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PREFACE 

I.and taxation has been very important as a revenue producer in the 

State of Punjab (India) and is likely to remain an important fiscal 

ingredient in the economic develop111ent of the State. Despite large 

dependence on it, no systematic study has been carried out to investigate 

its impact on the agricultural sector. This study is an attempt to fill 

this gap. 

The study was carried out mostly with the material borrowed from 

various libraries through the library of Oklahoma State University. For 

this, the author is thankful to all these libraries for their assistance. 

Acknowledgment of gratitude is made to Dr. Rudolph W. Trenton for 

supervising this study and providing guidance and valuable suggestions. 

The author also expresses his gratitude to Dr. E. J. R. Booth for his 

valuable advice regarding the use of multiple correlation technique. 

The author's gratitude is also due to Dr. Julian H. Bradshar, Dr. J. Klo~ 

Dr. Richard H. Leftwich, Dr. Richard W. Poole, Dr. Ansel M. Sharp and 

Dr. Carl E. Marshall for r$9.ding the draft of this study. Finally the 

author thanks Mrs. John H. Lindauer and Dr. Max A. Nemmer for proof­

reading the final draft, Miss Phyllis Summerville for typing this study 

in final form, and his wife, Gian Kaur, for her indirect help. 
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INTRODUCTION 

Economic development has long been a popular issue with economists 

and sociologists all over the world. It is a particularly pressing goal 

for countries where development has lagged and where per capita income 

still remains below $100 a year. The causes of underdevelopment are 

properly listed in every textbook on the subject. No such list can be 

fully comprehensive because no primary cause can be singled out. The 

economic behavior of the people in any nation is the result. of many and 

often contradictory influences which have shaped the past and will 

determine their future. 

An efficient and well=structured system of taxation is one of many 

prerequisites on the path of developmento Even at a glance at the 

historical evidence, we notice that the underdeveloped country is also 

typically anchored to the taxation of land.. The most obvious reason for 

this connection is the fact that only the farmers can provide whatever 

revenue the state must collect. There seems to be no other practical 

alternative9 Ex:cise taxation and stamp taxes of various types usually 

come into play as supplementary sources of revenue, but these taxes 

require already some degree of prior development in order to become 

significant sources of st..ate revenue. 

Why is it then that the land tax has had a retarding influence or, 

development in some countries while it does not seem to have interfered 

unduly with the progress of others? The current literature does not 

provide a clear=cut answer to the question, and the present study is 

1 
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designed to investigate some possibly significan.t features.whi.chmay 

shed light on the causal relationship between land ~ation and economic 

developm.ento 

We have selecte:3. the Punjab as the area of. -stu;iy, for . the operation 

of the larrl. taxo This area. is a,. part of' · the Indian subcontinent. which 

has had experience with land taxation for over 100..years ... While..d.o,cu­

mentation over a long period of history is alwq,s spotty .and.. the da.ta 

frequently raise considerable doubts concerning their reliability, we 

have sufficient information to illustrate empiri.ca.lly some. points .. wbich 

might help to clarify eoonomic issueso · Data coverin.g .. all. ... of India, of 

course, are more readily available.. The sheer size of this area., __ 

however, is so large that few generalizations are appropriate., ... Contr.a.­

dictory trends in different parts of the same country will invariab.Jar 

cancel each other, and most statements are likely not to apply. to .some 

large sectiono The Punjab is only one of these regions, one· particu­

larly important for its wheat production and for. a. f-ertilicy. of. the soil 

which oow.d be made tc» pr©duce large harvests if capital in the fonn of 

irrigation facilities wrud be applied on a sufficientq 1m-ge scale. 

Since such application has not been forthcoming, an investigation of the 

retarding influence of the land tax in this a!"ea appears to be quite 

appropriate., 

The basic concept of land taxation seems on the surface to be 

useful for an undeveloped farm country since such taxatio~ is conceptu­

ally limited to reducing economic rent without any increase in cost or 

in price to the oonsum.er,, If this concept could have been adhered to in 

the application~ we should expect a much better performance of the 

economic system of the Punjab over the past century,, 



We shall show that in practice the land tax prov-e:i to be too 

difficult to assess scientifically and that it gave way to some 

empirical arrangements c:i"·udely designed to collect as much as possible 

from a recalcitrant peasantry a The result of this breakdown of scien= 

tific taxation led to a system which encouraged land=owning capitalists 

to lend money at high rates of interest to small landholders instead of 

using their capital to improve irrigation and land useo We shall show 

also that as a consequence of the snowballing impact of money-lending, 

the land holdings of a few became so large that their owners were 

wealthy enough without any concern for the productivity of their land. 

Incentives for land improvements became too small to compete sue~ 

cessfully with easier and more profitable ways of using their money. 

