were paid entively

in ki They certainlv
o [Oni' _if) certainly spent a smaller proportion of income
od, 77% instead 8597, raki
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;:m?]i total expenditure increased sharply from Rs. 467 t

R.‘ ;Mf per YE&I'—.WI'IIIB its income declined from Rs' 447 :to‘
s. 437. The deficit, therefore, rose steeply from Rs e

the staggering figure of 20 only 10
& = Rs. ; - ADs it
in 1936.57. g s. 180 or about 4097 of the income

.,.3‘_.m0:b“'1 Ho.u- .dl(‘! they .make up this deficit? Largely by
Hving ,'sae of stocks, remittances received and loans. 7T

proportion of families in debt increased from 4597 ¢ - 64;&&
another substantial increase—and still :inother'x:']:sta(:;cn /::f
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worsening of the already pitiful condition. The average debt
per family was not quite doubled, rising from Rs. 47 to Rs. 88.
Regarding the purpose of the debt we find that, in 1936-57, as
much as 469, was for consumption expenditure and 249, for
social purposes and only 199, for productive purposes. In that
year, again, 319, of the loanis were from moneylenders, 44%,
from friends and relatives and only 159 from employers.

SpamiNng Up

To sum up, then, the position of this class was already
wretched in 1950-51: 909, of family expenditure was on bare
necessities and income per head was less than 80 paise per day
or five annas—less than one-third of a rupee. The position

became markedly worse in the next six years, Landlessness .

increased substantially, and therefore, also unemployment, so*
that the workers were selfemployed for only about half the
days as before.

Pavment in kind increased, denving the labourers the
advantage: of lower prices. Wage per day declined, remaining
definitely lower than that in the plantations and very much
lower than the factory wage. Incomes fell, due to the heavy
fall in income from cultivation of own land and from mnon-
agricultural work.

But expenditure mounted up steeply, so that there was
a very large deficit in the family’s budget. This was met by
debts, which rose sharply. The proportion of families in debt
increased a good deal, and the debt per family was nearly
doubled. Nearly half the debt was incurred for consumption
expenditure, one-fourth for social purposes and only one-fifth
for productive purposes. And yet more than nine-tenths of the
expenditure was on bare necessities.

GOVERNMENT MEASURES

Minimum wages : Thus the condition of this, the poorest,
class in the ‘country became more wretched in the course of the
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First Five Year Plan. This happened in spite of several measures
by Government. The Minimum Wages Act of 1948 was applic-

able to agriculture; and the rates fixed for adults in various

occupations in different States varied geherally from Re. 1 to
Rs. 2, the more common rates being between Rs. 1.25 and
Rs. 1.50. But as we saw earlier, the actual wage received was
substantially lower in 1950-51, and lower still in 1956-57,
though minimum rates had already been fixed over the major
part of the country by 1956-57. Of course, there are difficulties
in fixing minimum wages in agriculture, and more still in
implementing them.

Increasing employment. ‘Bhoodan’: The First Plan tried
to provide more employment to this class through programmes
of agricultural production, land reforms, co-operation and
village industries—and the Centre assigned Rs. 20 million for
resettling the landless. Then there was ‘bhoodan’, land gift
from the landed to the landless, beginning with 1951, By 1955
about 4 million acres were donated, but only about 2 lakh
acres were distributed among some 60,000 families.

One principal solution of the whole problem is to trans-

fer a part of this population to other cccupations; but that is a

long-term task, and part of the bigger problem of rapid

industralization and diversification of economic activity. In the

meanwhile, the Third Plan had a massive rural works pro-

" gramme of employment for 100 days a vear for 2.5 million
persons, invelving an investment of Rs. 150 crores.

"Questions for Revision
1. Wl‘;at were the defects in agricultural marketing in India under British
.rule? How and how far were they removed?

e Analyse the defects of land revenue systems introduced by the Bntls‘h
in India, especially as compared to the eatlier systems.

3. Examine the case for and against the Permanent Settlement.
i or
“Thé Permanent Settlement was the one act 'of the British which mot
reffectively ;protected the econamic welfare of . he people,” Discuss;: -
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atures of land revenue settlements of Bombay, Madras

4, Compare the 1€
and North India.

5. Bring out the principal stagcs 'in
in, Il‘ldld under the Dritish, How

6 Descnhc the condition of agr:cultural ]abour i
: special reference to employment and wages, income, e
dcbts, How had the condition of this class changed

‘the evolution of Tenancy Legislation .
far was it cﬂectlve'*

in Indm ‘in 1950:51 withh
expenditure aml

or :
dia’ I : jan : i icultural
; “I.nd'a'é' First Five-Year Plan was no blessing to her agriculiur:
: ; -
Jabour.” Discuss.



Chapter VI
i MODERN INDUSTRY AND ITS PROBLEMS

Section I. History of Factory and Mining Industries -

Having concluded the history of agricultural problems
and handicraf_ts, we now take up a study of modemn industry,
the next most important sector of the Indian economy. Cot-
ton and jute mills were started in the early 1850s and they
remained our foremost modern industries. The next five or
six decades may be divided into three periods, which mark
three stages in our industria] growth.

(£} 1860-80. The beginnings: In these two decades,

the only new important industry was coal-mining (employing

20,000), which made steady progress during the period. The
other two industries together had 70,000 workers and they, too,
registered steady progress, except for cotton before 1870. The
Madras tanning industry developed a Prosperous export trads
in hides and skins to the U.K. and (later)

to Germany. But
handicrafts decreased rap

idly in importance, and the artisans
thus thrown out could not be largely absorbed by the few new
industries. Thus there were only beginnings of modern
industry yet—and not much achievement.

(fI) 1880-95. Real Progress: During the next fifteen
years also handicrafts continued declining while no new in-
dustry was started which could be called a major one. But

the established industries progressed rapidly; the number of

workers in the three major industries increased from less than
one lakh to 2.6 lakhs. Another favourable development was
the rise of three types of industries with small units.

Small-Scale Industry : There were first

the processing
industries -

cotton and. jute presses were started, as also rice
and timber mills—the last two mostly in Burma. They were

Modern Industry ana_t its Problems

seasonal industries and carrie
growth of factories and railways.

showing a large increase 1n exports,
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i 1d tile factories.
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; < ia. Mine-

(1) 1895-1914. Progress begins all over 3&;9;1900

j . There was a serious check to industries e

imh D famines. Cotton was depressed up to 1549, e
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'eS.Pc“auy O z-ln Burma and manganese in Madras an &
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- ared
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‘industrialization.

3
Small-Scale Industry : There was a g‘goodl de::l}jl o_E tg:)r(;ircfl:;
e o industries. The rice mills sprea ni; i
= pmces.smlr;rly into Bengal and Madras; an_d_ ou}-lidus‘
’9?10 pelj,][pz;li?;ugrew in number. ‘Among the s:;b::ii;‘?a); lwm_k_
oil mills ' : ' 160 -
e s 'wa's o flonucrrlfliizs.m'; Egﬁ;:g:orf responsible for ttléi
-shops and in Hmtlension of railways and use of cycles, mc:n .;
;incr?ase e ‘?" 5. and of workshop motors and water pu‘ri :q
L ;Ed :tl:i?;liz){r;' type, Madras tanning was now decaying,
In the semi- ; _ .
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Thus thée total industrial progress was small, due to cer-’
tain deficiencies in our industrial equipment. What were

these deficiencies?
. DEerICIENCIES 1IN InouUsTRIAL EgQuipMENT N 1914

Capital : 'We had to import all capital goods, i.e. machin-

. ery, equipment, spare parts etc. Regarding money capital, our

savings were small as India is a poor country. Industrial

finance was uncrganised; modern banking existed only in the -
few important trade centres and it preferred the financing of
trade. There were no institutions to supply long-term finance:

to industry.

Labour : Our labour was inefficient and there was a scar-
city of skilled labour and of training facilities. Wages and:
working (and living) conditions were very unsatisfactory..
Combined with illiteracy, these explain the ineficiency.

Power - Our coal was located in a corner of the country,.
the railway freights were high and the quality of coal is not
very good. Oil, similarly, was found then largely in Burma only:
and hydro-electric power was very costly.

Meiallurgical Industries : We also lacked metallurgical in-
dustries, especially iron and steel, until the end of the period;-
and the whole fabric of industrial growth rests on these. We

had, therefore, to import railway equipment and all machines,

down to the smallest. This was a tremendous handicap in com-

petition with other countries.

Railway and Government Policy : Railway routes and
yates did not favour industry, except foreign industry. The-
general Government policy was that of laissez-faire, of in-
difference and even opposition to industrialization by India..
The currency and exchange policy was also unfavourable to-

our industries.

Markets : Being a poor country, India had to depend -
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dargely on foreign markets. Some countries had a long start

‘over us and England exploited even our home market in many
~cases. '

We resume now the histor

y of Indian industries in
different periods.

(IV) 1914-29: The First World War was very favour-
able to industrial growth: and especially during the post-War
‘boom  (1918-20), many new enterprises were started. But
1820-22 saw an acute depression, followed by low economic
-activity. Chiefly due to currency policy, this condition con-
‘tinued right up to the Great Depression.

- War, post-War boom. Huge profits: With the rise in
© prices, industrial profits rose rapidly during the War, which
-also stopped foreign competition for some industries. Thus
the prices of manufactures increased, while those of raw mate-
rials rose much less and wages increased little. The end of
the War brought an immediate increasc in demand for all
sorts of goods. During this post-War boom, prices rose rapidly
and there was extraordinary industrial prosperity.

1920-22. Depression : During the boom, however, wagzs
:and other costs also increased substantially. Machinery order-
ed- at boom prices arrived during the depression. It also in-
creased productive capacity at a :time of falling demand. Acute
-exchange difficulties intensified the trouble. Again, most of
the growth was not healthy and huge dividends were paid with-
-out adequately strengthening the reserves. Many unsound
-concerns were, therefore, wiped out.

SuMMING UP For 1914.99 - INDUSTRIAL DEFICIENCIES

To sum up, there was much growth in the larger indus-
‘tries, but the main features of the situation changed little; e.g.
organized industries employed less than one per -cent of the
‘population. The results of India’s growing industrialization
ssince 1914 can be seen in the changes in the composition of her

B

B
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fOI elgn tr ade- I he reader ma, ICEEI, f()l“ Cxaﬂlple, to the I‘el ®
same lmpI‘O vement I‘Cgal"dlﬂg our ll’ldusttlal dCﬁCIGDCI&; alaO-

Capital : Capital became boldex.", as there \.\tere n:})lw ::}zz
investment facilities. In industries like tea ar‘ld 1ute,’ f; s
of Indians increased. But a large 1_)art of mdustr}be: .
.controlled by external capital and it shared the E e{meigu
fiscal protection. (We will discgss the prob'len;s) o
capital and protection at length in later Sectioms.

: . 1 . it 1m-
Labour : Efficiency of labour was still low, but. f;tct:)ry
proved a good deal in this period. Thelte was also satis
.progress in training foremen and supervlsors..

Metallurgical industries, fuel and po%uef’: Mostdg%:_?::;;
-was made in the iron and steel ilndus.(;rz;l ::n :wcz;s{ Izggustﬁes -
.established. But the other metal, an al, ke
iso?bfll?:rish still. The more important probllem _c»f p;)::: x\:a::i
not vet solved. A large amount of hydro-e CCtI}iC afexpecwd_
produced in certain areas, but not at all as dlea;:ny o
A large part of it was supplied by the Tata comp.

Bombay area from 1915.

le.
Government policy also became more favourable

(V) 1929—3?. The Great Depression : Th;: It)?flrejéfi
-did not hai;e the same effc;,lt as ir}om?;;us&t};z ilrldyil;t flé_]] 7
Tie uction in the major i _
r:jzii.e'g(')feriiason for this situation was the I.arge ia;; ;f):l}'ti(:
b\ handicraft industry in India even at that tlmii- ik
: farmers’ incomes affected, therefore, the han ’Icr gt
'the the factories. There were also the protective duties; ahe
!L}!;zn‘Sateyagraha’ Movemant of the early 1930s encouraged the

use of Indian products.

(V1) 193947. The War and after. New factors: The

i i oducty
“War created a far more urgent demand for industrial prod
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than .'the: First World War,
th-e.. Situation. like' the fall o
tories, large-scalg sinking of

: British ships - :
mn the East; and in India ttish ships'and Jap

hyper-inflation and a sellers’ market

| Production increases substantially
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industries, which lost large sources of their raw materials. The
developments since then are too many, varied and vital to be
compressed in a few words; several of them, however, are in-
dicated in the following Sections and in the next. Chapter.

General Survey : from 1914 : Industries received a great
stimulus in period (IV) during the War and the post-War
boom. But the main features of the industrial situation
rerained more or less the same. The deficiencies in our in-
dustrial equipment were, however, removed to some extent by
1029. The outstanding event of the next period was the Great
Depression, but it did not have the crippling impact that was
felt elsewhere. Then came the Second World War, which was
an even greater stimulus than the First War. The industrial
deficiencies were made up to a larger extent, through the pro-,
duction of heavy chemicals, machines and machine tools. But
some of the mistakes of the First War were repeated. These
and the Partition made the post-War years a critical period for
our industries. Since planning began in 1951, however, there
has been considerable advance, especially during the second
and third Plans. :

Secticn Y. Government’s Industrial Policy

In this growth of modern industry, and in the decline of
the handicrafts, what part did Government play? As we saw
while studying the latter, the East India Company’s policy was
one principal factor in their decline. The later policy under
the Crown was similarly a major explanation of the backward-
ness of our factory industry. A summary of the wholz history
of this problem will be found in the column on “Trade Policy
in Table 17 (on Foreign Trade) and at the end of this Section.
Let us see the details now.

Uxper THE CompaNy. INDIAN HANDICRAFTS STRANGLED

Discouragement : During the East India Company’s rule,
several measures were. taken to discourage our industries and
to encourage the sale in India of British manufactures. In
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1769, for example, the Company’s Directo

year, silk-winders were forced to work in the Company's fac.
tories under severe bunishment, Ipn 1813 when' the Company’s
charter was reénewed, Parliament mquired intg how Indian in-
dustrial products could be replaced by the British: and Pritish

manufactures were forced on India through the Governor-
General and Commercial Residents.

Tariffs : On the other hand, Indian handicraft Products
were shut out from England by prohibitive tariffs {or by a ban
on imports). 679 was a common level of dutjes and there was 4
case of 400%. But British goods were forced on Ind;
duty. Thus British manufacturers strangled India’s handicrafis
through political injustice. Later, the same brocess was repeat-
ed in the case of factory industries,

a free of

Inland Duties - In 1835 British cotton manufactures were
Imported into India a 2.5%, duty, while Indian cottons con-
sumed in India had to Pay 159 . There was the same level of
duty on Indian sugar and hoots ang shoes.  These duties were
levied on 235 articles, that is, on almost everything of persanal
or domestic use. Bribes had to be paid to customs officers
and some articles had to pass thraugh ten customs houses. The

result was ruin of small traders, repeated delays and serjong

hindrance. 10 trade. By 1858, however, these duties. were
gradually removed.

UNDER THE Crown. LiTtip Cuance up TO 1914,
Prissure FROM Laxcasuirg

Government attitude changed little under the Crown, At
the best it was a2 policy of absolute laissez-faire (i.e. non-
intervention); at the worst it served British interests at the €ost

of the Indian. For example, the Famine Commission of 1880 re-

ics.  In the Ssame

. 2 z 95‘
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of
the other hand, under pressure from Manchester, :the cesl:ll:ti%
cotton mills in Lancashire in England, 'mosthof tthe ?;f;];inad ;f.
s Manchester ¢ e
oved by 1882. It was because 2 _
jJ:Jer(i‘a?::ﬂi0rnpnc:.mtizion’’ of Indian mills in the Indian ma;kt;t;gtlhat
tllll: first Factory Acts were passed in India in 1881 an o

Cotton excise; 1896-1926 : It was.again to sa:nsfy l?iflan]c;‘:;stie;
that an excise duty of 3.5%, was levied on Ind‘1ac111 rin :Tas ;_n .
1896. It was not removed till 1926', when the in usl_‘rigfe s
very bad way. The duty did not reaily beneﬁFdmeajO;;p; S ;\,i ;g
of our cotton manufactures, being.coarse, di noof S
it. But the poorer sections in India, consumr:;: -
suffered under it. Lancashire, however, s.ent : .md i

itish Parliament; so it was they who dlctate_a in u‘ 4 pts i
iliﬁdia. Thus the policy was not framed in It)heﬁ:;r;tlzfz
India, who could not send one member to the Par

Need vs. Policy : What was need'ed was pror;?:;:dfc;;l (;1;1:
young industries and handicraflts, against the esta -C:Site e
tries ‘of England. The policy ac}opted was Lhte_ol?pf L
general, there was in India free trade, “hv::I d.::i\n e
import of British manufactures am‘l _harm?d ;je,ljn;ng .
and handicrafts. The latter, therefore, continued dec o

: eas.
the end of the century, in beth urban and rural ar

: ; 2 Pro-
Morley's veto, 1910 : At the turn of the centur},_ som i
: ; 1 active interest im
vinc:jal Governments began taking a more act;;ed'x i
1 ] ndia ress
i i ‘uropean businessmen in
ustries. But the Euror : ; v
nklx('j% nd so in 1910 Lord Morley, the Secretary of St"tef ;ustria[
is a ‘ 1
:he policy. This indifference of (:overnmenth u;: irsr: vl
development in India continued right up to the

War.

1914-29. LarceE CHANGES

i v t orga-
! There were, however, large changes in C—U\?_\rnmen af:er
| ; ’ 1 i ies, during an
izati i helping industries, d afte
zation and policy for - ‘ e
nlrl;?afif\’ r. During the War, as in other countries engaged
the War. . !

commended encouragement to industries as the most important
remedy for famines; but Government took 1o action on it, On
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Provincial subject and the Provinces implemented the recom-
-mendations of the Industrial Commission. Departments of In-
-dustries were started by them and some of these began supply-
.ing trade information, technical aid and help in starting
.industries. There were surveys of industries in the United
Provinces, and of cottage industries in Bengal and Madras.

Research and technical education : Several institutes were
sstarted for research into soap and glue, forest products, tanning,
.and leather trades. etc. The Provinces also passed laws, enabling

industries to tax themselves and to use the money for research,
.as in the case of indigo and lac. There was some progress in
technical education too; most Pravinces established small weav-

“ing schools.

Direct help : Financial aid to large units mostly failed, but
~that given to small firms was more useful. Lastly, the stores
-purchase policy of the Government of India was changed.
“Preference was to be given to Indian manufactures, if the price
-was ‘reasonable’. But in practice this was often not done.

1929.39, The Depression. No posilive palicy : During the
~Great Depression, Government did not adopt any positive
-policy, at a time when other contries undertook many mnew
~measures to direct and control economic life. Even the lesson of
-the War seemed lost on it. Hitler came to power in 1933, but
-the Government of India did not consider how India might con-
-tribute to industrial production, in the event of another war.

Tndeed its attitude remained obstructive even during the Second

“World War.

1939-45. War: Little change : As we saw in the preceding

“Section, Britain’s need for industrial production from India was

far greater during the Second World War than in the First. Yet

“Government’s attitude towards industrialization in India did
‘not change substantially. There were two reports on how to
increase industrial production, but neither was even publishad
%n India. Nor did Government accept proposals for producing
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mz?al means .of transport—maotor-cars, aircraft, ships and loco-
1ves—in s;?xte of acute shortage of transport, which hindered

even production for war. ;

Training and Research: But in training and research there
“' 3 - - & g -
I“at:;‘ some progress. For training, there was a Government of
I;l ia s;chelme and that of ‘Bevin boys’ in British factories On
search also some money was s ’ 4
as spent; as a result, many
e e _. v new
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i ﬂ: \ p:frtly because of the decline of handicrafts, whick
¢ artisans resourceless. So the Famine Commissioﬁ of
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1880 urged encouragement to industries, as the most important
remedy for famines. Government took the opposite step, facili-
tating imports of manufactures from Lancashire. The pressure
from Lancashire was successful in other similar directions too.
Morley, the philosopher, had similarly to accept the philosophy

of European businessmen in India in 1910.

1914-1929. Dire necessity forced some change during the
First World War. An Industrial Commission was appointed,
which recommended energetic State intervention. But the actual
intervention by the Centre was not quite ‘energetic’. The Pro-
vinces under the Reforms of 1919 were more active, but they
suffered from shortage of funds. The Centre did take one posi-
tive step, discriminating protection, from 1923. But here, too,
neither the triple formula, nor its application, was particularly
satisfactory. And Indian industries suffered under the lsh. 6d.
ratio, imposed in the dnterests of the British in 1926.

7929-1947. No positive policy was adopted during the
Depression. The Second War, like the First, brought about some
welcome changes, but the basic attitude remained obstructive.
No wonder, then, that on the eve of Independence, India’s in-
dustrial structure was neither integrated nor advanced, neither
balanced nor developed. This history of well-nigh two cen-
turies may be contrasted with the very substantial achievements,
through really ‘energetic’ State intervention, in less than two

decades after Independence.
Section IIL. Probloms of Modern Industry

For introducing modern industry in a country, several
problems have to be solved. First of all, the Government must
be sympathetic and its policy helpful. We have studied at length
the history of Government policy, including the policy of gro-
tection; but the latter is sufficiently important to be studied
separately and we will take it up presently. Then there are the
problems of industrial finance and management. These raised
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that protection should be temporary, and given only when it
was indispensable for the permanent development of an in-

dustry.

ProTecTioN To VARIOUs INDUSTRIES

fron and Steel, 1924 : Government accepted this policy

and from 1923 appointed an ad hoc (or separate) Tariff Board
to examine the case for protection of each industry, But it was
not bound by the report of the Board and modified, or even
rejected, its recommendations in several cases. It was through
such protection that the iron and steel industry was successfully

established. In 1924 import duties on steel bars and wrought
iron were increased, and bounties were given on the production
of steel rails and fish plates. Both the bounties and the duties
were to continue for three vears. But Baleian and French cur-
rencies depreciated further that year; and these countries could ”
sell steel in India at much lower prices. Next vear, therefore,
the duties in India were substantially increased. When the mea-
sure was reviewed in 1927, after the three-year period, the du-
ties on British steel imports were kept at a lower level than
those on Continental imports, as the prices of British steel

" goods were steady. This time protection was granted for seven

-years and it was renewed in 1934, It was continued up to 1941,
when imports shrank heavily under war-time conditions.

GCotton Textiles, 1927 : The second major industry to re-
ceive protection was the cotton textile, During the post-war
depression the industry was in difficulty and there was unfair
competition from Japan, who later depreciated the ven. But
Government did not accept the recommendations of the Tariff
Board and levied only a 59, duty on imports of cotton yarn in
1927. Full protection was, however, granted in 1930 with 159,
duties on British imports and 209, on the non-British. The
duties on plain gray goods of non-British origin were increased
in 1932 to 50 and in 1933 to 75%. This protection was with-
drawn only in 1947 on the basis of a Tarilf Board Report.

Matches—1928, Sugar—1932: The Tariff Board rccom-
mended protection to the sugar industry for 15 years, but th=
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capital : There were other-
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Protection. Committee of 1924 : The problem of foreign
capital became particularly prominent, when Government
adopted the policy of protectivn for Indian industries in 1923.
It was feared that forcign concerns would take advantage of’
the new policy and grow and extend their activity. Indeed an
“External Capital Committee” was appointed the next vear
to go into the problem. The majority of the Committee believed
that the restrictions suggested, as given above, should apply -
only where a definite concession (like a bounty) is given. A
general imposition of such restrictions would be too severe and
would, therefore, be evaded; or it would scare away foreign
capital. Pandit Malaviya, in his Note of Dissent, differed from
the majority in this matter: he insisted that the restrictions-

should apply to all concerns.

Nobody, however, will differ from the Committee’s view-
that “The real solution of the problem of external capital
lies in the development of India’s own capital resources,”
and that to draw out the vast store of dormant capital in
India, “banking facilities must be increased and extended.”

The advent of Independence has changed the whole com-
plexion of the problem. The Industrial Policy Resolution of
1948 imposed some restrictions on external capital. But the
need for foreign capital is all the greater, as India has launched
a programme of rapid industrialization. In April 1949, there-
fore, the Prime Minister gave a three-point assurance to remove

the fears of foreign investors.

Section V. The Managing Agency System

Iis Role, Funciions and Merits: We saw above how

British concerns introduced the managing agency system in
India and how Indian businessmen took it up. These manag-
ing agents did much pioneering work. A century ago, when:
Indian capital was very shy, they started many industrial units-
and financed them too. They issued shares and held a large
part of them. Fven later on banks only made advances on the-

persenal responsibility of the managing agent.
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Regulation: Companies Act, 1936: It was no wonder, then,
that restrictions were imposed on the system, through the
amendment of the Indian Companies Act in 1936. In the
original Act of 1913 there was no reference to the managing
agents. But in the amendment, the duration of a managing
agency was limited to 20 years. It could, however, be renewed
by a special meeting of the shareholders. There were also res-
trictions on the transfer of an agency; and the agents could be
removed for fraud, insolvency or breach of trust. Further, they
could nominate only one-third of the Directors of the Company;
and they could not carry on business which was harmful to
the shareholders of the companies under their management.

The financial aspect was also regulated. The funds of a
" company could not be used for developing another company.
And the basis of the agent’s remuneration was made uniform : :
it was to be net profits, not output or even sales. Lastly, extra
Temuneration could only be claimed through proper sanctions
from the Directors.

One can see how the measure still left loopholes. The
agents got their own men to acquire shares in the companies;
and thus controlled the Board of Directors, who conntved at
the former’s misdeeds. For example, they indulged in stock
market speculation with the shares of the companies under their
.control. Anyway, the measure was not rigorously enforced by
the British Government in India, who were anxious to help
the British managing agents in the country. The Act was, there-
fore, modified four times, and made more stringent; in the
thirteen years after Independence. Regarding the finance needed

A “by industry, several Corporations have been set up, whif‘h
underwrite shares; help industries in rationalization and in

i .developing new lines; and supply medivm and long term _loans

to small, medium and large units. Tables 21 and 22 deal with

these Corporations. The managing agency system is now to be

:abolished.

i Section VI. Our Export Industries

“I In recent years, the problem of earning foreign exchange,
_and therefore of promoting exports, has become specially pro-
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minent. But at all times g

1ts imports with exports: so et us sury,
industries,

Textiles - Among all the export industries, the most
miportant was jute. Jute manufactures were more than 1497 of

fotal exports of merchandise from British Indiz in 193%6-37,
one of the Iast ‘normal’ years before Indepe

retained that first place, being Rs. 170 CTOTCs, or more than
20%, of the total, in 1964, compared to Rs. 127 crores worth of
tea exports (which hold the second place) . The €xports of raw

jute were 7.59% of the total in 1986-37, but the major jute area
has gone to Pakistan since Partition,

Our other chief textile, cotton, accounted for only about
29 of the total €Xports in 1936-37; in 1964, however, it Pro-

vided 897, becoming the third most important export industry.

Thus the two major textiles together obtained ahout 28%.

of our export earnings in 1964, They are the type of industries
a country beging with; they do not invalve complicated pro-.
cesses. Raw and waste cotton was, in 1936-57, the most im-
portant group of €Xports, with 2397 of the total as its share.
There has heen a great fall in this item since Independence-

. again, to the creation of Pakistan, By itself the export
of cotton manufactures rather than of raw cotton, is of course
an improvement. Wool, raw and manufactured, accounted for

less than 297 of tota] €Xpotts in 1986-37. Handicrafts earned
foreign exchange worth Rs. 49 crores in th

Plantations : Tea was second in the
tries in 1936-37, the value of exports being more than 109, of
the total. It has retained this second place; its exports wers.
worth Rs. 127 crores in 1964 out of a total of Rs. 835 croves,
Jute manufactures and tea thus accounted, in 1964, for 3697,
of cur €Xports, compared to about 24597 n 1936-37. A
notable improvement, but there
For one thing, it is risky to dep

list of export indus-

are other sides to the story.
end so much on two items:
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VEry serious setbacks, ag
of the group of
dustries il

also the oilseeds grouy
grain, pulse and flour d
advanced technology

pP. The bosition
eteriorated greatly, In-

accounted for only small
duantities. Thus India is not yet an industrialized country of

the advanced type. More recently things have bheen looking
D, we have secured some export ordeys in international com-
petition. '1964_—65 was the last normal Year in recent (imes:
1965-67 witnessed two severe famines, 3 war, devaluation and
Tecession in industry. It must, however, be added that later

estimates place exports in 1964-65 at ahout Rs. 800 crores and
imports at nearly Rs. 1400 croyes,

Questions for Revision

1. Bring out the stages in India’s industriaj growth between 1860 ;
and 1914,

2. What were the deficiencies in India’s industrial €quipment in 19147
How far were they removed in the succeeding periods?

3. Compare the eficets of the First Wo

rld War on Indiap industrics
with those of the Second World War. :

4. “British manufacturers used
crafts and even to discoura
this truer

political injustice ta kill India’s handi-
ge her factory industry.” How far is

5. “Before the First World War,

indusirial poliey under the Crown
was no better than that

under the Company.” Discuss,
“During and after the First World War there

were large changes in
Government’s industrial policy”. Comment,

7- Analyse the role of foreign capital in

India’s industrial develop-
ment,

&. Comment on the werkin

g of the policy of discriminating protec-
tion in India.

9. Examine the contribution of the m

anaging agency system to India’s
industrial development. What

were the defects of the system and
how far were they removed before Independencer

1. Write a note on lndia’s export industries,

11. Distinguish between the functions of the various Corporations set
up since 1947 to finance and develop industries, with special reference

to the period of the loan and the size of the unit helped.

Chapter VII
£ MAJOR MODERN INDUSTRIES
FACToRins, MinES AND PLANTATIONS

1. The Cotton (Mills) Industry

We have now surveved the ger}e!‘él indu‘s..tlilal ;(;zjlogiil'll;
in different periods, Government’s 1ndust1iff (I:mmém o alkl"
each of.them, as also other gene.ral .prob.lems [f)reiqu carmital,
modern industries, like those of Il)Tot'ECT.lOI}T.] fo.r‘é . ;tudy'

oing acency and exports. It is fime, L.‘ere ", e
%nar(;a?;ilmthz history of our major modern lndu.smes. . 1;113-
1izchfde factory industries, m.inera!s z.tnd ?]antat;?:;s-jut:—and'
early 1850’s were started the two textlles—cotton. e
e -minine. Of these, cotton has been the most wpps d
m?l mmi}?ﬁtr is to be distinguished frcm hand-spu‘mm_i%:‘in
galrlllfi-\iiaving;; the last remained guite an important industry.

I eve Tt 15 var ::IOUS pernods
- f thlS ._111 Il’]dl s5try 1n :
he d. ¥ lomerlt (0] ;
is 4 } : d. 5 Iel s
] Stud} s0me bl’oad [edtllres rf.\-'eﬂlcd b\’ thf_, Labie

i ; wth o
Broad features of its History: (i) C?nf;:;u;ti:ui: iah
Even when circumstances were unfavon.rabk, {i S ;\_mton
tinued to grow. This is because Imhg-pfci ‘; there h
and the home deniand for the product is 2 \\d,t.rv pm;pered :
is a necessity. In the earlier stages, the 1r.1durs -'helped e
the cost of the handicraft industry; later 1tq‘:021a 5 pmte,ction
“Buy Swadeshi” movement and, from Laf ,the }indus,_ry i
apainst Japanese imports. But the prf)gress ih e
not rapid throughout, periods of rapid grow

those of slow growth.
] i ; as accompa-
(1) - Localization. Dispersion : This growth w

!}}ed b\‘ dlSpGISlOH Uf tlle ]‘“d.u |§.. ] ta ] bEIO"\' Sh()i\'-‘b tlle
i\'!ed(}llllllant pOSlthIl Of BOH‘lbaj PI‘E Sldenc}‘ an{l BOI[ll)a¥ i
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ling all cloth available for use (i.e. production .by mills and
-by hand-looms plus imports and minus exports) and dividing .
it by the number of people. Before 1926, this figure was gene-.
rally less than 14 yards; in 1926-36, it was generally above 15.
yards. This just provides a man with a pair of dhoties and
a pair of shirts per year. As this is the average, the majority
-had Iess than that for use. This is another example of the low
standard of living under the British.

(ivy Exporis and wnmporis: In the beginning we used to
export yarn to China and Japan. Some mill yarn has always
been used by our handlooms. Spinning was, therefore, more
dominant than weaving for the first hall century. But after
1890 India’s yarn exports to Japan fell and later Japan also
«captured our yarn market in China; and we came to export
raw cotton to Japan. On the other hand, we built up markets
for our piecegoods, mainly in the countries to cur immediate
“West. About 9 to 15 per cent of the output was exported in
1895-1914, But in 1936-37 the cxports of cotton textiles from
British India were only about 29, of the total exports of mer-
chandise. In 1964, however, they became ahout 897, the third
largest export group. Regarding imports, they used to arrive in
the beginning from Lancashire in England, especially the finer
~varieties. But the home industry itself began producing more
.and more of finer goods and so these imports declined. About
1980 imports from Japan threatened the industry, but protective
duties saved it .

(v} Protection ;. The history of protection eranted to the
industry has already been narrated in the last chapter; it is
-also described in short Iater in this chapter,

(iv} Comparison with Jute Indusiry : Another major indus-
try of ours was jute, the other important textile. The two had
-some similarities and more differences. These are brought out
after the study of the jute indusiry, which follows in the next
-section. ‘
THE TABLE B 5

+And now the table. It may first be studied peried by
period, i.e, influences, general condition ete. in the first period,
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as shown at length below; then again, all the columns against
the second period, and so on—that is ‘horizontally’. Then it
should be studied vertically, i.e. influences in the frst period, .
then those in the second and so forth for each heading. This.
will bring out the history of each feature, and changes in if,

from period to period, as seen just above. The ‘horizontal”
study will show the interrelation, during each period, between.
the various features, e.g., between the influences, general condi--

tion, number of mills and workers, exports and imports. Such
a double study will also leave a more lasting impression and
should be extended to all such tables, e.g., to those on foreign.
trade and currency. The tables, further, can be extended to-
bring them up to date for studying more recent developments, .
that is for a study of ‘Indian Economic Problems.’

History oF THE INDUSTRY 1N DIFFERENT PERIODS

) 1860-80: Slow progress in the *60s During the Civik
War in the U. S, A. (1861-65), the price of raw c-otton rose
steeply. There was also tremendous speculation during that
War in India, so that when the War ended a severe depression -
set in. The 1860s were thus not favourable to the industry. The
number of mills increased from 12 to 20 only, in the eleven-
years 1861-72. But in the next seven vears, 36 new mills were
started. As spinning was dominant, we had a surplus of yarn-
which was exported to China and Japan; and as we produced
coarser goods, the finest were imported from Lancashire in
England. The industry was highly concentrated

in Bombay-
Presidency and particularly in Bombay Island.

(II) 1880-95: Rapid, all-round Drogress : The next fifteen
years witnessed steady and rapid growth. In all the three five-

year periods, the number of mills and workers increased sub-.

stantially. There was also progress in several other directions -
machinery was improved from 1883: finer yarns were produced:
the products had more variety; new markets were exploited.
Thus there was all-round progress. The home market for coarse
yarns was also captured at the cost of hand-spinning;

spinning-
by mills had continued to grow faster than weav

ing up to 1890..

o 115

Major Modern Industries

Regarding foreign markets for yarn, the' exports to Japagl :jmd
China increased rapidly up to 1890, particularly those’to _ 1111113,_
After that, we began losing in Japan, who set up mills ml' er
own country and started buying our raw Cf)ttOIl-. The localiza-
tion had begun to change; mills grew rap}d}y in cotton trac':ts.
and Bombay City and Presidency lost relatively; thus there “as:
some dispersion,

(III) 1895-1914 : Rapid progress from. 1907 : The first half
of this period was full of troubles for the industry. T};;r;a w:;z
the $.5%, excise duty on mill cloth £ron_1 1896 to. . ,1896
two severe famines up to 1900, plague in Bo-mll)ay in u]é
leading to migration of labour, 1the gr;:at_ Air;)%l:caar:l ;p;gauy
ion i - cotton (whose price shot up) 1n 2, 2
L:::;r;s:i;::“in China,( our chief yarn market at that tlt‘flet. ';1"1(1;;;
the industry was depressed during those }-‘ears_and }; :3 e
experience some growth; the number of bo.th .I'I'IJ.HS a? _tt; :aqrg
increased. But the progress was moie rap.ld in thed ate i:_;hé
The trend towards finer quality was continued a; , ai-e;ﬁ“g
previous period, first spinning grew ?aster and.t en b Asim;
Our market for these picecegoods was in the African ag to, .
nations around us and the cloth exports amounted to e
of the output. : :
(IV) 1914-29 : Prosperity up to 1923. Up to 119;15; ;t;e ta;;
dustr'-y benefited from several favourable factf)rs-. angchiq}‘.
War the U. K. suffered from shfn_‘tage of shlppmir;_ ; t; v:r 5
freights. This reduced the competition fn?m 'Larllczs' 111:1180 o
small proportions. The high. reive;ueail:lu;:el;ﬁgd;: ﬁast o
ff imports. Both i1n India 4 e
f:'ia:ecr;‘:(tl c:iema::d and prices ruled high, being three lmslig ;:ft
pre-‘n&-'ar prices in 1918-20. Wages. on the oth‘sr lh:?imq s
increase during the War and they fo_rmecl muc tmi E‘fn L_:};q.t‘ s
of the total cost of production. .It 18 Tw W’OT'ldei' t ;c.hir;er.v. e
i P"OSPHE% <o (:)icmcs;tzsil;f :12:?::“;::1% rrmifmh.i;:-lf: )shifts
i t the number - !
"‘zi s::;:;eﬁegnd the labour force grew substantially.

bepression from 1923 : Then came the reaclio;L‘ 311;;1;
dustry had over-capitalized, placed Bapt ‘anicrs & RS B
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and frittered away its Tesources in recorq dividends,
Prices felf steadily from 1821

level in 1939, This occurred the in-

dustry {and, therefore, of output) apd wages also rose, To-
Wwards the end of the period, Bombay City suffered from ion
strikes. The depression in the industry softened
the attitude of Government. i
and levied 5 five
Tariff Board had

until they reached the pre-War
during the CXpansion of b

g
> 10 some &Xfent
It removeq the excise duty in 1925
Per cent duty op Yarn Imports ip 1927, The
recommended a larger degree of
-and there was unfaiy Competition frg
ciated the Yen.

