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PREFACE

OWING to the War and the post-War world conditions, the
equilibrium between the supply of and the demand for agri-
cultural commodities was disturbed, contributing to the fall in
prices and the accumulation of stocks in the chief exporting
countries. The changed situation forced the Governments of the
various countries to regulate imports and the marketing of
agricultural products.

India, a predominantly agricultural country, was severely
affected by the world depression. Agriculture forms the profession
of two-thirds of her population; and the proportion has not
changed in favour of industrial employment. Industrial develop-
ment has taken place, but a larger percentage of the people has
not been absorbed. Therefore one concludes that India will not
become industrialized in the Western sense of the word in the
near future, and that she will remain mainly agricultural. It is
obviously the duty of the State to help to improve the efficiency
of the production and distribution of farm products.

Along with backward cultivation, Indian agriculture is greatly
handicapped by the unorganized nature of the marketing opera-
tions. In order to study conditions on the spot and to collect
first-hand information, I toured through various provinces of
India and watched the working of the prominent produce markets;
I also prepared a questionnaire and obtained, through personal
interviews, answers from the representatives of various interests
(vide Appendix A). This book attempts a critical examination of
contemporary marketing methods and practices, pointing out the
existing defects and suggesting suitable remedies.

The book has been divided into three parts: the first aims at
giving a general introduction to the subject of marketing and world
agricultural conditions, whilst the discussion of Indian economic
structure and of the developments in her marketing system is
intended to supply data for what follows. The second part is
mainly devoted to the working of the marketing machinery as it
is found at present. The last part is almost entirely recom-
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mendatory. Although I have dealt principally with the staple
agricultural commodities—viz. wheat, rice, sugar-cane, oilseeds,
cotton, and jute—of Northern India (Punjab, United Provinces,
Bihar, and Bengal), I have made references to other products
and to the rest of the country as occasion demanded. And I presume
that I am right in saying that, to a great extent, what is applicable
to the part is also applicable to the whole.

Now I come to the most pleasant part of my work. My gratitude
is due to Dr. Vera Anstey, D.sC.(ECON.), of the London School of
Economics and Political Science, for her valuable guidance and
inspiring criticisms. I am sincerely thankful to her for giving me
ungrudgingly of her time, and for patiently reading my chapters.
I am greatly obliged to Sir Harry Lindsay, K.C.I.E., C.B.E., for
writing a Foreword to my book. In spite of being very busy, he
was kind enough to accede to my request. I am deeply grateful
to Sir Atul C. Chatterjee, G.C.LE., K.C.S.I., and to Mr. W. H.
Moreland, c.s.I., C.I.E.,, for their unfailing interest in my work
throughout the period of my stay in England. I acknowledge my
indebtedness to my esteemed friends and colleagues, Professor
Radha Kamal Mukherjee, M.A., PH.D., Mr. B. N. Chatterjee,
M.A., B.L., Dr. M. Wahid Mirza, M.A., PH.D., and Dr. D. Pant,
B.COM., PH.D., of the University of Lucknow, for many useful
suggestions made both in the course of my enquiries in India and
afterwards. I tender my thanks to Mr. J. K. Montgomery, Chief
of the Section in the Bureau of Economic and Social Studies,
International Institute of Agriculture, Rome, for the help he gave
to me during my visit to the Institute. I take this opportunity also
of thanking all my hosts and helpers for the hospitality and
kindness I received from them during my tours. I am happy to
record my obligations to the efficient staffs of the libraries of the
School of Economics, the Office of the High Commissioner for
India, and the Horace Plunkett Foundation. They have been
extremely courteous and of great assistance to me.

THE UNIVERSITY S. A. HUSAIN
LuckNow

January 1937



FOREWORD

By SIR HARRY LINDSAY, K.C.LE., C.B.E., Director,
Imperial Institute, London

To generalize on the agricultural progress of a country so large
as India is a task which demands not only enthusiasm, sympathy,
and courage, but also great powers of observation backed by a
clear intellect and judgment. In other words, the qualities of
head and heart must be well balanced ; neither must be allowed to
outweigh the other. These are gifts which Mr. Husain possesses
to no small degree, and he has devoted them unsparingly to the
task before him. He has, moreover, had the sense to concentrate
on agricultural conditions in Northern India, which he knows
best, and thus to avoid generalizations which would lose value if
they embraced too wide an area.

For, indeed, there is no short cut to a solution of the problems
which Mr. Husain has seen so clearly and described so vividly.
We are apt to get impatient with what we are pleased to call
“vicious” circles; but is the abusive epithet really justified? We
long to break into the circle and violently turn it up at the point
which leads most directly to prosperity. But should we be really
justified in doing so? Would not progress in the end be retarded?
Does not the promise of prosperity depend on the unbroken
roundness of the circle, all points of which must progress together
if prosperity is to be assured on the soundest and most enduring
lines?

What is the circle before us? Does not prosperity depend on
efficiency, and efficiency on co-operation? Does not the capacity
for co-operation depend on the imagination to realize your neigh-
bour’s point of view and the humility to accept it, so that the
majority may rise even at the expense of the minority, the average
at that of the individual? And do not imagination and humility
depend on education, which alone can, in any true sense, turn a
man’s thoughts outwards from his own immediate advantages
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to the lasting advantage of his neighbours? And does not edu-
cation depend on savings, and savings on prosperity, and pros-
perity on efficiency?

So here we are back at the “beginning’ of the circle again. It is
a circle the outline of which is dictated by the conditions of human
life. It is stupid to call it “vicious.” It is criminal to try to “break”
it. It must be raised at all points simultaneously, by individual
efforts collectively guided and controlled.

This, to my mind, is the most satisfactory feature of Mr.
Husain’s survey and conclusions. He sees the picture as a whole,
and the interdependence of the several parts. He is impatient
enough to long for an appreciable advance forward, and yet
patient enough to realize that the advance must be individualistic
as well as co-operative and collective. He realizes the efforts which
have already been made, especially since the War, and the need
for still further efforts; and he recognizes particularly the valuable
lead which has been given by the Royal Commission on Agri-
culture and by the Imperial Council of Agricultural Research.
In the light which it throws on the direction and force of these
further efforts, Mr. Husain’s book is of real value.
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PART I

INTRODUCTORY






CHAPTER 1

APPROACH TO MARKETING PROBLEMS

AGRICULTURE has always been the principal industry in the
world: “ . . . agriculture is the occupation of the majority of
workers throughout the world; its various products represent in
value the greater part of human labour, and the exchange of its
products against industrial products forms indeed the basis of
world trade.”! The accompanying table will be found helpful in
realizing the importance of the agricultural population of the
world.
Estimated Agricultural Populations in 1930*

Agricultural Population
Total
Countries Population
(in millions) (int rmallsons) Pteéc’le“;:: e

1. Europe (excluding Russia). . 379 139 36-7
2. Russia .. .. .. 161 140 870
3. North America .. .. 134 31 231
4. South and Central America 117 76 650
5. Africa .. . .. 142 107 754
6. Asia .. .. .. .. 1,070 805 75°2
7. Oceania .. .. .. 10 3 30°0
Total .. - .. 2,013 1,301 646

* World Agriculture (an International Survey). A Report by a Study
Group of members of the Royal Institute of International Affairs,
London, 1932.

On the continent of Asia, for example, barring Japan, industrial-
ization is still in its infancy. Japan is highly industrialized, but it
is a small country, and from the point of view of population does
not compare with the other countries of Asia. China is essentially
an agricultural country. India, again, is primarily agricultural.

1 Report of the World Economic Conference.
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She has got many industries, and more are being started every day,
but she cannot be called an industrial country. More than two-
thirds, i.e. 67 per cent, of her population directly depend on
agriculture. Of the remaining, about half—16-7 per cent—only
are engaged in different industries and trade, and 16-3 per cent
are employed in various services. The rest of Asia is almost wholly
agricultural, except for the petroleum industry of Burma, Iran,
and Mesopotamia. In Europe, England and Germany are pre-
eminently industrial countries; but agriculture is quite important,
particularly in the latter. And attempts are being continuously
made in England as well to keep agriculture in a flourishing
condition. The other countries of Europe are predominantly
agricultural, though they have well-developed industries too.
Protection and assistance are extended to agriculture and indus-
tries alike. With the exception of some industries in South Africa,
the whole of Africa is mainly agricultural.

The United States of America, one of the most highly industrial-
ized countries of the world, leads in agriculture also. The use of
machine ploughs, tractors, harvesters, etc., for production purposes
has made both intensive and extensive agriculture possible. Prac-
tically the whole of the New World—specifically Canada, Brazil,
and Argentina—has taken to large-scale agriculture in a manner
unknown in the Old World. Australia and New Zealand, again, are
developing their agriculture through large-scale farming. Impor-
tant industries are being set up, but agriculture is receiving due
attention, and is maintaining its position as the primary industry.
The reason why these countries have adopted and have succeeded
in carrying on large-scale agriculture is that they have been
colonized at a relatively late date. The fresh settlers could get as
much land as they liked, and they started large farms where, later
on, the mechanized agricultural implements could be used with
advantage. The soil, too, was more or less virgin and capable of
high yield. Small efforts, with the help of nature, resulted in
bumper crops. In the older countries—on the continents of Europe
and Asia, and in North Africa—the agricultural holdings are
generally so small that cultivation by mechanized means is not
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possible, or, at least, not profitable. Large-scale production as a
rule results in lower costs per unit, and this in turn leads to lower
prices. This is the main factor responsible for making the newer
countries the granaries of the world. Huge surplus produce and
low costs enable the American countries and Australia to supply
grain to any part of the world at competitive prices.