In the following chapters we shall first introduce the read.er 

briefly to the economic and historical conditions of the area described 

as the Punjab fran pre=B:rdtish days to the presento We shall anazyie 

thereafter the impact of the land tax under conditions of pure rent and 

show how such a system could have been constructedo It will be seen 

that this theoretical concept could Mt. have ~"tl>anslateq ,"' /. (' 

successfully into practice under the conditions prevailing in the area 

at that timeo We shall then analyze the alternatives introduced by 

various assessment methodso We shall investigate the impact of various 

assessment :methods intended to raise the cash required by the stateo 

Assessments shall be oompared cm both a net revenue and a gross revenue 

basis; both systems have been claimed to be a base of actual 

assessmentso In practice they have been too difficult to apply in many 

cases and have given way to a. prl:mi tive system of letting the assessor 

determine how mucli tax he might be able to squeeze out from each 
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taxpayero We shall see that such a crude and wholly unscientific method 

not only was found to lead to abuse but introduced in fact the money= 

lender as a maj©lr factor in the rural scene where more and more small 

landowners became his preyo Once the land under the impact of taxes a.nd 

interest charges became the target of nonproductive financiers, the 

incentive for development of agricult'Ql"e as a prerequisite of develop­

ment in all other sec:to:rs of business was eliminatedo While the dismal 

result cannot all be attributed to this one source of ndsuse of econondc 

principles 9 its Cl(j)ntributory effect should not be unde:resti:matedo 



CHAPTER I 

THE PUNJAB AND ITS HISTORY 

In order to provide an ana:cytical background for the subsequent 

chapters, significant characteristics of the Punjab are described below. 

Geography 

The Punjab between the years 1849=1947 was an area of 99,200 square 

miles, 1 roughly comparable in size to the state of Wyoming" A roughly 

triangular plain bounded by mountains on the west and northeast and a 

desert on the south, the province may be divided into three regions: 

the hill region lying amid the foothills of the Himalayas and the upper 

reaches of the Siwaliks, the submountain region at the foot of the 

Siwalik hills, and the plains region,.2 The name itself is derived from 

The Persian words pan.j, meaning five, and ab, :meaning water;3 it is 

descriptive of one of the three great river systems of northern India 

the Jhelum, Chenab, Ravi, Bias and Sutlej Rivers whose valley plains 

lGulshan Rai, Agricultural Statistics of the Pun.jab 1901 .. 02 ~ 
1935=36 (Lahore, 1~:,1), po 4o The N. W., F., province separated from 
Punjab in 1901 is excluded., 

2Mo s .. Randhawa and Prem Nath, Farmers of India, I (New Delhi, 
1959), p .. 260 

3Hugh Kennedy Trevaslds 9 The ~ of the Five Rivers (Oxford, 
1928)!,I po 8., 

5 
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make up the central Punjab. . Rising in the heights of the Himalayas to 

the northeast, these rivers swell with melting snow in the late spring 

and rush down through the plains in a southwesterly dir.ection.. Many 

times they leave their old beds to cut new channels, at the same time 

destroying miles of cultivated fields.,4 During April and May, these 

rivers are torrents of.ten miles wide, while during the dry seasol)., they 

are shallow and sluggish .. 5 

The geography of the Punjal;> as well as the cultural composition of 

the region and its population was drastically affected in 1947 when the 

province was partitioned between India and Pakistan., 61, 711 square 

miles of the original 99,200 went to Pakistan along with 15.,72 million 

of.the 28.42 million people 0 6 This partition of the Punjab is shown in 

the map on page .dgh.t ... 

Climate 

Generally, the climate of much of the Punjab is similar to that of 

the southwestern desert areas of the United States.. In the winter, 

temperatures are temperate, with rainfall averaging about three inches; 

the summers are very hot, with only small relief coming in the .form of 

violent dust or thunc:lerstorms often accompanied by destructive hail.. An 

average of thirteen inches of rainfall, the majority of that received 

4t., Dudley Stamp, ~, Ji Regional and Economic Geograph.y (London, 
1950), PP• 286=287 .. 

5Ibid.,, p .. 2870 

6Ko C .. Ghosh, Economic Resources g!_ India !.!19:. Pakistan (Revi-sed 
:Edition, Calcutta, 19.56 ), p .. 14., Figures derived by subtraction from 
total figures for the combined Punjab for 1941 .. 
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for the entire year, comes during the monsoon seasono7-. Nevertheless, 

there is considerable vari-ety of climate and rainfall within the 

province, and the Punjab plains may be divided into three subareas on 

the basis of the differences: the northeastern or north central plain, 

lying along the foot of the mountains and having an average annual 

rainfall of between 20 and 30 inches; the southwestern plain, · having. "an 

average annual rainfall of between 5 and · 10 inches; and the southeastern 

plain, having an average annual rainfall of between 20 to 30 inches .. but 

varying most extensive4'" from year to yearo8 From December to March, 

heavy storms move down over the plains of the Punjab, providing .a ... gr.eat 

deal of the rainfall of the northern plains areao A dry season follows 

the rains brought by these storms and lasts until the fil'st of July/· 

when the southwest monsoon brings heavy qownpours of rain which continue 

intermittentzy until the middle of Septembero These monsoon rains 

provide much of the rainfall of the southeastern part of the Punjab 

plain.9 

The People 

Although there is great divel"sity in the physical conditions, 

racial characteristics, customs, living habits, and spoken dialects 

found in the Punjab, there is a cultural unity among th .. e people. brought 

about by the general livelihood of agriculture and by the tradition of 

village lifeolO The nature of the construction of the villages depends 

7Trevaslds, ppo 3=4. 

8sta.mp, p:po 28800289., 

9Ibid., pp., 194-+95. 