Protection
m Japan, who later depre.

Oiher D.:fyefoﬁmem’.s, 191429 : 1.
levelopmenis during (he whole of this pcried of g decade angd
a- half. Thepe Was a further dispersion of the industry, which
implies {hat Bombay City lost more sround; Ahmedahbad was
the second INOSt imporiang centre of the industry. Compared
o 1814 clory proeduction grey by 46¢ in 1099 and 1509 pby
1929. The deciine In imports from Lancashire stimulated the
rroduction of finer cloth in India, 5 trend present in the pre-
Vious two Deriods ‘as well, The huge €Xpansion in the output
of cloth was accompanied by rapid growth jn its €Xport to the
Middle East. But exporgg of yarn declined, tspecially those o
Ching, Imports, a5 We saw earlier, fel} considcrably during the
War, but those from Japan were growing subsi.antially, parti-
culariy during the lagt years of the period. '

t us now Jook at other

(V) 192939 Protecsion + This threat from Japan becam-
nd prices slumped. The Great.
the fall in prices. The industry
Was in no condition to meet this threat, as it had expanded.
Production, with machinery ordered at hoom brices. Vet it
suffered less than other industries from the Depression, due
partly to the ‘Swadeshi’ Hmovement as part of the ‘Satyagraha’
against British rule. But the ma

More severe in this beriod a
Depression also contributed to

n factor was protection, espe-

‘cially against Japanese imports, The 209 duty on non-British
5 - - 3 T B o o
goods in 1930 was revised seveyal iimes, reaching 759 in 1933,

Now cloth |
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Exports: - The
(V1 1939-47 : Prosperity. Imports and Exports
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_period. During famines (1896-1900); of course, the growth was
not rapid, as there was less demand for gunny bags for export-
al products. But the rest of the period was one

ing agricultur
exports at higher prices.

.of great prosperity, due (o increased
Favourable factors and difficulties: There were two sets of
sfavcurable factors: one was the organization of the industry.

1t was most efficient and was a contrast to the position in the
hly localized, the mills were

.cotton mills. The industry was hig

far bigger, almost all of them had both spinning and weaving
.and the machinery was up-to-date. Though more than half the
shares were owned by Indians. the management was European.
The Association was well.-run and distributed seeds to farmers.

The other favourable factors were India’s monopoly in raw jute

and its nearness to the mills, absence of a cheaper, efficient

.substitute, low taxation and plenty of cheap Jabour. As a result

-the number of mills grew to 64 and the labour force o 2.16
Jakhs in the course of this period. Of course, there were diffi-
.culties too. They consisted in fluctuations in the jute crop (and
therefore in its price) and in the demand for the producis.

(Ivy 1914-29. (@) 1914-19 Huge profits : The War stren-
-pthened the position of the industry. On the one hand, wages
.did not rise, nor the price of raw jute, as ifs exports declined.
.On the other hand, the demand for jute manufactures increased

because of the wartime need for sandbags, grain
cloth, etc. Thus the industry made huge profits.
ed to 73 and the labour force grew

9 6 lakhs.

.considerably,
‘bags, gunny
The number of mills increas
from about 2.2 lakhs to nearly

(b) 1919-29. Crisis: After the War and the boom, how-
ever, the industry faced a crisis mainly because of worldwide
depression. There we Costs increased due

to rise in wages and s also
shortage of coal in 1919 and

re other causes also.
in the price of raw jute. There wa
1990, On the other hand,

hile there were New companies and pro-
jects for large extensiomns, which were inspired by high War
s agreed to work short-tume

profits. Tortunately, the companie
from 1919; and from 1921 to 1929 the mills worked only four

serious
War orders ceased, W
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‘recruited through ‘sirdars’, who thus obtained a financial hold

over them. They considered factory wor
their lives, mainly because of the unsatisfactory situation regard--

¢ a temporary. phase in:

ing housing, wages and working conditions. .- .

3. Cotton and Jute Indusiries : A Comparison

Sumularities : They are both textile industries and therefore
consumption industries, not basic or producers’ goads industries,.
and not giving rise to any other important industries. Being:
easy to establish, the textiles are generally among the firse
to start, and so it happened with these two in India in the
cearly 1850s. They, therefore, became our most important indus-
tries. Further, both are highly localised and both have spinning

and weaving in almost all mills.

Differences : But the differences: between the two are
greater still. The jute industry was in a better position than.
cotton in several respects, We had a monopoly of raw jute im
those days and there was more localization in the industry.
.The mills were far bigger, the machinery up-to-date and the
Association took joint action in the form of distribution of
seeds, ‘no expansion’ agreement and shorter working week. The
industry was managed by Europeans and was favoured with low-
taxation; while the cotton mills, which were mainly owned and
managed by Indians, had to put up with the excise duty from

1896 to 1926. Again the industry did not suffer so much during
famines and faced the Great Depression also better than the-
Bombay cotton industrv. Unlike cotton again, the jute industry
is mainly an export’ industry. Other’ uncertainties which jute
had to face were fluctuations in the crop and in the demand
for its products. A broad survey of the six periods reveals,
however, that the industry made rapid progress in all of them.
except during 1919-89. But in cotton, periods of rap_id g__rqwt_h..
.altema{tsd with those of slow development. :

4. The Iron and Steel Industry

.. Our two major textiles were enly consumption industries.
They were severely thandicapped by the absence of basic indus--
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and Continental exchanges. collapsed. Thus the price of steel
fell sharply and there were large imports. Special bounties
were, therefore, given in October 1924, for one year and addi-
tional bounties for two years in 1925, when the duties also
wete increased substantially.
Extensions : The Tata Company was the only important
producer of steel and, due to protection, it improved its
position after 1928, in spite of difficult conditions. In 1924 a
§fth blast furnace was installed and the capacity was now
9 lakh tons of pig iron. Other greater extensions followed.
In 1927-28 the Company produced 4 lakh tons of rolled steel.
“The extensions, combined with improved methods and lower
price of coal, reduced cOSts. In 1927 when protection was due
to -expire, it was extended for seven Yyears, with lower duties
on British steel, as the prices of British steel products were
steady. In that yeat, Rs. 50 lakhs were spent on new extensions,
which were to cost Rs. 3 crores and to take five or six years.

Variety of Products: Among the products were coke, coal
tar and ammonium sulphate (by-products of the coking of
«coal), sulphuric acd; -plates, tin bars, black sheets and steel
sleepers. Many allied industries were definitely established at
Jamshedpur, e.g. those producing railway wagons and engines,
agricultural implements, cables and wire products, tin plates
.and enamelled iron-ware. Most of them suffered during the
Depression and protection was, therefore, given to them.

Good Use of Protection: The seven-year protection was
due to expire in 1934; but it was renewed up to 1941, when
imports shrank heavily under wartime conditions. The industry
fully justified the protection granted to it and made remark-
able progress. Capacity was enlarged, processes improved and
costs lowered. The Tatas have also a fine record of labour
welfare activities and collective bargaining with the workers.
It was but fitting, therefore, that a 156 paise postage stamp was
jssued, bearing the photo of J. N. Tata and of the Tisco works
and carrying the legend ‘Golden Jubilee of India’s Iron and

Steel Industry, 1908-58."

(itiy The Indian Iron and Steel Co.: It has its works at
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has been recognised through the I10-paise postage stamp, which
carries the picture of an electric locomotive. 5

5. Coal-mining

Large amounts of coal are required by all these indus-
tries, particularly by the iron and steel industry. It is natural,
therefore, that coal-mining should develop aleng with them;
it was also heiped a good deal by railways, as we shall

presently see.
(I) 1860-80: Steady Progress. Imports: Coal-mining was
the only important mineral induostry in this period, during
which moedern methods were There was
steady progress in it due to two other developments alse. The
E. 1. Railway was opened and it meeded large quantities of
coal and also supplied cheap transport for it. Railways in
other parts, too, were rapidly extended. The other source of

demand was the cotton and jute mills, which were stayted

Cintroduced in it

in the 1850’s and grew rapidly in these two decades.

The Bengal coalfields were by far the most important,
so Western and Southern India were at a disadvantage. Their
needs could not vet be satisfied by internal production. Im-
ports from the U.K. were, therefore, substantial, increased
during the period and 709 of them were consumed by

Bombay Presidency. ;
(II) 188095 : Rapid Growth : There was rapid progress
after 1886, so that the number of coal-miners more than
doubled in this period, increasing from 20,000 to 45,000
in 1880-1894. A great handicap was heavy freights by both
vail and water, so imports increased in this period too.
Exports also began, but they were very small compared to the

imports. _
(II1y 1895-1914: Very Rapid Progress: Coal (and other

minerals) made rapid progress in this period also. Coal bene-
fitted, among other things, from wide use =" *~~ved machi-

nery by the mines and the growth of transport and factories.
The result was a growing excess of exports over imports. Indian
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down. The revival came in 1934 and 1957-39 was a peak pe-

riod.

(VD) 193947 : The War. Complications : The War led to:
industrial expansion and, therefore, to a rise in the demand
for coal. In fact a coal famine developed and prices shot up.
Production, however, fell because of labour shortage and so
Government had to control prices and regulate distribution.
To stimulate production, it offered a.production bonus and
concessions in depreciation and in the excess profits tax. These
measures, combined with the import of modern machinery, led
to a substantial increase in production which was 49 million

tons in 1945.

Summing up: To sum up, the progress of the industry
became faster with each succeeding period up to 1914; aiter

that it had changing fortunes.

Since 1947 : During the Five-Year Plans, output increased
from 38 million toms in 1955 to 54.5 in the Second Plan

(1956-61) and 70 in the Third. This was below targets i1

both cases, which was largely due to the failure of the Public
Sector, i.e. of the National Coal Development Corporation.

6. The Plantations

Features : After the mills and the mines we take up the
plantations, which were in fact the first type of modern indus~

try introduced in India. From the beginning they were purely
there were no labour laws for them and they had
er peculiarities of

European;
greater control over their workers. Oth

plantations were that they were p
major part of their products was for

portant being the tea
therefore, study the tea plantations in detail

with coffee.

tubber, but their importance was not at all comparable to that

of tea. s

artly agricultural and the
export, particularly 1~

exports both then and now. Let us,
and compare them

Of course there were others like indigo and
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-disastrously, due to increased production in Java and Sumatra—
.and 90 per cent of our tea was exported. Early in the Second

World War, again, tea suffered from the loss of markets on the

‘Continent, But when Japan entered the War against the

Allies, our competitors in the East could not export their tea
to the Allies; and India benefitted from this development.
After Imdependence tea remained one of our most inportant
exports and the Second Plan target of exporting 709, of the
production was duly achieved. Indeed, tea occupies a good
:second place among our exports. Its share of the total export
trade went up from about 10 per cent in 1936-37 to 15 per cent
in 1964, in spite of increase in costs after Independence. In
the middie '60s Ceylon became the greatest exporter of tea for
a while; but India has regained her first position. There is a
report today (7-6-68) that the two are to set up a jeint con-
sortium for marketing tea in selected areas.

Labour: During the speculation craze the demand for
‘Jabour increased; so coolies were brought from Bengal through
contractors, who benefitted a good deal from the system.
Imperfeét transport killed many on the way and the rest were
ill-treated, deceived about prospects and became virtual serfs.
The law allowed imprisonment for refusal to work and there
was illezal whipping. In 1870-1900 a slight improvement
occurred but the system of recruitment was still like ‘a vile
pest to society’; and the climate of Assam is unhealthy and
‘the workers were far from their homes. A realistic picture of
-these workers' condition can be seen in Mulk Raj Anand’s

novel “Two Leaves and a Bud’.

During the First World War, indus:;rial wages were not
‘increased in spite of the rise in the cost of living. The adverse
.effects were felt by workers in all industries, but the conditions
in tea were horrible; the very low standard of living was fur-
‘ther lowered. In some parts, the distress was so acute that
-many strikes and disturbances occurred, and in one locality
-there was a wholesale migration. Ultimately in 1932 the law
-gave the right to labourers to be sent back at employer’s cost;
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In 1985 Government passed an Act, levying a cess ton
help the industry. But exports continued falling. In 1950-31.
they were worth about Rs. 190 lakhs and in 195940 less than
Rs. 75 lakhs. The area under coffee fell from 2.6 lakh acres
in 190061 to 1.8 in 1938-39, Mysore claiming more than half
of the latter. Then came the War and the industry lost its.
most important markets on the Continent. An Act of 1943,
therefore, laid down that the crop was to be sold through the
Coffee Board's pool; this helped to maintain prices,

Thus tea enjoved almost continuous progress apart from:
a few short depressions: but the position of coffee worsened
almost continuously after 1888, except for the brief period wherz
Brazil had political troubles. The position of tea among our
exports, tco, was by far the more impressive. In 1936-37, for
example, tea accounted for about 109, of cur total exports, but
the share of coffec was less than hall a per cent; in 1864 the
were worth Rs. 127 crores and those of coffee
Rs. 14 crores only. The importance of tea to India has been
recognised in the issue of a postage stamp {(of 15 paise deno-
mination), with a girl plucking tea. The 4 paise stamp has

Labour: But the condition of labour on coffee planta-
tions was much better than in the case of tea. The workers
o came from nearby districts and were thus nearer home. The

: climate is not unhealthy and the law, too, was not so harsh.

7. The Sugar Industry

1860-1914 : Decline in 1890-1900 ¢ Till 18653 India was &
large exporter of sugar, but after that the position beca
gressively worse. The industry had a particularly bad time i
1890-1900. Imports had been rising steadily before this, coni-:

The industry i '
= ::Lrj- be.. F : ! e . :
ustry declined £y ing mainly from Mauritius and Java. But when beet sugar
tea, on the other A from Furope poured in, the price fell steeply. Over 180 small
factories in the U.P. and many in Bengal had to close down.

The area under cane also fell, due chielly to a rise in the prices.
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tion increased from about 1.2 lakh tons to 9.6 and imports
fell from 8.3 lakh tons to 2. Thus the position was completely

reversed.

193947 : War. Handicaps and Defects: During the
Second World War, transport difficulties created a sugar
famine; so sugar control was introduced. In 1947 India had 13%
sugar factories. She is now the largest sugar producer and the-
ipdus_try_is. second only to the cotton mills industry in impor--
tanice. Tt earned foreign exchange worth Rs. 23 crores in 1964,
compared to necarly Rs. 70 crores by the cotton textiles. Yet:
the industry suffers from several handicaps and defects, some
of them very old. The yield of sugarcane is very small and
hence its price is equally high. The crushing season lasts for
a brief period; and the efficiency in factories also is low due-
to defects in size, design and lay-out. Their location, too, is:
unsatisfactory : 757 of them are in the UP. and Bihar. la
Bihar, production is very large and consumption very low. I
Bombay and Madras, on the other hand, consumption is very
large and the output is small. Then again the agricultural and
manufacturing sides are separated and bye-products (like

bagasse and molasses) are not utilized.

The position today: The additional difficulties in recent.
years are the results of Government policy: heavy taxation,
wages fixed by it as well as the high price of cane. This keeps-
the costs at a high level, much higher than elsewhere. In 1967
sugar was partly de-controlled, so that consumers get a rationed’
quota at low prices and have to pay about 2.5 times as much:

3

for extra purchases.
Questions for Revision

QOutline briefly the history of the cotton (mills) industry in India:

between 1860 and 1947.
2. Bring out the principal developments in the history of the cottos
{mills) industry of India with rcference to localisation, per capita
consumption and exports and Iimports.
Narrate the history of the jute industry of India before Independence..
bringing out the factors that influenced its fortunes.
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Chapter VIl e

TOWNS AND POPULATION

Section I. Towns in India

The proportion of urban population in a country is an
dindex of its industrial position. Having studied almost all
«other problems of industrial development, let us now take up
.a survey of towns in India.

TypPE oF TownNs IN PRE-BriTisH INDIA

In pre-British days the urban population in India was
not more than ten per cent of the total. It was distributed
over three types of towns. The type of the town determined
its importance, change in it and also the nature of industries
in it. All this is brought out in Table & which we will study
NOowW, :

(I) Sacred Places: Sacred places (which included places
.of pilgrimage) were bound to be limited in number; they
.could not increase indefinitely. They would also have only
some types of industries, with a narrow range of products.
“These consisted generally of metalware—largely sacred vessels
made from brass, copper and bell metal. The famous examples
.of this type of towns were Banaras, Gaya, Puri and Allahabad
in the North, and Nasik and Madura in the South.

(II) Dynastic towns: The dynastic towns (or capital towns)
were either seats of Courts or capitals of Provinces. They in-
cluded Dacca, Murshidabad and Lucknow in the North, and
Paithan and Devgiri, Bijapur, Ahmednagar, Golconda and
“Tanjore in the South. They formed the most important and
‘numerous class of towns. They were numerous because there
was a large number of kingdoms. They were important be-
cause they had the patrons of the finer type of urban handi-
grafts—princes and noblemen, officers, bankers and merchant
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IREANIZATION UNDER THE BRITISH—ITS EXTENT AND GROWTH

1801-72 - In the beginning of the 19th century, India’s.
urban development was quite advanced, looking to the fact
that we had no organired industries—factories, plantations or
mines. The urban population was 9—10%, of the total, about.
that of France at the time. Between 1801 and 1872 (the year of
the first population census), there was a slight fall in this.
proportion; only port cities (like Calcutta, Bombay and Madras)
grew and, on the other hand, many capital towns- decayed.

Thus there was industrial stagnation.

1859.1961 ©+ The urban population at later censuses- is.
shown -in the table. This reveals that the proportion of urban.
population grew . very slowly up fo 1941; only in 1941-51 is
there any notable rise in urbanization, due to industrial growth .

during the Second World War. In France by this time the-
urban population was 5297, and in the U.K. about 809%.

Percentage of urban population

e to total population
1801 : ' 9-10

1872 8.7

1921 10.2

1931 ' . 12

1941 _ _ ‘14

1951 17.3

1961 17.8

GrowTs oF Crmis.aT THE CosT OF TOWNS
. One adverse feature of urban development was the growth:
of cities at the cost of smaller towns. In 1951-41, for. example,
the population in cities grew by 807, compared to 159,
the whole country’s population; in ‘the same decade, total
urban population increased from 129, of total population to-

for-
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(1) Trade routes: The same broad forces worked on

both the sides. Trade routes, for instance, helped the growth
.of towns and also brought about the decay of old towns.

Railways are a common factor under this heading. They in-

creased trade and thus created new towns and enlarged old

ones. But they also left :}side old towns, like Mirzapur, Sau-

.gor, Patna and Ferozpur, and thus contributed to their decay.

The other new, favourable trade route was the shipping
youte, Through it, Rangoon became an important port for the
export of rice and Karachi for wheat. The former developed
industries later. On the other hand, change in a river’s course
affected old towns adversely, as in the case of the Irrawaddy
in Upper Burma and the Ganges in Lower Bengal.

(2) Industries: The other force which had permanent
effects was the growth or decay of industries. It is the most
important factor elsewhere, in the development of new towns
or the expansion of the old. Not so in India, where there
were very few creations of factory industry. ‘The examples of
these are Jamshedpur, Ahmedabad and a few jute towns in
Bengal. On the other hand, the decline of urban handicrafts
in India was a very powerful force bringing about a decay of
old towns. Its influence was greater than that of trade routes,
which promoted or hindered the growth of towns. When the
British annexed native kingdoms, the urban handicrafts re-
ceived a severe blow and a host of dynastic towns crumbled
away. The wellknown instances of this process include
Mandalay (in Burma), Paithan (in Maharashtra) and Malda,
Santipur and Murshdabad in Bengal.

(8) Natural calamities: Famines, ctc.: Unlike these two
factors, natural calamities had only a temporary effect. Famine,
that curse of Indian agriculture right upto 1900, helped urbani-
sation. The national unemployment during a famine drove
people to towns in search of work. But the effect was tempo-
vary, except where permanent jobs were available. Anyway
irrigation and the improvement of transport and famine relief
changed the whole position regarding famines and that was a

A A e 8
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Thus from 1921 there was a constant and rapid growth.
Before that it was slow and irregular, largely as a result of
: Thus urban growth und : famines which killed large numbers directly; many others lost
{ ns df.'cayeiiersézfe British W vitality and therefore died of epidemic_ or disease. During two

y port cities, such decades the population fell, that is, the number of deaths

towns and ¢ at the
he €Xpen :
Te \were only a few industria] ptoviis Sl 4 was greater than that of births.
Having ¢j :
is ! 5
POpuIationg i ;:Sts\ed One aspect of the history of : - In the first six decades (ie. up to 1931}, fast and slow
. a7 now take up the others Y of Indias growth (or decline) alternated. We see here a rhythm, deter-
i mined almost entirely by famines. It corresponded, therefore,

to the rhythm of prosperity and adversity in agriculture, which
also influenced the other sectors of the economy, as the vast
- majority lived on agriculture. Even in recent years, the
famines of 1065-67 have had such an effect on the entire

€conomy.

Size: By 1951 the total population became 36 crores
(44 crores by 1961 and 50 crores in August 1966), which was
second only to Chinas. It was 159, of world population,
while our ‘area is only 2%, of the world’s ie. our density of
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Density closcly. : shortage of women, especially in towns. This is partly due to

the fact that more males are born—a fact peculiar to India.
Another reason is as follows: in other countries, more males.
die after the agse of 12 than females, while in India there is a
righ death rate among vyoung mothers. This shortage of
women, together with the ban on re-marriage of widows among
‘higher’ castes, creates an important social problem. It is.
worse in cities, where there are housing difficulties and high
cost of living and, thercfore, a still smaller proportien i
women. The sex ratio was 940 for the whole country in 1961.

Expectation of life: Average expectation of life at birth
has been steadily increasing since 1931, when it was 27. This
is due to improvement in public health and sanitation mea-
sures., It was 32 in 1951 (42 ip 195661 and 50 in 1966}, com-
pared to more than 66 in the U.K. and the US.A. In fact the
expectation of life in India is one of the lowest in the world,
a result of high death rate, which in turn was caused by
poverty and low standard of living. The death rate was parti-
cularly hich among infants and yvoung mothers. This leads us.
to the study of death rate and birth rale.

Birth Rate and Death Rate: In 1881-1935, the birth rate
in the U.K. fell from 32.5 per 1000 to i3.5 and in Germany
from 37 to 16. But in India it was 45 or more up to 1940 and
40 in 1941.50. The reasons for this high rate are: marriage
is universal, early marriage is common and the vast majority
were too ignorant, poor and prejudiced to use birth-control
devices. The birth rate rose to 44 in 1950-60.

On the other hand, death rate has been falling steadily
from 48.6 per 1000 in 191120 and was only 27.4 in 1940-50
(22 in 1950-60 and 16—17 in 1967) . The resultis a rapid growth
of population. Of course, the fall in the death rate is good
in itself, as it means that people live longer. This fall has been
brought about by the improvement in public health and
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‘sanitation measures; for example, malaria is almost eliminated,
‘thus preventing one million deaths a year. In spite of this
decline, death rate in India remained twice zs high as the
‘rate in advanced countries,

High Infant Mortality :  If we break up the death rate,
we discover that the very largely, to high
-death rate among infants and Young mothers. Infant mortality
in India is among the highest in the world, Only some decad
‘ago, 209 of infants died before the age of o
‘total deaths w

ere due to this infant mortality. The situation,
though better, is stll bad enough and
factors:

results from several
low vitality of mothers who have married early, lack
of milk and even of sufficient food, resulting from poverty;
absence of broper care of babies; ignorance: and congestion
in the cities,

high rate is due,

€5

ne and 209, of -

where infant mortality

Is very high indeed. Our
infant mortality is about 90 per 1,
while in advanced countries it is on]

000 live births per year,
y 2025

Deaths emong young mothers: The death rate
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malnutrition apg excessive pregnancy.
A woman’s life is held cheap in India even by women them-
selves. Maternal mortal;

ty in India is around 8 per 1,000
; while in the richer countries it is ahout 2.
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The Popnlation Exgplosion, a2 Menace
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Chandrasekhar, an eminent

Government Policy : Dr. S.
f the Ministry concerned early

population expert, took charge O
in 1967. He is tackling the probism energetically and on many
fronts. He launched 2 vigorous programme of mass motivation
and of implementing the cafetaria approach. Under 'the latier
all scientific methods, of checking birth rate, are offered to the
public. '
The Loop: The intra-uterine contraceptive device
Lippes’ loop—for women 1s however an ideal

(IUCD) —or Dr.
ptive, a mMOst powerful weapon, for several reasons. It

contrd

is highly effective and therefore reliable. It i

able because it 18 simple, not time-consuming—the insertion

takes 3—B minutes only, harmless—it is non-irritant, very cheap

—costs 25 paise only, a one-shot treatment—can be retained for

a long time. In this it is like sterilization; but unlike the latter
d for spacing babies and can be

it is reversible, can be use
it is manufactured in India in sufficient

s equally accept-

made easily available:
quantities.

Prophylactics : Prophylactics (preventive devices) are the
mong the conventional contraceptives, they have
he rural areas. The demand this
oduction is only

most popular a
found a great acceptance in t
ly to be 200 million, but the p
therefore, establishing 2 factory
in Kerala, w n a vear. And there are

already expansion plans to double it. Private upits are also
i expan'ding capacity to produce 112 million a year. All conven-
tional .contraceptives are supplied free; so also services, like
rtions and sterilization—and compensation is paid for

year was like
6070 million. Government 18,
ith a capacity of 144 millio

loop inse
bus fare etc.
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ogramme has come of age. it.

' Thus “after 16 years the pr
supported and.

is now well-staffed, mass-hased, politically

adequately financed.”™

a1 difficulties other

The Difficulties : No doubt there are st
d communica-

than finance. They are inadequate transport amn
tions, illiteracy and poverty, insufficiency of coniraceptives and.
trained staff—doctors, nurses, mass contact personne], etc. This.
e greatest difficulty. For instance, Indian womsem:

last is the singl
doctors, who are not forth-

prefer loop insertion by women
coming, in sufficient numbers, for this work. 0Old beliefs ang

prejudices are, however, no longer serious obstacles: Many
surveys have revealed that two-thirds of the people are in favour
of birth control, for economic and health reasons.

ervatism’ and illiteracy have not come
olution. So too with family:
tch its Agricultural Revolur-
f it does, it will be =

The farmers’ ‘cons
in the way of the Agricultural Rev
planning. India has somehow to 1ma
tion with a “Population Revolution”.
triumph without paraiiel in man's history.

Other Proposals: Raising the marriage age : There is ong”
ars by which a gitl’s marriage 1§
postponed. Today the law allows a girl to marry at 15, This!
-age should be raised by 9. % years—of course the big problem-
here is enforcement of the law. This raises another probiem:
what are the girls to do in the meantime, since only primary’
education is available in most of the villages? Well, they—as-
well as the boys—can be made to do for a year some national
work, which will also be good training for them. There is any’
amount of work to be done: in adult literacy, building schools,
This does not necessarily require a 1ot
jieve and of organization-

child less for every 25 ye

hospitals, roads....
of money, it is a question of will to ach

3. S. Sunder Rajan i
This, the article by V. 8. Nanda in the July
by Dr. 8. Chandrasckhar in the ‘Times of India’ on 93-6-1967 are the

a ‘Finance and Development’, December 1867
1968 issue of “Span’ and thal

chief sources used for much of the material.
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Relaxing Eega;? vestrictions on Abortion : In Japan this led
to a great fall in the birth rate after 1945. It would also elimi-
nate the abortions by quacks, which result in deaths of (or
permaneng injury to) thousands of Wwomen cvery vear. The Law
Department at the Centre has drafted 2 Bill for the purpose.,

KRemarks - Looking to the magnitude of the problem,
Government targets are not too ambitious, And the position
will become worse before it becomes better. Economic develop-
ment will rajse the standard of living: that, and the improve-
ment in medical and sanitation facilities, will reduce the death
rate further. The problem thus will become more acute. Even
to stabilise the population, therefore, we will have to reduce
the birth rate to, say, 20 per thousand, in the next 10—12 vears,
To achieve this, we Hust create an awareness of the need for
family planning and then its acceptance and continuation,
especially in the villages. For this burpaose we must take ad.
1fai1t3ge of all Occasions—fairs, cattle shows, marketing trips,

The next problem will be to see that contraceptives become
readily available o all, at nominal prices (with z heavy sub-
sidy), near their homes. This wil involve their largescale
production within the country—and 2 huge network (o distri-
bute them, through all possible channels, In the meantime

£

sterilization facilifies should he vastly extended, Of some 90

million couples in the reproductive group, about 56 million
have three or more children each. These should be persuaded
O go for sterilization. The remaining couples should space
their families ang bostpone the arrival of babies by two or
three vears. To bring pfesst’rre on all these couples, we must
withdraw concessions like paid maternity leave, ang other
maternity benefits. bevond 2—3 children. To induce them to
accept sterilization, they must be paid, say Rs. 20—380 cach.
Maharashtra s doing both these things,

« It could be said unti recenily that “the failure on the
food front s the failure of the administration". Let that not
happen on (he ‘Population front”, We have gor to win this

‘pattle. We ca
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peTALs oF LABOUR LEGISLATION
(D Working Cesaﬁiiisas——i?acteﬁes

Factory Acts: As 1n other countries the horrible condi-
tions of work in factories were naturally the first to attract
sttention. They are also the easiest to improve. During the first
four decades, therefore, there Were four Factory Acts and they
were the only important laws in that period. The details are
piven in Table 12, so here we will only look at some notable
features of the laws. ;

Hours of work. Children : The 1881 Act was of a very
zlementary character. It fixed 7 as the minimum age for a
child to be employed; and up to the age of 12, the maximum-
haours of work were to be O per day. The 2ages were gradually
raised, and the hours Wwerc reduced, by later Tactory Acts.
The final result was: in 7881, a child of T7-12 could work 9
hours a day; in 1934 a child below 12 could not ‘be employed
at all and a child of 12-15 could work for b hours only. In
sy tor chiidren were vaised to 14-18; and the hours

reduced to 43

The Second Act (1891) laid down, for the first

‘Women :
omen—at 11 per day in peren-

time, the maximum hours for w
nial factories, i.e. in those working throughout the year, not
for a season only. BY 1946, through several Acts, the hours in

perennial factories were eradually reduced to 9 per day for



158

“Economic Hi
§ ?i{, o = ~ f o F e}
History of India under the Britisk
4 S S e Filisre

a” &du‘t LE i() Men 3.150 cl!l.i 48 LG, !} i y
S ( = ¥ ) pGI" W eff]\ 1€ 8 L a
A% St E R ;1 K ol p imilL {
()I(\l} arx Eyla exrage l he 1 q\ i \Ct IISO {Oh..'lbltcd el 0’}1 WO (i G
i i coblil  LITC 9‘)1 _‘LC £ {01" Chl_LTCn 11 o l\
W e H{i 1 I 1 £150.

ﬂ(,fpw a Th ERE
Men : The Third Ac
maxim rd Act {1911) fixed, for tI frst t1
b num hours of adul : = 1e first time, the
to be 12 per d adult males in textile mills. They were
Geiia ay, one more than for women from 18;9;&“6
T en were pit : % 2l :
hours were also fixed put on a par with women and wne’lln
 fixed—at 6 1 eeuiy
L h;d qi, 60. There was reduction in both T'li:
z = e ol ER AT
ot 9 per day and 48 per week i :
tories. Alie Wee t - i
also fi d‘*[LLr Independence, hours in seasoen lz; 2 i
: o - : sgascna oot Or :
ixed at 9 and 48 in the vear 1948 % Rse e

Summz p. ! LR maxiimum ].].0 ur f WOrk wmi n'l
?23 (24 1 »
L OUS INEXiImt 5 0O ¥ vere f
i 1XE

and progressiv

t ressively r

. Iv reduced, first for children, then f

- ally for m 1 . then for wome

sion ien also. There was a similar locic 1“0’1"11
i Jgical exten-

with reeard ¢ 3
N & 1 to other working aro
S 5 i OTKING conlill ‘I ;
ns) , inspection and coverage 0; fact I {(‘welfare’ provi-
& actories. '
T T ot
7 Welfare’ provisions: In 1881 the
visions relati ' e ‘welf
ol : 1o ‘welfare’ nr
They werc‘ o :10 the health, safety and welfa : Edre o
They were introduced in 1 icliare of worl
day, rest periLod C.Ed i '_891 and provided for a we I:;‘?Yﬂei‘?»
more eflecti ds, ventilation, cleanliness etc. Th il
Tective with e 5 . ilhese
and 1934. This I --the ad .OE 1911 and were extended 'becamc
b wﬁ(h._i. ast Act laid down higher payme d in 1922
AL - o £ : B
S became double the usual rate in ]q_I;t e on
:; i1days “_'i- S 3 i 3§l b R s ’6. QA
ot S Lhi pay were introduced in perennial fIn 1946
L, = 1a 1
S i year : or adults and 14 for children. I lggtorkss
= : raised to 15 : . An 8. the
b, precise sta x e
standards re :
regarding welf
fare

provisions lai
id ;
officers appoi down, many new ones intr
rs appointed. ntroduced and welfare

Inspection :
HELION B 1 7 oy
e 1; I‘actor}_r\cts are not effective £y
Sihed iibugt k,ht 1erefore, introduced, first in 180 without
rough the next s in 1891 and i
; two A and 1m-
was left to cts. But th S :
: the States and hence there was n‘: a[?;nmmmﬂon
uniformity.

Scope : The s
7 cope of the laws w
new Act up to 1 vs was also extend i
922. The 1881 Act covered Oﬂiyefh‘:lth every
: S€ - peren-

Labour Pro blems 15%

nial factories which employed at least 100 persons each and

used mechanical pOwWer. The Act of 1891 applied even to fac
tories with 50 workers OF mmore; in 1911 seasonal factories alse
the law; in 1022 units with 20 labourers each

came under
also railway workshops. and in 1948, those

were covered, 2s
with 10 cach.

The details of post-'Independene:ﬁ laws have been added.

to the tables.
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these, too, were fixed at 60 per week for those doing continu-
ous work, the same as in factories and mines at that time.
There were also provisions regarding intermittent work, week-
Iy rest and overtime. The Rajadhyaksha Award of 1946 put rail-
waymen on the same footing as factory workers (under the
1946 Act). The hours for continuous work were to be 54 per
week, and there was provision for helidays with pay etc.

The Plantstions

1932 : Labour on the plantations had no such protection
under the British—the planters were British. But in 1932, under
the Tea District Emigrant Labour Act, local Governments in
Assam were given control over recruitment, which was to be
licensed. The emigrant worker chtained the right of repatria-
tion after three years, at the cost of employer; and before
that period in case of dismissal, failure of health etc. and as-
sault by employver or his agent. A comprehensive Act was
passed in 1951 to protect plantation labour.

1951, Comprehensive Act: The Act covers not only the
notorious tea plantations, but also the less impc;rtant
coffee, rubber and cinchona. It fixes the maximum weekly
hours at 34 for adults and 40 for children—that is, cne hour
more per day for adults than in the factories since 1948; but
then work on the plantations is mainly agricultural and, there-
fore, in the open. As in the mines, women are not to work
at night—nor children. There is to be a halfhour recess after
every five hours’ work and, of course, a weekly holiday. One
defect of the first Factory Act is avoided and inspection is

provided in this first plantation Act. Similarly, unlike the

Factory Act of 1881, provisions to safeguard the health and
welfare of the recruits are also included.

As the plantations are f{ar from urban centres, housing is
their special problem; and that too is covered by the Act
: . it .‘ ; - * s .
As 1:’_1 factories etc., there are to be paid holidays: about 13
per year for the adults and 20 for the children. Lastly, the
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Act also provides for sickness and maternity benefits; the

E.S.I Act had provided the former for factory workers in 1948.
How to use the Table: We have thus seen briefly the

.evolution of each type of provisions in the Acts. While using

the table, readers are advised to study each Act as a whole

.also, and to compare it with the previous Act in the same in-

dustry—and also with Acts in the other industries, e.g. to
compare the Factory, Mines and Railways Acts in opﬂratlon

‘at the same time at different stages. As the details of post-

1947 Acts are now added, they can also use the table for a

-study of ‘Indian Economic Problems’.