The Union of Socialist Soviet Republics is the only country in
the Old World where cultivation is being carried on as a large-scale
enterprise. It has revolutionized its agricultural system just as it
has upset the old order in government, in religion, in social
manners and customs, and in industry. Moreover, it is the only
country in the whole world where the entire national system of
agriculture is carefully planned out beforehand, and then put into
operation as one scheme. This is achieved through the collectiviza-
tion of agriculture. The work is divided up between the State,
Co-operative and Collective Farms and Communes. “The
fundamental aim of the [First Five-Year] Plan was to lay the
foundations of the establishment of a classless Socialist society
in the U.S.S.R. by (1) the development of a large-scale industry
both of producers’ [means of production] and consumers’ goods;
(2) the introduction of large-scale agriculture based on modern
technique; (3) raising enormously the cultural level of the coun-
try.”! Thus agriculture has been put in the forefront of the Soviet
economic programme. Some idea of the immense achievements
of the First Plan can be formed when we learn that Special
Machine Tractor Stations were organized, which in 1932 numbered
2,446, to supply agricultural machinery and skilled scientific
assistance to the collective farms. And the total number of State
farms increased from 3,125, cultivating 1,735,000 hectares in 1928,
to 10,203, cultivating 13,557,000 hectares in 1935. ‘. . . in general,
it may be said that, in the course of the First Five-Year Plan,
large-scale collective farming became the prevalent and dominant
form of agriculture in the Soviet Union, that the v.s.s.R. had
become a country of the largest scale farming in the world, and

1 The Second Five-Year Plan, by W. P. Coates and Zelda Coates,
1934, p. 4.
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that collective farms in all branches of agriculture have now
undoubtedly come to stay in the U.s.s.R.”* The objects of the
Second Five-Year Plan with reference to the improvement of
agriculture were “to transform grain, live-stock breeding, sugar-
beet, cotton, and other State farms into model agricultural under-
takings by a thorough mastery of the technique of modern complex
machinery; by introducing correct crop rotation, and organizing the
work of seed selection, etc.; by improving the breeds of cattle, by
raising the quality of grain, etc.; by using machinery, power, etc.””

As a result of these developments in various countries, culti-
vation has been placed on a more scientific basis. The increasing
adoption of modern and more efficient implements and agricultural
machinery, the judicious use of suitable manures and fertilizers,
the popularity of improved seeds, and the provision of irrigation
facilities and the regular supply of water have ushered in an era
of rationalization of agriculture, Research stations have been
established by different countries to carry on experiments in the
many branches of agriculture. Similarly, the breed and vitality of
the live-stock are being improved through cross-breeding and
better feeding. In the midst of these activities the world economic
crisis set in in 1929. In their many publications the League of
Nations and the International Institute of Agriculture came to the
conclusion that agricultural production had outstripped demand:
this was regarded as one of the factors responsible for the depres-
sion. Unfortunately it is not possible to construct indices showing
the trend of agricultural output as a whole in relation to population
changes,? and all that can be done is to take the figures for particu-
lar crops. Wheat may be taken as a typical case, as it forms the
basis of greatest commercial activity among all farm products, and
has, consequently, been hit the hardest. The following figures
give the world production of wheat from the pre-War and post-
War periods up to the beginning of the depression. It will be
noticed that since 1925 the increase in the output of wheat works

1 The Second Five-Yedar Plan, by W. P. Coates and Zelda Coates,
1934, pP. 20. ? Ibid., p. 8o.
3 See Note at the end of the chapter.
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out at a yearly rate of 18 per cent, while the world popula-
tion increased by 14-4 per cent onmly, from I,317,329,000 to
1,506,479,000 from 1913 to 1929 respectively. That is not all.
World consumption per head decreased, as seen from the table
given below. The consumption per head decreased by 1-2 kilo-

World Production of Wheat*t

Year Millions of Quintals Percentage
1909-13 (average) .. 1,029 6 100
1921-25 (average) .. 1,018-7 99
1926 .. .. .. 1,182°3 11§
1927 .. .. .. I,I9I 2 116
1928 .. .. .. 1,280°9 124
1929 .. .. .. 1,129°0 110
1930 .. .. .. 1,2767 124

* The Agricultural Crisis (League of Nations), 1931, vol. i, pp. 25-27.

+ Including the u.s.S.R. but excluding China, for which estimates are
extremely vague. Some other countries also have been eliminated to
provide strictly comparable figures.

Consumption of Wheat *t
Consumption per head Total Consumption
(kilograms) (Millions of Quintals)

Countries (1)

1909-10 to | 192526 to x;kow;e_r:gem I;‘z";e_r:gio Percentage.

1913-14 (2) | 192930 3) | 1513014 (4) | 1929-30 (5) (s) to (4)

Europe .. 129°9 1287 449 474 105°5
US.A. .. .. 1473 1246 139 149 1072
Argentina . 170°6 149° 1 12 16 133°3
Australia . 160°3 1460 8 9 112°5
India .. .. 236 237 74 79 106-8
Other countries 15°5 17°6 60 ~ 82 136-6

Total .. 659 632 764 828 108°4

* The Agricultural Crisis.

t+ Excluding the u.s.S.R., China, and Turkey, as also the quantities
necessary for sowing; but including those employed for fodder and
industrial purposes.
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gram in Europe, remained about the same in India, and increased
by 2- 1 kilograms in“‘Other countries” ; but it was markedly reduced
in the New World, where a rise in the standard of life, involving
a change-over from grain to meat, vegetables, fruits, and dairy
products, was probably responsible for the tendency. In spite of
an increase of 14-4 per cent in the population, the total world
consumption of wheat increased only by 8-4 per cent. Here we
find that two factors were contributing towards the overthrow
of the prices of wheat—world production had increased at a faster
pace than population, while consumption per head had actually
decreased. Once the equilibrium between the supply and demand
of such an important commodity was upset, reactions on other
produce could not be avoided.

A similar tendency was disclosed by nearly all the principal
cereals, the world production of which, and of potatoes, had
undergone the following changes in comparison with the pre-War
period.}

(All figures in 0oo quintals)

Cereals 1909-13 192§ 1925-28 1929
Wheat* .. .. 822,645 906,768 965,875 917,920
Rye .. .. 261,293 259,380 235,466 255,268
Barley .. .. | 289,754 301,992 312,552 356,657
Oats .. .. 521,200 547,220 538,937 548,183
Maize .. .. | 1,046,067 1,142,721 1,091,230 | 1,086,208

Total .. .. | 2,940,959 | 3,158,081 | 3,114,060 | 3,164,236
Potatoes .. .. | 1,288,000 — 1,352,274 1,581,000
Rice (rough) .. 782,600 — — 856,500

* The discrepancy between these figures and those quoted on p. 23 is
mainly due to the fact that the I1.I.A. did not take into account some
countries the statistics of which were incomplete or doubtful.

Thus, with the exception of rye, the production of other food

1 The Agricultural Situation in 1929-30 (International Institute of
Agriculture, Rome), 1931.
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grains had gone up. The world consumption, on the other hand,
had decreased.!

Kilograms per head
Cereals Diminution
1909-13 192528
Per cent
Wheat .. .. .. 659 63:2 41
Rye .. .. .. .. 206 15°9 228
Barley .. .. .. 257 217 15°6
Oats . . .. .. .. 42°0 37:6 105
Maize .. .. . 880 82-1 67

There could be no mistaking the fact that the world dietary
at that time was different from that of pre-War days. Many factors
had been responsible for the eating of products containing concen-
trated nourishment rather than bulky foods.

While all these efforts have'been made in the field of production,
we notice that the distribution of agricultural produce to con-
sumers has not until quite recently received an equal amount of
attention. Before the War, hardly any country, with the exception
of the United States of America, realized the importance of
scientific and efficient marketing of agricultural produce. It is
only since the twenties of the present century that serious attention
has been given to that aspect of agricultural activities. A study of
marketing in any country has, from its very nature, to be taken
right up from the village or farmthreshing-floor to the big terminal
or export markets from where the produce is either ex-
ported or starts on the reverse journey, to be distributed among
the consumers by the wholesale and retail dealers. “Strictly
speaking, marketing includes the farmer’s transactions both in
buying and selling, but it is generally confined to the selling side
of his business, and is used to cover ¢ all activities involved from
the time the product leaves the producer until it reaches the

! The Agricultural Situation in 1929-30 (International Institute of
Agriculture, Rome), 1931.
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consumer.’ ”* The economics of marketing must be approached
primarily from the viewpoint of an entire trade or industry as
related to the body of consumers. Hence the term “marketing” is
used to include a number of functions and processes, the common
object of all being the preparing of the produce for ultimate
(distribution for) consumption. Cherington uses the term
marketing as “Designed to cover the complex group of services
involved in the distribution of merchandise from producer
to consumer, excluding only those functions which involve
alterations in the form of the commodity.”? As we are dealing
in this thesis with the marketing of agricultural products only,
we exclude such commodities as tea, rubber, etc., where,
although the raw produce has been obtained from agricultural
land, plantations, or forests, nevertheless the finished products,
as seen in the market, are essentially the results of manu-
facturing and industrial processes. These must be regarded as
belonging to a different category.