10aandhawa and Nath, p .. 29., 
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upon their regional location, but the existence of the villages and 

their relation to the agrarian way of ]j_fe had resulted in only thirteen 

per cent of people living in towns of more than 5,000 inhabitants by 

1941, with the balance of the population ]j_ving in the rural areas.,11 

The population density in 1941 was 286 people per square mileol2 

Probably the greatest social force in the lives of the people of 

the Punjab is religion, because it affects their way of dress and their 

eating habits, as well as their attitudes. In 1941, prior to the 1947 

partition when the predominantly Moslem sections of the population were 

attached to Pakistan, 16.2 million of the people were Moslems, 7e6 

million were Hindus, 308 million were Sikhs, and 08 million were 

othersel3 Hinduism is the major reD.gion of India, and there have 

always been more Hindus than Sikhs in the Punjab. Nevertheless, the 

province is the great' center of Sikhism, and about three=fourths of the 

Sikhs ::l\Ji Indi& liw@ in the Punjab.14 Despite their religious diversity, 

o o • the whole rural population of the Punjab ••• may be 
regarded, for all administrative purposes, as one people. 
They are untainted with religious animosities. They 
live side by side as peaceful cultivators, •••• 15 

The cul ti vatoI'3 ha've acted like economic men: they have responded to 

11 Stai.ilp, Po 2930 

1 =12 Gul~han "'Rai~ ~ll'tflt;ural etatistics of the Punjab 1940=4-l to 
19~3 44 (Lahor~, 1945), po 230 

1-::t 
---'Dial Das, 

1943 ), Pe 20 
Vital Statistics of the Punjab 1901 ~ 1940 (Lahore, 

14stamp9 p. 243,, 

15so So Thorburn, Musalm.ans and Moneylenders~ the Punjab 
(F.dinburgh, 1866), po 140 
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economic incentivesol6 Their responses have occurred despite the preva-

lence of high levels of illiteracy; the rural section of the region is 

characterized by the almost complete lack of educational facilities for 

the masses of the peopleo 

The EconQiey" 

A large proportion of the Punjab population obtains its subsistence 

from the land; agriculture has always been the only major industry.17 

Though the situation has changed considerably in the last one hundred 

years j the Punjab region's agriculture has traditionally been almost 

entirely in the hands of peasant proprietorso A substantial portion of 

the land of the Punjab is still farmed in this way, though the amount of 

land owned by absentee landlords and farmed by tenants has st~dily 

increased. since 1849 o 18 

While the majority of the people of the Punjab have always gained 

their subsistence directly from the land, the agricultural orientation 

affects almost every other important economic factor. For example, 

cotton mills are the most important industries of two of the three 

16several studies have demonstrated the willingness of the popu­
lation to act so as to maximize their incomes. For example, one author 
found significant acreage responses to changes in the relative prices of 
agricultural commodities in his study of the Punjab area now belonging 
to Pakistan: Walter Po Falcon, "Farmer Response to Price in a 
Subsistence Econoiey": The Case $,tudy of West Pakistan," American 
Economic Review, LIV (May, 1964.1~ p. 5900 Another study found signifi­
cant acreage fluctuations relat~d to the absolute and relative prices of 
cotton: Rai Krishna, 11Farm. Supply Response in the Punjab (India -­
Pakistan), A Study of Cotton" (unpubo Pho Do dissertation, University of 
Chicago, 1961), ppo 76=8lo 

17Randhawa and Nath, po 25$ 

18see p~ 980 



largest cities, 4'allpur and Ludhiana. The third city, Lahore, is an 

important railway center with thousands of people employed in the 

transportation of agriculture products.19 

Handloom weaving is second to agriculture in the number of people 

it employso20 There are no other relatively important sources of do-

mastic employment; however, a large segment of the male population has 

11 

traditionally found employment in military service. The Punjab provided 

the Indian army with almost half of its entire recruitment during the 

Firit Wo~l.d War, 21 and roughly 62 per cent of the total combatant troops 

thereafter o 22 

The lack of data on industrial, commercial and military incomes 

makes it impossible to compute accurately the Punjab's per capita income 

for the period covered by the present study. An estimate for 19.51, 

however, following partition, indicates that the per capita income for 

the Indian section was $66023 

Agricultural Characteristics 

Many- of the farmers must depend upon irrigation for the successful 

growing of crops because of the variable rainfall and erratic courses of 

the rlverso Of all the cultivated land of the province in 1942, .51 per 

19stampj) Po 293. 

20rbido 

2lco H. Philips, The Evolution of India and Pakistan (London, 
1962), Po 5260 

22Ibido, Po .5330 

23Economic and Statistical Advisor, Government of Punjab (India) 
~ Income of Punjab 1952=51. 12, 56=57, (Chandigarh, 1962), p. 8. 



cent er thirteen million acres were irrigated by means of a network of 

canals stretching across the land and by wells and tanks.24 

12 

There are two main harvests in the Punjab, one in the spring and 

one in the fall, with the spring crops being sown in October -- November 

and harvested from the middle of March to the middle of May, and the 

autumn crops being sown from June to August and harvested from early 

September to late Decembero25 Bullocks are usually used for the plough­

ing, though in areas having sandy soil, camels are used.26 Since soil 

and climatic conditions vary throughout the province, farm;ingmethods 

vary also depending upon whether irrigation is practiced and upon the 

nature of the crops being growno 

The major crop of the Punjab has always been wheat, which in 1942 

occupied 28 per cent of the whole cultivated area.27 Millet, which is 

often planted on the same land as the wheat after the spring harvest and 

reaped in the autumn, is another very important crop because it can grow 

where lack of water prohibits the growing of. wheat. Fifteen per cent of 

the acreage is used to grow fodder to sustain the large numbers of 

cattle used for the ploughing; these animals would otherwise be unable 

to survive because of the lack; of natural vegetation in such a dry. 

regiono28 The state is the second largest wheat and grain producing. 

area in the Indian Union, third largest for barley and maize, and fourth 

24stamp, P• 289. 

25Randhawa and Nath, p. 44. 

Z6Ibido, po 460 

27stamp, pp. 291=292. 