(II) Social Insuramce
This was the field next covered by labour laws. Here

-the worker is insured against certain contingencies (or ‘risks’)
.of life like accident, maternity, sickness, old age and unem-

ployment. This is done by society, through the Government,
as the labourer is too poor to do it by himself. It is also in
the interests of society, and of employers particularly, as it
gives the worker security and freedom from worry and, there-
fore, makes him contented and more efficient.

(1) Accident

Three factors determined compensation: The first pro-
‘blem to attract attention in this field was accident in the fac
tory and the resulting injury to (or death of) the worker.
“The Workmen’s Compensation Act of 1923 fixed compensa-
tion for such mishaps. The details are given in Table 13, but
in general the payment depended on three factors. The first
was the wage of the worker: the compensation was fixed at
so many months’ wages and there were also maximum limits.
-Another consideration was the nature of the injury—whether
it was fatal, permanent or temporary. The last factor was
ithe worker’s status as adult or minor.

Type of injury: The sum was larger for permanent in-
juries than for the fatal, as the worker himself bad to be

{Ray
5
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supported in the former case. This was particularly so in the
case of minors, who (being younger) are expected to live
longer. In fact, the compensation for fatal accident to =z
minor is very small, as his wage would be very small and as
he is not generally the bread-winner of the family. For a tem-
porary injury, an adult received half the wage. But a minor
was given a larger portion, two-thirds, of his wage as his.
wage would be lower than an adult’s. There was a ten days™
‘waiting period’—later reduced to seven—after which the pay-
ment started, so as to discourage carelessness ete.

Amendment of 1933: In 1933 the maximum compensa--
tion was raised substantially. There were two exceptions, beoth
with regard to minors; the amocunt for fatal injury remained
at the fixed sum of Rs. 200, and that for permanent injury
also became a fixed sum of Rs. 1200, instead of 84 months”
wages or a maximum of Rs. 3500, This reduction in the
maximum sum for minors is the only case of decrease in com-
pensation in 1933,

Scope and defects : Occupational diseases were also cover-
ed and all organized industries came under the Act by 1933.
But only manual workers, earning up to Rs. 400 per month,.
were to receive the benefits. The liability was the emplovers,.
workers paid no contributions. One serious defect was that
there was no provision for settling claims outside the court,
s0 the procedure was lengthy and costly. There was no sepa-
rate machinery for administering the Act. Nor was there pro-
vision for medical aid,

(2) Maternity
The next ‘risk’ covered was maternity. The I. L. O. passed’
a convention on maternity benefits in 1919, but the Govern.
ment of India provided for them (in coal mines) only in-
1941, under the stress of war. But meanwhile several Provinces.
and Native States had taken up the matter. Bombay gave the
lead in 1929, and by 1948 15 out of 28 regions had such laws..
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They covered all manual workers in factories, mines and
plantations. Female workers received, in the majority of cases,
half a rupee per day for eight weeks each—for about four weeks.
before, and four weeks after, the delivery of the baby. Of course
they were not to work anywhere during these eight weeks. To
qualify for the benefit, they must have been working in the
factory etc. for six to nine months, the qualifying period. As
in the case of accident the liability was the employer’s; there
were to be no contributions from the workers. In both, again,
there was no provision for medical aid.

Mines, Central Act, 1941 : As there was no Central Act
on the subject, the standards varied "as between different Te-
gions. This was avoided in the case of mines, for which a
Central law was passed in 1941. Here the benefits were gran-
ted for the same period (eight weeks), but the cash payment
was Rs. 0.75 per day. There was also provision for free medi-
cal treatment, creches for the babies and additional rest im-
tervals [or the mothers—and the qualifying period was only six:
months’ service. Thus the Act was more favourable, in several
respects, than the other maternity benefit laws; and as in
| theit case, the liability was entirely the employers.

One defect of all these laws was that there was no special
machinery for enforcing them. Officers with different types
of other work were to administer these Acts also; and they had
little time for this, their subsidiary work. Again, the ‘risks’

_ of sickness, old age and retrenchment or lay-off were not yet
!_ covered; that was done in the half a dozen years after Inde-
[ pendence.

| . A comparative idea of these preIndependence laws is

given in Table 14, which has been extended to cover the Acts
' passed after 1947. For the same purpose, Table I5 has been
:: added. to describe laws covering old age and unemployment.

Labour legislation relating to industrial disputes (and

' trade unions) is described in the next Section.
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(III) INDUSTRIAL RELATIONS
Industrial Disputes and Trade Unions

The Problem of Disputes: its importance : Industrial dis-
putes (strikes and lock-outs) have harmful effects on all con-
cerned. The workers lose so many working days and there-
fore wages for those days. The employers suffer from loss in
proeduction and in profits. The consumers may have to face
a shortage of goods and higher prices and the Government
would lose tax income. There is a further harvest of ill-will
and bitterness between labour and capital and, sometimes,
vielence and damage to property.

History of Industrial Dz'spute.s'.

(I) Before the War: Before 1914 the strikes were few,
gporadic and not wellorganized, as there were few trade
unions. There was also no class consciousness among workers,
nor desire to oppose their employers.

{II) The War and after. Change in the position: Then
€ame a new era, as in the case of other problems. Strikes in-
creased, became longer and were well-organized by trade
unions. The labourers became classconscious and opposed
their employers. During the War and the post-War boom,
profits and prices rose, but wages lagged behind. In the depres-
sion of 1920-22, again, wages were cut or bonuses stopped;
and workers were dismissed because of bad trade or rationa-
‘lization. As a result the strike became a common weapon with
the working class.

During the post-war boom, industrialists did not want
to lose many working days. Besides, as wages had lagged much
behind prices, there was a large margin for increasing the
former. Strikes were, therefore, short and successful. But when
the boom gave place to the depression, there was a steady
fall in the number of strikes and an increase in their length
and in the proportion of unsuccessful strikes. In 1923 started
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the reverse movement of fight against wage-cuts. For some
vears strikes became fewer and fewer.

(III) 1929-37. The Great Depression :  Several factors =
When the Depression began in 1929, the vast mass of un-
employment made the position of workers utterly hopeless.
As a result the number and intensity of strikes began falling..
There were other causes also for this change: the failure of
the general strike of 1929; split in the trade union organiza-
tion; jailing of many extremist leaders. Besides, the hopes
raised by the Royal Commission on Labour (1980-31) were
partly realised. Lastly, there was the Trade Disputes Concili-
ation Act of 1954 in Bombay. Under it the labour officers heard
about 3600 cases in 193537, of which 2900 (i.e. 80%) were
decided in favour of workers.

(IVy 1937-39. Trade Revival and Popular Ministries :
Revival of strikes: By 1937 industry had revived from the
Great Depression and was making more profits. There was also
communist activity. Further, labour hoped for great things.
from the popular ministries in the Provinces. All this led to
a renewal of strikes, there were demands for withdrawing
wage-cuts and even for paying higher wages.

(V) 1939-45. War. Many Developments : The War brought
about many developments. Because of the need for all-out
production, there was much more employment and a larger
labour force. Then there was the steep rise in prices, but not

in wages, and scarcity of the necessaries of life. These result--

ed in the demand for dearness allowance and threats of
strikes, The ‘Quit India’ movement against British rule was.
launched in 1942, Government, therefore, set up enquiry
bodies or conciliation boards and later the dearness allowance-
was linked with the cost of living. Because of strikes, Govern-
ment assumed emergency powers; strikes and lock-outs were
prohibited: instead, there was to be compulsory conciliation
or adjudication. Government could also fix the terms of em-
plovment.
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Change in Government’s attitude : The need for increased
wroduction, and the ‘Quit India’ movement, changed the atti-
tude of Government. For the first time, joint consultation was
itntroduced; the first Tripartite Labour Conference was held in
1942, Several welfare measures were also undertaken, viz. works
The next important cause related to personnel: appointment,
‘committecs, canteens, recreation, welfare funds and grains at
-cheap rates. A Labour Investigation Committee was appointed
in 1944. Finally, some laws were passed like those providing
for paid holidays and for maternity benefits in mines (1941).

Causes AND RESULTS OF DISPUTES

Wages, Personnel: By far the most important cause of
disputes was wages. Between 1921 and 1938, for example, this
was the cause in half the disputes. In 1939-47 this factor ac-
counted for 44%, of the disputes and bonus explained 8.
The next important cause related to personnel: appointment,
promotion, victimisation and dismissal of men etc. It was res-
ponsible for 219, of the disputes in 1921-38 and 15.69%,
1939-47.

Rrsvrrs oF DISPUTES, 1N PERCENTAGES

: f Partially
Period | Successful | o

Unsuccessful
. . suacessful |
| | =
1921-38 | 16 [ | 61
|
193947 18 22 f 44

The rest were indefinite. Thus too many disputes were
unsuccessful. This indicates tremendous waste and it shows
the need for better industrial relations and for a proper or-
ganization of labour into trade unions. But even when a strike
succeeds, there is a loss of man-days.

Man-days lost: The extent of disputes at any date can
be measured by the number of man-days lost. This is obtained,

b

s

}:__,..__
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for each strike (or lock-out), by multiplying .'d.lc number of
amen on strike by the number of days the strike lasts. :I‘he
following figures confirm the history of disputes as described

above.
|
; ] Man-days lost | Factors accounting for
Year | _in lakhs | Change
i

1921 70 Boom after War.
1932 19 —The Great Depression.
1938 92 —Trade revival, Provl. Auto.
1944 34.5 —War, special measures.
1946 127.2 War over, Defence of India
1947 165.6 rules withdrawn.
1948 784 Special measures.

Thus, during the boom after the First World War, we
find a good deal of disputes. They declined in the depression
which followed and fell very low during the Great Depres-
sion. There was a revival when trade revived and the popular
ministries took charge in 1987; and a fall under the special

conditions and the measures undertaken by Government in’

the Second World War. In the two years after that War
(when the rules under the Defence of India Act were no long-
er in force), the disputes reached record figures and so special
measures had again to be taken, as described in the next sec-
tion. The section also gives a table on man-days lost in each
year between 1944 and 1949.

Legislation on Industrial Disputes
(1) Central Act. The Trade Disputes Act, 1929 ;. The aim
of this law was to settle disputes by force of public opinion, as
in the UK. The cause of the dispute was to be made clear and
discussed by an impartial authority. For this purpose Govern-
ment could appoint a Court of Inquiry, which would only in-
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vestigate into the matter and report on it. Or it could appoint

a Board of Conciliation—if both the parties demanded it. The

. Board would try to settle the dispute; if it could not, its report
would be published.

In public utility services, both the parties. must give 14

days’ notice before declaring a strike or a lock-out. Two kinds
of strikes were illegal: sympathetic strikes and ‘coercive’ strikes,.
ie. those causing severe hardship to the public, for compelling:

Government to favour the strikers.

The Act had little success. In 1929-36 it was used only 5
times, though more than 1200 disputes occurred in the period..

The Bombay Act of 1984 was far more successful.

(2) The Bombay Trade Disputes Conciliation Act, 1934
It applied to cotton textiles in Bombay city and suburbs, As
the name suggests, it provided, not for enquiry or arbitration
or adjudication, but for conciliation only. Government concili-
ators could start conciliation on their own, when a dispute

occurred or was only expected. (Compare the Central Act of

1929 above)) And a Government Labour Officer would look
after the interests of labour and promote closer contact between

employers and workers. It was claimed that the Act practically:

removed industrial strife from Bombay city for three years;
about 3600 cases were heard, of which 2900 (i.e. 809%,) were:
decided in favour of workers.

(3) The Bombay Indusirial Disputes Act, 1938. Concilia~
tion and arbitration: This (B. . D.) Act was applicable to
cotton textiles in the whole province. Under the Act employ-
€rs were to submit standing orders relating to the working of
the factory. The party demanding a change in them must notify
the other party and Government. If there was disagreement,
conciliation must be tried; and if that failed, the parties were-
free to follow their own methods. But conciliation was not com-
pulsory where the parties agreed on arbitration. The award of
the arbitrator was binding on the two parties, -

-

_ mote small, “company unions” at the cost of
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Representation of Labour: There were elaborate provi-
sions for the representation of labour at these proceedings. A
‘registered union’ need have only 5% membership, if it was
recognised by the employer; otherwise, 259%,. The latter was
corsidered too high even for the West, and the former gave
too much importance to employer’s recognition. It would pro-
much larger,
genuine unions.

Illegal strikes: Those strikes and lock-outs were illegal,
which were undertaken without notice, or before the end of
conciliation, or two months after it was over. The underlying
ideas were: avoidance of hasty, sudden strikes; clarification of
jssues; securing the goodwill of the public; and reducing the
great proportion of unsuccessful strikes.

(#) The Second World War: During the War, the Gov-
ernment of India issued notifications in 1942 and 1943 under
the Defence of India Rules, for-restraining strikes and lock-

outs. Government could prohibit them, order conciliation or

adjudication and fix conditions of employment; similar powers-
were given to the Provinces also. Further, 14 days’ notice was
required before a strike or lock-out. These Rules were in force
till September, 1946,

(5) After the War: But their working had convinced
Government that they were very useful, especially as industrial’
unrest was increasing, due to the stress of post-War industrial
adjustment. This is brought out by the number of man-days.

lost.

Year ': Man-days lost, in lakhs
1944 54.5
1945 331
1946 127.2
1947 165.6
1948 78.4
1949 _ 66.0
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% A second Central Act, therefore, replaced the Act of 1929,
le‘e the B. I. D. Act of 1938, it is a very complicated law; and
-as in the case of the former we will simplify it.

(6) Industrial Dispules Act, 1947 (Central Act)y. Two

“few bodies: It retains most of the provisions of 1929, but in-
troduces two new bodies: first, Works Committees consis-tin_g
-of representatives of labour and capital, in every unit with at
%east 100 workers each. They are to remove causes of friction
-in tI_le day-to-day working of the unit and to promote good
‘relations between the parties. The second is Industrial Tribu-
-flals. They may be approached if both parties desire that or
zf. the Government thinks it necessary. The award would be
‘binding up to a maximum of one year.

-Conciliatz'on.: It is compulsory in public utilities and
--.op-tmn_al for other industries. The settlement is binding for at
least six months and either party must give two m'onthst: notice
to cancel it. One improvement introduced by the Act is per-
“Tanent Conciliation Officers. Strikes and lock-outs are pro-
hibited during conciliation or adjudication.

The Result: These last two measures, along with others

helped in reducing strikes, as seen in the table on man-days

](;si; they fell to half. The awards fixed, and raised wages in
a mo?t' all the major industries and also improved working
-conditions. o

(7) The Bombay Industrial Relations Act, 1947, replaced
the‘ B. I. D. Act of 1938. Its aims are to settle disputes more
-quickly and efficiently and to encourage labour to organize it-
:sel‘f._Under the Act ‘approved’ trade unions have substantial
prlvllegeis,‘ in return for certain obligations. They must first
fry conciliation; if it fails, they must go for arbitration; and
¢nly then can they resort to strikes—and that too onl , if a
‘majority of members vote for it. o

: hl;f)r .the first time in India, labour courts were to be
established, to get quick and impartial decisions on illegal
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etc. Joint Committees were also

changes in standing orders, :
mber of representatives of both

to be set up with equal nu
sides in the various occupations and factories.

(8) Madhya Pradesh, 1947 : This Act has the same basic
features as the Bombay Act of the same year, but it is much
It provides for the compulsory framing
days’ notice by either party desir-
Industrial Courts and

less comprehensive.
of standing orders, fourteen
ing a change, conciliation, arbitration,

Labcur Officers.

(9) Uttar Pradesh, 1947 : Unlike the last two measures,
this U.P. Act contains no complex provisions. It did not
create special classes of unions, nor set up a chain of agencies
for conciliagion and arbitration. It gave Government pOWer
to prohibit strikes and lock-outs, to refer disputes to concilia-

tion or adjudication and to exercise control over public

atilities.

Thus in 1947, in addition to the complicated Act by the
{Central Government, three of the Provinces also adopted laws
©on the subject. Of these, Bombay maintained its tradition of
complexity, introduced by the B. L D. Act of 1938.

Later figures: ‘India 1966’ and ‘India 1967 give later
figures. They show that, in general, the position remained
more or less the same in recent years as during 1948 and 1949,
the two ‘good vears” following the previous two ‘bad years’
(1946 and 1947).

. No. of Workers involvedl Man-days lost
i disputes —in lakhs —in lakhs

!
1957 | 1630 | 889 64.29
1964 | 2151 10.03 77.25

| i -
1965 | 1885 | 991 g 64.70
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a1l over India. Later, the Trade Unions Act (1926) protected

the unions and raised their status.
(I11) 7921.36: Difficult period: But when the post-War
acute difficulties and later
the Great Depression kept it inactive till 1935. Other factors
added to the troubles of unions. From 1995 to 1929 there
was a conflict between the rightist and leftist leaders, the
latter introducing communist politics 1n trade unions. In
1929 there was a split, which was not ended till 1938. In the
meantime, other tival organizations had sprung up. Thus
there was disunity and disintegration. During this period of
adversity, many weak unions disappeared and membership and

funds fell very low.

(1) |1956—39.j Trade Revival and Popular Ministries :
After 1936 the situation improved. Business revived and pro-
fts from indusiry grew. Hopes of labour also revived with
the advent of popular ministries in the Provinces. Labour
Enquiry Commitiees Were set up and in Bombay the Govern-
ment persuaded cotton mills to grant an increase of 12,59, in
wages.
(V) 193947, The War: Then came the Second World
War. We have seen how it improved the condition of labeur
in several respects. Further, labour realized the need to organize
and so there was much increase in the number of trade unions
and their members.  Government also became more favour-
able and started, for the first time, joint consultation with
labour through Tripartite Labour Conferences from 1942.

Later on we will discuss the difficulties and weaknesses,
the growth and position of the trade union movement, in-
cluding the changes in the aumber and membership of unions.

(B) Trade Usions and the Law
The Indian Trade Unions Act, 1926: Under the Act regis-
‘tration is optional for a trade union; but if it is registered, 1t
has certain privileges and obligations.
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Privileges: There can be no civil suit against it regarding
an act relating to a trade dispute, on the ground only that it
induces some person to break a contract of emplovment, or
that it interferes with somebody’s business or employment,
Nor can there be a criminal case against its officials for acts
which try to promote its legitimate Interests.

Obligations: It has to keep a list of members. Its funds
must be spent for certain purposes only; and its accounts must
be regularly audited and sent to the Registrar every yvear. At

¢ least half its officials must be employees in the particular in-
dustry.

Effects: The Act gave trade unions stability and increased
their sense of responsibility. It gave legal status to reaistered
unions and also raised their status in the eyes of employers
and the public. As a result unions gained self-confidence.

Trade Unions were also affected by laws dealing with dis-
putes, which we have already surveyed.

[

(C) Difficulties and Weaknesses of the Movement

liliteracy and Ignorance, Outsiders: These handicaps of
workers weakened the movement in several wavs. The labour-
ers had no clear idea of the work of the unions and of how
they promoted their own interests.  They could not take a
long-term view and were easily misguided. Nor could they
supply union leaders. Only such leaders (from among the
workers) would have the technical knowledge, sympathetic
insight into labour’s problems and sense of responsibility to-
wards the unions. In their absence, outsiders took up union
organization as philanthropic work and many of them had
several unions each in their charge. Sometimes they were
more interested in promoting certain political ideas than in
genuine trade union work. Another result was fragmentation:
a factory often had more than one union, which reduced the
effectiveness of unions. '
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Poverty: The workers were too poor to pay membership
fees regularly, though they were small. Even today, and in
an advanced State like Maharashtra, forty per cent members
pay subscriptions at the rate of less than Rs. 0.25 per month
and fifty-five per cent pay Rs. 0.25 to Rs. 0.50.  Thus only five
per cent pay more than half a rupee each per month. Yet
the payment is irregular, inflicting a loss on unions of 25—309%,
of their income. The result is that union finances are poor.
The trade unions cannot, therefore, have full-time paid offi-
cials, research workers or technical experts. Nor can they
arrange for training their officials or issuing trade union jour-
nals.

Cosmopolitan character: Further, as India is a large
country, the workers at the big centres come from distant parts
of India; and so there are differences in language, habits and
customs. There are also differences of religion and caste.
Thus it is difficult to organize labourers into compact, well-
knit unions.

Migratory character: The labourers did not depend on
factory work only; they had some land in their villages. So
they went away to their village homes during a long strike, or
a period of unemployment, and took their time over returning.

Opposition: Among other difficulties, there was active
opposition of Government, employers and jobbers to the for-
mation of trade unions.  Union leaders were harassed and
victimized, demoted and dismisscd. Up to 1926 there was
also legal liability, civil and criminal, which union officials
had fo face in conducting strikes etc. ;

Other weaknesses of the movement are brought out in the
next section:
(D) The Growth and Position of the Movement

The following table gives an idea of the growth of re-
gistered unions.
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Year l‘l No. of unions {Members — in lakhs
e -_—i—_-—_ e _._.-—-.-lu—-—_.-___ e e
1931-32 131 2.4
1935-36 241 2.7
1939-40 667 5.1
1943-44 761 7.8
1947-48 2766 16.6

The position of the Movement. Its weaknesses. Splits: The
table shows stagnation in the movement during the Great De-
_ pression and rapid growth thereafter, particularly after 194544,
One weakness becomes worse: the number of unions increased
faster than the number of members, ie. average membership
of unions fell. This means splits and fragmentation — niore
than one union in a factory. The result is smaller unions,
with weaker finances, and unhealthy rivalry. All this reduces
the effectiveness of trade unions,

Other weaknesses: The movement remained weak in other
Tespects also.  Only a small proportion of workers joined it
and, furcher, a large part of the membership was confined to
one Province, Bombay. Again, a substantial portion of the
membership was non-industrial consisting of seamen, railway-
men, post and telegraph workers etc.  Further, unions could
not pass the basic test : to stand on their own and bargain
with emplovers on equal terms; there was hardly any collective
bargaining. The funds of unions were very small, so that
they could not have full-time, paid officials or technical ex-
perts, or engage in research or training.

Since Independence: The post-1947 figures, as given in
‘India 1966’ and ‘India 1967, are tabulated below. They show
that one weakness, which became worse in earlier vyears, is
still more prominent since Independence. The number of
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“members is more, particularly in 1963-64; but the number t?f
unioﬁs increased faster, especially in 1955-56. Thus there is
a further gowth of splits and fragmentation. However, thl_s
is not true of Central unions, whose number became less than
-3 times, but whose membership increased to 33 times, between
1955-56 and 1963-64. There is also an improvement in the

1 195556 |l 196364
E ! -lC-entrai State .
{C‘Slrllti:;ls},g:li:)ensi s Uni(}ns} Unions!l Fohe
i sk i e L S : : |. ‘"—"--—-—-—loo—-_-—._i_-—-"_-"'__-"
No. of Unions | 174 | 7.921| 8,095 | 506 |11,194 | 11,700
on registers | \ \ | l
No. of Unions 105 | 3,901 | 4,006 - | 390 | 6.791| 7.181
returns N
Membership .1 l |
of the latter | 2.13 ' 20.62 \ 2275 ; 7.20 32 | 39.20
submitting | ‘ ]
in lakhs ! | ! _

proportibn of unicns submitting returns. This was only about
a half in 1955-56; it became more than 609 in 196364 In
this too the record of Central unions is beuter than that of
State unions — and it improved more in the 8 years covered
by these figures. The former also accounted for a much larger
prépo:rtion of the membership at the later date.

Collective Bargaining since 1947: Since Independence,
‘however, there has been a good deal of collective bargaining
of the passive, active and dynamic types at the national ‘level
and at the level of the industry and the undertaking (factory,
mine etc.) This is presented, along with a Note, in Table 16.

(E) Nazonal Organisations

The Allindia Trade Union Congress (AITUC) was
formed in® 1920 to send delegates to the 1 L, O. Conference.
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There was a split in 1929 over boycotting the Royal Com-
missiont on Labour, and another split in 1931, Re-unification
started in 1933 and was completed by 1940. But it did not last
long. After the War, four such bodies emerged as important
all-India organizations, three of them attached to political
parties. This, again, contributed to the weakness of the

movement.

There were also separate national federations of postal
workers, railwaymen and textile labourers.

(IV) WacEs AxD DEBTS

Wages

Act of 1936 : The most important labour problem is that
of wages. They were extremely low, but nothing was done
about it by Government till half a century after the first
Factory Act. Even then minimum wages were not fixed, even
for the most exploited workers. There was only a regulation
of the period and time of payment—and of deductions from it.
This assured regular payment of wages and prevented arbitrary
deductions. It was achieved through the Payment of Wages
Act, 1936, and the title is significant.

It applied, in the first instance, to workers earning up to
Rs. 200 per month, in factories and on railways. Later the Act
was applied to other classes of industrial labour, mainly
through Provincial measures. It laid down that the wage period
was not to exceed a month. Wages should be paid by the
seventh day after the last day of the wage period, in units with
less than one thousand workers each; in others, by the tenth day.

Deductions. Fines: Deductions from wages are allowed
in certain authorized cases only. Fines are permitted only for
absence and damage or loss of goods or loss of money; but not
from children under fifteen. The total amount of fines should
not exceed half an anna in the rupee of wages (i.e. about three

|
I
| 4
1 1
H
|
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Per cent) and it must be used for the benefit of workers.
Other deductions are allowed for housing or other services
and for income-tax, provident fund, co-operatives etc.

Debts

.bFom' types of Laws : Wages were so low that many workers
%;'OL into debt. This was especially so in the beginning of work-
ing life, when a new labourer had to wait for five to six (or
1.nore) weeks before he received his first wage. The rates of
'm%:rﬂb‘t were very high—one anna per rupee per month was
Equvlt‘e.::01'1'1:1‘11011 (Le. 759%, per year)—and there were other dis-
_-Tibl!l‘fles of workers in debt. Four types of laws, most of lhﬁI;]
Provincial, were passed to remove some of these. They were

all based on the recommendations of th :
e R :
on Labour. oyal Commission

]

(I) Against attachment of Wages, 1937 : The Govern-
‘ment O.f India amended the Civil Procedure Code in 1937
exempting from attachment wages of all workers getting \Iéss:
than Rs. 100 per month. In their cases, the creditor Zouid
not get anything out of the wage through any Court of Law.

(Il) Against Imprisonment for Debt, 1934, 1936: An
.Ac‘t was passed in the Punjab in 1984, prohibiting the im-
lp}‘:sonmexft of a debtor, unless he refused to pay a sum within
:hls capacity. The Government of India amended the Civil
Procedure Code in 1936, disallowing the imprisonment of

jdebtors, except where property is dishonestly transferred. or
the debtor is likely to go away from the place. ,

(IIl) For Liguidation of Debt: The C.P. 1936 Th
'Cent_ral Provinces Act of 1936 applied to indus,trial x\;orkeri
.-earr.ung up to Rs. 50 per.mo-m'.h. They could apply for liquil-
datto_n .Of those debts which exceeded their assets Tus three
-;nomhs wages. The Court was to consider the npumb 1"?;
‘dependants. The total interest must not exceed the prinizp:l

sum, j',e. t,he rul ‘s ; e) RSy
S e of ‘damdupat’ (double money) was laid
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L Against besetting of industrial establishments: To
recover their dues, some moneylenders (e.g. Pathans) relied

upon violence, the ‘lathi’ court, as it is called. For this pur-

pose they waited for the workers at the gates of the factories.

‘etc. Several Provinces passed laws to prevent this. Under

the Bengal Act of 1934, such conduct was punishable with
fine or imgrisonment or both. The Act applied to factories,
workshops, etc. in Calcutta® and three surrounding areas. In
1940 it was extended to several -other types of labour, The
Central Provinces passed, in 1987, an Act on similar lir__ze_s,
but with a wider scope. In Madras also a similar Act was.
passed in 1941, to deal with Pathan moneyvlenders in Madras
City. The Bihar Act of 1948 was similar to the Bengal Act.
Thus Bengal provided the model for the last three Acts, but
these Provinces took their time over the matter.

Remarks : In spite of all these Acts, workers continued
to be heavily in debt. Further, laws may prohibit the be-
setting of factories, but then homes could be beset. Besides,.
jobbers were also meneylenders. The basic fact was that, with
their meagre wages, labourers were forced to borrow. A better
approach, therefore, would have been on the following lines -
wages should have been increased and paid on a weekly basis.
Bribery for recruitment, promotion and retention of the job
was another factor, which is difficult to remove. Cq-operative
credit was successful in several cases and should have been
extended. A Minimum Wages Act was passed after Indepen-
dence in 1948. Wages have also been increased through Wage
Boards: and a Bonus Act, too, has been passed.

Adminisiration “f Labour Legisiation

We have now studied all the important labour laws, some:
of them very elaborate. But they do not serve their purpose
if they are not properly enforced. While the legislation grew
and became more complex with the passage of time, the in-
s'pcé{ing‘-staff was not reinforced g even reorganized. Indeed
no separate inspecting staff was provided for properly enforc-
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ing the Acts dealing with workmen’s compensation, maternity
benefits and trade unions. In those cases where inspectors were
appointed, they wure overburdened with a variety of duties,
3pread over a wide area. The result was that many prohibited
practices continued,

Further, Factory Inspectors were not adequate in number,
nor sufficiently qualified and trained to perform their duties
effectively. There was much evasion of laws in small and
seasonal factories particularly. This was encouraged by light
Ppunishment even for repeated offences. The Centre passed the
laws and left it to the Provinces to enforce them: there was
no Central inspecting staff to.co-ordinate the work. :

Questions for Revision

1 “‘That were the influences that ‘brought about .labour legislation in
different periods in India before Independence? s

2 -Give a bird’s eye view of the progress made by labour legislation
in India in different periods before 1947,

e 58 lBring out the steps by which working conditions in factories were
mproved in India, e -

‘4. Outline the history of social insurance in India up to the dawn of
: ‘Independence., :

5. Narrar? the history of trade disputes in India, with special reference
to their causes and results.

6. Give a brief account of laws deali 1 i T : ol
ealing with d i i
i e 1947, g industrial dlspul:cu in.

7. Describe the development of the Trade Union Movement in India

before Independence, wi i i i i
. p 3 with pzfrtlcular.refmnoe toﬂl:s dlﬁicul.ties a.ndl‘

8. f;r;ng out the principal features of 'iegislation passed m India, before
7, to tackle the problems of workers’ ]
was it effective? : N T
M. “Much was achieved b i e
y lzbour legislation in Indi
dence, but much also remained to be done.” é;ﬁbfff’l‘c 2l



Chapter X
RAILWAYS

We saw what a crucial role railways played m the large
changes brought about in both agriculture and industry. It
is time, therefore, to turn to railways. :

Railways and Canals: In Europe and America railwa_ys*-
and canals are two branches of the transport system. In Ind.i:t..
however, the canals are mostly for irrigation, rarelly £01: navi-
gation. Yet they had some things in common with r_a.ll-wa'fs,
For one thing, private enterprise would not extend either,
so the Public Works Department took charge of both. And
there was the same original reason for undertaking both—
protection against famines. During 1870-1900 a very keen con-
troversy took place over the respective merits of the two for

that purpose.
HisTorRY OF RAILWAYS

(I) 1853-69. Guaranteed companies: The developm_cnt
of railways in India, like that of roads, began under the vigo-
rous Dalhousie; he wrote two very able minutes on it. The-
first line, between Bombay and Thana, was opened in 185%
and the 1860s saw a remarkable growth—by about 5,000 miles.
There was tremendous progress between 1879 and 1900, from
7200 to 25,000 miles. The table below gives the mileage at
different dates. The fall after 1933 is due to the separation
of Burma railways in 1937 and of Pakistan in 1947..

1859 : 432
1869 : 5,000
1879 - 7,200°
1900 25,000
1913-14 34,700
192526 38,600
1933 43,000
1947 34,000
1960-61 35400
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The building of railways up to 1869 was in the hands of
British Companies, who were given free land and were
guaranteed an interest of 5%,. There was, therefore, no induce-
ment to economy or good management. To make up the 5%,
Government had to pay large yearly sums. In 1854-98, the loss
was Rs. 58 crores; after that, there were profits up to 1930,
when the Great Depression intervened.

(Ily 1869-79. Government Construction: After this un-
bhappy experience, Government took over the building of
railways in 1869. But in ten years, only 2,200 miles were
built (compared to 4,600 in 1859-69), because of financial
difficulties and famines. And the Famine Commission of 1878-
1880 urged quick railway extensions, so the work was again
entrusted to private companies. :

(III) 1879-191%. Private “assisted” companies (or “New
Guarantee System™): These companies, too, were given free
land and financial help, but the interest guaranteed was lower,
3.5%. Government also claimed a larger share of profits,
generally 60%,, compared to 509, of the surplus (after deduct-
ing the guaranteed interest of 597) in the earlier system.

When the contracts with the old guaranteed companies’
expired, Government mostly -purchased the lines, which were
managed by the State in some cases. So there were four types
of railways: State-owned and managed by either the State or
the companies; and private, which were managed again, by
either the State or the companies. By 1914 the major part
was State-owned.

1893. The Rebate System : From 1893 a rebate was given
to companies building approved branch lines. The terms were-

- liberalised in 1898, which resulted in a large number of feeder

lines. When the terms were further liberalised, there was a
mild boom in feeder-building. The mileage grew rapidly in
1500-1913 from 25000 to 35,000 miles. But the system was
abolished under the recommendations of the Acworth Com-
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mittee of 1920-21; and Government themselves- found - the
capital for extensions or branches.

In the meantime, in 1905, were set up the Railway Board.
and a separate Railways Branch of the Public Works Depart-
ment. With 1914 came a great landmark in the form of the

First World War. Further, our railway policy had developed,

some peculiarities. Befere taking up the impact of the War
on: our railways let us, therefore, look at these peculiarities.

Railway Policy, Hs Poculiarities

 Routes: The railway routes were not intended to develop
internal trade or industry, by joining trade peints and build-
ing feeder lines. There were grand trunk lines linking the big
ports—Bombay, Madras and Calcutta—with big cities in the
interior like Delhi. The routes were intended to facilitate
-not internal trade, but foreign trade, particularly agncu]tural
exports the routes from ports passed through important agri-
cultural districts.

Rates: This left a mark on freights and hampered in-
dustries later. The rates were favourable for raw materials
moving_ to the ports. The policy had adverse effect specially
on_ the coal industry and on industrial centres in the. interior.
Industries became concentrated at the ports and foreign in-
dustries also benefitted. The rate policy was severely criticised
by the public for other reasons too. The policy was to charge.
high rates, rather than to develop traffic; the suarantee took
away all incentive to develop trafiic; Government failed to
influence the rates policy. The companies charged block rates
to divert traffic from one another. There were many special
rates and sometimes the rates for a shorter distance were higher.

Management : As we saw earlier, the major part of rail-
ways was State-owned by 1914, but they were chiefly managed
by companies. This resulted in several evils. The advantages
of a.common policy were not available. Nor did the companies;

b
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have a free hand, so their smooth working was ohstructed.
“There was meaningless competition for traffic, which was harm-
ful to the country. On the other hand, the companies neglected
-developing local industries and internal trade.

Having studied these peculiar features of our railway
policy, we now resume the history of railways.

(IV) 1914-30. Large changes. War: During the First
‘World War, railways were in great difficulty. The demand
for their services increased, they had to carry troops and war
stores. On the side of supply, however, there was much dete-
‘rioration in equipment, due firstly to Government’s inability
o spend. Besides, rolling stock, railway stores etc. were sent
for th e war in Irag. Lastly, railway facilities were inadequate
from 1905 onwards, now they became very much worse. During
the post-War boom, therefore, the shortage of wagons and rail-

~ ~way . accommodation became unbearable.

To meet this sitnation, Government appointed a Con-

_troller of Traffic in 1917, and later a Central Priority Com-

mittee. A Coal Controller was also appomted to deal with
the purchase and transport of coal. But the big change came
after the War, through the Acworth Commlttees ‘recommen-
—dations

Acworth Committee, 1920-21

Separation of Railway Budget, 1924 : This Committes's
~proposals largely shaped the later policy. It was appointed
to examine the question of management of railways and other
"related problems. It uiged the separation of the railway
‘budget from the general budget. This was done in 1924. The
railways were to maké an annual contribution ‘to the general
"revenues. The new system has several advantages. Railway
~finances are freed irom the yearly uncertamt}es of the_aeneml
“budget. Railways can build up reserves and undertake elabo-
“rdte programmes, to be carried out over a long period. The
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earlier policy led to wasteful expenditure, halting and irregular
development and inadequate expenditure on maintenance and

renewals; all this would now change for the better.

Railway Rates: We have seen the several reasons for
the severe public criticism of the rates policy. The Acworth
Committee recommended the setting up of a Rates Tribunal

and of representative Advisory Railway Councils, for improv--

ing the relations with the “public.” A Rates_Advisory Com--

mittee was appointed in 1926, to report on_complaints against

particular rates; but nd{_ Rates Tribunal was set up.

Management: Half the members of the Acworth Com-
mittee recommended that the State should take over the-
management of railways as contracts expired, the others want.-
ed no change. Public opinion was with the former and the
Legislative Assembly resolved that Government should manage
the State-owned lines. The E. I and G. 1. P, Railways were

thus taken over in 1925: and the rest by 1944, on the expiry-
of contracts.