Gradually changes of the utmost importance have been taking
place in the distribution of produce to the consumers: these are
most noticeable since the nineteen-twenties. Markets have increased
in numbers, size, and complexity. The development of transport
services has brought distant markets within easy reach. New
commercial and trading classes have brought in their wake more
minute division of labour, and have carried specialization many a
step forward. New processes of handling and treating goods have
been invented. Science is playing a greater part in the preparation
of the agricultural commodities for the market. New demands have
been created, and society has become specialized and complex.
Marketing, from the idea of a simple exchange between producer
—the seller—and consumer—the buyer—has become very
advanced, scientific, and complicated. Instead of being just one
process or act of selling (as the case was a few centuries back), it
now combines many important functions and allied processes.
No middle interest came between the cultivator of the soil and

v Agricultural Economics, by George O’Brien, 1929, p. 91.
2 Elements of Marketing, pp. I and 2.
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the consumer of the crop in a subsistence system of farming; but
this does not hold good now. As soon as farming became commer-
cialized, marketing functions became more extensive. The greater
the progress and development in production, the more efficient
and scientific should the system of marketing become. Both should
move forward together.! But, in actual practice, the consumer’s
demand is very often ignored, thus resulting in losses to producers.
In most cases of marketing, three parties are concerned—producer,
middleman, and consumer. As the producer generally comes into
contact with the middleman only, he is prone to get out of touch
with the ultimate consumer for whom the products are meant.
As a matter of fact, the consumer is the most important market
factor. He is the market, and the satisfied consumer is the best
market, Therefore producers cannot afford to neglect the demand;
and, in order to improve the marketing situation, the farmer
cannot do better than adjust his production to the demands of
the market. To a large extent the marketing problem consists in
producing the quantity and the quality which the consumer wants.
As a result of realizing the importance of the consumer, there
isa tendency in certain quarters to suggest the “elimination of the
middleman.” The phrase is open to two constructions. If it is
intended to mean doing away with the existing systems of
middlemen and replacing them by cheaper and, if possible, more
efficient institutions to perform the same or allied functions, there
can be no quarrel with such an opinion. But there would be
strong opposition if the intention is to put a stop to the specialized
performance of the functions of the middlemen. It has been
pointed out above that the producer has no direct contact with
the consumer, i.e. the two do not come together and discuss terms

1 “The close relation existing between the production process and the

marketing process . . . indicates quite clearly that any solution of our
marketing problem must take into consideration the production aspects
of any given situation. . . . The major difficulties of a number of industries

to-day are due to the fact that they are producing and trying to sell at
a profit too many goods that are not wanted, and are not producing enough
of the kind and quality that are wanted.”—Marketing Principles, by
Pyle, 1931, p. 17.
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in person. In other words, the far more common form of contact,
the indirect one, exists, where they effect their exchange with
each other as ErinciEals, but do it more or less completely with
the help of others serving as agents or intermediaries for them.
Sometimes yet another type of relationship, which is known as
artificial contact, brought about through the medium of advertis-
ing, is found between the producer and the consumer. We
appreciate the desire to establish direct contact between them, but
the remedy suggested is in most cases quite impracticable and
unworkable. Certain disadvantages are obvious if middlemen are
eliminated without their being replaced by other agencies to
perform the same functions, and if all sales are direct from the
producer to the consumer as is suggested by some enthusiasts
without realizing all the implications.

In the first place, the farmer at present is not in touch with the
distant customers. So that he may market his produce efficiently,
he will have to learn many a thing about the market—its organ-
ization and conditions—and the part supply and demand play in
the fixation of prices. This will mean making a start from the
beginning, and no one can tell when he will be in a position to
follow the market information intelligently. Much time will have
to be allowed for his equipping himself to perform his new func-
tions satisfactorily. Can one wait till then? is the question that
naturall?z;r;ses to our mind. Secondly, dealing in small units, the
costs will be high. Packing, despatchxng, and transportation will
be hore expensive per unit. Thirdly, where articles are to be
processed or stored before being sold, direct sales would not be
possible, as each producer cannot afford the plant or space needed
for the same.! Whatever form it might take, some sort of interme-
diary or agency is therefore necessary between the producer and
consumer. Nomenclature is not of great importance, at least not
at the present stage of our study. Since 1920 there has been a
decided trend toward marketing goods M a direct line from
producer to consumer. This movement has been to the disadvan-

1 Cf. Marketing Agricultural Products in the United States, by Clarke
and Weld, p. 18.
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tage of certain members of the old orthodox organization. In many
cases of the sale of equipment or of materials for manufacture,
direct sale exists on a large scale. But in all such instances either
the direct sale has been in non-agricultural goods where mass
and Targe-scale productlon is being carried on, involving large
amounts of capital, and providing all the necessary marketing
processes and services, or some selling agency, e.g. the producers’
union ot federation, has arranged the sale and performed the
marketing functions.

The different kinds of contacts that can exist between the
producers and consumers have been discussed above. Marketing
is, naturally, based on those contacts. But even in direct marketing,-.
direct contact to the extent of discussing terms in person, and
consequently meeting each other, does not now exist. Take the
case of a manufacturer of cotton goods The mill in Liverpool
might be supplied with foreign cotton which can be sold to it
in large quantities by the marketing associations of producers in
the growing countries. This will be an example of direct market-
ing, but not of direct contact. The representatives of the
producers (the sellers) in the United States, Egypt, or India will
not have met the millowner in England. In this instance there is
direct marketing, because the produce is being marketed by the
growers through an organization of their own. If the marketing
agency is owned, managed, and controlled by the producers
themselves, it cannot be regarded as a foreign body. And, although
such an institution might be performing a middleman’s functions,
it should not be placed on the same footing as an independent
middleman. It would just be a department of the farmers’
organization.

It is surprising to note the various stages in which marketing
exists to-day in the different parts of the world. The United States
of America, with the highly developed production system, had to
provide appropriate marketing facilities which materialized by the
crectionof giant elevators forwheat, a system which also developed
in Canada. The American Elevator Systems and the Canadian Wheat
Pools collect and gather together the wheat grown in the country
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and then dispose of it according to the demand. These institutions
are generally worked on co-operative principles, and have not
only been recognized but directly helped as well by the respective
Governments during the recent world depression. For example,
during the years 1929, 1930, and 1931, the Federal Government
advanced loans and made efforts to stabilize the prices of wheat
and cotton in the States. The Federal Farm Board (abolished in
May 1933) was established in 1929 with a revolving credit of
500 million dollars, among other things, “to help farmers to
organize into co-operative marketing associations, and to assist
the co-operatives, through loans, to develop highly efficient
merchandising organizations.” In Canada, the three Wheat
Pools of the prairie provinces (Saskatchewan, Alberta, and
Manitoba)—co-operative organizations again—represent the most
specialized form of marketing. To give an idea of the magnitude
of the operations of these concerns, one instance only may be
mentioned here. . . . the Saskatchewan elevator system remains
the largest grain-handling co-operative in the world, owning
and operating 1,067 country elevators with a capacity of
35,900,000 bushels, and operating five terminal elevators, four
owned and one leased, with a combined capacity of 24,900,000
bushels.””?

At the same time, in other parts of the world, less advanced,
direct marketing in the true sense and with full direct contact
can be found in practice. Such is the case in small and more or
less self-sufficient groups of people who are still producing,
pruna“iErTfor the sake of subsistence. There it is quite common
for the consumers to buy their daily requirements—grain, vege-
tables and fruits, eggs and poultry, milk and its products, etc.—
from the local producers without the intervention of any retailers
or middlemen. This, a direct passing of goods between the
original producer and the final consumer, represents the simplest
form of marketing. And even the barter system is not unknown
to-day, particularly among the most highly developed countries

1 Year-Book of Agricultural Co-operation, 1934, p. 56.
2 Ibid.
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otherwise practising modern marketing methods. In August 1931
an agreement was signed in Washington for the exchange of
1,275,000 bags of Brazilian coffee for 25 million bushels of the
wheat held by the, now defunct, American Federal Farm Board.!
Again, in July 1932 an agreement for exchange of German coal
against Brazilian coffee was concluded between a large Rubr heavy
industry concern and the Brazilian Government.!

It is apparent from the post-War efforts of the different coun-
tries of the world that the problems of the marketing of agri-
cultural products are at last being given serious consideration.
It has now been recognized that marketing plays an important
part in the national economy of the respective countries. Without
a developed marketing system the farmer labours under distinct
disadvantages, in as much as his sales are so many isolated
acts without any plans. He sclls whenever the crops are ready for
the market, or when he is in need of money. Frequently he has
neither the time nor the business ability for undertaking the sales.
It is a truism that united we stand and divided we fall. When
producers go to the markets—generally the smaller are frequented
more on account of long distances intervening between the bigger
ones—they do not get good prices owing to insufficient knowledge
of marketing. They are not in a position to benefit from the
wholesale and specialized markets as they deal on their own and
have very small supplies to offer as compared with the much
larger transactions carried on there. What is needed is that the
individual farmers should unite for the purpose of disposing of
their joint produce on better terms, which would result from the
increased bargaining power of the agricultural community as a
whole. The produce would, usually, be of little value if the market-
ing operations are not performed. The agricultural commodities
are produced in the countryside. They must first of all be trans-
ported from there to the urban areas where a large section of the
total population lives and needs feeding and clothing. Moreover,
the distribution of the same takes place from the big central
markets, and produce must be taken there before being despatched

1 World Agriculture.
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in other directions. At this stage the commodities must be cleaned,
graded, and standardized, otherwise sale would be difficult with
mixed lots.