28rbido 



for sugar cane and milleto29 Cotton is the most important non .... food 

crop, with eight per cent of the cultivatable land planted in it and 

most of the American cotton of India is being grown on the Punjab's 

irrigated landso30 

The Government 

The people of the Punjab have been administered by a variety of 

governments through the centuries; 31 but the framework of the present 

13 

system was inaugurated in the sixteenth century under the Mogul rule and 

maintained by the subsequent governments of the Sikhs, the East India 

Company, and the British Crowno 

The foundation of the Mogul administrative system lay in 
the division of its territories into provinces, which were ••• 
~vided into slbidivisions ••• In areas where communi­
cations were difficult a. further am-division was sometimes madeo 
Over each of these areas an officer was appointed who in. aqrli tion 
to the primary administrative functions was responsible for 
seeing that the E)nperor' s orders were carried into eff ecto'..32 ... 

The Moguls established a service of state officials, graded according to 

a "quasi-military rank, n'..33 very similar to the ai vil servants :who .n,ave 

handled the administration of the province ever sincee In the rural 

area.st tne maintenance of law and order was entrusted. to the tax .. 

adm:inist;aticm. officers )4 The administration by subsequent governments 

29aarrlhawa and Nath, p .. 37 .. 

30st~p, po 2920 

3lsee: Chapter II .. 

32Tr;vaskis, ppo 115=116 .. 

33Ibido, Po 116 .. 

34see Chapter rn 
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remained a "reproduction of the old Mogul systElll by which the executive 

and administrative functions of the central government were delegated 

through a hierarchy of subordinate officialso"35 This dividing of the 

province into divisions, the subsequent dividing of each division into 

districts, and the division of each district into tahsils continues to 

the present timeo36 

Governmental Objectives 

Throughout the history of the Punjab, the objectives of th.a various 

governments have depended largely on the conception of each of its 

responsibilities and purposes. The conception of government held by 

native governments prior to 1849 was derived. from the. early Hindu c.odes 

of "Dharma Sastra"o Basically, these codesdescribe.the.government•s 

objectives as being material and spiritual paternalism with nothing. 

outside its scope which would improve the ·Welfare .of the people,,37 The 

result was that government engaged in the construction of public works 

such as storehouses in which food was stored for the. poor and for use.in 

time of famine as well as in defense and territorial expansiono38 .. Taxes 

were looked upon as the source of items which would generally benefit 

the populace: "The taxes collected from the subjects must go back to 

them a thousa.ndf old .. .. ., 1139 These ideals were not attained by every 

35Trevaskis 9 p .. 219 .. 

J6Ibid .. , p .. 2200 

37p., J .. Thomas~ The Growths of Federal Finance 1u, India (london, 
1939 ), Po 5 .. 

38Go Be Malleson, The Rulers of India (Oxford, 1891), p .. 186. 

39Thomas, p .. 60 
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ruler at all times,40 but they remained the underlying philosophical 

basis for government and governmental policies. 

Native governments were replaced by one controlled by the :Ea.st 

India Company when it conquered the Punjab in 1849. Formed in 1600 for 

the purpose of engaging in commerce, the Company had already been .. 

governing a large part of India for almost 100 years through. its Govern-

ment of India. By that time its commercial activities were suspended, 

. and its revenues were primarily coming from taxes levied on India. The 

Company's net expenditures in the fiscal year 1857-1858 for all India 

are presented below in Table I-1. These data suggest that the Company-

operated government made sure of the maintE;inance o;f the Company's 

positionas administrator of the country. 

TABLE I-1 

PUBUC EXPENDITURF.s IN INDIA BY EAST INDIA COMPANY, 1857-18.58 

Item 

Defense 
Police, law, justice 
&lucation 
General Administration 

· Health 
Agriculture 
Civil works 

&Thomas, p. 9. 

Millions of 
Rupees& 

1 

167 
26 

2 
JO 
1 
0 

37 

hPer cent computed ;from column 1. 

40see Chapter II. 

Per cent of 
Totalb 

2 

63.5 
9.9 

.8 
11.4 

.4 
.., .. _ .. 
14.1. 
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The British government assUllled direct control of the government of 

India in 18580 A representative of the Crown, the governor-general, 

became the chief administrative officer. He was responsible to a member 

of the British cabinet, the Secretary of State for India.41 

The official British policy in 1858 was stated in these flowery 

terms: 

When, by the blessing of Providence, internal tranquility 
shall be restored, it is oun earnest desire to stimulate the 
peaceful industry of India, to promote works of public 
utility and improvement, and to administer its government 
for the benefit of all our subjects resident therein. 
In their prosperity will be our ~trength; in their contentment 
our security, and in their gra·c.itude our best reward. And 
may the God of all power grant to us, and to those in authority 
under us, strength to carry out these our wishes for the good 
of our people. 42 

Similar pronouncements regarding the obtaining of prosperity and 

security for the residents of India were stated as the guide to offi ci.al 

policy. Lord Curzon in 1905 expressed his views as Viceroy regarding 

the Indian peasant who represented a majority of the population in these 

terms: "He has been in the background of every policy for which I have 

been responsible, of every surplus of which I have assisted in the dis-

position ••• he should be the first and final objective of every 

viceroy's rega:i:•d ••• 1143 James Wilson, the Crown's first finance 

minister 9 said of the Crown es objectives: "Let cultivation be extended 

and improved ever so much, there is no fear of the want of a market. 1144 

41Thomas, p. 910 

42~hili 11 ). ps, po O 

43Ibid., P• 659. 