Rehabilitation of Railways, 1918-30 : Just after the War,

the railways undertook a large programme of repairs and.

renewals. After 1921 the defects in equipment’ were speedily
removed, there were also technical improvements and additions.
to rolling stock. The result was a very large surplus of wagons
by 1926. In 1926-30, the railways continued to do very well..
They followed a continuous and bold policy of expansion:
and useful branches and feeders were constructed. The total
mileage went up from 34,700 in 1913-14 to 42,300 in 1980-31.

Summing up: Thus railway policy was completely chang-
ed after the War. For one thing, the railway system became-
very largely a State system, eg in 1927 729, of mileage was
owned by Government and 409, managed by it. The mean-
ingless competition between railways was mostly removed and’

there was much more co-ordination. Lastly, railway policy-

became more deliberate and, to some extent, responsible “to-
public opinion and alive to the country’s needs.

-
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Moior transport: The coming of the motor car 1maj.deﬁ'
road tr.insport extremely impﬂrtant.‘ Thus a new revo ut::;r;
in transport began. In the beginm{:g, motor tr:ms_pon;t =
supplementary to railways; but later it became a slfr.m:]xs =
petifor for passenger traffic. There was thus an obvio

to co-ordinate the two.

(V) 1930-39. The Great Depression. Committees: From
1930 the Depression hit the railways very lfard and t];-e;;
were several deficit budgets. The Pope Comxmttfe of 19.’; e
made several recommendations; as a result, ‘job au:na ysis
organizations were set up to promote economy and efficiency.

The, Wedgwood Committee, 1936-37, was appointfid.to
suggest how to reorganize railway ﬁn-ances: for ach1ev1rl1g
ecémomv and efficiency. Its recommendations included a satis-
factory ‘Déiareciation Fund, with a normal balance of B&_SO
cmreS, a General Reserve Fund to serve as an Equallsanc?n
Fund for payment of interest; revision of rates and far_es; rail-
road co-ordination and better relations with the public.

(V1) 1939-47. War: Severe Strain: The Second .W'orld
War, like the First, imposed a severe strain on the railways.
The demand on the railways grew heavily because of war needs,
substantial reduction in coastal traffic and thef closure of ?_he
Bay of Beng'a]. On the other hand, as in the First War, rolhr.ig
stock and track were sent to the Middle E:.a.st; several !‘3.1]-
way workshops took up production of ammunition; and repairs
and replacements could not be undertaken. As _at the end
of the First World War, therefore, railway equipment had
greatly ‘deteriorated by 1945. s

Finances improve : But there was a tremendous improve-
ment in railway finances. The position in 1946, compa::ed
to 1939, was as follows: arrears to general revenues (which
were Rs. 35 crores) were paid off, as also later dues; so a.lso
the loan of Rs. 30 crores from the Depreciation Fund, which
in fact increased to Rs. 101 crores; the Reserve Fund rose
from Rs. 48 lakhs to Rs. 29 crores.-
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Since 1947 : Since Independence, there has been rehabili-
tation and modernization of assets and a number of improve-
‘ments have been introduced: the 37 railway systems have been
grouped into 8 zones and telescopic rates introduced; a num-
ber of trains, including ‘Janata’ trains, have been added;
amenities for both staff and passengers have been extended;
rolling stock etc. is being produced in increasing quantities
‘and even exported. The 10-paise postage stamp, with its
electric locomome, is a symbol of this last development

Economic EFFecTs OF RAILWAYS

Railways had a tremendous impact on every aspect of
India’s economy. Let us now analyse these effects.

Revolution in Transport and, therefore, in World
Economy andy Indian Ecomomy: The steam engine, it has
been said, has played a more important part in the history
of the world than all the battles ever fought. One set of its
effects is through steam transport, i.e. through ra;lwaws and
steamships. These brought about a great revolution in trans-
port which, in its turn, revolutionized the economic structure
of the entire world and made it one market. ‘The same thing
happened to India, which passed through an economic tran-
sition. Let us, then, see these changes in detail.

Aims of Railway-building

Agriculture : The aims of railway building, in so far as
they were achieved, became also the effects of railways. Among
‘these aims was the promotion of agncultural experts. The
routes and rates, as we saw earlier, were intended for this
purpose. The railways made possible the export of large
amounts of raw cotton, oilseeds and other cheap agricultural

products. Thus the composition of our foreign trade changed

~—for the worse; for instance, instead of exporting cotton (and

other) manufactures, we began importing them—and export-

ing raw cotton etc. But to export these cash crops, we had
first to produce them. The railways thus encouraged the culti-
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vation of more profitable crops, ie. commercialization of
agriculture which, in turn, led to localization of crops. An-
other principal reason for the extension of railways was pro-
tection against famines. In this they were a great help—and
the nature and importance of famines changed, as we saw in
Chapter IIIL

Coal-mining, etc.: Still another aim of railway construc-
tion was to open up the coalfields. Railways supplied the
cheap transpart, without which coalmining is not profitable.
They aré also a very important source of demand for coal..
Thus railways and coal-mining helped each other. A final
general aim was to improve the economic condition of the
people. This was brought about as shown above—and also in
the discussion that follows. There were also certain harmful
effects which, too, are indicated below.

Other Effects

Transport, trade and prices: The most obvious effect of
railways was that transport became me much quicker.and, espe-
cially for long journeys, much . cheaper. Trade depends very

much on means of transport and so it _was also. affected in
various respect‘"fﬁr ‘the ﬁrst time, there develoned trade in

one markel (Comnare the p()smon in about 1800, as gwen
> 1narkel.

_in Chapter L)

Towns :* The increase in trade créated new towns and.
enlarged old ones. But railways also diverted some trade
routes, thus leaving aside several old towns which, therefore,
decaved, e. g. Mirzapur, Saugor and Patna.

Agricullure : We have already seen the effects on agricul-
ture, while discussing the aims of railway construction.
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Industries The railways helped the growth of inc}ustn"es
like coal and cotton. But the routes and rates Were so devised

-that Indian industries could not get full benefit from this neEwW

transport. Turther, the steamship made possible the jmport
of cheap, machine-made goods from the West; and railways
the help of

m throughout-the country, with
pped our handicrafts and

.There was @

distributed the
ds, markets and fairs. This cri

roa
{-sufficiency of “the village

Hroke down the se
sudden, dramatic and complete collapse
-wheré they survived, the middleman became indispensable and
he had to introduce new methods, to survive the competition
from the West. Another class to suffer like the artisans was
the one supplying transport through pack—bullocks, bullock

.carts and boafs.

ught about an economic transition

Thus the railways bro
in India. The indian market and Indian products—1aw and
ht closer to the West; there was a direct

finished—were broug
impact of the Western economy on the Indian; and the entire
economic Structure of India was terribly shaken up.

Questions for Revision

4. Describe the main features of the various periods of xailway develop-

ment in India.
2. What were the peculiarities of railway policy in
How were they changed later?
3, “Steam transport had a tremendous effect on
- economy.” Discuss.
4. Outline briefly “the history of Government’s policy T
in India.

India before 19147
every aspect of India’s

egarding railways

of handicrafts: but

B
s
i
B
&
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Chapter XI

" FOREIGN TRADE
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England, but British mapufactures were allowed in India at
nominal duties. On the other hand, Indian produets had to
pay much more in India. To this trade policy were added the-
new means of transport, roads and steamships, which helped
to import and distribute British manufactures; and to exnort
cheap and bulky food and raw materials. One result Wl
.furt.hcr decline of Indian handicrafts. Another was the c.hange.
in the composition of trade. India became an exporter of food
a{zd raw materials, particularly raw cotton and jute, hides and
oilseeds. And she began to import large amounts of maiit.
factures like sugar and metal products and particularly cotton
varn and piecegopdé. The imports ef piecegoods aémunted'
for half the value of total imports about 1850. Naturally, the
share of the U.K. in our foreign trade increased. £

(ITI) . 1850-1900. Modern Period begins. The New Trans-
port ; Nﬂw comes the beginning of the modern period in
our foreign trade. It was ushered in by further improvements in
the means of transport and communication like railways and
raade, post and telegraph. Dalhousie was instrumental ‘in the:
b}ulding of roads and railways i the beginning of this period
The FErSt railway was opened in 1853 and there was a rapidL
extension in the later decades. Other developments in trans--
port were the g‘rowl.h of the British mercantile marines and’
the opening of the Suez Canal :
o -{he Suez, 1869 : The Suez Canal is a great landmark in
the history of international trade, particularly between E“"”D;
and the East. For them, it cut down shipping distance by
more than 4,000 miles. For example, the distance b-ﬂg:wer;
London and Bombay is about 10.700 miles round the C;ue‘of'
Good Hope, but oniy 6,300 miles via Suez, ie. 4097 Eess‘;- By
the former route, therefore, a round trip took 5;1” days; by
'the Iatger, 31 days. Hence the opening of the Suez r{égﬁl’?fi
e lower freights and insuramce charges, more safety, lar "{;1’"
steamiships, quicker turnover and, therefore, saving in,infc::?s:"
charges. No wonder, then, that the volume Of-"trazie‘:iﬁiri;aset%

- -enormously. - :
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Composition of Trade. Exports : The other large chané‘e

was in its composition. The reduction in all transport costs

promoted tfade in cheap, bulky and perishable commodities.
‘As to the last, for example, before the Suez was opened, wheat
$rom India to Europe had to go twice through the tropics by
the Cape route. That being eliminated, it reached Europe
now in sound condition. Between 1875 and 1885, therefore,
its export was doubled and in the next ten years it was trebled.

Another difficulty of the Cape route was the dangers and
.delays from monsoons and storms. The use of the Suez route
assured more safety and, therefore, lowered insurance rates.
“The arrival of ships could be timed more accurately, so there
was a substantial decline in freights. What is true of perish-
able goods is truer still of other cheap and bulky commodities.
“The total result, therefore, was a tremendous increase in the
export of raw materials from India. ; :

The Closure of the Suez, 1967 : But the Canal has been
dosed since June, 1967, from the time of the Arab-Israel War.
“This has involved our foreign trade in great difficulty and
Joss. The Cape route has to be used again and so there are
Jeiays and higher costs and freights. We had, therefore, to
import food from other sources like Australia; imports are

more costly and exports too suffer.

Huge growth in trade: British rule spread over the major
part of India by 1857, assuring security of life and property
.and uniformity of administration (including a uniform cur-
rency from 1835). All these developments resulted in wider
anarkets, increasing production of export - crops and their
localization and revelution in methods of trade, e.g. exporters
‘built up an efficient “market organization. Thus there was
further stimulus to the expansion of India’s foreign trade by

2 huge amount. 4 : IR

After 1872; Slowing down: - After 1872 the increase slowed
down, due largely to. famines “in ~1870-80 and in 1896-1900.
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of the rupee, which fell from 2 sh. to 1 sh. 4d. .in 1872.93.

Im,poﬂ.s But England had become the ‘workshop of the
world’, adopt.ed a free trade policy and forced it on India

also. Cotton mill interests in Manchester (in Lancashxrc)
brought pressure for the Iemoval of most of the xmport duties
in India by 1882; for the passage of Factory Acts in India in
1881 and 1891 (on the ground of ‘unfair competition’); a

for the levy from 1894 to 1926 of excise duties on Indian mill’
cloth, though it was coarse and hardly competed with
Manchester p::oducts All this helped Britain to pour her
manufactures into India, whose handicrafts, therefore, declined’
further. . The result was a.great increase in the import of manu-
factures h_ke cotton piecegoods, hardware, machinery and rail-
way materials.

Exports : And the majority of our exports were cheap and
bulky poods, i.e. agricultural products. They includcd perish-
able foodstuffs like wheat and Burma rice and rawssmaterialss
thete was a rapid growth in the export of tea and cuitee, raw
cotton (to Japan, for example, from 1890} and raw jute, oil-
seeds and hides. The new transport was a big factor in this
development.

The U. K. predominates: Of course, the U.K. predomi-
nated- in our foreign.trade. There was .its -political hold and
in particular, control over fiscal policy. There was British
control again over our railways. There were the British com-
mercial organizations and British companies in India. The
exchange banks financing our foreign trade were predomin-
antly British; there were the British shipping, insurance, trad-
ing, coal-mining; plantations. Thus the British could contrel
our foreign trade at several key points.

20th Century—Cycle of Ups énq,.l)owﬂs

We have divided ‘the first ‘half of the 20th century into
half a dozen periods. They reveal a regular cycle of improve-
ments and setbacks.

Another major factor was violent chranges in the external value
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(I}’) 1900—” Favoumbfc peﬂod Chnge in dzre(hmr
begins : Condluom at home and abroad were favourab]e in:
this decade and a half. At home, there . were hardh ‘any
famines; railways and 1rngauon were extended and the rupee-
was stable at 1 sh. 4 d. Abroad there was prosperity, more
gold productlon and Tise in prices. " The resu]t was a doubling
in the value of both imports and exports of India. Chiefly
because we had to pay ‘home charges' to England, our balance-
of trade was qenerally imourable .and it mcreased in this
period. In both exports and imports, diversion from the UK.
began and continued. in the next three per:ods, ie. up to 19289,
In our .unperl: trade, the compeutlon was from the manufac—
tures of Japan and the U.S.A., France and Germany, which:

had  industrialized dunng the last quarter of the prewom
century..

(V) 1914-18. War. Heavy fall in imporis: The War
came as a_bomhbshell in this situation. Trade with enemy
countries, was stopped and there were acute transport difficul-
ties, especially in Shlpplﬂg There was a huge demand for
transport, for carrying soldiers,_ sa:lors .and war stores, but sub-
marines destroyed a .large numbm of ships and all transport
was dislocated. Ships . were _scarce. and freights high. Even
otherwise, the countries .at aar :mposcd restrictions on pro-
duction,. which had.to be diverted to. supply war goods; so our
imports from the Allies dechned “hlle those from the encmy
countries . had been stopped . cornpletely As a result, total
imports fell and manufactums from . -Japan and the U.S.A.
replaced those from England to some___extg_nt thus the diver-
sion of trade from England .continued..

Exports. -Change in compesilion :* Regarding our exports,
there was a decrease in the :proportion of foodstuffs and raw
materials; and an increase in the share of manufactures frome
22.49 to 36.6%,, a heartening improvement. It was the result
of reduced foreign competition and of a favourable Govern-
ment policy. There were heavy impert duties for financing the
War and for shutting out manufactures from Japan and the
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U.S.A:; these duties served as protection to industries at home.
To encourage the production of war goods, Government
adopted a -favourable indusirial policy: Government factories
were started, a Munitions Board set up, an Industrial Com-
mission appointed. (The details are given in Chapter VL) Thus
our -industries were stimulated and the exports of manufactures
increased considerably,

Volume. Terms of trade: The total volume of foreign
trade declined by 349, and the larger fall in imports increased
our favourable balance of trade. This fall in foreign trade,

. combined with increased purchasing power, stimulated internal
trade. The huge war demand raised prices of manufactures
by about 1709, but agricultural prices increased by about
509, only. Thus the terms of trade turned against India, as
her imports were mainly manufactures and the exports were
<hiefly agricultural products.

i
(VI) 1918-23. Unfavourable pcnod We now c? me to
the inter-War period, 1918-39. Though peace returned, and
wartime restrictions disappeared gradually, a number of factors
continued to disturb our foreign trade. Among the external
influences there were the shortsighted Treaty of Versailles,
heavy tariffs, exchange dislocations and departure from the
Gold Standard, deflation in England and hyper-inflation in
Germany and a general depression in 1920-22. The internal
factors included the failure of rains in 1918.20, the artificial
ex-change of 2 sh. gold imposed by the Babington-Smith Com-
mittee, deflation and fall in prices leading to strikes and in-
activity. The results were : both exports and imports fell, an
adverse balance of trade appeared in 1920-22: the terms of trade
were against India, as in the previous period. This last deve-

Jopment was the result of high exchange, which stimulated im-

ports, and famines which reduced exports.

Composition: The only encourafing feature was that
the composition of srade remained favourable : there were
more manufactures in exports and less in’ 1mports (like piece-

8
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goods) This was the result of increased industrialization
which was due, in part, to a change in Government policy.
‘Industries’ became a Provincial subject in 1919 under the
Montagu-Chelmsford Reforms. The Provinces established
departments of industries, some of which offered technical
aid, trade information and help in starting industries. There
was also the boycott of British goods during the Non-coope-
ration Movement. An adverse development also took place; we
had become a substantial exporter of raw cotton to Japan; up
to 1890 we supplied her with cotton yarn.

Direction : There was a further fall in imports from
England, while the share of the British empire increased. We
were now trading with most of the important countries in the
world; a good development; as it is risky to depend upon 2
few countries (or a few commodities) for either exports or

~ imports.

(VII) 1923-29. Improvement. Abroad: There was a
change again—this time for the better ;: there were favour-
able developments at home and abroad. The world situation
improved both politically and economically. Europe, for ex-
ample, was now normal in both respects. All over the world
there was recovery from the depression of 1920-22 and England
was again on the Gold Standard from 1925.. The result was
gradual recovery in India’s foreign trade, until the pre- War

- volume was surpassed in 1927-28.

- At home. Protection : At home, Government adopted the
policy of dlscnmmatmg protection for industries in 1923, thus
granting protection to about a dozen industries, including
cotton, iron and steel and sugar, There was, therefore, consi-
derable increase in exports of manufactures like cotton and jute
products and a fall in the imports of manufactures. The ex-
port of foodstuffs also recovered from the heavy war-time
decline. Again, a substantial adjustment was brought about
between our export and import prices. For the fourth suct
cessive period the U.K. continued to lose ground, particularly
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'in our im}_:_ror_; trade, It was its old rivals in the Indian market,
Japan and the U.S.A. who gaired, as also Germany.

(VIIT) 1929-35. Setback. The Great Deépression ' Since
the beginning of the 20th centu_ry','o'uf foreign trade had been
passing through ups and downs. This period again ' saw a
change; the improvement in the previous period was followed
by a major disturbance now: The Great Depression of 1929
onwards : saw a collapse of prices, particularly ‘those’ ‘of- agri-
«ultural products, all over the world. Further, India's itnports
did not fall as much as her exports; there was a considerable
dedinel in the export of foodgrains. Our exports were largely
agricultural products and their prices, as' we saw, fell more
than those cif'i:idil:itfiall'pr"()iiui:ts:. These™ developrnients; com-
‘bined with the smialler dectéase in the volume of ‘imports,
‘turned the terms of trade once tnore against India. ‘The acuté
~distress among farmers resulted in the sale and export of huge
-amounts of 'distress gold’. :

Composition : The only redeeming: feature of: the situation
‘was the heavy fall.in the imports of certain manufactures like
sSugar, cotton piecégoods and jron and steel p;;}ducts.‘._-';l?hat
was mainly the result-of discriminating pr_(_:){t:e&i.on:,-,whieh ,;hield;
«ed: these “industries—and . they ‘raised their- produetion.;.. Thexe'
was. zlso the ‘Satyagraha'. Movement: against- British. rule. in
the early 19305 the Movemient stimulated the use of ‘swadeshi’
(Indian) products, especially -cloth and sugar. On .the'.-oth.er
hand, there was a heavy fall in' the export. of twist and. yarn.

~ Frade agreemenis—change: in direction : There was a
movement in Ergland-for protection-~and Imperial Preference—
from the end of: the 19th century. Then followed. three decades,
in: which- England- lost ground,: in her. foreign trade wit_}i ' ihdi-aj
to countries which had industrialized by. then.. She had a. huge
Iuﬁicmploymen'tz problem during the -Depression and . had. te
leave the Gold Standazd. again-in-1931. Se the policy. of. Impe-
rial Pre-fe-rencg was adopted in 1932, under ,an-égreetﬁqﬂb- zt
©Ottawa- (in Canada). . The members of the-Bﬂt}shComgnon,
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wealth and Empire offered one another preferential treatment
in tariffs. The Indo-British Trade Agrecmient supplementary
to the Ottawa Agreement was signed three years later. In
the meantime, there was the Mody-Lees Pact between India
and Lancashire in 1933, which was terminated in 1935. As a
result of all these Agreements, trade with the British Empire
grew, particularly imports from the U.K,, at the cost of the
U.S.A, Java, etc. ' : : ;

Becovery from 1933 : From 1933 world trade was: recover-
ing. Hitler came to power that year and began arming; his
nieighbours had’ to de likewise. The armaments race was. on
again and the head on collision occurred in 1939, Meanwhile
‘that race helped the movement towards TBCOVELY, world- trade
grew and so did India’s; our exports and balance: of trade
improved. The Trade Agreements helped: the proeess;. there
was one more with Japan in 1934 o :

(IX) 1935-39. Revival: At last the Great Depression was
over and trade revived all over the world, yet world trade was
159 less in yolume in 1936-37 than in 1929. India shared-in
the revival and her experts particularly increased substantially.
“This helped to improve her balance of trade:. -

Another factor that helped was the inciease’ im agticul-
tural prices. This was the result of exhaustion of stocks and
feéstriction ofi production during’ the Diepression. Fhus export
and imporf prices for Indid moved nearer. Another happy
featire of the period was the contiuation of tire developmenit
of industries, for which moré ndchinery was imperted. - But
Burma was separated under the Ae¢t of 1985 and so we lost
Her rice, petroleum and timber, silver; Zinc and lead.

Exports: The revival in exporis was specially notable: in
raw cotwon and jute manufdctures. Raw and. waste’ cotton
accountetd for 239, of our ‘exports in 1986-37 and jute mianu-
factures for somewhat less than 159,. Tea was third with
about 109 ana’ oilseeds: were @' close fourth. ~Graixis, pulses
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and ﬂour _came next. Lastly, We may note raw jute (7. 5%),,
Ieather (less than 49), hides and skins (more than 29},
metals and ores (49%) and cotton textiles (297). Manufac-
turés thus still played a very minor role in our export trade,
in splte of modern industry being more than eighty years. old

(X) 1939 47 War. Comparison with the First War:
The effects of this War were similar to those of the First World
War.. ‘There were acute shipping difficulties; bombing was

added to the subinarine menace of the first War, So freights

and insurance charges rose steeply. France fell early during

this War. As in the first War, again, trade with enemy coun-

tries: was stopped and even trade with some neutrals, for fear

of leakage of goods to the enemy. These developments, as im:

the first War, resulted in a fall of both exports and 1mporm,
particularly the latter; so our balance of trade toc was very
favourable in both Wars.

- Composition : Since the first War, the proportion of
manufactures in our exports had been rising, a sign of indus-
trial growth; and that happy feature is notable in this period:

too. This was particularly true of jute and cotton textiles. -

industrial growth also reduced the proportion of raw materials.
in-our: exports durmg both the Wars. j

Dxrcct:on; Rega:d;ng the direction of trade, as we saw
earlier, there was no trade with enemy countries and ' some
neutrals. The other countries, therefore, claimed a larger
share than -before.  These included - particularly members of
the British Commonwealth' and countries of the Middle East
(where we captured new markets). The latter took our manu:
factures in place of those of Germany and England. But the
share ‘of the U.S.A. in our trade increased much more; in
the- first ‘War, ' along ‘with -Japan, it had captured part of -the
Indlan markct but now Japan Was an enemy ‘country.

: : s i .

Govemmmt attitude As in 1914 18, Government intro-
duced a system of controls, priorities and licences. But the

et
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basic attitude of Government did not change. It remained
obstructive to rapid industrialization by India, in spite of dis--
asters. For example, two reports on raising industrial produc-
tion in India were not even published here. Nor did Govern--
ment accept proposals for producing several means of transport,
though their acute shortage was hindering war productmn
But for this attitude, the production and exports: by our in--
dustries would have been much greater.

. Summing up. Two broad facts: This survey reveals two-
broad facts, obvious but vital. Firstly, all sorts of economic
hanges are reflected in a country’s foreign trade, whether it.
s famine or commercialization of agriculture, decay of handi--
crafts or industrialization, decline of our shipping or of the
share of our traders; developments in transport or in currency
and exchange. Thus:all the threads of economic change meet
in the country’s foreign trade. The second fact is ‘that the
world has become one market and so our foreign trade is affect—
ed by events abroad: Industrial Revolution and mechanical
transport, war and depression, political troubles and economic.
instability—all these developments abroad had a profound in-
fluence ‘on our foreign trade.

The Table. Other uses: With the help of Table 17 we
have studied the principal developments, in each period, and'
also the interrelations between these developments. There is.
another fruitful way to use his type of tables, and that is to
study each (vertical) column from top to bottom. Thus we-
can survey the changes in exports, period by period; and
similarly changes in imports, in direction, in balance of trade:
(under “other.features’”) and so on. Such a ‘vertical’ use of
this type of tables is illustrated in the discussions on the cotton
(mills) industry (Table 7), Factory Acts etc. (Table 12) and
Currency Commissions (Table 18). As mentioned earlier
(in Chapter VI), the column on “Trade Policy” sums up the-
history of Government’s industrial policy, as narrated in thag:
chapter. The column may, therefore, be used for revision of
that problem also.
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Since 1947: The developments since 1947 include the sign-
ing of the G. A. T: T, the devaluation of the rupec (1948),
along” with that of the pound, the crisis in balance of - pay-
frients -and “foreign exchange, radical changes in the poliey of
protection ‘and’ in imports’ and exports and the establishment
.of the State Trading Corporation; and the second devaluation
of the rupee in 1966, We hdve already surveyed the latest
(1964) position of export industries at the end of Ghapter VI.

Questioms for Revision
1 Dea;_;r.ibe tk;c inﬂ_ixeﬁces thgt_bmught' about changes in Lh_e”composition
. and volume of India's foreign trade in the I9th cemtury.
2 Bring out the changes in the composition and’ d:reumn of }fndms
' foreign trade between 1900 and 1947 :
5. “All the threads of econiotiic chiatige meet in 4 wuntnfs foreag-ﬁ frade”.

~ How far was this true of India? -
4 In what days dui trade poliéy a&cct our” fdnefgn trade it aiﬁmm
“ periods? :
. Desecribe “the chiniges: in Tndia's - nﬁ;ﬁérts d&mng‘ different’ penuds
. Berweens: 1757 and 1947 and’ account: for these chauges.
.- "Developmient: abroad affected our foxe:gn uade in " variony: wawm
-:.. the th: ceptuiy.” Discuss: G
7. “India’s foreign trade went through: several. upgwamt dom bcmcen
1900 and 1947." Discuss.

Chapter XIT
CURRENCY AND EXCHANGE.

The foreign trade of a country and its aggiculture and
industry depend a good deal on’ how its cusrency and exchiange
are mandged. X wrong policy of, say, inflation (or deflation)
can spell disaster to them, as also a wiong excharge ‘ratio;
this chapter will bear out this statement. Correct policies, on
the othet' hand, can stimulate them considerably. We turn,
thien, 0 the History of currency and exchaiige in India:

“ Iy Upto 1835, Currenicy Chaos: Upto: 1835 there: was
no uniform standard coin in India. There were about a
‘thousand different kinds of gold and silver coins; .of different
weights and fineness; whose value varied from day to' ddy.: Even
for moderate payments; therefore; thie services of .a- rhoney
changer were required.  Thus the mouney-chiangers: profited at
the cost of the public—and trade suffered. It was a penod
of currency chaos. S s

(H) 183593 The Silver Standard: Order was brought
into this chaos by the Act of 1835. Undér it thé Silver Tupe Tupee,
weighing 180 grains and IE/12ths. fine. 'was made urilimited
legal tender throughout Brmsh India. Its face value was equal
to its intrinsic value as silver. Mints wére opened for" the
free coinage of silver. So if the value of- silver fell in. tesms
of the rupee, the public would take silver to the mint for free
coinage-of rupees—whici would lower their value. The public
could also melt rupees and sell the silver. They would do
this if the value of silver increased in termis of Fi rupees. This
waiild. réduce the: supply of rupees and; therefore,. iricrease
their value. Thus the face value and. thie- intrinsie: value. of
the. rugee would: be. kept: equal- thmﬁgh :}m mrahonr imha
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was thus on the Silver Standard and remained on it for nearly
six decades. -

(4)  1835-74. Efforts to secure Gold Currency. Mansfield
Commission, 1866 : But there was a demand for gold currency
from the public; and every Finance Member also pressed for
it. So ultimately the Mansfield Commission, the first of its
kind, was appointed in 1866 to recommend the best currency
for India, The Commission was in favour of introducing gold
as lega: tender; but its proposals were not accepted, though
there were no Indians on it. :
There were five other Commissions (and Committees) . on
currency and exchange; and many details about all of them
are given in Table 18. Readers may go through the relevant
portion in the table after studying the text for each such body.

(B) * 1874-93. The Silver Slump: In this period there
was a-fill in the gold price of silver, which resulted in am
unstable and falling exchange. Ultimately the Silver Standard
had to be gwen up. Here are the facts.

Year Price of silver Rate of General
= per gram exchange r price level
1871-72 60.5d 1 sh. 11.12d _
sk e e = R
189295 | 39 | 1sh 3d B0 ok
1894 |- el e

Thus, in two decades the price of silver fell by about 35,
and so did the exchange; and the general price level rose in

the same proportion. What were the factors that bro'ught’

about this large development?

e
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Causes. Depreciation of silver. Its supply and demand:
The fall in silver was due to increase in its supply. That, in
turn, was the result of increasingly larger production, caused
by the discovery of new mines in Mexico etc, and improved
methods of mining. Further, silver was released by many bi-

’;" metallic countries in Europe, which adopted the Gold Stand-
' ard. This same development also reduced the demand for
silver,

i Appreciation of gold : The demand for gold, on the other
{ hand, increased because of the adoption of the Gold Standard
L in Europe. There was also a rise in the trade of Europe and

Al America through the opening of the Suez Canal, etc. But the
{ supply of gold grew only slowly, as there was a decline in its
‘ production.

Thus there were factors on the side of both silver and '
gold, their demand and supply, which brought about a large
decrease in the gold price of silver. What were the effects on
India of this silver slump?

Effects on India. Rise in prices: There was free coinage
of silver into rupees; so, when there was a large fall in the

4* price of silver, people took silver to the mints to convert it

é's, into rupees and thus made profit on their silver. But this con-
| version increased the amount of rupees in circulation and,
therefore, raised the general price level. This had the usual
results : uncertainty, check on exports, stimulus to imports.
‘These developments, in turn, upset the balance of trade.

Fall in the rate of exchange: Thus the internal value of
the rupee fell. Its external value also declined. The rupee
fell in terms of gold and so the rate of exchange also fell. This
resulted in several evils. The fluctuations in the exchange
ratio introduced uncertainty, which is always harmful to trade;

B and the progress of exports was checked. Government had to
provlde many more rupees to pay the “home charges”. For
i every pound of these charges they had to find now, not Rs. 10/-
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as before, but more and more as the rupee went on 'I‘alling,_
from its original value of 2 sh. to 1 sh. 3d. and even to 1 sh.
Id. This was a great loss, converting a surplus b'udgélt'inlto' a
deficit one; there was also the uncertainty about the ‘exact
value of the rupee at the time of payment. This great loss
also necessitated increased taxation. St :

(IID)  1893-1900: Two Committees

Herschell Committee, 1892-93: Thus both Government and
the public faced acute difficulties. During 1878-92, therefore, men
ahd-iﬁs’titutions connected with commerce -started an agitation,.
for closing the minis to the free coinage of silver and for adopt-
ing the Gold Standard. In 1892 the Government of India also.
sent a despatch with the same demands. So the Herschell Com-
mittee was appointed in 1892. As in the case of the previous
cufrency body, it had no Indian om it. T

- Iis récommendations: The Committee. was -in favour of
clesing the mints to the free coinage of silver. The ‘exchange
ratio was to be Ish. 4d. to the rupee (ie. Rs. 15 to a £) in
place of 2sh. {or Rs. 10 toa £). There was no specific provi-
sion for introducing the ‘Gold Standard, ‘but it was to be adopt-
ed in future. In the meantime a transition ‘period was needed,
in which the exchange would ‘be raised to Ish. 4d. A reserve
of gold was ‘also to be ‘provided before intfoducing the : Gold

End of Silver Standard. Ratio of 1 sh. 4d: These recom-
mendations were embodied in the Act of 1893, closing the
mints to the free coinage of silver and fixing the exchange at
Ish. 4d. This was the efid of the Silver Standard. : :

Fouwler Committee,. 1898 - -Five years after the Herschell
Committee reported, in 1898, the Government of India sent
another despatch, asking for immediately ending the period of
transition ta the Gold Standard. So the Fowler Committee was
appointed that year, to provide a scheme for the changeover.

e
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n on it and was in favour of ad‘opting the
Gold ‘Standard, like the two CUErency bodies before it. ;{;E _ga‘;ef
the following teasons -for this proposal. - More than. % __:_t
India’s foreign trade was with ‘Gold Stande}rd cmimtrl_esl, 501::I
would be facilitated by a Gold ,Stand_arc% in. Indzet. It “;)ru_
also attract capital (which India defnitely required) from
Gold Standard countries, who possessed the necessary amonnlt.
This can best be done through the Golfi Standard and a -s{al:Jne
exchange. Further, there must be sufficient gold for the publie
to export; so the Commitiece recommended:l that a _gok? reser;;q:
should be formed. Its third recommendation was to. keep the
exchange at lsh. 4d. to the rupee.

It also had no India

Manipulation: Gold Exchange Standard: These recom-
mendations -‘were entirely accepted and thus was_ passed the
Indian Coinage Act of 1899. It made the sovereign and h'alfe.
sovereign legal tender along with the rupee. .f'ictwe A.st.epq ?\-.ere-
taken to open a mint for the coinage of gold in India. .Bu_L.{t.he
sanction of the Roval Mint in England was necessary and the
British Treasury did not give it. In fact several measures wc:re
adopted, which introduced the Gold Exchange Standard, in-
stead of the Gold Currency Standard. The latter was rf:cc_lm»
Iﬁénded by the two Committees and the Mansfield Commission
and even accepted by Government, :

Txvzm‘u:'fn CENTURY _ e
(V) 1900-14, Pre-war Period
Drift towards the Gold Exchange Standard .
Crisis of 1907-08 : During 1907-08 the exchange £e-ll_s.teadi-_
ly, because of partial famine and the resulting decrease in €x-
ports.

Gold Exchange Standard, its essentials: In the mean_time
there was a drift towards the Gold Exchange Standard, so we

must study the features of this standard. Under it, the standard:
coin is really a token coin, not a fullblooded coin like the

rupee under -the Silver Standard, i.e. its face value is more than
its intrinsic value (as metal). This currency is inconvertible
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into gold for internal purposes; but for external purposes it is
convertible, at a fixed rate, into a currency which is on the
‘Gold Standard. The Reserves are kept in the foreign country,
which is a sort of planet country in relation to its satellite.
“They are used for making gold available for foreign payments.
“Thus the great merit of this standard is that gold is available
for foreign payments, without having a costly gold currency.

The Mechanism of the Standard. Council Bills: The Gold
¥xchange S.-ndard was worked in India through the sale of
‘Council Drafts and Reverse Council Drafts. The former (also
<alled Council Bills or Rupee Drafts) were orders by the Sec-
retary of State (for India) in Council to the Government of

India to pay rupees. These orders were sold in England to

British importers of Indian goods, for which they paid in sterl-
ing. The Government of India gave the amount of rupees
mmentioned to the Indian exporters, who were thus paid for
their goods. This system avoided the clumsy and costly method
of payment in gold by British importers, its conversion into
tupees in India and Government sending it back to England
for the ‘home charges.”

Reverse Councils: The other side of the system was the
sale of Reverse Council Drafts (also called Sterling Drafts or
Sterling™Bills or Reverse Councils). These were orders by the
“Government of India to the Secretary of State in Council to
pay sterling, in return for rupees received by them (i.e. by the
Government of India) from Indian importers of British goods.

The sale of these two types of Bills kept the exchange
stable at about 1 sh. 4d. per rupee. In the case of both it was
the Secretary of State who controlled the issue, which was one
source of danger. 5

During the crisis of 1907-08, Government's gold reserves
suffered severely. There was also strong public criticism, To
vevise the currency policy, therefore, Government began a
Iong correspondence with the Secretary of State; and it urged
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strongly for a Gold Standard with a gold currency. But the
Secretary of State favoured the Gold Exchange Standard.

Chamberlain Commission, 1913-14: This difference be-
tween the two authorities, and the strong criticism in India,
led to the appointment of the Chamberlain Commission. Of
its ten members, one was an Indian for the first time; the
economist J. M. Keynes was also a member. The findings of
the Commission were as follows.

The most important thing was a stable exchange, which
was the key to the currency policy of India; and the exchange
could be maintained without a gold currency. So they rejected
the Gold Currency Standard advocated by the Fowler Commit-
tee. They gave the following arguments in favour of the Gold

_.Excha nge Standard.

‘The people neither desire nor need a large amount of gold
for circulation. This standard is also very similar to the cur-
rency systems of several countries like Japan and Russia. These
two countries held a large portion of gold outside, as in the
case of India. Further, people should be educated in the use
of more economical forms of currency; and give up the lure of
gold, which is very expensive. .

(¥) 1914-25, The War and after

But while the Commission’s Report was still under study
the War broke out. Its first shock led to a general disturbanze

to business, which was tackled with comparative ease.