Further, there are special aspects of agricultural marketing
which deserve notice. Conditions in agriculture are so different
from those obtaining in manufacturing industries. In the factories,
production is undertaken and regulated according to the demand.
Supply is, generally, adjusted to the existing or the expected
demand. But in agriculture the quantity of production is never
known beforehand with any certainty. Sometimes an increased
acreage produces a smaller crop, and a decreased acreage often
yields a larger crop. Weather, insect pests, plant diseases, and
other factors beyond the control of the individual farmer deter-
mine the yield and quantity of his output. Moreover, the farmers
have no definite control over quality. Grains, fruits, and vegetables
show Variations in quahty under the influence of the above-
mentioned factors. The weather, too wet or too dry, too hot or
too cold, is always a fundamental factor in determining quality
of output. Again, the nature of agricultural operations is seasonal.
Crops cannot be sown, ripened, and haryested at will. They have
to go through aperiod of growth, they must have a certain set of
conditions during that time, and their frequency every year is
strictly limited. So the agricultural produce can only be had at
specified intervals, and that too in varying quantity and changing
quality. But the demand exists all the year round. People must
be fed and clothied the whole year. Therefore a system of storage
is essential whereby the yield of different seasons is pooled
together and is withdrawn gradually to meet the demand. It
amounts to a system of rationing. If storage facilities do not exist,
the year’s crop would either be used up within a shorter period
on account of the absence of any control or it would deteriorate
and become unfit for consumption long before the year is out.
It is really variations in the supply which, in normal times, cause
the greatest maladjustment between production and distribution.
In order to adjust supply to demand, it is essential that arrange-
ments, in the shape of warehouses—either owned by the State,
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the Railway and Steamship Companies, or by private enterprise—
for the storage of the commodities be available at important
points throughout a country.

Another marketing function is that of financing. Whenever
marketing operations are carried on, somebody’s money has to
be used to finance the different stages. During the course of these
transactions a certain amount of risk exists for the owner of the
goods. The market price might go down, and result in the reduc-
tion of profifs or in an actual loss. Or the commadities might be
spoiled during storage or transport. Agricultural products are
notorious for their susceptibility to the elements and careless
packing and carriage. This means that someone, i.e. the owner,
has to assume many a risk in the course of marketing, introducing
thereby yet another marketing function, viz. that of rlsk-bearlrlg
The above-mentioned, together with some minor ones, are
known as the marketing functions, as they are necessary for the
marketing of commodities. They are mostly performed by the
middlemen, who are usually carrying out the marketing processes.
But if the individual farmers are themselves to arrange for the
joint sale of their produce they will have to undertake the fore-
going functions, which are inseparable from scientific marketing.
The three important functions—viz. transportatxon, grading, and
storage——mvolved in marketing agricultural products are instru-
mental in creating the three utilities— lace, form, and time
respectively. Marketing is in fact a part ot%)roducnon they share
essentially the same characteristics. It is little use for the farmer
to grow certain crops if he cannot find a market for them, or if
he cannot sell them at a profit. The farmer needs direction alike
in the matter of cultivation and marketing of his foduce. The
business man, concerned as he is with the satisfaction of consumer’s
needs, regards marketing as primarily a matter of distribution.
We shall, however, concentrate upon the progress of the agricul-
tural products from the farmer to the wholesaler.

While discussing the methods of improving production we
should not forget the peculiar nature of agricultural operations.
Agriculture is dependent on many factors, known as “acts of

c
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God,” over which man has no, or at any rate very little, control.
Much is being done by scientists to overcome these handicaps;
and they have even succeeded in the Soviet Union in making
rain from the clouds (which would otherwise have passed over)
by sprinkling them with chemicals from aeroplanes. Still, the time
cannot be visualized when the yield trom the fields could be
depended upon with any certainty. Moreover, even after produc-
tion and preparation for the market, the commodities are subject
to special risks. Agricultural produce is mostly perishable, e.g. it
might be eaten away by mice, or destroyed by wet or by insects.
{We can never be sure of the supply, not to mention the quality,
of the farmer’s crops. We cannot regulate agriculture at will. But
if we cannot determine production and supply, we can, through
regulated and scientific marketing, arrange the distribution in
such a manner as to partly counterbalance the vagaries of nature.
Careful study and research will eventually result in increasing the
efficiency of market distribution. Yet another factor makes the
case for the study of marketing more urgent. The farmer is
essentially a man of small means, lacking the strength either of
knowledge or of organization. Acting in isolation, he may fall an
easy victim to the middlemen and the merchants, and may fail
to get the competitive price for his product. It is evident that
economies on the marketing side are quite as important for him
as economies in respect of the internal organization of his farm.
Attempts have been made in the past to decrease production costs,
and they have been reduced to a certain extent. But the costs
involved in the actual performance of marketing operations do not
seem to have decreased as rapidly, if at all. There is general
agreement that they are still positively high. “The possibility of
reducing costs of production of some crops is greater on the
cultivating than on the marketing side, but there is no crop in
which economies of marketing within limits are not attainable.
The reduction of the costs of marketing is, therefore, one aspect
of the question of reducing costs generally.”* That this is true of
all the countries, more or less, is borne out by American authors

1 Agricultural Economics, by George O’Brien, p. 9I1.
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who have analysed the production and selling costs of different
staple articles.!

Various types of waste in distribution, ungraded and unstand-
ardized commodities, poor and unscientific packing and methods
of transport, absence of public markets and warehouses, unbalanced
production, lack of market information, unfair practices by
certain people, and bad credit facilities are the most important
causes of inefficient marketing and high costs. All the present
troubles in the field of marketing and the resultant evils would
appear to be due to a failure to see marketing in its proper per-
spective. Otherwise there is no justification for its not having been
given the same consideration as the other stages of production
have received. The result is that there is considerable waste on
account of defective selling efforts.

NOTE (see p. 5)

It was the intention of the present writer to correlate world
agricultural production with consumption in order to study the
extent to which supply and demand previous to the “Great
Depression” were moving in unison, and to see what effect the
growth of population had on the raising of the various crops.
Such index numbers were to be obtained as would eliminate the
effects of monetary changes and fluctuations in the currencies of
the different countries of the world. The only numbers (indices)
available of the kind were those published by the League of
Nations; but they revealed a number of limitations rendering
them unsuitable and even dangerous for the purpose. In the first
instance, to study the extent of over-production, if any, it was
desirable to start with the pre-depression period and to compare
those figures with others during the depression; it was there that
the first difficulty was encountered. Prior to 1930 the world
production index numbers (the old series) had 1913 as the base,
but the new series had the average of 1925-29 as the base.
Obviously these two sets of indices could not be compared, nor
could they be brought to a common level. Moreover, although

1 Cf. Paul D. Converse, Elements of Marketing, p. 1033.
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weighted index numbers were more satisfactory in certain respects
than unweighted ones, unfortunately, in fixing the different
weights, the relative importance of the commodities as measured
by their aggregate value at representative “world” prices had
been taken into consideration. The writer’s assumption was that
before the depression set in the production of primary goods was
low relatively to the demand (represented by the population),
hence the high prices at that time; but that gradually production
increased in relation to demand (again represented by population),
contributing to the fall of prices, and finally ended in the depres-
sion. As the weighted indices of the League already carried the
price element in them, they could not be used to throw any light
on the question. This prevented the use of any of their figures.
An alternative course was possible, i.e. to formulate one’s own
index numbers of production. The idea was to take the aggregate
quantity of the world agricultural production in 1913 as 100,
i.e. the base, and to repeat the process for successive years in
order to bring out the annual fluctuations. Here again certain
obstacles beset the path. Were quantities only to be taken into
consideration? In some parts the cultivation of coarse grain had
lately been replaced by money crops, probably resulting in a
decrease in the total quantity of all commodities grown; but there
might not have necessarily been an equal fall in the aggregate
value, or there might even have been some gain and vice versa.
This showed that quantity alone was not sufficient data whereby
to gauge and interpret the world changes in production. The
desirability of taking prices also into account became apparent.
In other words, it would have meant preparing the index numbers
on the basis of aggregate value of agricultural production of each
country in different years. The adoption of this method would
have been at variance with our purpose, i.e. the price element
would have been introduced again. Lastly, it was noticed that in
order to give a full picture of agricultural production, dairy
products also should be included, particularly as there had been
during the last fifteen years a great changing over from cultivation
of crops to dairy farming; but figures pertaining to it did not even
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claim to be satisfactory. Both the League of Nations’ figures and
those of the International Institute of Agriculture contained
only sketchy information about the herds reared over the major
parts of Asia and Africa. The material available about the culti-
vation of arable crops was far from being complete, but the data
pertaining to dairy products of about half the world were either
missing or unreliable. Under these circumstances it was felt that

no useful object could be achieved by pursuing the point any
further.