44rbid., p • .570 .. 
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The government policy of how this was to be accomplished appears to have 

emphasized non;inte?'ference by the government in the economic affairs of 

the populace: 

••• even in the 'TIIDrst conceivable emergency ~uch as faminei/ 
so long as trade is free to follow its normal course, we 
should do far more harm than good by attempting to interfere.45 

A more specific major economic objective of many of the policy-

makers than the welfare of the people, and one in line with the 

governmental policy on non-interference, was the development of India as 

a market for foreign goods and as a supplier of raw materials. Lamb 

feels this was attained 

• o • by the combination of an active state policy in the fields 
of transport, communication, and irrigation development with a 
passive state policy i~ the name of laissez faire with :respect 
to industrial development ••• Government passivity took two 
principal forms.: absence of government aid to industry, . and 
absence of any di:r~ct effort. to alter the caste basis of India• s 
social structure.Lio 

The following resolution of the House of Commons regarding cotton duties, 

July 10, 1877, would appear to support these contentions: 

Resolved, That, in the opinion of this House, the Duties 
now levied upon Cotton Manufactures imported into India, 
being protective in their nature, are contrary to sound · 
commercial policy, arrl ought to be repealed without dela' 
as soon as the financial condition of India will permit.~ 

45EKtract from ttResolution of the Government of India," No. 33, 
1897; quoted in B. M. Bhatia, Famines !!!, India (New York, 1963), P• 240. 

46Helen B. Lamb, "The •state" and Economic Development in India," 
Econ~ Gro:w:t1}: Brazil, India, Japan, Simon Kuznet, Wilbert E .. Moore, 

·$Jd--Jcsepb. Jo Spengler, eds. (Durham, North Carolina, 1935), PP• 478 .. 
479; See also George D. Bearce, British Attitude Towards India (OXford, 
1961), P• 60. . . 

47Philips, p. 600 .. 
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Thus, it appears that the Compa.ey and Crown governments relied on the 

doctrine of laissez faire to arrange for the "sound commeroial 

policies, 11 which would allow both for foreign manufactures to be sold in 

the country and an improvanent of the well-being of its population. 

Writers such as Trevaskis48 and Anstey49 have interpreted the actions of 

the Company and Crown governments similarly. An examination of the 

source of all India government revenues presented in Table II-5 lends. 

support to these views: taxes which might influence domestic production 

and international trade by directly raising costs, such as customs 

duties, sales taxes, and other excises, were virtually non.existent 

between 1849 and 1910. 

The actions of many govemm.ent officials have. suggested to several 

writers that other objectives may have existed. First, there- was. the. 

consolidation of the Empire. Gopal points out that Lord Iqtton, Viceroy 

from 1876 to 1881, could say that the appeasement of the Indian aris-

tocracy, even if it meant oppression of the peasantry, should be.the 

policy of India since the peasant would always follow his native chiefs: 

I am convinced that the fundamental poll ti cal mistake of 
able and experienced Indian officials is a belief that.we 
can hold India securely by what they call good government; 
that is to sa.y, by improving the conditions of the ry0t, 
strictly administering justice, spending immense sums on 
irrigation works, etc. Politically speaking, the Indian 
peasant is an inert massl' If it ever moves at all, i.t will 
move in obedience, not to its British benefactors, bu:t to 
its native chiefs and princes, however tyramµ.calthey. may 
be o ~ • To secure completely and efficiently. .utilize the Indian 
aristocracy is, I am convinced, the most important problem 

48Trevaskis, PP• 343-344.· 

49vera Anstey, "Economic Development," Modern India !:!E_ ~ West, 
Fil. L. So S., O'Malley, (London, 1941) po ~9. 
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now before us.50 

Second, the expansion of the Empire was als9 a. burden for all the 

membersa Smith notes that the Indian government was requirec!. to .pay the 

expenses of Indian troops used in wars outside of India.51 Fou:i:-teen 

wars or military "expeditions" took place between the advent of Crown 

rule and the South African War of 1902052 The Indian government.was 

even required to pay the expenses of British soldiers in Britain who 

were available for duty in India if needed.SJ 

The following table presents gross expenditures of the central and 

provincial governments of India decennially 1861-1931, plus 19JJ-J4.54 

Examination of the pattern of expenditures suggests that government 

expenditures conformed to government objectives, particularly those 

regarding laissez faire and the maintenance of the Empire; military and 

administrative expenses were relatively high, and there is nothing to 

indicate governmental attempts to.affect economic activity •. However, 

govemnaent subsidies appear to have been given to irrigation and rail-

road projectse Over a period of time there appears to have been 

increased emphasis on education, medicine, sanitation, and ... famine ... relief 

expenditures; there was also an apparent decline in the relative .. 

importance of defense and increased spending for certain forms of public 

works .. The apparent emphasis on economic non-interference and the 

SOR.am Gopal, British ~!!!,India (New York, 1963), Po 41 •. 

51william Roy Smith, Nationalism and Reform !!!, India (New Haven, 
1938), Po 182. 