1916-19. The System shaken to its Foundations : But abous
the end of 1916 complications began. There was a heavy de-
mand for Indian currency and, therefore, for silver. This re-

sulted from the following developments.

The Crisis in Silver. Its demand and supply: Normally,

India had a favourable balance of trade, as she had to send
“home cnarges to Ilng“ﬂd It became more fa‘«ourable from
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1916-17, because imports from enemy countries were stopped
and Lhose hom the Allieb alao fe]l as the lclt[EI “cre busv wu:h
Taw maten‘als were requlred hy our customers e\en “at high
_prlces So our excess of eXports’ “increased. This strengthened
the exchange, but it also led to a heavy demand for currency
from Government. The situation was made worse by other
factors. India was the base for the war in Iraqg, Iran and East
Africa, and the Government of India had to supply funds for
the purpose, to the ext'e:nt of Rs, 360 crores. Thus the demand
'{or silver (for coinage) increased further. SR e

'But the supply of silver fell because of political distur-
bances in Mexico. Tmports of silver, therefore, décreased and
-its price rose until the rupeemelting point was reached and
even beyond, much beyond it. It was profitable now to melt
rupee coins and sell the silver; the scarcity of rupees bscame
more acute.

Government Measures. Raising the Exchange: In 1915
the price of silver was 27d. per oz. and it increased to more
than 43d., the rupee-melting point, in August 1917. So Goy-
ernment raised the exchange from 1 sh 4d, to 1 sh. 5d. But the
price of silver went on rising—to 78d. in December 1919 and
to 89d. in February 1920. The corresponding figures for the
exchange were 2 sh. 4d. and 2 sh. 10.25d. respectively. One can:
hardly imagine the h'woc which this development would cause
to foreign trade. -

Others : Other measures included control of exchange,
economy in silver through issue of currency notes (for Rs. 2,500
and Re. 1) and nickel coins and use of gold currency. The
total circulation of paper currency was trebled. So the
percentage of metallic reserve fell and that of securities in.
creased, both of them substantially. Facilities for cashing notes.
were reduced and there appeared a discount on notes. Among:
financial measures, Government obtamed more money from:
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additional taxation and from large loans—war loans and trea-
sury bills; and they reduced the capital expendituire.

Babington-Smith Committee, 1919. Ratio of 2 sh. " gold:
Thus the war showed up the dangerous weaknesses of the cur-
rency system; so the Babington-Smith Committee was appointed
in 1919. It had eleven members of whom the one Indian, D. M.
Dalal, wrote a Minority Report. Dalal was in favour of the old
ratioc of 1 sh. 4d., but the majority recommended the linking
of the rupee to gold at 11.30016 grains of fine gold, i.e. Rs. 10
to a Sovereign or 2 sh. gold per rupee. The rupee was to be
linked to gold, and not to sterling (as before the War), be-
cause sterling had depreciated and was still falling; linking
the rupee to sterling would, therefore, introduce fluctuations
in the ratio. The Majority’s recommendations were acceplegi
by Government.

Sharp Exchange Fluctuations, 1920: But Government
efforts to restore a stable Gold Exchange Standard, by holding
the exchange at 2 sh. gold, failed miserably and involved a
huge loss to the Treasury. The exchange rose up to 1lth
February 1920 to 2 sh. 10.25d. and then it began {alling,
particularly after 1st June and, up to September, it fluciuaied
about 1 sh. 10d. Why this fall?

Causes of Fall: The balance of trade became adverse, due
to several unfavourable developments at home and abroad.
There was a commercial crisis in the largest buyer of our raw
cotton, Japan, who re-sold it to us. Another country from which
trouble came to us was Britain. To raise sterling to the level
of gold, she deflated her currency. Sterling prices, therefore,
fell more than rupee prices and hence the demand for our
goods contracted, In our own country there was a ban on food
exports because of famines. On the other hand, the earlier
high exéhange stimulated huge imports of manufactures, espe-

cially textiles.

Vain efforts to raise it : Government tried to raise the ex-
change in several ways, like contraction of currency and heavy



212 Economic History of India under the British
sales ‘'of Reverse Councils, But these efforts failed and from
98th September, 1920 Government left the exchange to its fate,
as determined by demand and supply. It fell immediately
from 1 sh. 10d. to 1 sh. 8d. and reached 1 sh. bd. in December.

Loss to Government and Importers: A heavy price had to
be paid for the experiment. Reverse Councils were purchased at
Rs. 15 to a £ and sold at Rs. 10 and even at Rs. 8 and Rs. 7;
through this, the Indian Exchequer lost more than Rs. 40
crorc., An immense loss was also suffered by Indian importers,
They bought heavily expecting the high exchange to continue;
but the goods were delivered when the exchange had fallen
by 1 sh. 4d. from the maximum level. At the end of the year,
the importers were desperately struggling to sell them. Defla-
tion increased their difficulties and the stocks had to be sold

at ruinous prices.

The Rupee reaches 1 sh. 4d. Sterling, January 1923 : For
two years after their failure to maintain 2 sh. gold, Govern-
ment tried to prevent a fall below 1 sh. 4d. sterling, i.e. about
1 sh. 1d. gold. Yet the rupee remained below even that level
until January, 1923, Government undertock various measures
to raise it. They balanced the budget by economy and re-
trenchment, on the one hand, and by increase in taxation, on
the other. They contracted the currency, stopped the sale of
Council Bills and borrowed £70 million in England in 1921-
23. In the meantime the post-war depression was over and
our balance of trade became favourable, As a result of all
these factors, the rupee at last reached 1 sh. 4d. sterling in

January 1923,

(VI) 1925-29, the Hilton-Young Commission

Sterling Reaches Gold, April 1925- Hilion Young Com-
.mission, 1925-26: The Indian public naturally faveuved
stabilization of the ratio at 1 sh. 4d. but the Secretary of State
wanted 2 higher rate. At last sterling reached gold in April,
1925, and England returned to gold, adopting the Gold Bul-

-
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lion Standard. In a few months a2 Royal Commission on Cur-
rency and Finance, the Hilton-Young Commission, was ap-
pointed. Of its eleven members, four were Indians; Sir Puru-
shottamdas Thakurdas (Sir P. T.) wrote a Minute of Dissent
about the ratio and the Imperial Bank. The Commission was
to examine the Indian exchange and cwrrency system and
practice, and to recommend changes ‘in the interests of India.

I1s RECOMMENDATIONS. THE RaTio CONTROVERSY

(4) Gold Bullion Standard. Defects of the Gold Exchange
Standard : The Commission disapproved of the Gold Ex-
change Standard on the following grounds. It was far from
simple and the basis of stability of the rupee was not clear
to the public. There was no automatic expansion and con-
traction of currency, which depended entirely on the currency

authority, It was inelastic, especially for financing the move-

ment of crops. As a result the public had no confidence in it;
so currency should be placed on a more simple, certain and
stable basis. The Commission, therefore, recommended the
Gold Bullion Standard, ie. gold should be made the stan-
dard of value, but should not circulate. Government should
buy and sell gold bars at fixed rates, but the minimum amount
should be 400 oz. This standard was based on the new English
model adopted in 1925.

(B) The Rate of Exchange. The Majorily for I sh. 6d.,
the minority for 1 sh. 4d. (18d. vs. 16d.) : The majority re-
commended that the exchange, i.e. the exchange value of the
rupee in terms of the pound sterling, should be fixed at 1 sh.
6d. or 18d; the minority was in favour of 1 sh. 4d. or 16d.
This is the famous ratio controversy. It centred on the ques-
tion, “Hdd Indian prices (including wages) adjusted to the
1 sh. 6d. zatic?”

g Adjustment of Prices. Effects of the Higher Ratio: To
understand this controversy, let us first analyse, in simple
terms, the effects of the higher ratio. If the ratio is 1 sh. 4d.,



214 Economic History of India under the British

£ 1 is equivalent to Rs. 15. If the ratio is 1 sh. 6d. £ 1 fetches
Rs. 13.33. At 1 sh. 6d., therefore, a good costing £ 1 in
England would cost only Rs. 13.33 int India instead of Rs. 15
as at the old ratio. If the higher ratio (1 sh. 6d.) is fixed,
people in India would, therefore, buy more of English pro-
ducts, say cloth, Thus imports from England would be en-
couraged, and home products discouraged; Indian industries
would suffer.

Similarly, our exports decline if the ratio is high. For -

buying our goods, foreigners would have to pay Ish. 6d. per
Tupee, rather than 1 sh. 4d., i.e. 12.59, more. Indian exporters
would, therefore, suffer. To compete with foreign products,
our industries, in both cases, would have to lower prices by
12.5%; they would, therefore, be forced to cut down costs,
including wages. ‘This last step would lead to industrial dis-
puies.

ARGUMENTS TOR 1 sH. 6 p. AND REPLY OF THE MINORITY

(1) 1 sh. 6 d. was an established, stable ratio: We can
now follow intelligently the arguments of the majority for
1 sh. 6d. and the reply of the minority to them. Firstly, the
majority argued, 1 sh. 6d. was the de facto ratio, established
over a fairly long period from October 1924, and maintained
stable at that level.

Sir P. T.s reply to this was as follows:

(1) 1 sh. 6d. was not the de¢ facto ratio, nor also a de
jure ratio. It was 1 sh. 4d. which was legally established in
1893 and effective for a quarter of a century.

(1) In 1924 when the rupee was left to itsclf, it reached
about 1 sh. 4d. gold (or 1 sh. 6d. sterling) in September 1924.
Sterling reached gold parity only in April 1925, when the
Government could talk of this ratio as 1 sh. 6d. gold, instead
of 1 sh. 6d. sterling.

. (iif) It was maintained at that level by unnecessarily
high deflation, or by preventing the necessary expansion of

il
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currency. Compared to the pre-War period, the E:urrency'ex-
pansion was about half in 1921-25—in spite of higher prl'ces.
On 8th October 1924, even the Viceroy admitted the string-
ency of money as due to control of expansion. e >

(iv) In spite of this manipulation, however, 1 sh. Gfi.
was not the de facto ratio, because it was not established in
October 1924, but only in April 1925 when sterling reached
gold parity. So the rate had preﬂ'ailed only for a year.

(v) Further?‘ no other country, however rich, had adol.)t-
ed a ratio higher than the pre-War. In fact, other countries
had made great sacrifices to return to the pre-war ratio, thus
proving its sanctity. England also did not change ber ratio,
even when it fell from the pre-War rate of $4.8666 to a £ to

$ 5.38.

(2) Adjusiment of Indian prices to world prices: The
majority argued that a substantial adjustment had taken place
and this was their chief arcument for the higher ratio. Indian
prices, they said, had fallen and a substantial equilibrium
was reached in June 1925 and maintained for a year. A further
proof of this was that the exchange was steady. Another test
was foreign trade, which was not adversely affected by the
higher ratio.

To this, Sir P. T. replied as foll. 's: Indian prices had
not adjusted substantially to world p :es; the greater part
‘of adjustment was yet to come. From th time sterling reached
parity, prices in England fell from 15t to 149 by February
1926. But the Calcutta Index Number rose steadily from 157
to 163 by January 1926 and was 158 even ingFebruary, a point
higher. In the previous period also (ie. in December 1922
to June 1925) the adjustment was only partial. Even taking
the whole period, the adjustment was less. than half.

Further, Goxiérnment had decided on 1 sh. 6d., and to
_maintain it they brought about a direct or relative contrac-
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tion of currency. So even the partial adjustment was arti-
ficial. Regarding the steadiness of the exchange, the exchange
became weak even before the Commission reported. The re-
ply to the argument about foreign trade is given at the end
of (3) below.

(3) Adjustment of wages: The majority concluded, on
general grounds, that wages also must have adjusted them-
selves, especially because the exchange and prices were steady
over a fairly long period and because foreign trade was not
adversely affected. !

Sir P. T. replied to this argument with a detailed analysis,
citing facts and figures: (i) There was no evidence of a fall
in agricultural wages. (ii) The same was true of industrial
wages; for example prices at Calcutta, and wages in the jute
industry there, were as follows:

Wages in the jute

Date Calcutta prices iy
..May, 1918 173 e 110
January, 1920 218 | 140
April, 1925 169 150

Similarly, in the®Bombay cotton industry, workers would not
accept lower wages, even with the rise in the rupee—there
were strikes in Bombay in 1923 and 1925. (iili) Nor was there
a fall even on State railways, nor was a cut planned. (1v) The
same was true of clerical wages.

And if a cut was enforced, it “will entail a long and bitter
struggle between capital and labour, with consequent distur-
bance in the economic mganizdtion Until wages get adjusted
the foreign manufacturers, exporting goods to India, will
enjoy a bounty of 12:59,. At I sh 4d., for a good sold at Rs. 15,
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they used to get £1. At 1 sh. 6d. £1 equals Rs. 13.83; so

Rs. 15 =£1 + 12,59,

Regarding the argument that foreign trade had not suf-:
fered, Sir P. T. replied that the favourable position fof exports:
was due to successive good harvests and the low holding
power of the farmer. And the imports had become slack, in-
dicating lower purchasing power of the masses, resulting
from the ratio of 1 sh. 6d.

{(4) Contracts : The majority said that least injury would’
be inflicted by sticking to 1 sh. 6d., because most of the con-
tracts “were short-term; so they were entered into after 1918,
and after that date 1 sh. 4d. was effective for a very short

_period.

To this the minority answered by drawing attention to-
the heavy agricultural debts. Most of them were contracted
before 1917, when the ratio was 1 sh. 4d. The 1 sh. 6d. ratio:
whuld lower prices and, therefore, impose a burden of 12.5¢7
on the agriculturist debtors, who should have the first con--
sideration, as they were the largest and neediest class—and
one already overburdened. Otherwise, the ';reditors would
get an unearned increment at the cost of the farmers.

(5) The Reserves: Sir P. T. also pointed out that if the
ratio is 1 sh. 4d. less gold per rupee has to be given out, when
there is an adverse balance of trade. This would appreciably
diminish the risk of reserves being depleted. .

(6) The Budget : The majority said that ac 1 sh. 4d.
the budget would suffer, and immediately, because more
rupees would he- required to pay ‘the home charges’ as £ 1
would be equal to Rs. 15 (and only Rs. 15.33 under 1 sh. 6d).
This would ]ead to an increase in taxes, railway rates and
fares. Such an increase would disturb trade and raise the cost
of hvmg of salaried servants. : EE e
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Th}rle ilnority replied thac the budget would not suffer
S0 much. At 1 sh, 4d, there w i

. 4d. would be an increase i ;

. : 1 customs
rfevenue, and also in revenue from income-tax and corpora
_:111011 te;(, as disturbance to industry would be removed. Fur

€r, there would be a decre i i 6 -
' ) ase in bounties given to ai
. : . certa
industries due to the rise of the ratio to 1 sh. bd. i

I sh. 6d. beneficial to the British. The U. K’s need for

markets : is i ‘rati
This is the famous ratio controversy’. But before -

taki i
estel(?g up later history, Jet us see if the British were disinter.
: Spectators and could, theref, i ;
s ore, take an im i i
= : partial view
- thtiles rii‘latfer._ in;tly, from about 1900, England was no long:
€] 9 workshop of the world’. Parei i -
il  wonid. Particularly since the
L Ille was keen competition from other countries: high
<5 hwa s had been raised. The only large open mark,et for
i i l
Ttis manufactunes was India, but even here manufactur
‘WEre progressing, especially textiles, . :

thereB:i:jiz tc}';mcc;'m m India. lGove‘mment Officers: Then
e 1‘nduster 1.tlousands. of B‘rlt-ish concerns in India—com-
plamati,om = a‘;{Yh banking, msurance,  shipping, mining,
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other economic changes affect a country’s foreign trade. The
question of the ratio is intimately linked with foreign trade

and reveals a similar position.

Government Action: (1) No Gold Bullion Stendard or
Reserve Bank: The publication of the Commission’s Report
was followed by an acute controversy, mainly about the ratio.
But the Government tried to push ahead with the majority’s
recommendations. Their Bill on the Gold Bullion Standard
and the Reserve Bank met with stout opposition from the
majority in the Select Committee, and was finally dropped.
80 we had neither the Reserve Bank nor the Gold Bullion
Standard: thus the Gold Exchange Standard, criticized and

discarded by the Commission, was retained.

(2y Ratio of I sh. 6 d.: The Bill replacing the 2 sh. gold
ratio by 1 sh. 6d. had better luck. An amendment for 1 sh.
4 d. was lost in the Central Legislative Assembly by 65 against
68; at that time, there were 41 nominated members, 26 of them
officials, and 9 Europeans_amohg the elected members; ie. a
“itotal of 50 out of the 68 who voted for the ratio of 1 sh. 6d.

(VII) 1929-39: From Depression to War

Weak Exchange, 1927-31 : The exchange was weak during
the next three or four years, thus disproving the majority’s
view about it. To strengthen it, large contractions of currency
were undertaken. This created a monetary stringency, lowered
prices further and led to strong protests by commercial inte-
rests. The process was repeated even during the Great De-
pression, when Indian prices collapsed relatively more, and
when other governments tried to raise prices artificially.

England goes off the Gold Standard : In the meantime
the whole world was in the grip of the Great Depression from
1929 onwards. Ultimately, England went off the Gold Stan-
dard on 2Ist September, 1931. She suspended the sale of
gold bars for sterling, which began falling in terms of gold.
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India was, therefore, no longer on the Gold Exchange Stan-
dard, but on the Sterling ‘Exchange Standard.

EXPORT oF “DistrESS Gorp”

Exchange strong, 1931-36: For the next four or five years

ange remained strong, in spite of adverse factors. These
were: a larger relative decline in Indian prices,
exports of merchandise and a decrease in our balance of
trade. It was the notorious gold exports that saved the situa-

ation and created a large favourable balance of trade. The
€xports were huge—in the six Years 1931-37 more than 20¢,
of the accumulated stock of four centuries and 2 half, ie.

roughly speaking, about a century’s accumulation. But the
Government did not interfere with them. There Were protests
from public men and commercial interests; and demand for
a ban on the exports and for Government purchase of gold.

exch

a fall in our

Reasons for Gold Exports :
arises is: why such huge export
collapse of agricultural prices
and the resulting acute distress
“distress gold” that w

The first question which
s? The chief reason was the -
during the Great Depression;
among farmers, Thus it was
as sold by them and exported. This was.
encouraged by the increase in the price of gold. But why the
rise in price? Well, sterling was depreciating in terms of goid,.
and the rupee also as it was tied to sterling at 1 sh. 6d. Thus
the rupee price of gold increased. '

Gover_nmenr Case for Free Export of Gold: The next
question - is: Why did the Government not prevent—or at
least restrict—these €xXports, as demanded by the public and
by businessmen? The Government case was as follows ;

(1) People are benefitin
and that in a period of ver
large profits, as they had puy

g Irom the high price of gold—
¥ great difficulty. It brings them
rchased the gold at a low price.

(2) It is far better that the gold reliev

€ distress, or is in-
vested profitably

» than remain Jocked up in barren hoards.
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(5) Further, Government did not undertake the neces-
sary expansion of currency, to raise the general level of prices
and reduce the distress resulting from the Depression. On the
contrary there was contraction, lowering prices further.

(6) No public works. Countries like England and the
U.S.A. adopted another method, a huge public works pro-
gramme, which reduced unemployment, raised incomes and
thus lessened the distress. Such, a programme in India would
have reduced the need to sell gold. But the Government of
India did nothing of the sort. The result was that the Depres-
sion continued to the end of 1934.

But Government was determined to maintain 1 sh. 6d.,
even if it smashed the economic life of the country to pieces.
This determination of the Government (to maintain the
sterling link at 1 sh. 6d.) was embodied in the Reserve Bank
of India Act, 1934. Under it, the Bank has a legal obligation
to maintain ghat rato. That leads us to the study of the
Reserve Bank and its functions.

Tar RreservE BANK oF Inpia, 1935

Aims : The Reserve Bank is the central bank of the coun-
try and it started working in 1935. It was established to secure
monetary stability and to operate the country’s currency and

credit to its advantage. It brought about a unification of the .

control of currency and credit.

Managemeni : The Bank then was a private shareholders”
bank and its supervision and direction were in the hands of a
Central Board of Directors. The Board had sixteen members,
of whom eight were elected by shareholders, four appointed by
Government, as also the Governor, two Deputy Governors and
one Government official.

THE FuNCTIONS OF THE BANK

&
(1) Monopoly of Note issue: The first important func-
tion of a Central Bank is to regulate the currency of the coun-
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try. The Reserve Bank has the monopoly of note issue. The
Bank has two departments, Banking and Issue; the latter is
concerned with currency, which was issued under the propor-
tional reserve system. The ‘gold’ reserve is to be at least 40%,,
including sterling securities; gold in the reserve was to be
worth at least Rs. 40 crores and at least 859 of it was to be
held in India. Rupee securities could not exceed 259, of the
assets or Rs. 50 crores, whichever was greater. The various re-
serves were unified now. To provide elasticity during the busy
agricultural season, the Bank was empowered to issue notes
against three months’ bills of exchange. This also makes the
system’ automatic; when the bills are paid for, the cuxrency
contracts again. But the bill market was undeveloped in India.

(2) To maintain the Exchange : Another central banking
function of the Bank, as we saw at the end of the previous
section, was to maintain the exchange at 1 sh. 6d. per rupee
by buying and selling sterling.

(8) As Government Bank : It is but natural that, if there
is a central bank, it should act as the Government’s bank. So
the Reserve Bank was banker to the Secretary of State, Central
and Provincial Governments, Native States and local autho-
rities. In this capacity, the Bank was (i) to receive and pay
money on behalf of these Governments; (ii) to receive their
cash balances and to conduct their remittance, exchange, and
banking business: (iii) to manage the public debt and issue
new loans; (iv) to make short-term advances to Governments,
generally for three months or less; (v) to-act as agent for
Governments for (a) collecting the principal, interest and
dividends and for (b) buying and selling gold and silver,
shares and bills of exchange.

(4) As the Bankers’ Bank: As the central institution in
the banking structure, the Reserve Bank also acts as the
bankers' bank. Banks with paid-up capital (and reserves) of at
least Rs. 5 lakhs each could become scheduled banks and receive
belp and guidance from the Reserve Bank. They had certain
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-obligations, like submitting weekly returns as preseribed. They

had also to maintain with it, without interest, a balance of
at least 5% of their demand liabilities (deposits which can
be withdrawn at any time) and 2% of their time liabilities
(deposits which can be withdrawn only after a fixed penod}
“This enables the Reserve Bank to have adequate resources
and to influence the credit policy of member banks, through

_a centralization of banking reserves.

Open market Operations: To regulate credit in an £mer-
gency, the Bank can deal directly with the public, through

.open market operations. That is, it can deal in securities and

eligible bills and thus expand or contract credit. The aims

.of such operations are to control the exchange, to protect the

reserves and to maintain price stability.

(5) Agricultural Credit Department: We saw how this
.department helps the Co-operative Movement. Its functions
are to develop contact with rural credit agencies, to maintain
an expert staff to study questions of rural credit, to advise
.Government - and co-operative (and other) banks on such
questions and to co-ordinate the work of agencies supplying
yural credit. It has published reports on rural credit, with
sugzestions to impreve it and also reports on co-operation
and co-operative experiments. '

(6) Among the other functions of the Reserve Bank is
the purchase, sale and re-discounting of bills of exchange. The
tate for re-discounting is called the bank rate and it can bz
changed for regulating credit and prices.

Other Developments during the Defiression : As we saw
while studying the history of agriculture and of foreign trade,
export prices fcll much more than import prices during the

Great Depression. Between September 1929 and June 193

for instance, the former fell by 479, the latter by 169, only.

Thus the terms of trade turned against India. In spite of this
steep decrease in export prices, however, our exports shrank,

e ———
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because of trade restrictions and currency depreciation by
most countries. This, combined with low prices, inflicted
acute suffering on the vast majority, i.e. the agriculturists.
One result of this, as we saw, was the sale of huge amounts
of “distress grld”. In this situation, limited relief was given
by trade agreements with the Empire, with England and with
Japan in the early 1930s.

Need to lower the Exchange Ratio : Under these circum-
stances, thére was a persistent demand during all these years
for a lower exchange by commercial and agricultural inter-
€sts, by politicians and economisss. The 1 sh. 6d. ratio had
not been proved the correct one and the ratio controversy
continued. All the important countries had lowered the ex-.
change value qr purchasing power of their currencies. Fach
such event aroused fears that imports would increase and
exports diminish. The depreciation of the yen by Japan in
1932 resulted in large imports from that country; and Gov-
ernment was forced, as we saw earlier, to raise the import
duties on non-British cotton piecegoods. But on the ratio front
Government was adamant. When agricultural prices collaps-
ed, Government dcunILy undertook a considerable contrac-
tion of currency, to maintain the ratio in 1929-31. Prices fell’
further in the next two vears.

Effects of Fall in Prices: The fall in prices disturbed the.
relations between various classes, Those with a fixed incom=
obtained ag unfair ',advantage_at the cost. of others and this
created friction and distress. As between employers and
veorkers,\ debtors and creditors, tenants and landlords, tax-
payers and Governments, the second party gamed at the
expense of the first. But ultimately all r};& parties suﬁered :
there was large unemployrnent among workers, credltors_
<could not get .even interest, government revenues shrank A
change would have, theretore benefitted all AN thf. lqng Tun. .

- L'he. 8econd World War put. this: comtroversy »iinto  the
background -and raisedanether,: that*abeut ﬁvep-»msue offpaper ;
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money ‘and fhe restlting inflation, about sterling balances

and métholls ‘of wdr finarice. We ‘¢iin ‘understand ‘it hetter withe

a Badkgfotill of ‘the ‘earlier hitory of paper currency ‘and so
we ‘will ‘take Gp ‘that mow. :
FistoRy ©F PAPER ‘CURRENCY

Currency Notes by Presidency Banks, from 1839 : We saw
at the beginning of this chapter that a standard rupee coin-

was introduced in British India in 1835, Within a few years.

paper currency was also issued. By Acts of 1839, 1840 and 1843,
Government-controlled Presidency Banks were authorized to
issue currency notes up to Rs. 5 crores. But their circulation

was practically limited to the three Presidency towns, because
of their novelty and the difficult communications. The first

railway line, for example, was opened in I853.

‘Government Aonapoly, 1861, ‘Currency Priniciple. Fidu-
ciary System: The Paper Currency ‘Act of 1861 established
Government monopoly 6f notesissue. The Towest notes were
for Rs. 10 and all were legal ‘tender in their own m‘cle Gnly
Folrowrng the English model, ‘the cuivenicy principle was in-
1roduéed {as oppoﬁsd to the ‘banking principle) ; that is, there
was full ‘thetallic teserve above a certdin amount. This made
for security but not for elasticity, and also locked up too much
precious metal. It was called the Fiduciary Reserve System,
because a certain portion of the note-issiie, not covered by
metallic _resene is ‘called hduc;ary (or uncovered) issue and
is ‘covered By “Governitient Seclivities. 'In India, this was fixed
at ‘a maximum ‘of Rs. 4 ‘crores.

Urr&er the ’barfkmg pnnap’]e, on ‘the other hand, the pro-
pomcmﬁ-l réserve system is ‘followed. In this, the mietallic fe-
serve ‘is ‘a cértain mirfitm proportion ‘of the ‘total note issue.
It pfev‘a‘ilﬁd ‘then ‘in most Teading countries—the proportion
was 25 ‘o 409, —sndl it ‘makes for elasticity.

_ *Ciroulation groivs, éspecially “gfter 19090: Tn ‘the ‘begin-
ning ‘the circulation of hotes was Himited, it Was loss thare

-~
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Rs. 4 -croresin 1861. But gradudlly it grew, especially after 1900.
Several factors were responsible ‘for ‘this growth.

Causes - With the passage of time, people becam_e fam-
liar with the notes, confidence in ‘them developed and ‘there
was more education. Fhere were improvements in the systeme
also. A smaller note, the 5 rupee note, was issued in 1891. Im
those days of very low .prices, most people had not much - use:
for the 10 rupee note, which was the smallest up to 1890. The
notes were also universalized, i.e. made legal tender through-
out the country: the 5 rupee note in 1891, Rs. 10 and 50 notes
in 1910, Rs. 100 note in 1911. Lastly, there was a great in-
cease in the fduciary issue, especially -after 1891; it was
Rs, 14 crores in 1911 compared to the maximum of Rs. 4 crores. .
in 1861. The result is shown in the table below.

‘Cirenlation of ‘Currericy Notés, in ‘crores of Rs.

1862—63 ~ less.than 4
189001 _ 16
190607 45
March 1913 69

Chamberlain Commission, 1913-14.: The Commission’s
opinion was that a more elastic currency was required. This
was because of increasing trade and limited use of chegues
and other credit instruments. It wanted, therefore, that
the fiduciary issue $hould be increased—immediately from.Rs. 14
crores-to' 20. But thie ‘War broke out in a few months.

THe Fzg World War: As we saw earher, therf: was afy
abnormal rise ‘in ‘iHe price of silvér during the W ar and. also
‘a ‘gredt increase ih the neéd for fipee finarice. So it became
mare and mote ‘difficult ‘to 6btiin silver ‘for coinage and for
the ‘paper ‘currency '1ésérve, These “factors made it n&cessary to
have “a "huge irfarease in the fiduciary issue.
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Date . Note circulation % age Reserve
~ —in cores of Rs. Metallic  Securities
31-5-1913 . 69 80 20
3131919 e 64
133 i 46 54

31121919

"]juring the War, thus, note circulation was doubled, the
percentage of metallic reserve reduced to half and that of
securities trebled. The limit for the fiduciary portion of the
reserve was fixed at Rs. 120 croves, of which Rs. 100 croxes
could be British Treasury Bills. This large increase in the

percentage of secUrities naturally endangered convertibility of

- notes, which largely replaced rupee coins.

Babington-Smith Committee, 1919. Measures for Elasti-
city : Its recommendations were embodied in an Act of 1920.
To introduce automatic elasticity in the system, two devices
weré adopted. First, the fiduciary portion of the reserve was
no longer to be a fixed amount. It was to be not more than the
metallic portion, i.e. not more than 509, of the total reserve.
The Government of India securities were to be Rs. 20 créres
at the most. Secondly, emergency paper curl‘encj-' up to Rs. 5
crores could ‘be issued, against commercial bills of’ {a maxi-
mum of) three months’ matuority. This limit was raised to
Rs. 712 croves by an Act of 1923, 5y

value “of “the rupec was essential—both, internal and external.
This was to be secured through the proposed Reserve Bank
which would control both currency and credit. For internal
stabiiity,” the - Commlssmn recommended dd]ustmenf of the
ambunl: ‘of currency to the peoples ncnda For seasonal needs,

of" currency through self- 11qu1d1t1ng (,ommcrcm]

Bills— ~aid thtough G"xe'mm\,nt of Indm securities. Cmps wonld.

Hzitcn-}’ong Commission, 1925.26. Stability of the value
of ‘1‘71(: ripee —h:cmdmQr to the Commission, stability of the

:'ﬁﬁance the bu}mq of crops after harvest, it proposed
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be paid for through bills of exchange and their discounting:
and re-discounting. When the buyers met the bills, the money
would return to the commercial banks and to the Reserve
Bank. These measures should make for external stability also.
But for correcting a temporary disequilibrium in the balance
of payments, gold and gold securities could be used.

Proportional Reserve System : This was the system which
the Commission recommended for note issue. It prevailed n
most leading countries and assured great elasticity, without
sacrificing security., It suited India particularly, it said, for two
reasons. Banking and the use of cheques were not developed
and there was great need for elasticity. This need was the greater:
due to the large seasonal (agricultural) demand. At least 4097
of the reserve was to be in go]d and gold securities; the per-
centage of gold was to reach at least 25 within ten years. (For -
this, Government could have purchased part of the “distress
gold” exported durirg the Depression. The Commission re-:
ported in 1926.) The rupee securities were not to exceed 259
of the reserve. '

We have seen a_lread.y how Government had to drop the
Bill on the Reserve Bank in 1927,

During the first two vears of the Great Depression, cui-
rency was contracted by about 25%,. This was at a time when
it was necessary to expand it, for raising prices and Stllﬂu]atlﬂf‘."
business activity and employment.

Reserve Bank of India Act, 1934 : While surveying the
Reserve Bank’s functions, we have already studied the mechanism
of the issue of paper currency by it. Until 1939 it did not have
to face any difficult situation or emergency. Though it seemed’
to work well, therefore, it had not yet passed any positive test.
Such a test came with the War; and here we resume the history
of currency and exchange in general. '

(VIII) 1939.47, The Second World War

Huge Expansion of Notes: During the War, there was &
huge expansion of no‘es in circulation and of sterling securities
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in the reserve, as shown in the following table.

- Sterling Securities-
Notes in @irculation: in the Reserve
(in crores of Rs.) (in crores of Rs.)

August, 1939 - 179 50.5
July, 1943 738 571
28-1-1944 854 745

At this last date, gold coin and bullion in the reserve were
worth only Rs. 44.4 crores. But under the Reserve Bank Act,
* sterling securities were considered a- part of the ‘gold reserve’;
so our ‘gold reserve’ amounted to moze than 809, while the
legal minimum was only 409 ! By 1945 these securities had
soared to Rs. 929 crores and notes in circulation had become
six times the pre-War amount. In additon, there was a net addi-
tion to rupee coins and one-rupee notes by mewre than Rs. 100
Crores,

Inflation; Prices soar: This increase in the circulation of
money represented so much more demand for goods. But their
supply did not at all rise by any such level. For example, by
Maych 1943 note circulation rose by 26097, but production of
goeds increased by about 209, only. The result was inflation,
which is defined as expansion in currency, unaccompanied by a
corresponding expansion in production. So prices rose from
115 to 272 by March 1943; and to 325 by May, as measured by
the Calcutta Index Number. By the end of 1945, they were
four times the pre-War prices.

A Vicious Spiral: Inflation and Scarcity: Thus staried
the vicious spiral of inflation and scarcity. For instance, if
Government issue extra notes worth Rs. 5 crores and purchase
goods with them, it creates scarcity—the amount of exchange-
able goods diminishes—and prices rise. Now more money ex-
changes with fewer goods, and so prices increase further. At the
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next stage, therefore; more extra money has to.be issued. and so

‘the spiral goes on rising.

Reasons far this Development. Sterling Balances : How did
this situation arise > The Government of, India boughta huge
.amount of goods in: India for themselyes and. for, the British and
.other Allied Governmengs and paid for them in rupees. The
British Government paid, for them. in sterling. in London, wher‘e
it accumulated to the credit of the Government of India. T}ns_
-was the origin of the famous: sterling balangces of India which
rose from Rs. 64 crores in 1939 to Rs. 1,783 croves in 1945-46.
Another source of their accumulation was the excess of exporis

Repairiation of Stevling Debt : This large acgulmu_la_,tiqn. af
sterling: explains two developments.: repatriation of our stclfl!mg
debt and:increase in note circulation. With the sterling credited
to the Gmern ment of India, India’s sterling debt was repatriated

fi.e.__ répaic_l;)_. For example; such debt decreased from Rs. 4(:}.9
.crores in 1988-39 to Rs. 93 crores in 194243, ie. to onefifth in
‘four years.

Increase in Noie circulation : - Part of the sterling, which
was acc.umulating:- in. London to our credit, was invested in sterl-
ing securities of the British Government. These were transfer-
red, from time to time, to the Issue Department of the Reserve
Bank_-_., which issued notes against them. This had, therefore, an
inflationary. effect. :

Checking Inflation : Partial methods: To check this,
‘Government introduced, in 1943, measutes like excess profits; tax
.and 'r-égu_l-atipn_. of private investment, But these partial methods
'cé,uld. not succeed, so- long as the policy of inflation. was not
changed.

Correct Methods: Example of England: Was this situa-
‘tign unawoidable? How, for example, did England tackle her
<own. problem ? In England: prices increased by 54%, between
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1939 and January 1943. In India, during the same period, they
rose by 1309, and by 2009, by May. And this difference arose
in spite of incomparably greater war expenditure in England.
Why? The explanation lies in timely and comprehensive mea-
sures undertaken from the fear of inflation, which was experi-
enced in the First World War. There was limitation of dividends,
deferred pay, sale of British investments abroad, price contral
and rationing and, at the back of it all, cheerful co-operation
by the public. But the British did not sell their investments in
India. We will, however, pursue this matter a little later.

Effects of Inflation: What were the effects of this inflation?

They varied with different classes. We discussed the effects of
the fall in prices during the Great Depression; and from that

discussion one can easily infer the effects of this opposite:

development. We will, therefore, have only a brief look at it.
The fixed income group obviously suffered the most. Regarding
wage-earners, they got some dearness allowance (if they were

organized), but only after the prices increased; when spent ord

goods, this extra income raised prices further. Farmers did not
secure full benefit of higher prices because of defective market-
ing; and only the big ones had a substantial surplus to sell.

Creditors, on the other hand, definitely suffered as the same .

loan, now returned, purchased less. Businessmen and industria-
Iists, of course, made large profits, but they were mainly paper
fortunes, as the value of the rupee was continuously falling. It
was the period of “The Falling Rupee”, to borrow the title of
Prof. C. N. Vakil’s little book which created a great stir.