CHAPTER 11

THE INDIAN ECONOMIC BACKGROUND

INDIA, although a part of Asia, is practically a continent by
itself. The Indian Empire, including Burma, has an area of
1,808,679 square miles, and comprises British India and Indian
States with areas of 1,096,171 and 712,508 square miles respec-
tively. According to the Census of 1931, the population of British
India was 271,526,933 and that of the Indian States was 81,310,845,
making a grand total of 352,837,778 for the whole country. In
other words, the people of this sub-continent amounted to nearly
one-sixth of the human race. The population of India is increasing
constantly. Between 1911-2I it increased by 1-2 per cent only,
mainly on account of the epidemic of influenza which swept
over the whole country in 1918 and 1919, and carried off 12 to
13 millions as its victims and affected about 125 millions, i.e.
two-fifths of the total population. During 1921-31, however, the
increase was 106 per cent. For the fifty years 1881-1931 the
rise in population has been 39-0 per cent.

The ever-increasing population is putting more and more
pressure on the land. The density of population has risen as
follows:

1911 1921 1931
All-India .. .. 174 176 195 per square mile
British India .. ..oo222 225 248 5, 5 »

The density rises to over 1,000 per square mile in certain rural
areas in the fertile Indo-Gangetic Plain. “There is, however, in
Bengal an even higher general level of density, since the Dacca
Division has a mean density of 935 persons and reaches a rural
density of 3,228 per square mile for Lohaganj thana (police circle),
and a mean density of 2,413 for Munshiganj subdivision . . !
This inevitably results in an unbearable pressure being put on
Y Census of India, Report 1931, vol. i, part i, p. 4.
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the soil.! The progress of urbanization has been very slow during
the thirty years of censuses in the present century, the whole
increase being a little more than 1 per cent: the urban population
has increased from 99 per cent in I190I to II-0 per cent in 193I.
As compared with 1921, the last census shows an addition of
0-8 per cent, which can be due partly to the natural increase
of the pre-existing urban population and partly to migration
from rural areas. “Increasing urbanization is not, however,
taking place equally with reference to towns of all sizes. . . . The
villages have maintained their relative position on the whole;
the medium-sized towns have lost, and the largest towns have
gained, in population.”’? Although this was written before the
1931 census, yet, according to the latter figures as well, the
tendency remains about the same. The bigger towns and cities
have increased both in number and total population, and the
small towns with populations of under 5,000 each have gone
down in those respects. The rural areas show an all-round increase,
but the urban population has gained slightly on the whole as
shown above.

As crops depend on the existence of plant food and moisture in
the soil, so the character of the agriculture of a country depends
largely on its soil and climate. The limitations imposed by the
nature of the soil, and above all by the climate, tend towards local
specialization in certain crops. Thus wheat thrives well in the
north and north-west, these parts having a clayey soil and rather
a hard winter with light rains. Paddy and jute do well in the eastern
parts of the country, the former on the east coast, too, on account
of the heavy rainfall there. Sugar-cane grows ideally in the middle
of the Indo-Gangetic Plain, i.e. in the eastern Punjab, the United
Provinces, Bihar, and some districts of Bengal, where the soil is

1 “The crowding of the people on the land, the lack of alternative
means of securing a living, the difficulty of finding any avenue of escape,
and the early age at which a man is burdened with dependants, combine
to force the cultivator to grow food wherever he can and on whatever
terms he can.”—Report of the Royal Commission on Agriculture in India,

1928, p. 433.
3 The Economic Development of India, by V. Anstey, p. 42.
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alluvial and rich, but neither too dry nor too damp, and contains
just enough moisture.

India is essentially a rural country. Having about 700,000 of
them, she has been called a “continent’ of villages. The Census
Report of 1931 tells us that the rural population is 89 per cent
of the whole. All the people inhabiting the rural areas are not,
however, engaged in agriculture, although some, whilst primarily
engaged in trades and professions, carry on agriculture as a
subsidiary industry, or vice versa. But in nearly every village a
section of the population, howsoever small, will be found to be
solely dependent for their livelihood upon non-agricultural pur-
suits. Therefore the population depending on agriculture is
naturally less than the total rural population; even then it is
overwhelming and, what is more important, has steadily risen.
In practically all the advanced countries of the world the percen-
tage of population living on land has tended to decrease during
the last half-century. On the other hand, in India, it has increased.
The percentages of those engaged in different professions are as
shown on the opposite page.

Pasture and Agriculture (Class I) provide occupation for 71
per cent of the actual workers of India, if those be included who
follow it only as subsidiary to some other occupation. But the
figures for 1931 should be read with caution. One change of
particular importance was made in the census schedule of that
year. The classification “earner, working dependant and depend-
ant” was substituted for the 1921 classification of mere “workers
and dependants.” This change was effected for the purpose of
greater elucidation and accuracy; but it was discovered at the
time of tabulation that a large number of women had chosen to
be enumerated under “Domestic Service” rather than be put
down as “working dependants.” False pride and class conscious-
ness led to the adoption of this peculiar attitude. It is in the
agricultural class mostly that women are to be found helping
their menfolk in their respective pursuits; hence it was there that
the new tendency was most noticeable. In 1931 the number of
workers under this class decreased by 5-06 per cent as compared
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with 1921. On the other hand, “Domestic Service” showed an
increase of §-35 per cent, which more than balanced the fall under
Class I.

As a matter of fact, fewer women now confine themselves to
housework than before. On account of greater education, more
freedom, keener competition in business, and harder struggle for
existence—however slight and imperceptible the tendency may
be, that it is there cannot be denied—more and more women are
taking to work now than they did formerly. The figures of 1921
showed this tendency, as in that year, when compared with 1911,
the number of total population supported in the class “Domestic
Service” registered a decrease of 0-6 per cent. Thus in 1931 also
some decrease might normally have been expected. If the change
in classification had not been introduced in 1931, more females
“would have appearcd as workers (mainly if not entirely agri-
cultural) in the occupations in which they assisted the male
members of their families.”! And if we assume that all the §35—
the apparent increase in the number of workers in the “Domestic
Service” class, 1921-1931—belonged to “Pasture and Agriculture,”
then Class I would have gained by 0-29 per cent, instead of suffer-
ing a decrease of §-06 per cent.

“Industry,” on the other hand, is shown to have 0-78 per cent
less workers in 1931 than it had in 1921. There was also a fall of
0-35 per cent among workers under “Trade.” These losses were
explained to be balanced in part and largely met by the increase
under “Insufficiently Described Occupations” and ““Transport.”?
This might be a way of finding the losses under one head as gains
under another, but it cannot be interpreted to mean that the
position of “Industry” remains the same. That class definitely
lost in the 1931 census, being responsible for the occupation of
10 per cent of India’s workers as against IT per cent in 192I.3
Moreover, in the latter year the population supported by
industry had already decreased by 6 per cent in comparison with
1911. This shows a consistent decline in the percentage of
population engaged in “industry.” While the industries of India

1 Census of India, Report, vol. i, part i, p. 281.
2 Ibid., p. 281. 8 Ibid., p. 290.
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are growing so far as capital invested, total output,! and the field
of activity, are concerned, they do not employ a larger percentage
of the population. Take the case of cotton textile, for instance,
which is the greatest industry of India. It employs the largest
amount of capital, engages most workers of all, and is supported
and patronized by the whole nation. It is the most representative
of the country too, as cotton mills are established in all the major
provinces of India. But by 1932-33, as compared with 1922-23,
whereas there had been a 54 per cent increase in output
(1,711,323,000 lb. in 1932-33 against 1,111,148,000 lb. in
1922-23), additional employment amounted to 27 per cent
(453,565 workers in 1932-33 against 356,758 in 1922-23) only.
Even if the average of the ten years is taken, the resulting increase
is 18 and 9-§ per cent respectively—roughly the same position.
This shows that the number of workers employed has not increased
at the same rate as production. Again, in the jute industry in
1929-30, the year of the greatest industrial activity, mill con-
sumption of raw jute bales (400 1b. each) was 6,424,000, as against
4,747,000 in 1922-23, an increase of 35-3 per cent; but the
average daily number of persons employed had risen from
321,296 to 343,257 only, an increase of 6-8 per cent. Similarly,
the production of paper mills in British India increased from
23,576 tons in 1922 to 40,712 tons in 1929—by 727 per cent—
whilst the average number of persons employed daily rose from
5,213 in 1922 to 6,730 in 1929—Dby 29- I per cent. Figures of other
modern industries, to whatever extent they can be used, reveal
the same story: there has been expansion in production, but a
proportionately lower increase has taken place in the number of
persons employed.

The increase in industrial activity affects employment inversely.
The more the number of industrial concerns and the more the
working capital, the greater is the use of specialized machinery

1 (a) “Population and Production’’ (1920-32), by Professor P. J.
Thomas (Paper read at the Indian Economic Conference, 1935).