52 ,, Ibido 

54For graphical presentation of these expenditures, seepage 21. 
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TABLE I-2 

GROSS EXPENDITURE OF THE GOVERNMENT IN INDIA (CENTRAL & PROVINCIAL) FROM THE FISCAL YEAR 1861-62 TO 
1933-34 (CLASSIFIED IN MILLIONS OF RUPEES)a 

1861- 1871- 1881- 1891- 1901- 1911- 1921- 1931- 1933-
Heads of ExEenditure 1862 1~2 1882 1892 1902 1912 1922 19J2 1934 

Defense 169.5 162.5 203.5 235.1 258.3 313.5 778.8 558.9 497.5 
Law and Order 

Law and Justice 19.0 29.1 32.3 37.4 43.9 57.4 78.0 81.8 77.8 
Police 21.5 22.2 25.5 36 7 40.4 69.0 128.4 134.4 129.1 

Total 40.5 51.3 57.8 76.1 84.J 126.4 206.4 216.2 206.9 
Civil Administration 59.9 71.1 84.0 94.8 110.9 143.5 260.4 290.9 264.9 
Debt Services 66.2 76.9 67.5 lOl.O 111.6 148.3 359.7 621.0 552.0 
Social 

Education 3.4 6 • .3 10.8 14.2 10.7 30.3 90.0 128.3 120.5 
Health 2.4 5.0 6.8 8.8 9.1 17.3 47.3 5~.2 54.8 
Famine Relief, etc. --- --- 15.7 12.7 13.3 15.0 13.4 3.0 .5 
Ecclesiastical 1.5 1.6 1.6 1.6 1. 7 1.9 3.0 3.0 2.9 

Total 7.3 12.9 34.9 37.3 34.8 64.5 153.7 192.5 178. 7 
Social Overheads 

Railways --- --- 105.2 157.4 79o9 81.6 90.3 18.6 17.4 
I:rrigation --- --- 13.2 18.4 21.3 29.9 62.4 43.6 49.7 
Others 61.2 58.8 85.7 106. 7 105.6 174.4 344.4 312.1 299.9 

Total 61.2 58.8 204.l 282.5 206.8 285.9 497.1 374.3 367.0 
Miscellaneous 36.5 52.6 69.0 59.9 88.4 101.3 135.3 133.4 176.4 

Total 441.1 486.1 720.8 886.7 895.1 1183.4 2391.4 2387 .2 2243.4 

80. Findlay Shirras, .Science of Public_Finance_ II, (3rd ed • ., London, 1936), pp. 1076-1077. 
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maintenance of a dominant political position has led Barbara Ward to 

hold that the main purpose of the Crown's administrators "was to give 

law and order, administer justice, secure the land revenue, and give the 

mass of people -- overwhelmingly in the countryside -- fair and 

consistent government. ,,55 

The overall result appears to have been a general lack of govern­

mental action designed to influence the level and character of economic 

activityo This policy of laissez faire existed until the advent of 

World War II. At that time governmental attempts were made to promote 

the industrialization of IndiaQ In 1945, the Crown government of India 

announced that it had "reached a $tage of their planning of industrial 

development when they consider it would be in the public interest to 

make an announcement of the conclusions reached by them on various 

aspects o:f policyo"56 Then they specified that the government would 

make plans to promote economic activity in the country. No comprehen­

sive plans were ever put into effect as the Crown government "Withdrew 

shortly thereafter, in 1947. 

Intergovernmental Relations: 1849-1947 

Prior to 1870, allgovernmental functions were carried out by the 

central government~ The Punjab Government acted as an administrative 

unito All revenues collected in the Punjab were sent directly to the 

central governmento In 1870, the state was assigned responsibility- for 

administering and determining the appropriate scale of spending on 

55Barbara Ward, India. !r!Q. the ~ (New York, 1961), po 126. 

56Phillips, p. 698. 
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jails, police, education, medical services, civic buildings and miscel­

laneous public improvements. It wa~ given any receipts which it might 

receive from the administration of these functions plus a lump sum grant 

from the central governmento All tax revenues collected in the state 

continued to go directly to the central government. The state, however, 

was given permission to levy a surcharge on the land tax if it did not 

have enough revenue. Any state deficits were met by short-term 

borrowing from the central government. In l878, the State was assigned 

additional duties of administering law and justice, famine relief, and 

local railways. It also received all receipts from these functions.57 

In 1882 the fixed grants were replaced by a sharing system under 

which the Punjab state government received a fixed proportion of all tax 

receipts collected in the Punjab from the land, forests, income, stamps, 

and excises. The state assumed the responsibility for collecting these 

taxeso The central government, however, continued to set the rates for 

the land tax. 

The sharing system was ended in 1921, and the state was given all 

the revenues collected within its borders from land, excise, stamps, 

forests and irrigation charges. The rates were also to be set by the 

state government.. The State w~s also allowed to go into debt on its own 

account. This relationship between central and provincial governments 

continued until August 15, 1947; at that time the Crown government 

withdrew, but it left behind institutions which continue to the present 

time. 

57see Page 4.2. 



CHAPTER II 

THE PUNJAB LAND TAXES 

Whether native or imposed by conquerors and whatever their basic 

purposes and aims, governments of the Punjab have needed revenue and 

have found in the agricultural sector their major tax revenue sourceo 

These governments have taxed the land, and the owners of the land have 

paid in one way or anothero 

Pre=l849 Land Taxes 

The traditional institutional guides of the Punjab, the laws of 

Manu, 1 require the farmer to render unto the state a share of his agri-

cultural productiono The laws specify that the State's share is to vary 

from one=sixth to one=twelfth, depending on the richness of the soil&2 

It is probable that the rulers of the area have exercised their 

traditional right to part of the produce of the land since time imme= 

morial when the laws were laid dovm. However, a search of the literature 

lManu is the "supposed author of a code known as laws of Manu, 
which is still the highest authority in Indian law courtso Its date 
is uncertain, but in its present metrical form it is post=Budhistic: 
F'unk and Wagnalls New Standard Dictionary of the English Language (New 
York, 1963, po 15090 . 