Thus inflation acted as veiled taxation; it was more like
robbery with the difference that, unlike robbery, it was an in-
visible, continuous, nationwide and legalized operation. It also
stimulated hoarding—by consumers to avoid higher prices and
by dealers to obtain higher prices. Thus artificial scarcity was.
created, with the poor suffering the most.

Alternative ways: Prevention and cure of Inflation : But
was there any other way for Government to follow? It could,

——
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firstly, have followed the accepted practice of paying in gold for
its purchases, or raising loans in India or selling the British
assets in India as in the U.S.A. (during both the World Wars) .
This would cut at the root of the problem and prevent infla-
tion. Once inflation had set in, its effects could have been
minimized by three sets of measures. Government could have
diverted purchasing power from the people through taxes from
the richer classes and through loans, voluntary and compulsory.
Secondly, price control and rationing would have prevented the
rich from obtaining unduly large supplies at the expense of
others, and in the process raising prices further. Government
at the Centre and in the Provinces underwent large extensions,
with new departments and high salaries. This increased the
need for issuing more paper currency. There was an obvious
case for retrenchment here.. &

Reserve Bank’s Attitude: The Reserve Bank has the
monopoly of note issue and the duty to advise Government on
currency matters. What was it doing all this time when such
hyper-inflation developed? Its attitude, to say the least, was
passive. It could have pointed out to Government the over-
whelming dangers of inflation and the right methods to find
rupee finance. But it was dominated by Government and, to a
lesser extent, by businessmen who seemed to be deluded by
paper fortunes. Thus when the positive test came, the Bank
was found wanting.

RErorTs OF CURRENCY COMMISSIONS, A COMPARISON

The Hilton-Young Commission was the last such body on
currency and exchange; there were six in all. We have studied
the Report of each as a whole; we may now look briefly ar all
the reports together in their different aspects. The derails are
given in Table 18, so there is no need to go into all of them;
in fact, we have already surveyed them earlier.

Circumstances leading to their Appoiniment: There was
no crisis when the Mansfield Commission of 1866 was appointed;
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the 1eason for its appoinement was the demand, by both the
ﬁ?bhp i ngmmmt’ for a Gold Curreﬁf;y Standard. But
‘hough the Commission recommended if, the Secretary of State

would not agree.

ri iT}Tl[?h Her%_c_hg . Committee, 1892.93, had. to resolve a real
anfihs: v ecal silver had fallen rapidly; so. there was fall
and instability in: the exchange; This time also the-fmhiic .

- rThe Fo.w}e:t‘ Committee, 1888, was in continuation of this:
i was ?p;:omted o examine Government’s demand: tor endih;
¢ period of transition. The C i ;
- 1he Committee agreed i ini
| : and its opi
ey : ; pinion
A3 accepted and put into Dractice. But later the Secretary of

State manipulated the ; .
Standard. i SRccintmdluction of. the  Goly Exchange

SUCthﬁS (Ehamberlain Commission, 1918.14 was the second
- Y taced with a crisis The exch :

- e \ risis. ‘chiange, exports and i-
E;;Iarly t%;e gf:)l.d reserve had fallen: ang: both Givernanl;entp artzi
ap: pub;lc criticised the Secretary of State. But this Commissait:n
-approved of the Secretary’s action di .

; ; and’ discarded the ide;

_gold. cu'rrency, wh-l_ch Was supported by the three Previous boz' .
20on came the First World War and 1 great rise ) -

-of silver and in the exchange n the price

.solvesz ;h; ngipgtDﬂ-Smﬁth Gomm_i,t_tee of 1919 had abio 1
But thit ;_5111.@- problem. Igs remedy’ was a ratio of 2 sh .gcr]d
o G not work: well: ag all a5 . T e
dati - T eean, as prowed: by the e
dﬂ-!‘-'lqn Of the lase QQIDIRIS_&I_QH_. of 1925-26 b i rgcgmfl;lﬁn

- S Eh & B S 0dl ratio,

—

|
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|
Recommendations:. (V) Begarding the Currency Stapnderd:
"The first three bodies were in favour of the Geold Currency
Standard; but the: fourth; the Ghamberlain, Commission, ap-
proved of the Gold Exchange Standard, already introduced by
the back doer; and the lastt Commission was for the Gold
Bullion Standard; which was current in England and which
was ultimately not adopted in India.

(2) Regarding the Exchange Ratio : The first Commission
recommended a 2 sh. ratio and the next body (of 1892-93) was
in favour of I'sh. 4d., which remained the legal rate until the
F.i'rst World War. The majority of the Committee of 1919 was
for 2sh. gold and the majority of the last Commission favoured
1sh. 6d., in 1925-26.

Other Features: There was no Indian on the first three
‘bodies, vet their recommendations about adopting gold currency
‘were not carried out. The next two bodies had one Indian each
and the last had four. The Indian in 1919 insisted on the 1 sh.
4 d. ratio, as opposed to the majority’s 2sh. gold; Sir P. T. in
192526 similarly favoured 1sh. 4d., while the majority was
for 1sh. 6d,

Since 1947 there have been several notable developments,
like India joining the I. M. F. and the ‘World Bank’ in 1947,
‘nationalisation of the Reserve Bank in 1948, devaluation of the
rupee (1949), along with that of the pound sterling, the using
up of much the larger portion of sterling balances, change in
the system of note issue, introduction of decimal coinage, in-
flation and the second devaluation (of 1966) .

Questions for Revision

1. Bring cut the major developments in currency and exchange in India
in the 19th century.

2. What were the effects of the First World War and the Great Depres-
sion on Indian currency and exchange?

3. Compare the effects of the Second World War on Indian CUITEncy
with those of the First World War. '
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Chapter XIII
BANKING AND PUBLIC FINANCE

Banking

Banking has very close links with  currency. A good
banking system can strengthen the monetary mechanism, an
inadequate one hinder it. Both contribute to the money supply
of the country and banking helps to economize in the use of
currency. Because of the close connection between the two,
a central hank is generally set up to control both in modern
times. We now take up, therefore, a survey of the history of
banking in India.

(1) InpicENOUS BANKING. THE ‘SHROTES’

Early history: The Indian money market is made up of
two groups of institutions, the European (or moderh) type of
banks and the indigenous bankers. The latter are as old as
Indian commerce, which is referred to by Kautilya (about 500
B.C.) and even by Manu (about 1000 B.G.). They lent money,
granted bills and made insurance by land and sea. They are
known by different names, such as ‘shroffs’; and we will call
them that, for the sake of convenience.

The Muslim invasions led to insecurity, which was fatal
to banking and resulted in hoarding. . But some individual
shroffs still prospered and they combined trade and money-
changing with banking. < Many such families were bankers to
Courts and advanced money to them, even to the East India
Company. About 1800, however, they suffered from ‘the “com-
petition of Agency Houses and of the European type of banks;
also from uniform currency (from 1835), which removed the
need for money-changing. sl hiaw =x

e
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Fhe Reserve Bank’s Schemes, 1937 Under the Reserve
Bank of Tndia Act, 1934, the Bank was ‘to'report on the matter
in threc years. ‘So it framed a provisiotial schere in Ny 1937,
of indirect Tinkirig throtigh schigtaled *banks, ‘etc. and of direct
linking with very stringent conditions. This raised a storm of
protest, that the Bank 04 ot followed the recommendations
of the Central Barnking Enquiry ‘Comimittee. On the lines of
these, therefore, a second scheme Wwas framed in August 1957 for
direct linking. But the dhiroffs ‘did not like certain conditions,
like those for developing the deposit business, giving wide pub-
licity to their accounts and giving up their non-banking business.
So the Reserve Bank reported to Government that it could not
frame any aceeptable legislation on ‘the subject.

With such a large sector of the country’s banking outside
its direct influence, the Reserve Bank was not in full control of

India’s credit mechanism.

Modern Banking

Agency Houses: Modern banking began in India with the
Agency Houses at Bombay and Calcutta, They started bank-
ing as an aid .to their trading activities; and their main contri-
bution was the circulation of notes. Their speculaive activities
created trouble for them and they were wiped eut in the
commercial crisis of 1899-32.

(2) JoNtTsTOCK BANKING

At ‘thie ext stage we have jointstock ‘barks, pure banking
concerns. The first suéh bank was the Bank 6§ "Hindostan,
searted in 1770 in Caleutta; ‘other Banks followed. Bt all ‘of
themn went ifito lignidaeion in ‘the ¢isis ‘of T8E9:82, dlong. with
the ‘Agerniey Eouses.

(3) PRESIDENCY BANKS

- The establishment of the Presidency Banks, in the capifals
6f ‘the Fhifée Presidencies, marks ‘the third stage. The Bank of
Bengal ‘was saireed ‘in 1806, fHe first Bufik of Hembay ‘i ‘1840
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(and on i collapse, the second in 186
Madras in 1843, They had close relatj
who subscribed part of their capita]
Directors and officers. The Banks hag
and also the monopoly of Governmen
mostly meant for helping the borrowing programme of the East
India Company, and for facilitating the trade of British mer.
chants, Jn 1862 the right to issue notes was taken away; but
they could stjj use -Government balances in the Presidency

Towns, without Paying interest. Tpe Presidency Bapk Act,
1876, is discussed 2 little Iater. -~
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1860-1900. §pmy Progress.
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great progress, though the brinciple of Lmiteq -
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ETE,
that when thay
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. | in 1876,

o of resi - Act was passed in
: ing of the Presidency Banks, 3}1 . 5
‘_"Ol"kmrf céb\ii‘nnie:lt took away their capital from f;hcr;: B?.'rnh :
Utéder 12 up the right to appoint Directors and officers.
and gav

an

hus the
ths or on the security of immovable property. T

mon _ y o

Banks’ loans w_ould not be tied up.

. o i mained,
ut their monopoly of government banking rlfi ol
i . i 't ir cash 1
thoush government kept the major p;xlfe o;ﬁ3 ;:1(; i
e 1 et toeas ies, etc. _
- ryves, 1n chisirict treasur : .
“lesegers; bank” to some extent. Thus they 31:11311111 Coan
. ompirable to that of a central bank, ¢ Oﬁ o L o i
Lo ] : :
. i 9*1p before the Act of 1876. They also ]n{:i), .
OW - Laarx DELOTE TR . . : :
Eirect‘y through Ioans against goods and mdl;"elfm Iythz s
i ‘hﬁ ndis.” In<1921 they were merged to or _
ing ‘hundis.” T _ .
B;nk, as we will presently see.
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5 o - i
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sto k ballKS mn tie dOZf.‘Il 563{3 !ust before th.e Illst k OIld L'\"at
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1913-39. From The First World War fo the Second—
5 - Several Developments

i : nk failures: In 1913-14, however, 55 banks went .
Is'ab_'z‘).‘fiflmii;;z?r:mfgiz-lT 32 more, while in_ 1911:8-2'5 91
o hquma‘L 2 h"‘hr* total was thus nearly 180 in 12 years,
?an_ks Couiff*ib;;lc ;u: menth on an average. ‘,ﬂ}}' such 111101&
;;em;;il tisl;;{tif;uo:xs [:a:ilures?' And what were its effects?

] Fail rere ignor-
Causes. Effects: he reasons for the {auure;me gr;ke
SAALHSES, 1 EnEs d frau - -
ance, inexperience, incompetence and_ everi . unSIgunmd -
: :
uick profits, for instance, the banks investe s
((3'11 1strial concerns. Cash reserves were not prudently - :
ustr NCErns. _ e
Banking practice sufféred from serious ldefi.c sd : Furthther
AE : = L ¢ runds. 3 3
SOT nk : iated the
s ‘of. some banks misappropr .
Directors ‘of. some .
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MIRIITE 13w Wa i e : §.on e
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ratduicn Banis, e ; ; e : e - b5
depasitors, :but they scrved a’ useful purpose. ' Th ¥ .empl
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i and indigenous bankers. It was in favour of an allIndia
W sudy these i detail, ' bankers’ association and the spread of knowledge about bank-
The Imperia] Bank . ; ing. It also recommended a Bank Act to deal with the orga-
Functions: of India, 7927. 2 8. : - . i
“reitons: In 1091 3, th 5 Public Chargeter. nization and amalgamation, inspection and control, of banks,
to form the Imperial B . Such an Act was, therefore, passed a few years later in 1936,
Perial Bank of Ingdi,. Its public

I(:‘SpOnSlblIltlf.‘S Were Sf.‘ClllEd. ITIIS was dOﬂE b;
on i'lta] Inattels.

were merged
character ang

Governmen; The Indian Companies (Amendment) Act, 1936: Under

the Act the minimum working capital of a bank should be
Rs. 50,000. A bank must set apart at least 209 of its profits
for ‘the reserve fund, till it equals the paid-up capital. The
minimum cash reserves should be 1.59, of the time liabilities
and 59, of the demand liabilities. A bank has to be managed
by a banking company, not by a managing agent.

X;nor:;al foird; a‘nd also by giving instmctions
fmmeﬁt (S)f uInct?ons‘ was all the banking_hus;
— makmg)nci;z; nz:.thandling treasur; ba
e ] 1its on Govemment’s be i
- Banieb;.h (T_hese functions were tranl:;if‘}e:in atn o
. ,new etr: It was set up i, 1935). The Ba I(: -
L . ranches, JI¢ was nationalizeq ; S W%S
| . ' m 1955 i

lances, accepting

Reserve Bank, 1935: In the meantime, the Reserve Bank'
of India was set up in 1935. We have already studied its
functions in detail in the previous chapter. In particular
it took away from the Imperial Bank some of the functions
performed by the latter—what may be called the central bank-
fing functions, like acting as Government bank, handling
treasury balances, managing the public debt.

Growth of Jointstock Banks, 1913-39: We have s=en the
bank failures of 191525, but there was also growth during the
period. The first World War and the post-War boom en-
«couraged the starting of new banks. The deposit liabilities of
‘banks increased from Rs. 56 crores in 1913 to 80 in 1921 and
to 109 in 1937. Not very rapid growth, but then it occurred
-gven during the periods of bank failures and the Great De-
pression. During the lactter, a good deal of branch banking
«developed, due mainly to the Imperial Bank opening its statu-
tory 100 branches. The jointstock banks had to do the same,
for fear of being driven out by these. By 1937, there were
151 jointstock hanks with a capital (and reserve) of at least
Rs. one lakh each. There were in addition 1400 small banks
and loan companies,

to ordinary Jjoint-stock banks
the money market ang SO it .':0
_bank. Nor coulq it issue not
1862, as we Saw earlier.
to ft_znction as the centry]
dominateq by Europeang
Europeans; Indians
Managemen; of banks,
at the cost of the Indiap

€s; that ri

Central Bankine 1, .-
g Enguir C .
the seco dtary Ommitiee, 1999 35.
o .:d I‘ESlflt of the bank failures of 19?;9 =
Hilton Ymphasued the need for a tral .
“toung Commission = bank (a5
contact ' : ad also dope ;
and harmonjgys relations betWee:ln j?25-26) and for :
= 1nt-5tock banks War : Concentration, Backwardness: The Second World

War saw a great increase in deposits, demand Habilities being
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larger than time liabilities. There was a huge growth in th

numl?er of branches also, resulting from the desire to ers1 z
taxation. But they were concentrated in the bigger tmc:rll)e
There was concentration in another sense also. As in the cast
f’f of:her c?untries, “the big five” dominated joint-stock bank-
ing in India. But unlike the advanced countries, it remained
veiry. backward in several respects : in the number,of ba kime

fmlhon of population, in the amount of capital Per b nk =
in the per capita bank deposits. s

(4) EXcHANGE Banks

The Preside;lcy Banks, as we saw above, were prohibited
f?om. dealing in foreign exchange and from raising funds i
Ml&. But both these matters became increasingl Om-.
important j«_'_iEI'L _the growth of IndiE’é_Tﬁféigﬁ__tﬁdey Iﬁ?;e-
Indian jointstock banks also ra:_rﬂf__t_ookmu_pn this work ‘ th -
suffered from several handicaps: limited funds I-ack’ asf il
necessary training and experience, no access to, the LO dtf)m
n?oney market, absence of branches in Iohdon and othonf .
eign c:?ntres, competition of well-established forei 3 o
banks in India. e

So thdse foreign banks had vi
_ ' b virtually a monopoly of the
foreign exchange business. The early banks were English, as

inglz;nd pred?minated in our foreign trade and as London
as the financial centre of the world, _But Tater came Branches,

of the principal banks in other countries.

T - - = - - .
i heir Business: In the beginning, almost the only business.
el 1ef exchange banks was to finance India’s foreign trad,

ut after 1930 most of them al 7

: 1 50 undertook :

financing of internal 1 e
_ H trade, in those areas i i

branches. But their mai i Wi

i ain business remained th ing

olF Eoreion 1o e S : at of financing

de, by purchasing ar ounti ignn bi
Foien § and discounting foreign bills

i ism:
3 ris ;r;..lefhamsm._ By far the greatest part of the bills were
p_o . i .s (mostly for three months) drawn by Indian

exporters. These bills wer
in India and re-discounted in the
the Bank of England.
sterling for rupees paid by
trade was largely financed in this way, with the funds of
_ British banks. The great advanta
' the facility of re-discounting bills
%ket, where the rate of discount was gener.

;{ndia.

used
established, they began selling sterling to 1it.
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o discounted by the exchange banks
U. K. by joint-stock banks or
Thus the exchange banks received

them in India. India’s export
ge of this arrangement was
in the London money mar-
ally lower than in

To bring their funds back to India, the exchange banks
to buy Council Bills. Later, after the Reserve Bank was

The Banks growth: The table below brings out the
growth in the number of exchange banks and particularly in
their deposits in India. The growth was very rapid between
1870 and 1918, especially after 1890. After that their number
increased sharply up to 1921, but their deposits rose much less

right up to 1935.

No. of exchange banks Deposits in India

~ Year

: (in lakhs of Rs.)

1870 3 52

1890 ; 5 7.63

1918 ’ 1 NN 61,85

. 1921 17 75,19

= 1935 17 76,18
them:

; The Question of ~Restrictions: The need for
The question of placing restrictions cn these banks is an aspect
.of the larger question of controlling foreign capital in India.
We have already studied the latter in Chapter VL. There was
2 demand for the regulation of exchange banks also, to safe-
guard national interests. It arose because Indians’ share in
handling their own country’s foreign trade was less than 159
‘There was thus much loss in commission, brokerage and insur

F
T
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ance charges. This position was the result of the large facili-
ties lgiven by the foreign exchange banks to their national.é.
Similarly, they used their monopoly of financing India’s foreign
trade to the disadvantage of Indian merchants.

: There were no legal restrictions on these foreign banks.
in India and they were free even from the limited statutory
obligations on our own jointstock banks. The Indian deposi-
tors were thus without any legal protection. In foreign
cm-mlries, on the other hand, laws had been passed for regu-
lating foreign banks through licences.

Ba_nkz’ng Committee’s view: The Central Banking Enquiry
Commhittee (1929-31) recommended, therefore, a similar
system for protecting the depositors: to give the Reserve Bank

some control over these banks and to secure reciprocal treat- . q

ment for Indian banks abroad, The conditions of the licence
were to be: annual statements to the Reservé Bank of assets
and liabilities of the banks’ Indian business; periodic reports
to the Reserve Bank of their Indian and non-Indian business:
other conditions on the basis of reciprocity. - :

. Subedar’s proposals: But Mr. Manu Subedar, a member
of the Committee, argued that banking in India should be
reserved for hanks registered 1n India; and licensing should
be ‘usTmaT'_'_ﬁ?dfe_ct the Indian public and mmstitations. The
basis of reciprocity was unsuitable, as only on: or two Indian
banks worked abroad. And British banks (which were the
most substantial ones) would escape lightly, as there were only
a few restrictions on foreign banks in England. So he pro-
posed the. following terms for the licence: the banks should
not‘ accept deposits in India from Indians or from coiupanies
registered in India; they should have branches in port areas
only; they should not acquire controlling interests in Indian
concerns; the staff in every branch should be Indian except:
for the manager and one assistant. ,

But under the ernment of India 1935, only such--.

Testrictions could be imposed on—British banks (working im

E
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India), as exist on Indian banks working in the UK.
k"‘“‘-——

B

Thus Exchange Banks, as well as indigenous banks, re-
mained outside the influence of the Reserve Bamk. This
reridered its control over the countrys banking structure
ineffective to that extent.

@

Since Independence. Central Banking: Since 1947 banking
has seen some notable developments. eld of central

banking there was the nationalization of the Re k in
1948, the Banking Regulation Act of 1949, several changes_ in
the bank rate and in open market policies and reserve require~
ments; "abg”ﬂﬁ—éﬁﬁfﬁmﬁver techniques, Tike selective
credit cpittis and the bill market scheme.

_£ommercial Baenks: The banking structure has changed
remarkably: the number of banks fell from 444 in 1949 to 109 .
| in 1965. This was the result of elimination of weak _banks
through_the licensing policy of the Reserve Bank and amalga-
mations_and compulsory mergers. Regarding the banks’
operations, there has been a phenomenal rise in deposits and
loans—and extension of banking facilities to new areas. There
is also an insurance deposit scheme up to a certain limit, which
was recently raised. Last year there was an acute controversy
over the nationalisation of banks; as a result, we will now have

‘social control’ over banks and a National Credit Council for
sthe purpose. We have already noted earlier the nationaliza.
%, tion of the Imperial Bank, developments in rural banking and
" the establishment of several Corporations to finance industry.

§

Financial Relations Between Centre and Provinces

M _ 1833-71. Extreme centralization: In 1833, two vears before
a uniform currency was established, the East India Company
introduced a system of extreme financial centralization. The
Provinces collected the revenue, but they had no financial
powers. They only received fixed grants to cover the cost of
édmi_nistration. This arrangement resulted in constant friction
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between the two Governments and extravagance and inefficiency
among the Provinces. The Mutiny of 1857-58 inflicted heavy
deficits on the Centre. After it the administration was taken
over by the Crown, but there was no change in the broad scheme
of 1833,

1871. Decentralization begins: That scheme, in spite of its
glaring defects, was allowed to continue for four decades. Ulti-
mately in 1871 Lord Mayo introduced some decentralization
(or devolution). The Provinces were to administer certain
departments and they could retain the receipts from these.
The departments included Education, Roads and Civil Works,
Registration, Medicine and Police. In addition, the Centre
gave them lump sum grants to administer these departments.
The Provinces could also impose lecal taxes. This new ar-
rangement was expected to increase the revenues from the
particular departments, as the Provinces had financial interest
in them. The latter would also have to economize.

But the arrangement did not bring the necessary income
to the Provinces. The Central grants were not based on any
sound principle and depended on the posicion of Central
finances at the time. Nor did the Provinces economize, as
they had the power to levy local taxes.

1877. Further Decentralization: Half a dozen vears later,
therefore, Lord Lytton introduced more decentralization in
1877. Now the Provinces had to administer almost all the
departments which were Provincial in character, The addi-
tional departments which were transferred included Land
Revenue, Excise, Stamps, Law and Justice. Some heads of
revenue, like Excise, Stamps, Law and Justice were also given

to the Provinces; the lump sum grants and departmenial receipts
continued. :

But the Provinces had no interest in developing the
revenues from those heads of revenue which they did not share.
And as the arrangement was subject to ‘change every year, the

_Bankin g and Public Finance -

--0&asi0ns for friction between the Cent
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re and the Provinces

yemained. -

1882, Five-year Settlements: Five years later, thereforel,
Lord Ripon made the “Provincial Settlements” liable to revi-

Z i .
.sion every five years. The Provinces were to get a certain pr

portion of land revenue, instead of a fixed grant and the heads

.of revenue: were either Central or Provincial or Divisible.

But under this scheme also extravagance by Provinces
.continued, especially during the last years of the five-year
period. There was no motive for economy, m fact economy

3 might reduce the future grant. Discontent existed due to in-
justice as between Centre and Provinces and also as between

the various Pr(iinces. There was also too much interference

“by the Centre ik the diviiib]e heads.

Yet this arrangement lasted for twenty-two years and the

.settlement was made quasi-permanent only in 1904 and per

fnanent in 1912. The Provinces had still no power to raise

“Joans, nor could they levy additional taxation without the
<Centre’s permission.

1919. Comj'r}lete separation. Meston Award: The Provinces

. obtained these rights under the Montagu-Chelmsford Reforms,
-which radically changed the whole policy. Central and Pro-

vincial finances were completely separated, there were to be
no ‘divided heads’ of revenue or expenditure. The Central
heads of revenue were income-taX, customs, railways, salt etc;

-an&gthe Provincial heads included land revenue, excise, forests,

irrigation and stamps. As the Centre would incur losses under
this scheme, the Provinces would pay it contributions, until
- the formef’s revenues improved. The contributions were fixed
-under the Meston Award (1920) and were to be progressively
-reduced. : -

-Criticism : But industrial provinces did not like the loss
-of the incocme-tax revenue and they were not allowed to tax
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their g‘rm'ving industries either. Agricultural Provinces, in
turn, considered their contributions to be too high Fur\;h
all the Provinces suffered from two handicaps u;hich W:I‘»
common to them and had serious effects. Thf;i!‘ sources (1::
rever‘l_ue ‘were inelastic, but their functions required ever--
gzm;?f] mct)mes—-f_hey— had to look after the ‘nation-building;,
35 enL‘s. ‘On the other hand, the Centre had expandin
sources of income and stationary items of e:r;pen'diturepa =

Bu { id i
i tl_C;anr.ral revenues did improve and so Provinces were
f n ;:g ief, through reduction in contributions to the Centre
rom - ; t ’
555 25 2]6. Two years later all outstanding contributions.
e cancelled and the scheme was given up in 192829
et : : e
i ;erf‘nment of India Act, 1935: Under the next Constitu
iona 1 ;
e clorms, as in 1919, there was a division in sources of
= ;zd onTsomev.mat similar lines. The division was now-
our-fold. he Central so 1
urces were import dutie
Sl ; ‘ s and cor-
p ;;St on tax. Certain other taxes were Central, but the pro-
ce were to be shared wi i
,with the Provinces. Th
e ; ; €S€ SOUrCes.-
. Income tax, salt tax, excise duties and export duties
re were still other taxes i :
which were levied
. . ted and collected by-
; anded over entirely i
_ : to the Provinc i
i ; ; €S, ViZ. taxes.
Cu Ofazhrates anfi _tares, terminal taxes and succession duties
¢ remaimng sources were entirely Provincial and:

included Iand revenin - -
e, sales tax, excise @ . 3
entertainment s, is¢ on alcoholic drinks etc.,.

19 : ?. .. g =
Niemeijr ﬁ::g :1\1 iezleytif;' Adward: The Award by Sir Otto
] € details of this financial arran
: ‘ : ement. -
;to halt tfhe revenue from inceme-tax would go togthee;m:—ij:j:r
me [ .
e (:)r : them were likely to have chronic deficits and would
o 5 g.et cash subventions from the Centre; a few oth :
alt:u : f;:cewe them for a limited period only, The :wa?;m
: _ > :
62.597 a; ¢ thWn that the Jute-growing Provinces should cet.
e ¢ proceeds from the duty on jute exports. F urthz |
2 Ty

it reduced (or cancelled
e (s ) the debts of all the Provinces to the-

_._%.,ﬁ,_”_“____ il ,}1

-
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Comments: The new arrangement was a part of the fede-
ral system, which included Provincial Autonomy. It 1s not
surprising, therefore, that the Award improved Provincial
finances substantially. The Provinces now enjoyed a large
measure of independence; in the new federal structure, they
were no longer at the mercy of the Centre. The industriak
would share the gains of industrial development pro-

through income-tax and sales tax; the latter
The less

Provinces

moted by them,
developed into an important source of revenue.

developed Provinces also benefitted.

We have used throughout the terms Centre {or Centraly
and Provinces (tr Provincial) for the sake of convenience.
But before 1935 %the ‘Centzal’ heads of revenue were called

When a federal scheme was introduced that year,

Imperial.
they would be

they came to be known as Federal. Today,
called Union heads and the Provinces are known as States.
§~ L

This system was continued until the advent of Indepen-
dence. Since then, under the new Constitution, a Finanece
Commission has been set up every five years to advise on finan-
cial relations between the Union and the States. The States
have been reorganized on the basis of language; and before
that the former Native States were merged with the rest of

the country.
e

PiNlic Finance, Poverty and the Drain: There are other
aspects of the problem of public finance, during British rule,
which contributed to our poverty through the economic drain
of India. ‘They are, therefore, discussed as part of the problem
of the drain in the next chapter, under the headings ‘Pay of
British Officials’, ‘Home Charges’ and ‘Public Finance’.

Questions for Revision
1. How did indigenous banking in India differ from modern banking?
Bring out the need for co-ordinating the two and describe the eflorts

made to achieve it. g
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2. Outline the major recommendatio

e 1ns - .
: -Cﬂﬂmlttee. -:'HQW'-far L of the Central Bank.mg Eﬂq‘[urr

they implemented?

3 ])CS('T be' he fort Li) oint- b I di b en 1830 d
2 L unes of 1 .
: t . L join stock anks in ndia between | 3 an
- MNarrate the hlStilI of the P]ESI(ILIIIIY 5 &Il. the Im erial Ballk
4 : A d
o and their Tole in Il’ldl?. . b&l’ll\lﬂg.
5 i Wef bal'lk f % - q iTy A Buiat
}]1 aflurLS of 19{3 25 led O 1ngu ar d Ie, ].ll tion E.Ild ih'ﬂs
z, Prov ed a blessi ng n (i]Sg,’l.llSC . Dis Cuss.
6. :’l!)-!]"se 'hf_' iun ons =
il ctions of the Rese ve B k £ In .
= : : L < an of I dra. l’IOﬂ far could
1t [lCI‘! I Inem L|I('Ctl"'tl‘v in the IJ.-J', fig 131 b 1king 1 ?
Lol I'licu Ar ll'!_b sliuatign:

the role ol excr A% <} 1 1
ACAnTe h'l]]KS n Ind a and 0 the effort
1 ai80 ¢ 5 to
-8. Outh.le the }LStO‘L Of ﬁﬂ:i.:

. cial ion =
Provinces in India, relations between the

Centre and the

4

Chapter XIV
SUMMING UP—THE DRAIN. EPILOGUE

We have come to the end of our story. It is made up of

many strands and yet several threads have been left out, so that.

we may not miss the wood for the trees. It seems fitting that
we sum up the story now, at least irom one point of view. We:
have already seen how the Indian economy suffered im various.
ways under British rule. Onle way to bring together these
adverse economic effects, and see them as a whole, is to take:-
up a study of the economic drain, -

The Amount of the Drain. The Company’s “Investments”::
During British rule there was a constant economic drain on.
India, there was haxsh and many-sided economic exploitation
of the country. In 1765-71, for example, one-third of the net
revenues of India were sent out. Then there were the East
India Company’s ‘Investments”’, i.e. goods bought out of the
revenues of India, for sale in Europe, by the Company; the
profits went, of course, to the Company’s shareholders. Thus.
India was treated merely as a source of profit for a commercial
concern. Altogether half the countrys revenues went out.
But the actual drain was much larger; it is brought out by
figures of exports and imports. In 176668, for instance, the
imports and exports were £6 lakhs and £63 lakhs respective'[y.
According to Montgomery Martin, the drain was £3 million.
in 1838, in those days of very low prices. - The wage of a
ploughman, for example, was about one anna per day and a

rupee fetched 140 lbs. of rice in husk, when Dr. Buchanan.

surveyed the scene.

Amnalysis of the Drain

Pay of British officials: What were the elements in this.
drain?. Let us now take up the various items, one by one.’ We:

e

s
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Ve already looked at the “Invest e
Then there were the ‘expenses’ s
‘pay the British official ;
£10 million in 1901, The of
-and all the high posts
Indians were kept out

EXC p . } p
m

-alive. A law was :
; Dbassed in 1833 that no i
denied any post, merely because he was an II?lc{Iilij; e

-d Ccent r X Ve € i
F h 5
- . u, ]l( LA . VY this Iah' was e@aded b tthkEIp

of some
€ T =

- Ac?wab-ma._kmg’: Another trick
- VEry time 2 new Nawab was set u
‘presents to the British Governor
compensation’, ‘N awab-making’ :

he turnover of

K was ‘Nawab-making'.
p in Bengal, he had to give
officers and troops and alsg
was thus a very profitable

-o capital either. Nawabs was rapid—it needed

charges: Then th
er
-charges (or rather Briti o

in India. During 1837-19G¢
£3 million to £16 million %ng
Izon.. They included the follo
India Stock; interest on

fhese bayments increased from
n the 1930s they were £30 mil-

wing items: dividend
‘ : S on East
home’ debt; cost of the ‘T

Bri.tishu members of the
-charges of all sorts,
itroops in India.

Indian Civil Service and th

€l _ € army; an,
paid in England, in connection .

with British

. Transport and Trade
atlways vs. Cangl
: s: In the choi
<canals, th : oice bet <
e former were breferred, because th;’eizl;:g“gy's -
: OTitain’s

E ' Summing up—the Drain. Epilogue
of the Company, &
= a Ia.rge part of which, went (o |
:5, civil and military. This amounted el
' cials sent out all their savings; |
were reserved for them. Up to 1815' ]
of almost all the posts in Government. |

B e vith India; and

For half =
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not canals, which would help Indian

agriculture, on which the vast majority of the poorer Indians

. depended. Further, as the dividend on railways was guaran-

teed by Government, there were waste and inefficient manage-

1 snent. The result was a loss, by 1900, of £40 million, which

was made up from taxes on Indians. By that year £225 mil-

" lion were spent on railways in about 40 years, ie. about £5.6

million per year on an average: but only £25 million on irri-
gation in about a hundred years, i.e. £0.25 million per year,
which was about 4 to 59, of the average annual expenditure
.on railways. As a result, in the ahsence of adequate irrigation,
millions of people died during famines.

Railway Policy: routes, rates: Nor was this all. The rail-
-ways were trunk lines, linking the ports with the frontier and
the up-country centres. Thus they facilitated the movement
of troops and the export and import of commodities. There
were few branch lines which would develop industries and
internal trade. The railway rates were so arranged as o
_encourage the import of manufactures from England and the

instance, of lo ates for longer aistances, in the case of raw
jnaterials going to the ports. The rate structure aimed, simi-
larly, at discouraging the export of India’s finished products.

export of raw mjerials-. from 1ndia. There were cases, for
(=

Shipping: Regarding another mode of transport, shipping,
the prosperous Indian shipping (and ship-building} was
.destroyed and replaced by British steamships. The weapons
.of British companies included unfair competition, deferred
yebates and rate-wars. Coastal shipping was reserved by most
nations for their own ships; but Government opposed Mr.
Haji’s Bill of 1928 for that purpose in the Central Assembly.
The same fate met his Bill next year for prohibiting deferred
rebates and Ghumavi’s Bill, in 1937, for fegulating unfair com-
petition in coastal waters.

Trade: iis ﬁnaﬁcing. Exchange rate: After transport we
. wake up,trade, which depends on it. The British made vast
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fortunes from an unlawful monopely of trade and industry; thg
trade of Bengal was mostly in
2 century. On the ather hand, Indian merchant princes we
driven out of their OWn country’s trade, internal as well
foreign. In the fina.ncing of foreign trade, Indi
‘shroffs’ were replaced by British exchange banks, /
their own nationals. That was also the policy of concerns
other key sectors like railways; shipping and Insurance; besid,
the profits of these companies

WEnNt out of the country. T
cap it all, currency and exchange, fiscal policy and purchase of

stores were manipulated to encourage imports of British, manus &
factures; railway rates and roﬁtes, ds we saw above, had alsal
this as one of their aims, As a result, millions of artisans lost:
thetr livelihood. AJl these measures narrowed down the SOUps
ces of national wealth and

entirely an agriculture,

again,

Public Finance

In 1833 the Company was brohibited from trading: an
It was decided that the interest on its dehts should be paidl|
out of India’s revenues. Qut of these; again, was to be paid
a dividend of 10.597 per year on the company’s capital. When
the Company was abcj_ish;’:d in 1858, its capital was paid off :
by loans, which became Part of India’s public debt, The |
Indian Empire was thus transferred o the Queen, hut it was
Indians, not the British people, who paid the purchase money,
It was like slaves baying for their transfer to a pey master;
but slaves are happier in this, that they do not have to .péy' :
for their sale, the Hew masters have to do i,

Public Expendityre: After

Bentinek there
Pressure to incresse

wWas continuous.
expenditure; so €Xpenditure and public

debt rose by leaps and bounds. © This Was because the lax-. =
bayers had po conirol over the finances, . Between 1792.93 ang .I i
1837-38, ie. in 46 vears, there Was a net surplus of £32 1111'11i6n E '
from the revenues of India. Byt It was not used foF; irrigation:
or other w nt. It went o D

arks of improyeme ay dividends .tqs

| Sumiming up—the Drain. Epilogue

. million £s in the table.
) 17927
180727
| 1829.30

- 1857-51

| 1901-200 k re
] :n&g'ased revenue and lowered the public debt, as seen by

| Hindu and Muslim kips _ s ol ==
pairing irrigation works—and they did not colléct it rigidly

o

| ny ders: as it was not emough, for ‘the
§ the Company’s shareholders; and as i - e
ﬁlc Cozn F1);.'11’1'11’;5'weri&: raised. This, of course; increased thg pub-
'I Iﬁm'lc)l({)esbtr of India, on which Indian taxpayers had to pay
c ; : 7 .