(b) “The Indian Budget,” by Professor P. J. Thomas, The Asiatic
Review, April 1936.
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and labour-saving devices. “The technical progress in all branches
of production, on which the present development of rational-
ization is based, implies a reduction in the demand of labour which
is not temporary and conditioned by a passing phase of the
business cycle, but permanent.””* Besides, the more organized
industries set up, the larger is the number of unorganized
workers and craftsmen driven out of their work. Their manufac-
tures—hand-made and on small scale—cannot compete with
machine-made goods, with the result that the artisans, particularly
in the rural areas, give up their original industry and join the ranks
of the agriculturists. And the industries, which have driven the
small manufacturers out, do not employ workers equal in number
to those rendered unemployed. The present economic depression
has shown that with the increase of unemployment in towns and
industrial centres in India, where an organized machinery of
unemployment relief does not exist, and where the financial
position does not permit relief to be given in the form of public
works on a sufficiently large scale, and where the Governments
are compelled to meet the situation without incurring too great
an expenditure, there are distinct signs of an exodus of urban
population in search of subsistence on land.

The natural conclusion from the above fact is that industrial-
ization has not relieved the burden on the soil, and that in spite
of the new industrial ventures, India still remains essentially an
agricultural country. The sooner it is recognized that the setting
up of large-scale industries cannot solve the population problem
for a long time to come, and that it is through the organization and
development of agriculture alone that the conditions of the masses
can be improved, the more would it be in the interests of the
country. The protagonists of the policy of industrializing India
seem to regard it as a panacea for all the economic ills of the
land. Without questioning the need for starting new industries
and for manufacturing articles of our daily requirements, it may
be pointed out that, at the present rate, industries cannot provide
employment for a much larger percentage of the population.

1 Vide The Agricultural Situation, 1.1.A., 1931-32, p. 50.
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For a number of reasons, India cannot be industrialized to the
extent and in the sense that hold good in Europe and the United
States. She might increase the number and size of her industries
—in fact, this development is going on even to~-day—but industrial-
ization is unlikely to be rapid. The majority of the people, i.e.
those living in the countryside, are accustomed to an open-air life,
and do not like the closed and congested atmosphere of the
towns and cities. The intense heat for about three months in the
year and excessive humidity for the same period greatly reduce
vitality and vigour, and render work inside the factories definitely
uncomfortable. No wonder people dislike it. They are born and
bred in an open and free atmosphere, and prefer to remain in the
same.! This explains why Indian labour is rather immobile and
inter-provincial migration is not common.

Number of Emigrants Embarked from Indian Ports to Various Colonies*

(3) Number of -
(1) Year @ ‘}“E:lﬁ];:?tg“ rgT:g:?in:; ma ()] Nté!z)f::?;l)xrauon
1921-22 1,047 9,081 — 8,034
192223 80,701 103,091 — 22,390
1923-24 146,208 99,254 46,954
1924-25 134,893 575569 77-324
1925-26 159,921 575777 102,144
1926-27 219,444 81,700 137,744
1927-28 203,813 124,593 795220
1928-29 105,185 129,434 — 24,249
192930 137,196 134,331 2,865
1930-31 76,327 143,336 — 67,009
1931-32 31,891 150,943 —119,052
1932-33 18,140 131,325 —113,185
Total .. 1,314,766 1,222,434 92,332

* Source: Statistical Abstracts of British India.

1 «“The vast population of India is essentially agricultural and rural,
town life being to the majority of the people unpopular and artificial.”’—
Census Report, 1921, p. 64.
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At the same time there is barely any possibility of the hard-
ships of over-population being removed or even decreased
through migration. Emigration, when India is taken as a whole,
influences the population very little. The following figures show
that many emigrants have returned to India during the period
1921-22 to 1932-33, due to greater restrictions imposed upon
them by the countries where they had settled. And after 1929 the
adverse economic circumstances reduced their resources and
drove them back home.

The only logical alternative, then, is to develop agriculture and
to make it more paying, so that those who are dependent upon it
may be compensated for the congestion on land by increased
produce and larger incomes: rationalization of cultivation, and
improvement of crops are immediately needed.

Apart from all this, the agricultural classes form such an over-
whelming part of the population that unless their income increases,
consumption must be meagre, and the home market will remain
undeveloped: a low standard of living is a serious barrier to
industrial advancement. Consequently the development of
India’s agriculture will be directly in the interests of her industries
as well. The interdependence among agriculture, industry, and
commerce is so close that it is impossible for one to enjoy lasting
prosperity regardless of the others. The time has undoubtedly
come when India’s industries should also be developed. They are
necessary in order to provide a market for her agricultural produce,
and should not be left in the present backward condition. To
improve them she must use proper plant and machinery, and
utilize the modern devices of manufacture. The industries should
be built on the basis of world competition. For a few years, during
the “infancy” stage, they may be protected against the competition
of the grown-up foreign industries, but this protection should not
be permanently maintained. The country should not be taxed,
nor the consumers asked to pay, for ever, so that dividends for the
promoters and the shareholders of the various companies may be
available. The different industries should, as soon as possible,
stand on their own legs, and face the world competition. One
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way of doing this is to employ the latest methods of manufacture.
Specialization has made it possible for the European, American,
and Japanese industries to reach their present stage of supremacy.
Mass production has enabled them to capture the world markets.
In order to compete, the Indian industries will have to be equally
efficient. Her factories must be equipped with up-to-date appli-
ances and machines to give her industries a fighting chance.
Foreign industries should be fought with their own weapons,
fairly and squarely.

Industrial progress in a country depends very much on its
ability to manufacture machinery. India produces at present few
iron and steel goods, with the exception of iron rails, railway
rolling-stock, corrugated and galvanized sheets, bars, wire, wire
nails, and other material of minor importance (mostly for building
purposes and domestic use). No machinery worth the name is
made in the country. Some agricultural implements and even
machine ploughs are manufactured, but that is not enough.
Foundries and plants to turn out manufacturing machinery are
non-existent, and it may be ages before the deficiency is made up.
It is not possible, however, to make a fair comparison between
the Indian production of iron and steel and the imports of the
same. In the first place, the statistical returns of output are accord-
ing to quantitative measurement only; whilst the imports,
consisting of miscellaneous goods and plant, are naturally recorded
in terms of value. The locally manufactured goods have been
increasing at a fast pace: the figures for the three recent years
given on page 48 show the progressive out turn.

Imports of iron and steel and manufactures thereof have been
to a very great extent replaced by Indian production, but vehicles
(including mechanically propelled) have assumed vast importance.
Machinery and millwork still form a major part in the imports.

Industrialization is growing apace, and as an instance of this
may be mentioned the total number of factories in British India
which are subject to the Factories Act: there were 5,026 factories
in 1922, and by 1932 the number had gone up to 8,241, a growth
of about 64 per cent in a decade. At the same time transport is
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getting more and more mechanized. As the standard of life rises,
the demand for bicycles, motor-cycles, and cars, not to mention
aeroplanes, will increase; but India is as much distant from
manufacturing mechanically propelled vehicles to-day as she
was when they were invented. As India cannot afford to wait till
home-made machinery and vehicles are available, she is left with
no option but to buy them from abroad. Whether we get them
from the United States, the United Kingdom, Sweden, Germany,

Detailed Statement of the Iron and Steel Manufactures Produced in India*

April to March (in tons)
Description
1932-33 1933-34 1934-35
1. Pig iron .. .. 880,222 1,109,390 1,343,075
II. Iron  castings and

manufactures .. 46,988 67,935 80,841

II1. Steel ingots .. - 590,778 720,917 834,030
IV. Finished steel - 441,594 550,696 627,358

* Monthly Statistics of the Production of Certain Selected Industries of
India.

Japan, or any other country, we must import from foreign
manufacturers for a long time to come.

Some people talk of making India self-sufficient and economic-
ally independent. Thelr idea seems to be that by stopping imports
they would not have to pay for them, and hence would save
India’s money to develop her resources; and that by stopping
the exports of food crops and fibres, larger supplies would be
available for consumption at home. Moreover, it is pointed out
that most countries have adopted a policy of particularism and
national self-sufficiency. But how can Indians start new industries
when they do not manufacture machinery themselves? The
purchase of engines, boilers—prime movers—plant, technical
instruments, mechanical appliances, etc., from foreign countries
cannot be avoided. Indian capital will pay many times over if it
is applied to the purchase of these articles. Even if self-sufficiency
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is adopted as the objective, it will not be possible to achieve it in
a decade or two. In the meantime India must secure the necessary
goods through international trade.! To achieve self-sufficiency,
not only foreign machinery is needed, but training, experts, and
capital are also required. Thus the country cannot afford to
remain isolated. It must take part in international commerce.
Moreover, because Indians have not developed their industries,
they cannot create a good demand for their raw materials. They
suffer a loss of national income through the absence of industrial
activities. Sometimes these losses are still more accentuated, as
in the case of exports of oil-seeds, where, so to speak, the fer-
tility of soil is being sent out of the country. The remedy for this
is to start oil-mills and utilize the seeds in our own factories, so
that with an increased demand the prices would rise and make it
worth his while for the grower to sell within the country. In this
way the exports would be checked. On the other hand, if we try
to stop the exports by prohibiting them, or by export duties,
it would not necessarily mean greater consumption at home.
Foreign demand and prices help in keeping up India’s present
production. When they cease to have any influence on our com-
modities, or when the influence is reduced to the minimum, the
prices would fall as our requirements would not be so great as
to absorb the total supplies. The burden of the drop in prices will
in the end be borne by the poor agriculturists, and not by the
dealers. Low prices will eventually result in less production, and
not in making larger quantities available for local consumption.
The diversion of economic resources from natural channels and
the subordination of economic factors to other considerations,
such as the achievement of self-sufficiency within tariff barriers,

1 <, .. India should aim at greater national self-sufficiency, in the sense
of endeavouring to attain a well-balanced economic system, capable of
supplying the main necessities of life, agricultural and industrial. If we
assume this goal, it is obvious that it is of primary importance to stimulate
industrial development, as India is still predominantly agricultural, and
depends on imports for both manufactured goods and for many of the
elementary requisites of industrial production.”—The Economic Develop-
ment of India, Anstey, p. 478.