2'!'axation Enquiry Conmrl. ttee, Report £!!, the Indian Taxation Committee 
+924=.f.5 (Calcutta, 1926), po 400 

24 
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reveals that the first recorded systematic attempt to assess a land.tax 

in :J:ndia was made. by Sher Shah in the 1540• s. His taxes applied to all 

of India, including the Punjab. He had the land measured and averag.e .. 

production per unit of land aseertain,ed. He divided the land into .three 

classes according to its fertility. The total tax assessment of a 

region was based on intensive scrutiny on the average production in 

certain test areas from each fertility class of land. owned) In 1556, 

before Sher.Shah was able to complete his land taxrefoms, he was 

displaced- by the Mogul king, Akbar. - Akbar, however, adopted Sher Shah's 

tax eystem and developed it f u:r:·ther. 

~ Mogul Period. 

Uno.er Akbar, in the l.580•s, as conditions bees.me. mare settled, the 

land was surveyed and ql,'1;s~ified into five categories -a..coording to type 
···.:-;·,', 

and oondi tion of the soil to insure some. degree of aqua.li ty of -.payment 

in proportion to the productive qualities of the land. Estimated. yi-elds 

were fixed for eaoh\,_crop on each class of soil based ·on the a.vera.g.e 
. . I 

yield of the previous -ten yea.rs •. The State then cla.~ed one-third. cit:· 
4 . 

the estimated production. It was payable either in kind. or ca.sh. The 

'total levy on the agricultural production of' each area from ea.ch type-: 
.· . . 

of soil was then allotted to individual landowners on the.basis of the 

proportion of the a.rea•s total land in ea.oh type of soil which they 

owned.. The tax was not, however, just a rigid 1:iab,ility equal to some 

proportion of an estimate of long-run average production; it was also 
. . 

flexible: whe)l crops failed, taxes were reduced or remitted~ thereby 

J · Ma.lleson, p .. 18.5e 
4 ·-. ·. 

Kalildnkar Datta, R. c. Majumdar, and H. c. Raycha:udhuri, !!!, 
·· Adva.nged W,sto;a .Qi India (Iondon, 1948 ), p. 561 
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making the revenue system elastic,5 a practice that was to be stopped in 

1849.6 

To determine the money value of land produce for purposes of cash 

payment, statements of prices for the nineteen years preceding the 

current as5.essment were ascertained from the village headman, and an 

average price of each type of crop was computed. The long-run average 

pf agricultural yields per unit of land was then multiplied by the 
\\.. 

amount of land in each type of crop and the average price of the crop. 

-One"l'third of the result would be the cash tax payment required in each 

ar-,ea. 7 The estimates of total money ta.xes were assigned to individuals 
\·~~~-~- { 

b~~ed.-;;,, the ~roportion of the total area which they owned which had 

eaQh crop and each type of soil. The individual landowner would then 
'; :-. 

! I ·• \'. . 

--'"cli~pse between payment in kinQ. or this amount of cash payment. 
*-
:)r 
' For the purpose of revenue collection the country was divided into 

pr~vinces which again were divided into districts; each district 

/ in turn was composed of a num.ber of Paraganas,8 each ;being composed of 

:;;everal villages. 9 The tax collector was the head or"·-the tax adminis-

trati.on in each district; he ~s assisted by measurers, who prepared 

district and village crop statistics, and by QuanungoslO who kept 

5smith, p. 174. 

6Thorburn, p. 48. 

7Malleson, p. 187. 

8An administrative unit. 

9natta., Ma.jumdar, and Ra;y:ohaudhuri, p. 562. 

lOAn official superior to the village accountant. 
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records of revenue payable by the villages as well as a treasu;rer.11 In 

addition, eaeh village had its own accountant to keep revenue records, , 

and village headmen to recover the appropriate amount of taxes in ca.sh 

or kind from individuals and remit it to the treasurer.12 This system, 

set up along the traditional lines of village gover?ll11ent organization, 

remains virtually intact to this day. 

Akbar must have been dissatisfied with the results, for he tempo­

rarily tried a new system for the administration of the land revenue •• lJ 

The country was marked out in parcels, ea.eh to yield twenty .. :f'i ve 

thousand rupees of tax revenues. Ea.eh part-was entrusted to.a. collector 

called a. Korori. But this division of the land was arbitrary, and, . 

according to Malleson, caused eon:f'usion.14 After a.trial, this 

artificial division was abandoned and-the previous system :reintro. 

duced. 15 The Mogul Empire continued after Akbar's death in 1605, and .it 

retained his tax system intact until its demise at the end of the 

eighteenth centuryo 

Economic development under ~ Moguls' land.~· It appears that 

India. did develop eeono:mieally when a land tax was used to provide 

governllient revenue. During the early yea.rs of the Mogul »n,pir-e-, .· a 

llnatta, Ma.jumdar, and Rayeha.udhuri, po 56Zo 

lZrbid. 

l)Malleson, p. 187. 