L interest,

Public Debt: The increase in the public debt is shown in
The large addition in the beginn.ing 13 d%xe }:oc_l&:z
wars of Wellesley and Lord Hastmgs‘. ‘Il'ld-la anear
pay for all the wars fought by the Bnt;sh in 0:' =
India. The British acguired other tf,m'plrcs at :
own cost, but they conquered the ‘Indlan empire d:;
India’s. cost. With his policy of “Peace, Retrgn ;
ment and Reform”, Bentinck reduced taxes and ye

1836-27 :

1862-97

comparing the figures for 1829 and 1836. But afte_r hmll) there
was a reveréal_of policy and after 1862, the public debt was
doubled m forty years though there were no wars.

Public ' Income—Taxes: Land Revenue: _Land Rgv&p;:
was the most important single tax for a long tn’?lﬂ:. IUnut:r -
British it was excessive, risjng all the tlmfl: afld r1g‘1d Ly collected.
spent part of it in building and re.

Besides, they sperit the whole of it in India, not 50 the .Brit'_!ts}:l:.
As the, Hon’ble John Shore of Bengal wrote, 11.(1:1 :)S??Ehe mff

ish 1 : in every Province acquired by

itish increased taxes in every TOY _ -
glrelylstaxed. Indians. to the utmost limit. Agriculture, on which
the vast majority depended,: thus suffered heavily. The results
we-'r.e .- huge . agricultural , debts and land  transfers to meney-
lenders; and milliqns:di.ed during famines. -
Industries
.Haﬁﬂz'cmﬂs: The fate of industries was no better. British

b, manufactures® weére forced on India at nominal duty., But

India’s industrial ‘producis had to pay higher‘ dutlies Withm
India and’muchi higher' ones in England. _Bnl:x_sh fa__t_:_‘_to_r_jf__ pro-
ducts poured ' fnito India and’ milliéns of Tndian artisans lost
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.t.hei; skill and livelihood. T
on : land. This increased
;{gl__*lculture,- which, in turn
size) of holdings. :

the pressure of  population
resulted in sub-division (and sm

ﬂcdiMzdem. ,Im?tf.gtfy:_ While India’s
declined, the British acquired a mong
.mchgo, tea and jute in India. The ind;
workers ‘were cruelly exploited
.fﬁcts on India from 1881, but th,ére
;ii : a:}t:;;(i,lqons Im  plantations

was no regulation of wor
il . after

poverty; the deadly famines, with afi she:
mate effects, “famines mg i

consequences; the loss of

balance i : .
: T n =
Increase in taxation, expen in the cconomy;

d_iture and . public debt.
hxpp_ing_, banking. and currer
omy.suffered
.{\s Montgomery ' Martin |
growing a drain would make
then must be its effects
‘wage of a labourer was two
-:i;sc;iﬂbed the ruinous effects
the Tartar co ndia
:fu} lIoot w_entiill?;cfoz It?laede s
in India's prosperity: trade
‘tEhn:g_Iish rulers were like bi
€Te was an endless process; n going
T o 7% R i ot et

people, and their OwWn. interests lay

hey became labourers or fell ba

' communication and the resulting economic and -political unity
.of India. j iy ey

put it_ in 1833, S0 constant and
o cven England poor; how severe |

4. poor country Jike India; wheré the |
0rf thr?e pence ‘a‘day? “Burke also
of this constant drain. He said:
home; so their unlaw-

and indus___tries Prospered. - But the |
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. .~ The Drain Theory examined. Epilogue.

Is this the whole of the story? Not quite; but these pages

have noted several other examples of the evils of British eco-
flomic policies in India and there is mo merit in merely adding
o the list here. -

But was it a gloomy story all along with no bright spots?

M hese too have been indicated. 'We are moved today by the
Wery names of Bentinck, Munro and Wingate and there was a
host of others. These, however, formed but a small section
lof the procession of administrators and they were helpless before
__ e Company's Directors or the Secretary of State for India.

e latter was responsible to the British Parliament, and gave

riority to the profits of Lancashire magnates over the needs of
Indians, with an income of a few pence per day.

‘“There is, tob,”é bright_ side to the story. British rule

boffered many a priceless blessing to India. Among  these,
B R. C. Dutt noted Western education, peace, strong and-effective
| Government, wise laws and Courts of justice with, high
| standards. One m:z}d to them irrigatibn works, a fine sys-
f

modern’ means of transport and

e

These, however, essential as they are, form only the

foundation. - When Indians tried to raise the superstructure

-with their own hands, they met with obstinate obstruction in
" India as well as in England, from official and non-official alike.
. Before it even Jamshedji Tata had to accept defeat in the field
| sof shipping and =-Sir“M‘j_.Visvesvérayy_a':was belpless as late as
B the later 1930s. po e e

: & But 'Whi_i_f about the drain itself?° Was it all s6 much loss
" and no gain whatsoever? < The answer is obviously ‘yes” with

“wegard to the Company's ‘Investments’. ‘The same cannot be
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i of
In those days, of course, nat:on:tt::rsf r;iitd:s:;én;cllmy-
laving empires; indeed.they were a m mee
;'nd i W(:”:uf:aﬁﬂdr:sz; Iefgol;ml;:: S(‘}mother’ country’s
.' . farclt(}lre: And what use were colonies if your Iylou:og;r
zrsmd?d not adorn officers’ chairs the.re? 'I'hat, W?:ntl aids =
. itude and it is no use applying tc{d?y.s $ -
. ammf empire. And today even pohtlcmns' w}.m 'ngfa
- ;tin?:lg(;)a?s under the British admit that the Bl:ttls;zi ru; 11er ;d
.: ere a decent people; indeed, probably _t}}e mz -
of all Imperial powers. The gommon citizen agrees.

said about the pay of British officers, civil and military,
did render some Service, some of them very good service;
Is not questioned. It is other aspects of the problem that
-questioned. In 1820, for instance, Sir Henry Strachey Propo
the appointment of Indian judges, who should. be well-
i.e. paid less than one-tenth of the salaries of British judges
India. But nothing of the sort was done for decades. ()
can raise similar issues about the strength of the British a
stationed in India, purchase of stores in England, role of Britl
capital in India, ‘home debt and particularly that part of =
which was incurred for building railways. , But that age of agony is mow happily Hover. t[f:OBii?:}I

5 ire as gracefully as ;
:.owel‘ _gmj‘;p ?;;i; irlcl;ziles esrl?:;:id S“%’Tandit Mount—bat'ten ki
o If dlle' 1tolr to ‘Pandit Mountbatten”) and. goodwill a'ng
py2” :; ay rew with the years. India was deeply mcn_:e1
enstan o t]%e Chinese invasion, England stoqd by 1‘161‘ side
?"h;ftrd;;ﬁ‘g of need. May their amity and friendship grow
An

| from strength to strength!

Interest on loans (raised in England) accounted for hy
the Home Charges’. In the 1930s, for 'example, interest @
the debt of State railways amounted to nearly £9 million a
interest on other debts to about {6 million. We have already
examined the problem of railways vs. canals, Other questions
which arise are: Were the particular railways necessary? W
not canals and roads have served better in several cases? We
the routes chosen with regard
rates fa'r?  Was the whole policy of guarantee well-considered
Were efforts made (o induce Indian capital
this was the time when cotton mills were starte
Indian capital. : '

Questions for Revision

i i India under the
in the economic drain from . 1
e the clements in & S
;n?:l: OR “Under the British there was a constant ccmo;n.tatlon o
1811, : ; ; :
- India, there was harsh and many-sided economic exploi :
on 13,

Lo participate?— Sl 1,

Discuss. n <
i ATTOW.
“During British rule, the gources of national wealth were

down in India”. Discuss. - ; . .
| 3 What were the cffects of the economic drain on India’s economy

_ What is particularly distressing is the deliberate harshness.
towards the poorest in 2 Poor country. Consider the burden of
land revenue on the farmer with his tiny holding of a few
acres. Watch him parting with- more and'more.land to the
village bania. Imagine his'____cond_ition_ when farm pr.icés col-
lapse and he has to sell. the family ornaments as well. . Look
at other lands‘_w_h'ere Government is, tryi'ﬁé"t@‘- Taise farm prices. 3
Then look at this other picture in India, where Government
contracts currency and keeps prices low, so that an artificial |
exchange ratio may he maintaimed, Britain retain her markets
In India and. Lancashire magmates their profits,
‘thought also for the indigo farmer and the recpa:
phagticns . &

=

. 4. Show how, under British rule, public finance contributesrzoilll:;l:::
- poverty. w,ith special reference to home charges and publi :

expenditure and debt.
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Ia_nd -_R'WCIIIIE Rent | '-'_Pﬁm i i s SR Trade, 72 Com:ludm
sl | £ i 2 e S S s
North i o ; & Industrics Transport & rcmarks
]ndia' . Can&]s’ tanks resEI-__ (I) H . ’ o -Wages |- - TSE s ) ot el Ba.qhng.. =
815 f;ﬁ;d blarﬁel{gf“am- (e abedioc . e z‘ @ s dustries | (1) Trade in -
o ¥ landlord, red ome indusiries rade  In
: : . : t(}g; ‘;{“ﬂe rent. differences fwere of national | costly & luxury{ple m;s-
150 o and in prices | importance — found}larticles. (2) | erably
gid collection., as between| everywhere, e.g. spin-1 W e e k Ty mar- | poor - 2) -
different |ning, weaving. (2) { kets. (3) Thr- ] Their souf
places. ' (2)] Many - other “impor-iead & cotton rce of in-
Prices & |tant industries also §cloth from Lan- { come thr-
‘wages  very] found - everywhere, { cashire; skins & {ecatened
Tow; ég. |ég. leatherwork, car-{hides to Eu by the de-
‘(a) rice in] pentry, pottery, iron § rope. (4} CGar- cline of
husk- at jwork - etc. (8) The{rying ‘tradéjhand 7=
140 1bs. §usual textiles, metal-{ through - buls|crafts. (3)-
per Re; |ware & many other,lock-carts, pack- Summing.
(b) a plou-!articles produced. {bullocks &|up: Thus,.
{ ghman got| (4) Some specialisa-}boats. (5 jas early as.
T { 1 anna per | tion in urban crafts. | Roads  useless | the begin-
i A day. (8) | (5) Indigo factories |in the monsoon. ning of the-
i Cost of cul{of Europeans — not § (6) Bankers iss | 19th Cen-
irvation found in the South. [sued : &  dis: | tury, eco-
] was half counte_d bills of | nomic con-
of gross : exchange  not | ditions in
produce. ' mentioned for § South In-
= the South. dia were
T i very simi-
. far to those:
£ in the
: North.
i



Table

Prof. D. R. Gadgil on “The Old Indian

Agriculture . i

. Land Revenue.

Prices

(1) India predomi-
“nantly ' agricultural
—in 1872, 68,59, de-
-pended on agricul-

ture, which was also

a subsidiary occu-
_pation for artisans.

(2) "The peasants’
condition was de-
-pressed, chiefly due
20 heavy land tax.

The new settle-
ments {further dep-
ressed the peasants’
condition. In Ben-
gal, tenants not pro-
tected; in most other
parts, very heavy first
AssessTnents.

(1) Prices in one .

part had no rela-
tion to those in
other parts.

(2) Sudden and
violent = changes,
especially in food-
grains. Thus the
effect of even a

Jlocal famine was

intensified.

i
|
< -~
i
1
I
!

S
P

_Economy”, early in the 19th Century.

27

Industries -

Trade and
Transport

Othier features |

(1) Industrial po-
pulation widely
spread—in villages.

{(2) Urban popula-
tion: 109, or less.

(3) 3 types of
towns. (See Table 8
on Types of Towns)

(1) Transport very
defective and mea-
gre; “no roads in
most parts; those
built were very un-
satisfactory. By far
the greater portion
had no bridges; so,
useless in the mon-
soon. So, carts were
primitive and trans-
port rates very heavy.

. (2) So, very little
trade, which was
also restricted (a) to
the wvery light and
valuable products
and (b) as to dis-
tance.

(8) So, prices in
different parts had

ng relation to one
andther ie. markets
wepe local.

The Village Com-
munity — self-gov-
erning, = self-suffi-
cient, - with .the
artisans as- village
servants. {(Details
in Section II of
Ch. I)
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Table:
Comparison of Rural.
Features Rural I-{and.icrafts iy
(1) Market: | The simple, poor villagers; no-outside com. |

_(2) Nature -of
~ products
(3) Quality of

. products -
. (9 Number
of artisans

(5) Organi-

zation =

(6) Financ-
ing

() Role of -
middlemen

(8) Technique
and tools

(9) Organi-
zation
and costs

(10) Result of
contact
with the
West

| Ppetition. -~

§ Simple, crude, cheap, -

Such as to satisfy the prfiniti\.re’
wants of the villagers,

most of them were village servants,

of artisans were village servants: cf
(9) also. St

Payment: (a) land at low rent:

ed most of the services free.
No middlemen; independent artisans.

Qut-of date technique; old, primitive tools.

specialization, (¢) no-division of labour, (d)
small scale...: =g

not face; decay. .

(b) Little change in organization.
(¢) The artisans (1) remained poor, or

gave up old caste-based occupations

and (ii) took to agriculture, or (idi) §
became day labourers or (iv) went to
towns to become unskilled labourers, £
especially during famines.

tus and of old fixed position.
(¢} Payment by jobs taking the place of}

share of the harvest, but still mostly in F
kind. 3
1) Thc_ Village Community lost its salf-§
sufficiency, compactness and self-govern-

and primary:

‘The largest industrial Igroufi;as éven 'f-odgy;- :

‘Primitive. * Domestic system. The majority }

e (b) fixed share of produce from
every fa.rmet_"; i1 return, the artisans render- |

(). Foreign. ompetition, which they could ¥

Primitive organization. No large economies f
in. cost bec_aus&j_(al,;__no__ localization, (b) no |

_{d) Thus, in a ﬂ.uid-st_atc; great loss of sta-§

ment. (See Ch. I, Sec.IT).

273 °

3 3
and Urban Handicraits .

—

Urb.ﬁ Handicrafts

World-wide market for the high quality_products, f:s_pecially
after the revolution in transport. So, foreign competiion was
also keener. The demand for other products was local—from

the Court and the rich. :
Art and luxury products for the higher classes.

Excellent quality, with world-wide reputation; yet never sacris
ficed utility. :
Much smaller. The urban population was 10% of the total.

Well-organized. Guilds for each craft looked after quality of
products and welfare of artisans. Workshops.

By middlemen: their control over artisans grew.

-

- When the handicrafts had to face foreign competition, the mar-

kets become wider and so more capital was nen::ded. So they
could not do without middlemen. Artisans lost independence.
Slow introduction of machinery and better methods.

.. Large economies in cost, because (a) some localization, - (b)

more specialization, (c) much division of labour, (d) large-
scale production.

Western factory products beat them in price, not in quality.
So, after 1850, rapid decline in quality and importance, and

- continuous change in organization. The changes werei—

i i ' italist-middlemen;

(a) growing importance of the capt dl Yo
(b) thus loss of (i) independence and of (i1) contact with

consumer; ans S
(¢) more of specialization, localization and concentration 1n

big towns; :
(d) slow introduction of machmery_a'nd new methods;
(e) wider markets; so, more competition.

Thus, they were forced to adept features of the factory

industry to face competition from it
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Tabic

The Farmer’s

Type of credit

(I} Short-texm (or Seasonal)

(1) Purpose of |
loan

[(2) to (5) depend
en this]

(2) Period of re-
payment

(3) Security
offered

(4) Agencies for
credit

(5) Their method
Mt csraisin g
. ‘capital

(i) Working capital or expenses of
cultivation: seeds, fertilizers, fod-
der, wages etc.

(il) Domestic expenses: maintainng

family until harvest.

(iii) Other payments: land revenue,
rent, interest.

Within a vear, after marketing the crop.

(iy The crop.

(i) Personal security.

(i) Co-operative societies.
(ii) Commercial banks.

Short-term loans from the public.

Credit Needs

(ID Medium-term

(1) . Long-term

ments

&%

repairing it.

2-5 years,

ornaments,

The same as under (I).

The same as under (I).

(ify Recurring improvements:
dlgglng up field, sinking well 01'

L]

(i) Buying cattle, expensive imple-

eg.

Movable (W) wealth: crop, cattlc,-i

i
i
I:
|

(i) Repaying
debts,

(ii} Permanent im-
Pprovements, e.g.
irrigation, ter-
racing, drain-
age, reclama-
tion.

(iii) Buying land,
machines.

Up to 30 vyears.

Immovable (€4197)
wealth: land.

Land - ‘mortgage
banks. .

Long-term deben-
tures,
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Table
-The Cotten (Mills)
{ i
Period ; Influences Ci‘::;?:;n ' Localization
I) 1860- (1) High price of Not fav- | Concentration.
80 cotton, due to Amn. ourablein | In 1879, near-
Civil War, 1861-65. 1860-70. |ly 759, mills
(2) Severe depres- | in Bombay Pre-
sion after that. (3) sidency; and
. 1870-80—famines, ‘ more than 509
- etc. in Bombay Is-
: ‘ land.
II) 1880- (l) No famines. \S“ead}b @ | From ’'87, rapid
g5 : i pid and  growth of mills
all-round | in_cotton tracts
progress. | —Nagpur, Ah-
medabad, Sho-
[lapur. 189495
—709%, in Bom-
! bay Presidency;
479, in Bom:
bay city. Thus,
some disper-
sion.
II1) 1895. (1) Upto 1900—2 Depression
" 1914 | severe famines. (2) upto 1905,
Plague in Bombay, some
'96. So labour mig-  growth. ‘
-rated.  (3)  1902: | Rapid pro-
Great American spe- | gress from
culation in raw cot-
ton, whose price shot
up. (4) Depression |
in China, our chief
varn market. (5) Ex-
cise duty, 1896 to !

& 27
7
Industry in Endia, its history
bli;llz 5 ‘:':;k:;i Other features Exports Imports
1861-12 Spinning domi-, Yarn to China/Finest
1872-78. nant, especially & Japan. variety
20 coarser Lype. of
1879-56  |45,000 : finished
goods
from
Lanca-
& shire.
1884-85- 62,000 | (1)  Spinningj (1) Exporis of
81 more  domin- Y41 grew r1a-
ant; upto ’90’_ p]dly 1 1880‘
1889-90- [00,000 |it grew faster,|90; they went
114 then the re-chiefly to China
verse, cf. Japan, -%TGJ 2};32;1 Thosz
95 11,40,000 (2) Home mar- ' mor
1894&54 _ : k(cg for coarse[than doubled
yarns captured,|[!D 188590 (2)
by killing hand|EXports to
spinning.  (3) Japan fell,
Improvements from 1890; §he
in  machinery, began  buying
from 1885. (4) our raw cotton.
Finer vyarns.
(5) More varie-
ty. (6) New}
markets. - Thus
allround  pro-
gress. :
1900-01-  {1,56,000 (1) 1895-1900: (1) Market for|
194 Spinning grow-iwoven  goods:
ing faster; after|Arabia, Persia,
1904-05. |1,96,000|{that, weaving.|E. A frica,
206 (2) Finer qua-|Straits and Cey-
- lity. lon. :
1918-14-  (2,61,000 (2) 9% to 15%,|
264 of cloth output|
exported.




The Cotten (Mills)

IR e

Table 7.

Period - | JInfluences Gene':‘a.ﬂ |
; Condition

Localization
Mills

Upto 1923.' 1916-23 :
favourable  Prosperity.

" Then, depres-
sion.

V) 1914- | (A)
29 |Many
factors.

(D) () Transport:

i (a) shormge, (b)
‘high  freights for
Lancashire (2) High
1revenue  duties iIn
‘India. So little for-
jeign competition.
l(H) (1) Good de-
mand & (2) high
{prices in India &
i Middle East, Prices
'iin 191820, % times
‘pre-War; but (8)
i Wages did not rise:
!during the War. i
- (B) From 1923,
i depression.  Causes: |
'{1) Post-war econo-'
.mic_conditions. (2) .
.Over-capitalization. |
"(3) 1928, 1929: Long
strikes in Bombay.:
 {4) Higher wages.|
' {5) Prices: fell stea-
dily, 1921-32 & came;
‘to the 1914 level.:
!.(6). Large expansion:
at high prices. Re-|
sult: (1) excise duty
removed '26 (2) Re-
jecting Tariff|
]Board"s advice, Govt.
{levied only 559 duty
on _ yarn  imports,
1927, in spite of un-
1fair competn. from|
|Japan and later, de-
| preciation of  the|
i yen. : i

(Contd.)
Tndustry in India, its history.

No. of | No. of |
Workers |

281

Other features Exports l Imports

)

Further disper- . |

sion:  Ahmeda-
| bad. Madras,
{Central India,
| & U.P. gained, -
|

257

Bombay  lost.
‘Production  in
i 1927-28 . in
{Bombay Island
4997, Ahmeda-
‘bad 229

e e e Lt

{192091- 1 5.3

lakhs

(1) Cloth pro-Cleth:  Rapid|During
duction grewigrowth in ex-ithe War
by 469, in 1914-'ports to  the imports.
20 & by 1500, Middle Eas t.fell much.
by 1929. (2) Yarn: Exports|Those
Fall in importsito China fell from
<of finer clothivery low, as Japan
led to morealso total ex-‘grew subs.
iproduction  of ‘ports. tantially in
(this, esp{:cial]}'-l \last years.

icoloured goods
|

L

|
|
|
|
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Table
The Cotton (Mills)
General s
Period ] Influences I o i Localization
V). 1929-39| (1) The Great De—__‘ Not very |
pression—fall in pri-| good.
ces. (2) Large pro-
duction by new mills,
with machinery or- ,
!dered at boom prices. i
But the industry suf- |
fered less than other!
industries due to (a)
‘Swadeshi’ move-
jment, (b) Protec-
ition:  1930: 150,
‘duty on Br. imports
& 209, on non-Br. i
1931-increased twice
for revenue; so 259, i
& 81.259 1932—509, '
on non-Br., due to,
continuous increase|
in Japanese imports
& fall in prices after
the depreciation of
the yen. 1933759, |
1958 (Centenary year.) | More disper-
sion. Locaticn
of Mills: Bora-
bay State 449,
‘Bombay  City
1467 Madras
State, 2nd larg-
est—98% mills.
Bombay  State
had 609, of the
itot'al looms &
1864 . !spmdles.
{See under '

Exports’) |

283
7  (Contd.) 4
Industry in India, its history.
No.of | No. of Other features | \Exports t Tmports

Mills  Workers | |
1930-81— |4 lakhs (Rise in  per

339 | cafsita  consums
ption  to 15
vards, due to
more  produc-
tion, which was
mostly consuin-
‘ed at home

1953457 | 7.64
|lakhs

1936-37: ex- Home  pro-
ports were duction dis-
29, of total placed  im-
exports ofports to
merc h—isome extent,
andise fromlespeci 0
British In-'those from
dia. L a nlc a

ishire. Severe

ic o m p e

itition froms

Japan; s o
‘protect 1 ©
from 1930
(See “Influ-
. lences™}
!
|
1964 ex-]_.
ports became!
‘80, of total;
exports, the
third largest
item.
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ds that the Com-

Note on Tables 8 and 9

e

No. 8 refers to the position that prevailed for centuries
for it was from the time of Wellesley onwar

before the advent of the British, ie. before 1757—or even 1795,

pany began acquiring large parts of India.

Table 9, on the other hand, deals with chahges_ that occur-

o began vigorously in the 1850s and was

1s

by the Mutiny of 1857-58, which also contributed to the rapid

1858, but the rapid extension of railways came about after
speedily extended in the 1860s, to feed the railways and to

1860. Road-building a
serve military purposes — the latter need was acutely revealed

red mainly after 1795. The first railway line was opened in

railway-building after 1860.
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Table
Causes of the Growth and Decay

Forces promoting Growth of Towns

ey

(B)

{2) (A)

e

.

{9)

Note— (1)
(3)
&)
(5)

New Trade routes: (A) Railways: They increased
trade, and so created new towns and enlarged old ones.

Other Trade routes: Shipping route: ports: eg. Ran-
goon—centre of rice export; then came industries,
Karachi—wheat exports; no industries.

Industries: Most important elsewhere, but not in

India: very few creations of factory industry, like Jam-
shedpur, Ahmedabad and a few jute towns in Bengal,

Natural CGalamities: {A) Famines: national unem-
ployment, s0 temporary migration to towns; lfempor-
ary, unless permanent johs were available, Greatly
checked since the improvement of transport, irrigation
and famine relief.

Other adverse conditions: (A) Artisans. Landlessness: '

Rise of a class of landless labourers. due to peasants
losing land, and ardsans their crafts. Only a negative
result, 1.e. people are available for migration te towns
—iif jobs are available there,

Wealthy landlords and others migrated to towns, be-
caunse of attractions and facilities ‘of urban life.

% (2) had permanent effects,

., lemporary X
. negative -
. very small =

E\.

9

S

287

of Towns under the British

3

T

Forces retarding Growth—or effecting Decay—of Towns

(1)

(BI)

@)

3

4

Diversion of old trade routes: (A1) Railways: They
left aside old towns, e.g. Miizapur, Saugor, Patna,
Terozpur.

Change in river’s course, e.g. Irrawaddy in Upper
Burma, Ganges in Lower Bengal.

(A1) Decay of handicrafts—due to abolition of Courts
—more powerful than forces under (1) (Al) and (Bl);
examples: dynastic towns, like Malda, Santipur and_
Murshidabad in Bengal; Mandalay, Paithan.

(Al) Epidemics drove people to the open country, €.8.

plague in 1895, influenza in 1918, in Bombay, But the
effect is temporary; people return to towns when the
epidemic has passed.

(Al) Bad.k:ou.sing and sanitation in cities, e.g. Cal-
cutta ‘bustis’ and Bombay ‘chawls’, discourage villagers
from going there; also a negative factor like 4 (A)
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- Table 10
Analys’s of the Condition of Industrial Labsar @ i
(I) Gonditions of Supply (II) Conditions of Payment
i .d
Y@y (®) ' © @A) (B) (©)
Quantity Quality Sources Amount Time Social
{1) Wages {I) Period of  Insurano
I (2) Deduc- payment :
(e e tions {2y Time of
(1) Number {1) Efficiency o i (8) D.A. payment
{2) Scarcity (2) Migration (4) Bonus,
{3) Absenteeism : i g {5) Overtime
(1) Places Methods of re- :
Survey by cruitment
Provinces (1) Jobbers
(2) Motives (2) Casual -
(8) Classes labourers A
< oy ORI SR e ey eon

(III) Working Conditions

{(IV} Living Conditions

e

(A) (B) ©: . (D) G B (B) [(ops e
Hours. Health = Equipment - Tndustrial - Shite 4 3 EAR AR S_ta_ntlai‘"d"i:'if CTTHoising T Reercation;
Age limits © Safety - - = - disputes management living [ ete,. o
for children W elfare; : : Trade : e e o 1 o
| Tlolidays - © . TInions i : : i
: Works Trade A ¢ L Rl i

Committees etc. Unions

L

68C

o
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Table
Quiline of Labour Legislafion in India,
(I} Working Conditions
Period Influences
. il Mines, Railways,
Factories 1 Phantations
() (1) Pressure from!|
1880-1914 |Lancashire and Dun- 1881
The beginjdee; (2) electric
nings. lights in Bombay| 1801
factories 14115
hours’ work; (3) 1911
shocking labour con-
ditions moved pro-
gressive employvers &
humanitarian lead-
ers. 3
(II) (A) War: So (1) 1922 1922 — Rail
1914-31 |consciousness of ways, work
"The War etc.limportance among shops covered
Wider rangellabourers, (2) risein b y  Factories
o f Tabour|prices & profits, but Act. 1923 —
laws not in wages; (3) Mines;  1929—
trade unions; (4) regulation
strikes; (3) Indus- jabout  women
trial Commission underground.
(1918); (6) I L. O,
1919.
(B) 1918—(1) Popu-
lar representation in
legislatures; (2) Ila-
bour, a concurrent
subject. ;
(I11) Royal Commission|l1 9 3 3 —!193¢ — Tmig
1931-37 jon Labour, 1931. Pledging |rant Labour
Royal Com- of Labour|{Tez) Act
mission. of Chil-
Range  ex- dren  Act.
tended. 1934—
Consoli-
dated Fac
tories Act.

11

1880—1968: Dates of important Acts

291

(@) Social. | (TT) Industriall (IV) Wages and ™
Insurance Relations Debts Qthers
41923 — Com-1926— Trade
Npensation. Unions.
Maternity: 1929 — Dis-
Bombay-1929. |putes. ;
1C. P.-1930.
11933 — Com-'1934 — Bom- Protection of
jpensation  Actbay — Dis- Debtors:
‘lamended: 'putes Punjab—1934.
AMaternity: Bengal—1934.
:{Madras-1955. C. P.—1936, 1937.
AMysore-1937. Madras—1941:
1 Bihar—1948.
Civil Procedure
Code Amended,
1936, 1937,
Payment of Wages
Act, 1936.
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“H with demands.

(2) Threat from

| Communist Party.

| &) :
| 1950 cf. footnote..

Copstitutiomn,

(4) Aduft }'1 anchise,
(cantmued)

Table:
QOutline of Labour Legislation in India,
l Eons memetizs i ‘ (1) W ormng Conditions
sy i Pos
Pericd Influences | Mmes, Rallna}'s,
. nee e
i B
(IV) i|Fopular Govern:| 1938 | ————=
1937-39 | | ments in Provinces; ‘ Children :
Provin- e Act.
cial Autg- 2
nomy. = ; | 1938—
| Children
i i ACt
3 - Amended.
V) .| () War. Compare! 1946 1946—
1939—47 effects of First “'olld Railways—
. The War| War; _ Rajadhyaksha
etc. | (2)  Quit Indla; = .Award
;| movement, 1942, |
| (8) Tripartite Con-|
{| ferences, from 1942. |
| (4 Labour Con|
;| ference, 194b: 48'l
i| hour week. P
. F _
VD | (D Independence, 1948  |1951 — Planta-
1947-68 :| Comp. effects of Po- - {tions.
| pular Govts. in IV.
3 Expectations by lab- 1954 {1952—Mines.
.| our under freedom;!  (night
| so  Govt. besieged; work)

“~

293
#1—(Contd.)
1880-1968: Dates of important Acts
(Ii) Social | (I} Industrial ' {IVy Wages and {Vy
Insurance Relations Debts Others
Maternity:- ; . 1938— | Labour I'nguiry Com-!
. P.-1938.; Bombay— |mittees. 1938—Bom-
Bengal— i Disputes. bay, Kanpur, C. P.
1959. (B.ILD. Act) |Bombay Textiles:i'
;; 112.59, increase in|
wages.
|
1941—mines— ;';Dispu,fes: L 1942:
amaternity. (1) 1942-43: - Indus-
Defence off - -trial Sta-
India Rules. Histics Act.
(2) 1947: Acts
by Govern-
ments of In-
dia, Bombay,
1 CP. and U.P.
J943—FES.I. 1948—Minimum
Act. Wages Act.
1948 — Pro- 1965—Bonus Act. - |1953—
vident Fund, Collec-
coal. |tion of
Statistics
1952 — Pro- Act.
-vident Fund, -
factories.
1953 — Re-
trench-
anent and;
lay-off (LD.
Act amend-
ed)
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Table-
Outline of Laboor Eegislation in India,

Period Influences

(I) Working Conditions

Mines, Railways,
Plantations

i
| Factories ’
I

(5 Econ. Planning
from 1951—need of
co-operation from
labour.

(6) Rise in no. of
industrial workers.

(7) Growth of trade
unions, backed by
political Parties.
Strikes.

(8) ‘Socialist pat-
tern’ as goal

Note :

Re. “(3) Constitution, 1950’ in Col. 2, the Directive:
Principles of State Policy include the following: “The
State shall endeavour to secure by.......... legislation:
.......... to all workers, agricultural, industrial. ... ..

work, a living wage, conditions of work ensuring a de-

cent standard of life.”

#1— (Contd.)

1880-1968: Dates of imporiant Acts

gy Social
Imsurance

{(II) Labour
Relations

(IV) Wages and
Debis




Table 1

Details of Labour Laws
(A) Factories
—— ~ | Women-{ Men- By
Year l - [ aum ‘ Hours Other Provisions
|
' |
1881 7-12 9 3 = ! s
1891 9.14 71 B .. | Inspection; weekly holi-
day, rest periods; venti- $
lation, cleanliness; space;
no night work for women.
1911 e 6 . 12 More effective (a) ins-
| (textiles) | pection & (b) provisions
| about health & safety;
| half-hour recess. 4 |
T |-—_-_‘—- e, . " :
1922 12-1% i 11 per day, 60 per inspection improved;
week, for both' further extension of all
men and women.| provisions; one-hour
| TECesS; overtime,
1925 e - = 7 e
(Mines)’ X
1928 Z e i o e
{Mines)|
(Regula-
tion for
mines)
1930 e P A e 2
{Rail-
ways)

12

on Working Conditions
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(B) Mines k (Cy Railways

(D)
Plantations

Seope

Perennial factories
-with
{i) 100 persons &
(ii) vse of mecha-
nical power.

{i) 50 persons
(i) the same,

{i} b0 persons

(ii} the same, -
«{1ii) scasonal
factorics.

{ij 20 persons
i1} the same.

e Hours : 60 above-
ground; 54 below-

ground work for
child below 13;
weekly holiday.

12 hours per day,
Gradual restriction

of Wwomen under-
ground,

ground; no under-|

Railway work-
shops covered by
Factories .. Act
1923,

Hours: 60 for
continuous  work;
84 for intermittent
work. Weekly rest.
Overtime 11 times.
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Table

Details of Labour Laws

{A)} Factories

Year

Children

Women-| Men-

Agesl‘ Hours | Hours Hours

©Other Provisions

1952 (Tea)

1953
(Children)

1034
(Factories}

1935
(Mines)

1946
(Factories)

1946
(Raja-
dhyaksha
Award:
Railways)

1948
(Facto-
ries)

1951
(Plan-

tations)!
Details
in last
column

1952
(Mines)

Pledging
Labour

Children

14-18

The same in sea-
sonzl factories; pe-
rennial: 10 & 54.

Seasonal:
10 & 54
Perennial:
9 & 48,

All factories: 9
and 48

dification, cooling.

Overtime at double rate;

child 14, in perennial
factories.

b

ILeave with wages, about
15 days; precise standards
in health, safety, welfare;
welfare officers; many new
provisions; admn. » by
States.

12 (Contd.)

on Working Conditions
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(B) Mines

(C) Railways ;i

(D)
Plantations

b

Scope

Overtime, first aid, rest
shelters, creches, humi--

paid holidays: adult 10,.

.

{iy 10 persons
(ii} the same

(iii) 20 persons,

if no power.

Above ground,
10 % 54; below, 9.
No children under
15.

1952, (1} Hours:
48; daily: 9 above
ground, 8 below
ground, children
under 18 not to
work below grousd

(2) Owertime: 1%
times above gr;
twice below

ground,

{continued)

Hours: 54 for

continuous
work; weekly
rest, paid holi-
day, leave
TESETVES.

LR

Tea
Districts
Fmigrant
Labour
Act.

1951. (1) Scope:
Tea, coffee, rubber,
cinchona,

(2) Inspection.

(3) Health, Wel-
fare. ;

(4) Sickness and
maternity benefits..

{continued)
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Table

Details of Labour Laws

(A) Factories

Children | :

Year Women- Men- I s

Ages Hours | Hours ! Yhotis Other Provisions
|
b
1954 1954 ]
<{Facte- i No night work for wo-
=ries) men and children.

12 (Contd.)

on Working Conditions

301

(B} Mines

' (C) Railways !
|

(D}
Plantations

{3} Women: not
to work below gr.
or at night.

{(4) Provisions for
health, safety, wel-
fare.

{5) Leave with
wages : Yearly 14,
for those paid on
monthly  basis; 7
for others.

(6) Adequate pe-
nalties, including
imprisonment, for
breaking the law.

(3) Housing.

{6) Hours: adults:
54: children: 40
no child under 12;:
ne night work for
children and wo-
men.

(7) Leave with
wages: about 15
for adults, 20 for:
children.

(8) Weekly holi-
day.

(9 1 hour’s rest
after every 5 hours..

Note : ‘Leave with:

wages'— in facto-
ries, mines, rail-
ways, plantations,
is the same as
‘holidays with pay”
or ‘vacatien'.
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Table-
Social Insurance
: (I) Sickness, Maternity
: Scope ‘of the Legislation ! ' Benefits
Legislation S SRR e e
: : Industries ! Workers ‘ Risks ; . in cash

(1)  Work [Faciories,  [(a) Those llEmploy- According 10
men's . Com:/Mines, Raillgetting up ment in-[(a) wages,
pensation ways, Ports,[to Rs. 400; jury by §(b) whether
Act; 1923;  |[Plantations, |(b) Clerks|(a) acci- [fninor or adult

amended,  |Building & casual |dent, (b)[& (c) nature of
1933, etc. trades etc. |workers |occupa- |injury.
i excluded. (tional See Table 13.

disease.