D
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would reduce the national income and, subsequently, lower the
standard of living.

As regards the current tendency of most of the countries of the
world, it is no doubt true that international commerce has con-
tracted very much during recent years on account of, firstly, the
agricultural crisis since 1929-30, and later—from 1930 onwards
—due to the monetary and financial troubles. Hence a craze went
round the European countries to make themselves self-sufficient
in agricultural products. It seemed that free intercourse in trade
had come to an end, and that trade, from an international basis,
had been placed on a national footing. But gradually a new
phenomenon began to take shape. Business relations between
different countries were undergoing another change. Nations with
common interests were drawn closer to one another. Mutual
advantages were discovered, and bilateral trade agreements and
treaties were entered into by various countries of the world.
Although there has not been any appreciable improvement in
world trade so far, the mere fact that the agreements men-
tioned above have been signed denotes that the doctrine of
particularism could not be practised as complete national self-
sufficiency has received setbacks in so many cases.

Ultimately the result might not be competitive world economy
as it obtained before the depression, but, however restricted its
scope and different its basis, international trade is sooner or later
likely to come back through the recent evolution of commercial
policy and international economic relations. It might be said in
the end that, in view of these reasons, it will not only be difficult
for India to achieve complete self-sufficiency, but that it will
definitely be against her own interests. In brief, in order to start
industrial and manufacturing concerns, India wants machinery
and plant very badly; in order to pay for the imports of the same
and with advantage to herself, she must export some goods; and,
being an agricultural country, the best export trade she can carry
on is in raw material and agricultural produce. The whole question
thus resolves itself into that of the dependence upon the agri-
cultural industry for the purpose of developing international
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commerce. We have already shown what a dominant part agri-
culture plays in the national economy of India, and what a large
percentage of population is, directly or indirectly, connected with
agriculture. Now we are in a position to realize the claims of that
industry from the point of view of both internal and external
trade. It is clear that every aspect of an industry of such over-
whelming importance is deserving of the most careful study, and
that it cannot be left in the present deplorable condition. It needs
developing. It should be thoroughly organized and placed on a
scientific basis.

In recommending the improvement of agricultural production
with the object of increasing exports, one should not neglect the
demand side. The demand for the necessitics of life, all kinds
taken together, is undoubtedly very inelastic; but the demand for
any one particular kind is just the reverse—it is very elastic,
unless one country happens to have a monopoly of that com-
modity. Hence the demand for agricultural goods can, and does,
vary. Nor is it rational. The eccentricities of demand are a matter
of common knowledge. Taste, appetite, habit, health consider-
ations, and price are the factors which determine choice in food.
Producers and dealers sway the public opinion and crcate demand
for their goods through publicity campaigns and advertisement
drives. The Preliminary Report of Marketing, published in 1925
by the International Institute of Agriculture, goes so far as to
include the stimulation of demand by advertising among the
essential functions of marketing. Such enterprise is very effective,
and is responsible for increasing the existing, and for creating
new, demand. Thus multifarious considerations ordinarily deter~
mine the demand for various articles. This brings out the truth
that the demand for a particular type of goods is always changing.
The producers of agricultural commodities will, consequently,
never be in a position to dictate to the consumers. Therefore the
most advisable course is to meet the changed demand of the
public as soon and in as short a time as possible. The adjustments
between the supply and the demand should be quick. If not
actually able to change old and create new demands, the producers
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should at least be in a position to foresee and detect the new
trends, or any likely trend, in them. Through the anticipation of
demand, the supply can be regulated accordingly. There should
be a perfect understanding between producers and consumers.
Unfortunately this is not the case in India, particularly where foreign
buyers are concerned; and it is one of the causes responsible for
the diminution of her share in the world trade in recent years.

India’s Share in the World Trade*
(as percentages of total)

Items 1929 1932 1933 1934

Imports e .. 2:55 251 2°29 2:36
Exports . .. 354 2475 3:06 29§
Total .. .. 3-02 265 2:67 264

* Source: Review of World Trade, League of Nations, 1935, p. 27.
Basis: Recorded Values; Special Trade; Merchandise only.

No doubt the decline in our exports of food grains and raw
materials is, to a certain extent, the outcome of the great world-
wide economic depression and the consequent low prices prevail-
ing, especially among the agricultural produce; but it is also
directly due to our neglecting the requirements of foreign buyers,
not keeping pace with other exporting countries in studying the
demand and not organizing the industry.

New demands come to light, and are even deliberately created
in the Western countries. But apart from the fact that they sell
to grain dealers, commission agents, or in a few cases to consumers
direct, the Indian peasants are ignorant of what happens to their
produce. They know nothing about the overseas trade of India.
In such circumstances, how can we expect them to improve upon
their present efforts and to grow something which will be in a
position to compete with the world produce? The hard fact has
to be faced that there is no system, no organization, and no
machinery to look to the marketing of the agricultural products
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in India. Marketing involves the function of adjusting supply to
demand. In order to control supply, the whole field of production
needs to be managed, but this subject has not been given serious
thought. Nevertheless, it is of the utmost importance to India.
It deserves study and subsequent action. A marketing organ-
ization could watch the changes in demand, help in regulating
the supply, and advise in the fixation of grades and standards. It
means that, ultimately, production as well could be influenced
and directed on sound and proper lines. In order to get good offers
and to make profitable sales, production has either to fall in with
the demand or to create and subordinate it. In each case, pro-
duction needs guidance, and the best agency to guide is a marketing
agency which is always expected to be in touch with the market
and the consumers.

These statements are not intended to create the impression that
a turnover from one kind of enterprise or farming to another can
be easily effected. But with a fair standard of education, intelli-
gence, and will, through co-operative effort and supported whole-
heartedly by the Government, the people of any country can
reform their agriculture if natural conditions are favourable.
Denmark is a standing example of a large-scale change-over from
cereal production to dairy-farming in the latter part of the last
century. After 1861 she improved her agriculture for home
consumption, but developed dairy and poultry farming for export
purposes.! She was, no doubt, helped by the fact that no compe-
tition existed at that time from Canada and New Zealand in dairy
products: many other circumstances also contributed towards her
success. Even if we ignore the solitary instance of Denmark, where
a mass change took place on a national scale, it can be pointed out
that small changes or adjustments are always taking place in all
the countries of the world. Universal and diametrically opposed
changes may not be possible now, or may need great patience,

1 See “Agricultural Production in Denmark,” by Harold Faber, in the
Fournal of the Royal Statistical Society, January 1924, and ‘“Danish
Agriculture,” by Lord Bledisloe and Mr. Christopher Turnor, in the
Nineteenth Century, December 1923.
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and may take a long time—they do not form the basis of the discus-
sion here. We will, however, return to this topic at a later stage.
The study of marketing becomes all the more important, and the
establishment of marketing agencies and organizations all the more
urgent, when we come to examinevthe condition of Indian pro-
ducers. Agriculture suffers through lack of organization and
equipment. This is largely so because the growers of farm products
in India—the peasants—are poor, illiterate, short-sighted, prodigal,
and, in a word, backward.

The EDUCATIONAL BACKWARDNESS, rather the universal illiteracy,
in the rural areas is a real impediment to progress. The villagers
do not lead an organized life, but merely exist from day to day.
They have no future and no prospects. Their vision is blurred
owing to lack of perspective. The percentage of literacy is still
very low. ¢, . . although literacy has increased appreciably faster
than the population, the percentage correspondingly literate now
is still not more than 8-0.”’! The majority of the literates live in
towns, leaving a still smaller percentage in the villages. The
agricultural methods are as old as civilization itself. Nevertheless,
it should be pointed out that although illiteracy may dull the
intellect and take away initiative, yet it does not necessarily mean
a lack of appreciation of useful suggestions and friendly, well-
meant advice. Experience proves that the peasant, though illiterate,
is responsive, and is capable of adopting improved methods if he
is properly instructed in their use and is convinced of their
superiority. It is not surprising that, under the present circum-
stances, his is a reckless life. Planned production and orderly
distribution are ideas foreign to him. He and his family are
generally half-fed, poorly clothed, and badly housed. He lives in
perennial poverty and indebtedness; but if a social, religious, or
domestic ceremony has to be performed, he must spend, or the
society would look down upon him, or might even ostracize him.
It is regarded a duty to spend on such occasions: beg, borrow, or
steal, spend he must. If he has saved some money, it would be
spent without a thought being bestowed upon the future. Even

v Census Report, 1931, vol. i, p. 324.
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if he is without the means to spend, he never thinks of dropping
the celebrations, but borrows to entertain others. This increases
his already swelling debts, and more and more of his income has
to be earmarked to meet the debt charges, leaving an ever-
decreasing amount for the faintenance of an ever-increasing
family. Not a dog’s chance is left to him to pull through. Regarding
himself as doomed, he resigns himself to his fate, saying, “Thy
will be done.”