(2A) Mater-|(a) Factories, | (a) No [Mater-  |6-12 as. a day;

rity Benefits |(b) Mines, income  |nity for the majority
Acts, 1929—-1(c) Planta- |(limit; 8 as.; usually
48, by 1b]tions in {(b) only for 8 weeks..
Provinces & |W. Bengal {manual

Native Statesig: Assam. workers.

(out of 28).

(2B) Mines iMines in -do- {12 as. a day for
Maternity India, : 8 weeks. Thus.
Benefit. Act, _ more than in
1941 (Cent- ' (2A) above.

ral Govt.). o

{8) Em-{Perennial Those get-| (a) Sick-{Generally half
ployees’ Stateffactories, ting ‘up |mess: .. fwages. Half
Insurance with powerjto Rs. 4000 - wages upto 56
(ES.L) Act, {& at least 20Rs. 500, \(b) matfdays in a vear.
1948. _{workers each.]frbm 1966;'ernity: | [Half wages for

e

__:..’_'_

e

e e

305
14
L egisiation in India
& Employment Lujury
_ ualifyin, Waiting : s ; J
Qpc ng; & period Administration ! Remarks
in kind | [
Nil Nil | 7days [By WG Com)(a) Employer's
missioners, who!liability, no
; may also be Lajcontribution by
| bour Commis-jworkers; (b)
‘ sioners or Distt.iClaims to be
l Magistrates, settled through
| courts; (c) de-
tails given in
Table No. 13.
Nil 6-9 Nil By Factory or{(a) Same. as
months’ | Mines Inspec- (a) above; (b)
service ! tors, elc. varying  steny
dards; (o
1.L.O. Conven-

tion, 1919. {d)
No medical aid
under (1) &
(2A) . Compare

(d under

(2B) below.
Free ms!6 months'| Nil |By Inspectorsi(a) Same as
dical treat-iservice | of Mines. (a)_above; (b)
ment; pro- : Uniform  stan-
vision of l dards; (c) See
creches, i (c) for (2A);
additional = (dI) free medi-
rest inter- l ca treatment,
vals, etc. | etc. unlike in

\ (2A) and (1).
@ Me 1) 9 @) Nil |dutonomous |(a) A Social in-

dical treat fmonths for me- body, ES.1isurance law; so
ment ,for sick dicine Corporn. withjconiribns.

% atten. [ness & | (ii) For |representatives jfrom Lab. &
dance;  mater- [Cash: of Govts.,, Lab.iCap. (ratio: 1:2);
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‘Table
Social Insurance
(I) Sickness, Maternity
Scope of the Legislation Benefits
Legislation = . - o = :
Industries | Workers 1 Risks in eash
e e ’ 12 e

ignltggg}lwd minm: 75 paise.
covcred, 31 () Employ{Generally, half
lakh workers ln:gﬂxt'y wages.

1 =
e ialso fune-

ral ex

penses for

all.

4 Materd Al factories, mines and plantat'i_kms, except
ni(ly) BcneﬁtsJ those covered by the ES.I. Act. Aim: Uniform
Act, 1961, standards for maternity benefits.

Remarks oniSee :Rc-
various  asjmarks’  (€)
pects of thejunder the
Acts:- E.S.I. Act.
b
i
{
i !
{

14 (Contd.)
Legislation in India
& Employment Injury

)
= o e Qu;i;?c:élg “';}é% Administration Remarks
in kind
e e B =) -
extend- nity be- | 2days |Cap. Medicine, [share in costs
ed tO nefits in sick- Parliament by Govts.
families in cash. | ness,7 (b) Integrated
(ii) Pro- (i) Nil| daysin ischeme; so eco-
vision for disable- nomy, efficien-
for pre- others, ment. cy. (c) Compul-
ventive sory  insurance
medi- (d) Periodical
cine & (not lump
rehabi- sum) payments
lltatlon. for lnjury -
(e) Scope: much
narrower than
that of WC
Act or MB.
Acts, re: ‘Indus-
i tries’.
Medical ESI, Act: bet- |[Need for co-ordi-
aid for ter machineryjnation & integre-
injury & Earlier, officials :;?:’i" ,::_ cf.g;:ffr}e
mater- i had little timeltor all lab. in or-
nicy for | for this subsidi—iganiscd inds., with
the first ary work. uniform  methods
time. of collection of
contribns, & dis-
tribn. of benefits,
& with common

admnve, & judicial
imachinery, special-
1y set up for secl
tec. — would be
more cheap, effici-

ent & equitable.

ST
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Investment
% of public Expendi-
Plan and * sector outlay ture: Result of this
Period {agriculture + crores of investment
community Rs, ie.
development) investment
i.e. relative in ebsolute
investment terms

nes. As a symbol of
the ‘Wheat Revolu-
tion — 1968, we
have a 20-paise post
age stamp.

In 1965
gave us the
‘Jai Kisan’
to the

Shastriji

slogan
(Victory
Farmer),

which is depicted om’

a 15-paise
The

stamp.

farmer does
seem to have been
victorious in ’'67-68,
with the help of the
agricultural scientist.
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;
o 20— (Contd.)
[ ‘horizentaily” and ‘vertically’.
L Five-Year Plaas
|
.I
F 4
I Oth of Le for tl
i ther eauses ssons for the
2 this Tesult [ Other features future
|
| |
| |
I
(6) Surplus farm income:
e ‘ It must be mopped up,.
= through  higher taxes,.
loans, & irrigation charges;:
& stoppage of subsidies.
Otherwise, waste through
conspicuous consumption,
purchase of gold, silver &-
A land; danger of inflation..
, Also, encourage farmers.
' to re-invest in land.
Fertilizer output:
| fakhs - of tous
| = =iy alie P .
i ype Targets Actuals
| Nitrogenous 8 4.5
Phosphatic 3.5 ° 1.8
i Growth rate per year:
| S
Population : 2.49, So, rising de-
Income : 407, mand for food.
] Food 2.69, ‘So  imperative

need to check
growth of po-
pulation.

i
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Table 19
Irrigation under the Plans

v | Eleo S e
- 327°
o - = iz ‘o ANote on Imgatmn lmder the Hans Lo
E & | Eﬁ | 2y bl = { 3 ! P oDy TS : & aeereiatt
£6 lgg | & Rl e = e supplement to Table 19 oy ol
S el =4
Eopl T e .
ES |ed l . .
'E: g |5 22 1 T e § [ - Inadeguate wutilization: The woeiul gap between the poten-
Lo e R f J i
e Lol o - =] e - ! L = S = 5 - .
=i !zE 3| - = : = . tial created. and its utilization was -due primarily to the delay:
...... et ST e i e . SR ke _
A ] : I inethe construction -of field- channels. This, in turn, wds the.
‘..‘Le: i : ST s e ,_: :
REZ | result of financial difficalties and the lack of adequate prepara--
S o S : - -
B2 o | Ly | ! : tion- of the land. The other factors-were the lack of financial :
O § [y T T g ; :
345 = and- other. facilities,” the farmers’ ignorance or unpreparednessi:
= = :
58 - = 5 . : . e
Efw i inadequate preparation of projects, lack of technical experts, rise ;
— = —— e %; = - - .
SRR a2 = il of sub-seil water and. absence of proper co-ordination between :
Ao & s 3 1 _
S = the supply of water and that of other inputs. However, there:
< = 5 i T : : e :
- g.ﬁ 8- | o R I I E has been a tremendous improvement over the plan period, but
o =X : 3 o
- 0, = there is no _cause for complacency.
ZES z | i -~
i el o | Other Problems. Low Returns eic.: For instance returns
| :
p _ = . ' ¥ | ez : =
%E L | = through betterment levies etc. are disappointing. The remedies
= B i . aiick e 3 <
£9 s i = are: the education of farmers in the economical use of water
2 o —_ ] . : & : - . . g i
2 %‘3 o ! ! I I o =98 and in developmg a suitable crop pattern, linking Irrigation
- ‘a o w |
.Eﬂs% £ L charqts to the amoum of water consumed lmpoutmn of a com-
o .
e 2- S - - pulsory water cess, rise in the water rate, reduiction in worhng
§ =
0 0 I = Tt e = | expenses; and’ ‘co-ordination of the construction of head-works,
= . | i < s = i e i ! ; i
Eg 3 b L D - S | canals, distributaries, field channels and culverts. An effort
=" H el e | A ) s
.E g % f should also be made to have double cropping in the irrigated
v= ary r~ [->1 o~ o -~ |
'?;% ‘65 P S — o o o L areas. Lastly, there are the problems of salt-eﬂ.‘ervescence and
o | ol a3 :
Eg | =2 et $ers = 8 water—loggmg' ‘the latter is sometlmes the resuIt of - a wrong
=T -, : % :
£ ®E I o w © |3 | chmce in the Iocatlon of the works
=5 B3 = - e r~ T e o 5 :
5 =58 E = £ \ i & & :
==z 2x — S e Tk-c Mz'nc:_r Work_s: ‘The major works are very iLmpressive .
= = i 1 - . = 1 = 1
sy g omoo e e =] ! g e 9 | and the States fight for having them. But the minor (and me-';
| SR S g I e B I e i ; & i ; . el
55 Mo mr RS 8 | M e sE] T dium) works have their special advantages. Their principal :
o ¥ O o Has ey © = 0% 418 TS S
a & e | e SErsa e
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benefit is quick returfis. The other advantages are: spread of
employment, smaller cost, ability to cover the entire country
with irrigation and lastly, no need to have a highly trained staff.

Their relative position: In spite of these advantages, the
tinor werks did not receive enough attention from Govern-
ment, Partlcularly in the first two Plans, when the major and
medivm: works added 18.2 million acres to the irrigation poten:
tial, the addition to minor works was only 9.7, i.e. about 509
“of the former. The figures for the Third Plan show some im-
provement in the position: they are 19.6 and 13 respectively,
i.e. the latter is about 669 of the former. But even this im-

provement occurred mainly in 1964.66, the last two years of

the Plan, after the emergency created by the Chinese invasion
in October 1962. During these two years Rs. 143 crores (out
of the Plan total of Rs. 174 crores) were invested in the minor
works., In spite of this the relative position in 1966, as com-
pared to 1951, was reversed. In 1951 the minor works supplied
irrigation' to a substantially larger area than the others In 1966
it was the other way about. The share of r_he major and me-
dium works grew from 22 million acres to about 60, somelhmg
like trebling (or about 200¢, more). But the share of the
mmor works rose from 29.5 million acres to about 52 only, an
increase of about 779,

Let us now compare the irrigaliog potential created (by
the two types of works) to the relative investment in them.
‘The minor works received less than one-third (i.e. 339,) of the
investinent in the other works; but they added about 60% ot
the potential created by the other works. Of course we must

remember that many of the latter are multi-purpose projects

329

_As a symbol of these, we have a l-anna postage stamp on the
Tilaiya dam on the Damodar.

The overall situation: However, the total potential was more
than doubled during the three Plans, growing from 51.5 mil-
“lion acres to 112. There was a similar doubling of this poten-
~tial relative to the usable flow of water — from 179 to 369,
"Thus more was achieved in these 15 years of planning than
in the 150 years under the British. The total area which can
be irrigated is about 190 million acres, or about half the cul-
-tivated land. Today the area under irrigation is about 299
of the land under the plough. Thus we have yet a good deal
..of the way to cover. And the works which will be taken up
now will cost more. The task before us is, therefore, still a
tremendous one. So far, during the three Plans, about Rs. 1700
- crores have been invested in all works. This shows the huge
amount of funds that will be needed to irrigate half the arable
Iand in the yvears to come. It also makes the irrigation works
-one of the two greatest public undertakings in the country, along
with the railways.

__ One point may need explaining: the irrigated area was
55 million acres in 1939-40, but only 51.5 million acres in 1951.
That was due to the partition of the country in 1947. Some big

-works, like those in the Punjab and the Sukkur Barrage in
. Sind, are now in Pakistan.
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" Table
N.B.—Study both
Agriculfure under the
Investment
: |
% of public Expendi- |
Plan and sector outlay ture: Result of this
Period {agriculture -+ | crores of investment
community | Rs ic !
development) | investment ¢
ie. relative | in absolute |
investment l terms .
1 Plan <1 \ 906 179, rise in output;
1951-56 jmore in cash crops..
l iComfortable food
lposition.
B
I Plan 11 530 |20, rise in output,
1956-61 | Thus, less than ‘but serious shortfalls.
in 1 Plan. /in a few major items:
icotton, jute, oilseedss
i—i.e. the cash crops-
111 Plan 14 1050 - :
tput.
196166 |Thus,  rise to J0% Tise  in OUIpM

planned, but less.
than half that expect-
ed now. In 1961-65,
-|2.8%,- rise per year
. ! (compound rate) —

itarget: 5.49%. Food-
grains target: 101.6-
million tonnes; esti-
imate: 72.3 million
!- tonnes, i.e. shortfall
of 299,

1967-68: estimate:
95.100 million ton-

about the level
of the I Plan.

g -

2%
‘horizontally’ and
give-Year Plans

*vertically .

831~

Other causes of - |

f

this result . -

Other features

‘Lessons .for thedi:  rabis
future L

(1) Good Wea
ther. -(2) 159,
rise in acreage.
(3} 59, rise in
productivity.

(1) Bad wea-
ther 1957-58,
'59-60, (2) In-
adequate in-
pauis: irrigation,

seeds, fertilizers
etc. (3) Com-
placency.  (4)

187, ‘tise in}

productivily.

(1) Vagaries of
weather: e.g. 2
famines in
1965-67 (2) No
consistent  poli-
cy (3) Faulty
implementa-

tion: non-uti-
lization of irri-
gation  poten-
‘tial, inadequate

A good record.
In the first two
Plans, 49, rise

the world’s.

Attempt at di-
versified pat-
tern: More em-
phasis on cat-
tle,  fisheries
e

credit & inputs, f-— -

e.g. fertilizer
output: see
next column.

in output per;
¥ear, equal toj

(1) Investment: It was
more than doubled in the
II Plan and again dou-
bled in the III Plan. But
the results do not corres-
pond to this great in-
crease. So, other factors
are very important; they
follow. :

(2) Weather: Unpredict-
able and often crucial. So,
we must allow for bad sea-
sons, get more out of irri-
wgation (see ‘Note on Irri-
gation’) & build up buffer
stocks of food, cotton etc.

(3) Acreage: 159, rise in
I Plan, no such rise later.
Will have to depend on
higher productivity for in-
creasing output.

{4) Diversification. When
sure of enough grains, we
must aim at nutritious,
balanced and varied diet.

(5) Govt’s. role: Com-
placency, lack of consist-
ent policy & faulty imple-
| mentation have to go.
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e Table
N.B.—For a shorier version
Corperations for Endusirial
) [ (@) | ® '
No.. name, <
Capital :
S;st);:lli-slﬁf authorised, Functions
ment, €ic. ELE .
(I) The !Rs 10 crores. The|(f) To guarantee loans of
Indl. Fin- Ipublic cannot buy its/indl. concerns, which are
ance Cot- shares. = = = ~|public limited cos. (i)
‘poration, . To give them loans — &
1948 Reserves: Rs. 3 cto-(to indl. co-opves. (iii) To

{(The LF.C.)

(I1y The
State
Financl.
Corporns.,
from 1951,
in all 15
States.
(8.F.Cs))

Rs.
- Loans
Rs. 40

res. Debentures:
a3 CrOTES.
‘from Gout.:
crores.

€rores. .

(1} Rs, 35 crores in
all. (2) Bonds & de-
bentures: Rs, 26 cro-
res.

Share Ca;ﬁitai:_ Rs. 8

.|—190,. in forn.
—38. For

units.

buy their shares & deben-
tures. (iv) To underwrite
these, (v) To guarantee
deferred  payments for
purchase of machinery.

1948-68: Net amt. sanc-
tioned, in crores of Rs.
for ()—5l; for (i) &
(iv) —25; for (i), in Rs.
clrrencies
new projects—
200; old projects—105,

Loans to public & private
limited cos., partnerships,
indl. co-opves & private

concerns. Methods of fin-
ance: The same as (i),
(i), & (iv) above. The
State Bank has lent a
large amwount to small

*___W*Ww_ S st S

of interest |

o

please refer to Table 22.

Finance and Development
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e e i' Q)
Limits of
Type & Amount of :
s Total loans g::lnmfh B
loan; rate er. features

which units,

|
lIoan; & to |
{their -size} !

Long-

term: up|te I <crore,
to 25 yrs. {to large pub-
Present lic, limited

_ eifective  |cos. :
rate, 897, |

_on Rupee|

 doans. .

L()ng iy Rs. 1 io 10
‘medium |lakhs, to me-
term, up—idmm & :
to 20 yrs. Small unils,
Int.: 8 tounder any

o7
9% ership. Smal-
der loans
‘Depts. of
State Govts.

type of own-jassets —

Rs. 10 lakhs |194568; Rs. 409

crores sanction-
ed; mnet sanc
tioned: 305

~.{Outstanding:
- 187,

(ay A mixed insin.,
owned by the®Cen-

tral Govt.,, the Re-
servé  Bank (R.
Bank) & priv. inst
nal. investors —
banks, L.IC. etc

(b) The shares of
Gout. ér the R. Bank
now transferred to
the I.D.BI. — No.
(Vil) here — which
owns 509%. Thus the
LE.C. is a subsidiary
of the ID.BI.

F

!

I'I9l53-66: Rs.
123 crores sanc-
tioned. So f{ar,
mainly loan

Icap. for
land,
bldgs., - machs.;

by!&r more to me-

jdium writs
ithan the small

(@) The same as
(a) above, but incl
State  Govis. (b)
The R. Bank can

fixed|inspect them; % co-

ordinates them with
.the banking instns.
(¢) Supplements the
LE.C., which lends
to only large units—
& for a long period
only; cf. (I). (d) So
far, mainly loan
capital for fixed as-
sets; — & more to
medium units.
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Table:

N.B.—For a shortexr version.

Corporations for Industrial

i) @ [ 3)
No., name 5
i 4 Capital
8; sg:;ﬁ sl?Af authgrised, Functions
ment, etc. L
() The | (1) Rs. 1 crore; (2)] () To set up new inds.
Natl. IndL |pdlu up: Rs. 10jor develop new lines of
Develop- liakhs, all from Govt.; {prodn. in basic & heavy"
ment Cor- of India. |inds., where priv. cap. is.
porn, 1954 Ishy. due to risk & huge
to 1964 {amount. () Design &-
{N.LD.C) consultancy services. (iii)
i To finance rehabilitn. &
modernizn. of cotton, jute
& mach. tools inds. Me-
thods of finance: as under
(I), the LF.C.
(IV) The (I Rs. 25 crores.|To assist, expand & mod-

Indl. Credit
% Investmt.
Corporn. of

India, 1955,

(LC.LC.L)

(2) Shares by Indn.|

& forn. priv. invest-

Lors. (3) World Bank:

Several long-term

; ioans: $140 million.

i (#) Gout. loans: Rs.!

ernize priv. indl. units.
Main function: under-
writing; provides equity
cap., by buying shares.
Loans. Guarantee for
loans. Impt. source of forn.

l'}':J crores + 20 cro- exchange, esplly. from

‘res, incl. Rs. 10 cro- | World Bank,

to import

ires from P.L. 480|machry. & materials.

| counterpart  funds.
(5) Int. free depo

'sit, of Rs. 7.5 crores,!
ifrom the Techl. Co-

lapn Admn. of the
US.A. (6) Power to
borrow, upto 3 times

'pald—up cap. & Govt.
'deposzt etc. Tota

icap.: Rs. 42 crores|

§+ $140 million.

i

l |

l_

- Up to 15(To large

21— (Contd.) =

please refer to Table 22.
Finance and Development

M S ® )
PEZiI())E of Amount of X
loan: rate loan; % to Total loans Ownership and
of interest, | Which units, ; EHIEE LR
“ | (their size)

x%nctioned uH (3) Emphasis on de-

yrs.  Int.;|units, to March, 1966:{velopmental  rather

'_?.5%;_ 51, | (1) Cotton: Rs./than on purely fin.
it paid in| |197 Crores ancing functions
-ttmel, __‘(_‘?’) Jute: Rs. Comp (V) : NSIC:
| 7.5 crores (8) (b) March, 1964;
| mach. tools: |activities ended.

(Rs. I crore. To-!Most functions trans.
tal: Rs. 28.4/ferred to the
crores. {DB.IL,ie. (VII).

Long & |Rs. 5 lakhs |1955-65:  Rs.|(a) Owned & man.

feedium  {io Rs. 1 124 crores, half aged by priv. indus.
term crore to in forn. cur-|trialists & bankers,
loans. 7 ° |large units. |rency, to 390 but largelys helped
to 8¢, ) dos., 179 of/by Govt.

interest. 'them | new.

Sanctioried  in
1964: Rs. 22.7
crores; 1965;
Rs. 24.2 crores:
1966;: Rs. 18.9
crores. Total
| underwriting,

jup. to  1965:
J]?{s, 28 crores.
|

|
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Table
N.B.—For a shorter vers.on

Corporations for Industrial

o @ | 3
No., name, : '
% year of Capital | B b
blish- authorised, Functions
- %, etc: etc.

(V) The Na- (I) Rs. 10 lakhs by| To promote small inds.,
tional Small Govt. (2) Loans by ie. with cap. below Rs. 5

Long-term lakhs. Methods: (1) Mar-
the keting service, at home &
of 310 mil-{abroad. (2) Hire-purchase

lion, for importing of machs. (3) To stock &

from| supply iron % steel & other

others, for the samec.| raw materls. (4} To deve-

(1) Rs. 25 crores.| Refinance to

Inds. Cor- it (3)
porn., 1955 |loan from
(NSIC) |USA,;

{ machs.—also
(VI) The
Refinance {2y Rs, 26
Corporn. for
Industry Wheat - under
Pvi. Ltd,, 480.
1958-64.
R.CIL)

lop ancillary inds. Thus,
‘not  a  pure financing
{instn.; in this, it is like
the N.I.D.C., which help-
‘ed only large units. Most
States have now similar
Small Industries Corpiorns.

comml.

crores';banks, in loans for buying
from the sale of U.S. machs.,
P.L. through re-discounting of

equipment ete.,

bills. Less of official ele-
ment & more fexibility
. re. credit worthiness. 1960,
61: The Scheme libera-
lised in 5 respects. Re-
finance to State Financl.
, Corporns. also. Widening
i range of inds. & more re-
finance to mew units; ez
'in 1963, 609, of sanction-
~ed amt. was for starting
i new umits,

|

339

)

Ownership and
other features

| 21— (Contd.)
i please refer to Table 22.
Finance and Development
e o= |
k- 4 Type & - Limits of :
- g A £
i 11:;2?(13':; lo?;ung :)o Tetal loans
2 which units,
of interest | (u{:e:ir size)
Medium #|To small '
term. units.
To buy :
.H.fcm' Orders  from
.=361}..,5‘, , Govt. Depts.
ke and  Railways. |
at 4.59, ~ B -1
to B; Supplied Mac-
19 less |'chines, worth
for co- — % 16,000 Ma- |-
P chines  worth
Rs. 25 cGcrores
by 31.3.”66.
Medium |Up to Rs. [1958-64: Sanc-!
term: 50 lakhs; tioned — Rs,
3 to 7 later: 1 75 crores. Re-
years. crore; to finance to 19
Int.: 5% IMedium- instns. in 1962,
later, size units & to 27 in 1963,
5.59. {with cap. |including banks |
3 of Rs. h to |%& State Fin-|
250 lakhs).|ancl. Corporns.

’ Crores of Rs,

1963_—64 ‘ 196465
i
342 l_ 17.3
!
5.4 ‘ 3.6
(a) Shares worth

{Rs. 125 crores by

the R. Bank, the

L.ILC. and 15 large
banks. (b) 1964:
merged with the

(IDB.I) ie. (VIL)
below.

i
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Table
N.B.—For a sherter version
Corporations for Industrial
W @ 3)
No., name i
2 - Capital .

& year of aulhlt))rised, Functions

establish- S . :

ment, €ic. 5

(Vi) Thej (!) Rs. 50 crores. |As the apex instn., in the

‘Industrial
Develop-
ment Bank
of India,
1964
(LD.B.1)

(2) Interest-free 15-
Year loan by Gout.:
Rs. crores: 10445,
(3) Can issue bonds,
like the other Cor-
porns. (4) Can bor-
row from the Na-
tional Indl. Credit
Fund (started by the
R. Bank), which
will have Rs. 35 cro-
res by 1969.

structure of term-lending

Corporations, it co-ordi-
nates and supplements
their activities, in two

ways. The amounts sanc-
tioned in
given below, in crores of
Rs., against the method of
help.

(4) Direct (or primary)
lending, through:

(1) loans S <

(2) purchase of their
shares, debents.
etc. 2

(8) underwriting
these e

(4) gmuaranteeing
their loans & de-
ferred payments 10

Total: 645 Disbursed: b8
crores of Rs., to 38 units,
mostly new, with a wide
range,

1965-66 are.

-

4

21— (Contd.)-
please refer to Table 22.

Finance and Development
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) (5) | ®) o
. Limits of |
l;lg}ffd f:f | Amount of o
loan; rate loan; % to Total loans “1':1& f1p an
of interest which units, other features
(their size) J

Long ¢&
Medium
tdrm:
3 to 25
vears.

dnierest:
89 on
direct
loans.

L]
Up to Rs 1 {Teotal finance
crore for re-lsanctioned in

finarice. Ear- 1965-66: Rs.
lier: A0 106 crores.
lakhs. ;
(A) Direct
{lending:  64.5
f (B) Indirect
lending: 42

{—Details in col.

3).

(a) A wholly owned
subsidiary of the R.
Bank, which man-
ages it. (b) Why set
wp: finance by the
above not enough;
& much greater free-
dom needed.
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Table

N.B.—For a shorter version.
Corporations for Industrial

(1)

2)

| @

No., name,
& year of
establish-
ment, etc.

Capital
authorised,
etc.

]

Functions

| (B) Indirectly, through
ire_fmance:

| (I) refinancing loans, ot
'the other financl. instns.,
ifor 825 vyears; & of
\comml. (% State Co-opve.)
ibanks for 3-10 vears; & of
export credits of 0.50 to

[10 years. =k

: (2) Re-discounting bills
|of industrial units .. 17

1965-664 e
Total of (4) & (B) 106

As we saw above, No.
{(VI) —the R.C.I.—merged
{with the ID. Bank, when
ithe latter was estd. in
11964, The total re-finance,
tincl. that by the R.C.L, in
11958-66 was Rs. 102 cro-
|res, for 663 applicns.

‘Tkus total sanctioned (in

«

21— (Contd )

- - please refer to Table 22.
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@

&

©

0]

Type &
Period of
loan; rate
of interest

" Limits of

Amount of
ioan; & to
which units,

' (their size) = |

Total loans

Ownership and
other features

|
i




Table

N.B.—For a Fuller version

Corporations for Endustrial

Y::,;_Of Authorized : Up to
Number Name blish- capital Period || how | Rate of
e crores of of loan | many interest
e Rs, years
(I) |The 1F.C| 1948 10 long 25 | Effec-
(The Indl. tive
. TFinance Cor- rate,
porn.) 89, on
Rupee
loans
J
|
(I) |The S.F.CS. From \ 33 Elong & T 20 8 to
—in all 15| 1951 |in all. Bonds medi- 99,
States (The ' etc.: lum
State Fin-] Rs. 26
ancl. Cor- i crores
porns.) ’
|
(I11) |The N.I.D.GLI%*} to 1 long 15 7.59,
(The Natl.'1964
Indl. Deve-
Iopmt. Cor-
porn.)

22

please refer to Table 21.
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Minm. | Maxm.

Amount of

loan—lakhs of

Loans te
Total I which
i loans— | e
‘| crores of | ut?ltleir
Rs. [ ;
| ‘ size

Ownership and other features

i0

100

i 1
| Net amt.| large,
‘ saaction-

| public,
ed: 305 in
1948-68.

limited cos.

(a) A mixed insin., own-
ed by the Cent. Govt., the
Reserve Bank (R. Bank),
L.1.C., Comml. banks etc.
(b) Since 1964, a subsidi-
ary of the I.D.B.I.—No.
VII (c) Other sources of
funds: (i) Loans from
Govt.: Rs. 40 crores (ii)
Bonds & debentures: * Rs.
38 crores (iii) Loans from
abroad.

10

tioned,
1953-66
type of
owner-
ship.

123 sanc. | Medium
& small —
iunder any

(%) The same as (a) above,
but incl. State Govts.
()  Supplements  the
ILF.C., which lends to
only large units — and for
a long period only. (c)
So far, mainly loan cap.
for fixed assets;—% more
to medium units.

28  sanc
tioned up
to 31.3.66

large

(¢) Emphasis on develop-
ment, rather than finance
—Comp. (V), the N.S.1.C,
rehabilin. of cotion & jute
inds. (b) 1964: wound
up; most functions Ilrans-
ferred to the 1.D.B.I.—No.
(VII) here.
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Table
N.B.—For a Fuller version
Corporations for Industriak
Yij;ff: Authorized | | Up to I;
Number Name b.ii;h- capital petesion . Himw T o
e crores of of loan | many interest
\ Rs. i years
efc. H
| T
(Iv) {The  LCL1955 | 25 Total ]0110' | — 7 to
C.I.  (The | cap.: Rs. 42! mcdmm 8,
1Indl. Credit  crores  plus !
% Investmt, $140 million, .
Corporn.) '
| | |
(V) |The N.S.LG., 1955 | 0.10 il\-{edium- 8 45 to
(The Natl (Rs. 10 69,
Small Inds. lakhs) .
Corporn.)
|
_ |
(VI) {The R.CL| 1958 25; & 26 Medium| 3to7| 5.5%,
(The Refin- to from the
ance  Cor-| 1964]| sale of |
porn. for U.S. Wheat|
Ind. Pvt. under P.L.
|Ltd.) ; 480
! i |
| i i

oo

22— (Contd.)
please refer to Table 21;
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Amount ef
loan—{faklis of | ,Towl
i loans—
Rs.
: | crores

Maxm, | of Rs.

Minm.

i Loansio

I_ which

| units—
their

| size

Ownership and other features

143 by
| 1966

8 e A==t

large

{(a) Priv. instn., but large
loans by Govwt., incl. Rs.

10 crores from P.L. 480

counterpart funds & other
help from the US.A. (&)
World Bank loans in

forn. currencies: $140 mil-

lion.

smal]

| chines, worth

. similar Small Inds.

(@) Marketing service:

Orders worth tens of cro--
from Govi. &

res of Rs.
rwys. (b) Supplied ma-
crores of
Rs., under hire-purchase.
(c) Other developmental
activities. (d) Thus, like
(III) — the N.LD.C. (e)
Most States have now
Cor-
porns.

e 75

i

i medium

{(a) Shares held by the
R. Bank, L.IC. & 15 large
banks. (b) Refinance for
buying machines etc. (¢)
1964: merged with (VII)
—The 1.D.B.I. below.
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Table . :
7 22— {Contd.)
N.B.—For a Fuller version t
leas : i
f e sal please refer to Table 21
, Finance and Development.
Yz:.:;(_)f Authorized ‘I ; % . |
Number Name blish- cro?;}s) g?le‘ f;f ;(I)Zﬁ ::12‘;" E‘:;:eif ,..L Ior;lmki?: Cotal Jloans ILoans #o :
zaent Rs. ‘ }.M,-g of Rs. ~— crores *hich units | Ownership and ether features
(o | - e of Rs. their  size
, Minm. | Maxm,
. (VII) ;The LD.B.I| 1964 | (1) 50. |Long & |3 to 2589 '
(The Indl. (2) Int. freeMedium for - 100 | 106 sanc- (¢) A wholly owned subsi-
_|Developmt_ ™ 15¥Yr. loan direct tioned in diary of the R. Bank, which
Bank for by Govt.: 10 : loans : 1965-66. manages it. (b) Why set
India.) plus 45 (3) > " up: finance by the above
Can issue T not enough; & much great-
bonds, like er freedom needed. (¢) 2
the other types of finance: (A4) dir-
I Corporns. 3 ect (or primary) lending,
(1) Loans like the other Corporns.
| from the : for term-finance. (B) in-
Natl, IndlL Al directly through re-finance
Credit Fund, s _ of loans by comml. banks
which  will . : & the other term-lending
be 35 crores Corporns; & the re-dis-
of RBs. in counting of bills of indl.
1969. * | s units.
i & - Details given below.

(VII) The LD.B.I. — Amounts sanctioned,
Loe in 1965-66, in crores of Rs.
(A) Direct (primary) lending:
(B) Indirectly, through re-finance:

(1) Loans: : i e 42 (1) of 1 L

-~ of loans by the other Corporns.
(%) Purchase of Shares: ' e s : & of loans by comml., & State Co-opve. Banks 25
(8) Their underwriting: = R = 2) Re-discounting of bills of indl. units: 17
(4) Guaranteeing loans & deferred payments: 10 ( 7

- ! Total: re-finance, 1958-66, incl. that by (VI) — the R.C.I,
Total : 64.5. Disbursed : 58 crores tp 38 units, mostly new, E Rs. 102 crores, for 663 applicns. Sanctioned in 1963-
; ' with a wide range. _&’ 66: 42 crores,

3 : i Thus total finance sanctioned in 1965-66: Rs. 106 crores.
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1813

1833
1855-93
1848
1849
1850
1850s

1853
1857
1858
1861

1861-65
1869

THE LANDMARKS

Note: For a connected account please refer to

Section 1, Chapter L

{I) The Trading Company, 1600-1765 :

The East India Company was granted a Charter,
by Queen Elizabeth I of England, to trade with
the East.

Death’ of Aurangzeb, the last Great Mogul.

The Battle of Plassey — beginning of the British
Empire in India.

The Industrial Revolution begins in England.

Ruling Power, 1765-1858 :

The Company obtains the ‘diwani’ from the
Mogul. '
The Regulating Act.
The first¢ Charter Act. Permanent Settlement in
Bengal. *

The Charter Act abolished the GCompany’s mono-
poly of trade with India.

The Company's right to trade abolished.

The Silver Standard. 'S

Gold discovered in California,

The Abolition of Corn Laws in England.

Gold discovered in Australia.

The new Public Works Dept. of Dalhousie built
modern roads in India.

The first Railway line opened in India. The first
factory, a cotton mill in Bombay.

The Sepoy Mutiny.

(TI)) Under the Crown, 1858-1914 :

The Crown took over the Governance of India.
The Indian Councils Act.
The American Civil War.
The Suez Canal opened.
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1881 The first Factory Act. ‘
1885 The Indian National Congress founded.
1895 1 sh. 4 d. ratio.
1894-1926 Excise duty on millmade cotton cloth.
1904 The Co-operative Movement bornm. |
1905 Japan’s victory over Russia. The Partition of
; Bengal — the ‘Swadeshi’ Movement.

1909 Morley—Minto Reforms. Tata Iron and Steel

Company established.

1913-14 The Chamberlain Commission — Gold Exchange

Standard.

T

(IV) From the First World War to the Second, 1914-39:

1914-18 World War.
1916-18 The Industrial Commission.
1918-20 The Post-War boom.
1919 The LL.O. established Montague-Chelmsford
Reforms -- Dyarchy in the Provinces. Rowlett Act
- Massacre at Jallianwala Baug. 5
1920 The Non-cooperation Movement launched.
192022 The post-War depression. :
1920-21 Acworth Committee on RaiIWay_s.
1928 Discriminating Protection. Workmen's Compensa-
tion Act. ”
1926 The ®¥rade Unions Act.
1927 1 sh. 6 d. ratio.
1929 Maternity Benefits Act, Bombay. Ind_ustrial Dis-
putes Act. '
From 1929 The Great Depression — export of ‘distress gold”.
1930 The ‘Satyagraha’ Movement launched.
1930-31 The Royal Commission on Labour.
1932 The Ottawa Agreement — Imperial Preference.
1935 The Govt. of India Act. Burma to be separated.
The Reserve Bank of India. -
1936 The Indian Companies (Amendment) Act. The
Payment of Wages Act. ; :
1987-39 Provincial Autonomy — Popular Governments in
_ the Provinces. ' :
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(V) The Second World War and after, 1939-47 :
. 1939-45 The Second World War. Inflation. Food Problem.

1942 The ‘Quit-India’ Movement. Tripartite Labour
Conferences.

(VD) Independence and Planning, Wars and Fam'nes, 1947-63 :

1947 .Independence and Partition.

1948 Minimum~ Wages Act, ESI Act, Coal Mines
Providt, Fund Act. Indl. Finance Corporn.

1951-56 The First Five-Year Plan:

1951 The Plantations Act.

1952 The Community Development Programme.

1958 Compensn. for lay-off and retrenchment.

1956-61 The Second Five-Year Plan:

1956 The ‘socialist pattern of society’ as the objective.

1961-66 The Third Five-Year Plan :

1962 Chinese Invasion.
1965 Conflict with Pakistan.

 1965-67 Two successive famine-years.

1966-69 TFourth Plan postponed by three vears.

1966 Devaluation of the Rupee.

1967 Dr. S. Chandrasekhar becomes Minister in chaige
of Family Planning — a vigorous programme is
launched. Closure of the Suez Canal.

1967-68 Industrial Recession. Good monsoon.

1968 Good monsoon. “The Wheat Revolution”, Exports
look up.

- 1969 The fourth Five-Year Plan to be launched in April.
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