The most important and urgent problem in Indian economics
seeking solution to-day is that of RURAL POVERTY AND INDEBTED-
NESS. The census places the number of agriculturists in constant
debt at about 70 per cent. A peasant once in debt is always in
debt. The debt is passed on from one generation to another, with
additions on behalf of each generation, and without any prospect
of being redeemed. It has been said that one must buy one’s
finance cheap and sell one’s produce dear to make one’s industry
profitable; but the Indian cultivator buys his finance dear and
sells his produce cheap, with the consequence that he is imposed
on at both the ends with scarcely any hope of bettering his position.
According to the Indian Central Banking Enquiry Committee,
1929-31, the average income of an agriculturist in British India
does not work out at a higher figure than Rs. 42 a year.! The
present position of rural credit is deplorable. Moneylenders still
exploit the peasants, generally charging very high and quite often
usurious rates of interest.? The Usurious Loans Act exists, but
the Royal Commission on Agriculture in India, 1926-28, has
declared that it “is practically a dead letter in all provinces.”?
Usury is nothing new, and is not peculiar to India. It has existed
in all nations and at all times. It has always been denounced, but
never annihilated. Credit is very necessary for all kinds of under-
takings. It is as necessary for agriculture as for business: hence
debt is unavoidable. There is no ground for complaint so long as
the agricultural debt is productive, and the rates of interest are

! Vide Report, vol. i, part i, p. 39.
2 Cf. L. C. Jain, Indigenous Banking in India, p. 110.

3 Report, p. 438.
’ €<y UNIVERSITY LIBRARY
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not usurious. No exception can be taken to legitimate borrowing
and lending; but these have disappeared from India since long
time past.

The various estimates undoubtedly prove that India’s rural
indebtedness is staggering. Many a ryot has lost his land and
possessions and sunk into the position of a landless labourer and
tenant: debt legislation has been passed in some provinces. That
the problem needs immediate attention cannot be denied by
anyone. Though indebtedness of the agricultural population has
been there from old times, it has risen considerably during the
last century, and more especially during the last fifty years.! The
Indian Central Banking Enquiry Committee, to turn to it again,
estimated the total rural indebtedness of India at about Rs. goo
crores,? and in their own words that was a very rough estimate.
On account of a number of reasons brought out in his Minority
Report of the same body, Mr. Manu Subedar differed from the
majority.> Hence this figure should be treated with a great deal
of caution.? It is beyond the power of the individual peasant to

1 “Jt is more than probable that the total rural debt has increased in the
present century; whether the proportion it bears to the growing assets
of the people has remained at the same level, and whether it is a heavier
or lighter burden on the more prosperous cultivator than of old, are
questions to which the evidence we have received does not provide an
answer.”’—Report of Agriculture Commission, p. 441.

2 Report, vol. i, part i, pp. 55, 56.

3 Vide Report, vol. i, part ii, pp. 31-35.

4 As a matter of fact, Professor P. J. Thomas is of the opinion that
““. . . the general price-level never seems to have fallen so rapidly and
drastically as between 1929 and 1932. The result is that all debts have
increased in quantity as well as in burden. Since 1930, borrowings have
been fewer, but the bulk of the older debt remains unpaid. . . . Interest
payment has slackened everywhere, and according to all accounts,
hardly 20 per cent of the interest due annually must have been paid in
the last three years. Calculating on this basis, the total agricultural debt
of British India must have increased from Rs.9oo crores to about
Rs. 1,200 crores. . . . With nearly a 50 per cent fall in the prices of our
staple products, the real burden of debt has more than doubled since
1929. The nominal burden of a debt of Rs. 100 raised in 1929 is still
Rs. 100 and, if no interest has been paid, Rs. 148, but the real burden
is about Rs. 150 and with interest about Rs. 222. If the total debt of
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tackle indebtedness single-handed. The crushing burden embitters
the life of successive generations. It is not a matter for surprise
that the peasant adopts no effective measures to improve upon
this state of affairs, and takes up a fatalistic attitude towards life
and all that it holds for him.

Turning to the production side, we find that cultivation at its
best is distinctly good, but the average is poor, and in the greater
part of the country there is plenty of room for improvement. A
number of economic factors tend to keep down the standard of
cultivation. (a) The IMPLEMENTS used are primitive in character
and ineffective in use. They are not many in number, and involve
waste. They are generally made of wood, the ploughs being usually
tipped with iron points. The indigenous plough serves the purpose
of plough, harrow, and cultivator, and is combined with the
levelling beam. Throughout the country, particularly in Northern
India, the plough and levelling beam are the only implements
possessed by the ordinary agriculturist. Hand implements consist
of various sizes of hoes, the best known being the kodal (a sort of
spade) and khurp: (a small hand hoe). Of harvesting machinery
there is none, the function being performed by a sickle. Grain is
separated either by treading out with oxen or beating out by
hand, and winnowing is done by the agency of wind. (b)) Bap
VARIETIES OF SEED lead to a constant deterioration of quality. The
average agriculturist’s stock of seed disappears by the next sowing
season through its being sold or consumed by the family. When
time for sowing comes he invariably borrows grain from the local
bania (grain-dealer) at a high rate of interest—even 5o per cent
sometimes—or buys it from the latter. Such seed is mostly a
mixture of different qualities and grades, if it is not actually
adulterated with other grain, and is consequently of a poor
standard. (¢) The MANURE most common in India is the farmyard
manure. But even all the available quantity of dung is not utilized

British India in 1929 was Rs. 9oo crores, and if no repayment of principal
was made in the meantime, the real burden of that debt must now amount
to about Rs. 1,800 crores, and if all interest is in arrears, Rs. 2,200 crores.”
—The Problem of Rural Indebtedness, 1934.
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for that purpose, as the greater part is burnt up as fuel by the
majority of the rural population. Hence the supply of organic
matter to Indian soils is deficient. Often richer and even artificial
manure is essential for money crops like wheat, cotton, sugar-
cane, and oil-seeds. Fertilizers—viz. oil-cake, fish-bone meal,
flour phosphates, nitrates, green manure, etc.—should frequently
be used in order to obtain better yields. The Indian peasant,
however, knows nothing about these.

The various Provincial Agriculture Departments are carrying
on efforts to introduce improved implements, seeds, and manures.
Demonstrations are held occasionally in rural areas to popularize
advanced methods of cultivation. Farms have been opened in a
few places, and education is being imparted in the Agricultural
Schools and Colleges; but these schemes have hardly passed an
experimental stage. They are so few in number, isolated in some
cases, and starved of funds that very little attention has been attracted
by them. They have not yet touched the fringe of the problem.
In view of the illiteracy and poverty of the country, it would not
be an easy task for the officials to achieve a rapid progress. And it
is not expected of them to stage a spectacular success: let the pace
be slow, but first of all some headway should be made. Age-old
and generations-old customs and habits have to be broken through
—they take long to die. It would necessarily take time to bring
about marked improvements which can only result from a country-
wide drive in real earnest and a gigantic push on a national basis.
The following figures throw some light on the agricultural con-
ditions of the East and the West. The value of the equipment per
farm labourer in the United States, in 1925, was $2,000, as com-
pared with $36 in 1870;' whilst the maximum cost of equip-
ment (implements) in the Punjab village in 1926 was Rs. 23-4
only.? Yet the Punjab is the most advanced province in matters
agricultural.

(d) LivesTock is very poor. Low vitality and high mortality
among the cattle are further weaknesses in Indian agriculture. The

1 Agricultural Crisis, p. 17.
2 Gajju Chak, Punjab Village Survey, No. 6, 1934, p. 193.
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spread of cultivation has diminished the number of grazing-
grounds, and insufficient fodder crops are raised. Many of the
cattle are small, ill-fed, and inefficient: they are ill-bred and ill-
kept as well, thus reducing their resisting power and making them
an easy prey to many diseases and epidemics. Practically all
cultivation is done by bullocks, and the capacity of these as draught
animals varies from one district to another, and also depends on
the cultivator’s individual circumstances. His implements being
few, bullocks form by far the most important item of his movable
property. At present, breeding is not controlled at all. The result is
to be seen in the hybrid progeny which is no good for specialized
work. No distinction is made between dairy and draught animals,
nor between those suitable for light work and others meant for
heavy work. Some attempt has been made by the Government to
improve the stock by billeting bulls at different places, but it
represents a few solitary efforts, and is still on a very small scale.
The present Governor-General, Lord Linlithgow, is taking keen
interest in this reform; and some improvement may consequently
be expected. The Veterinary Department is entrusted with the
task of looking after the health of cattle, but on account of poor
funds the dispensaries and hospitals have been established at such
great distances that they are hardly useful at all. Half-hearted
measures cannot be expected to bear any fruit.

(¢) With the agricultural holdings excessively SUBDIVIDED and
SCATTERED the farmer, in spite of his best endeavours, finds it
impossible to make his agriculture profitable. The extent of an
average h