14:rbid., p .. 188 

l5Ibido 



great part of the territories of India remained uncultivated.16 Akbar 

attributed this situation to the ta.;ices which lowered the return to 

cultivation.17 He examined those districts having excessive land avail­

able for cultivation and appointed honest and. intelligent officers 

possessing widel;y' discretionary powers to bring it into produotiono 

They offered tax concessions and advanced capital to the cultivators to 

induce them to bring the land into•produotionol8 This scheme was 

continueq.. successfully throughout the Mogul reign. According to .several 

authors, the result was that agricultural conditions impr,ev-1 And the 

Indian economy attained a high degree--of prosperity .. 19 Pyrard, a 

seventeenth=centu.ry Portugese writer who spent ten years visiting India, 

described agricultural conditions: 

In short, I find no country in all the Ea.st Indies Lindii/ 
more abundantly supplied w.i.th all things needful for fooii, 
with the riches of nature -and .art; and were--not the navi­
gation so dangerous, it would be the faires~0 most pleasant, 
fertile, and profitable in the whole worldo 

During the period of the Mogul Empire, and -with the use of the land 

tax developed by Akbar and retained by his followers, the Indian economy 

developed: 

Indian society of that period Lthe second half of the 
eighteenth eentUX'l]'wa.s far more highly developed than 

16Ibido, p.. 121 .. 

l7Ibid., 

18Ibid .. 

19Ibid .. , p .. 126, Vera Ans'tey, The Economic Development of India 
(4th ed., london, 1957), ppo 4=5; John Stra.chey, ~~of !!!, Empire 
(New York, 1962), po 120 

20Ao V,, Williams Jackson, ed" ~ History g! India, II (london, 1907), 
P• 289 .. 



the local American empires encounte:,.-ed by the Spaniards: 
indeeq., in some respects it was more rather than less developed 
than the contemporary European states with which it collided. 
It is true that India was rela.tive'.4r backward in certain 
respects 'Which turned out to be decisiveo On the other hand 
!ncli.an industrial and commercial techniques in, tor example, 
the production of' textiles and in some respects in banking 
and public finance, ·were ahead of Europe. In any case, and .. 
however we may evaluate the relative development of the two 
contemporary civilizations, the Indian and. the. European, when 
they collided in the sixteenth, seventeenth and eighteenth 
centuries, there was certainly no yawning gap between them, 

- such as existed in the American and Spanish eocamples.21 

Agricultural products were not only abundantly available for 4omestic 

consumption, but were also· exported to other countries-and used.to 

support rapidly growing urban populations engag,ed. in trade and D'!&nu­

facturing.22 Thus, not only did a prosperous agricultural sector. 

29 

develop, all the while subject to a land tax, but it helped the develop-

ment of other sectors of the economy. 

The contd.nuance of what may be called "Ea.stern Economics" 
is felt to be the more strange because ... the economic 
condition of India was rels.tively advanced, and Indian methods 
of production and of industrial and commercial organization 
could stand comparison with those in vogue in any other part 
of the world. 23 

The Pun.jab ~ ~ under ~ Sikhs 
. . 

The next changes in the tax system of the Punjab occurred when the 

Sikhs under Ranji t Singh overthrew the Mogul Empire at the end of. the 

eighteenth centu:ryo24 Under the Sikhs, the Punjab was divided into 59 

21.strachey, p. 12. 

22Percival Griffiths, ~British Impact on India (London, 1952), 
PP• ,61 ... 362~ and po 389e 

23Anstey, ~ Economic Development of India, PP• 4-5. 

2~iushwant Singh, ~ History of ~ Sikhs, I (Princeton, 1963), 
P• 202; Trevaskis, pp. l81-182e 
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tax collecting administrative units~ These units were administered 

either singly or in groups by government revenue administrators called 

jagirdars.2.5 Generally the State cla.imed from one .. third to two-fifths 

of the crops produced in a given area, thoUgh land with special 

advantages paid as much as OllE;)•half of the produce.26 This form of 

taxation differed from that of the Mogul in that it was based. on. actual 

production for the time period which the tax covered, not on a moving 

average of yields or prices. 

Government crop app:raisers estimated each area's yield per acre. and 

approximate acreage under each crop at the harvest time. Then some 

proportion of the estimated production was to "be paid in. taxes •.. F.aeh 

individual la.ndowner was required to contribute a share of the a:rea•s 

total assessm.ent for each crop proportionate to his share of the total.· 

land engaged in the cultivation of that crop. For the most part, owners 

cultivated thei;I" own land. The Sikh government discouraged the landlord.­

tenant relationship, and the returns to abs.entee landowners were small. 

Payment of the tax was in cash or kind, depending on the type of crop 

grown. 

Where ca.sh payment was required or a.ccepted as a.n altern-ative, the 

tu assessment of' the government was advanced .. a.t harvest time by some 

local contractors or by the village moneyleadors-who in turn were-paid. 

after the harvest by the cultivators according to their share of the 

25 Thorburn, Po 440 

2~eva.skis, p,, 1810 



total area in that form of cultivation.27 The relations between the 

peasant debtors and the~ lenders were strictly regulated through the 
, 

local executive officer 11:i.th the view of.' attaining agricultural 

eff.'ioiency under the Moguls and under the Sikhs who followed them: 
i 

Capital was required to :f'inance agriculture, and would 
· only be forthcoming if properly recompensed. Hence the 
debtor must be compelled to repay principal with interest ••• 
The moneylender was allowed to make as much profit as and 
no more than would induce him to continue to finance the 
peasant. For where the moneylender would not come forward, 
the State i tselt' had to step into the breach and advance 
loans to the agriculturist rather than allow him. to 
succumb entire1y.28 . 

In case of dispute between.the cultivator and the moneylender, private 

arbitration was resorted to. If matte~s could not be settled. ami.cab1y, 

both parties went to an appropriate administrator who adjudicated the 

dispute by examining the moneylender• s books and striking off any 

unreasonable interest as well as determining what cattle and other 

saleable goods the debtor omede In any case, the cultivator •s always 

left enough to carry on his agricultural operation.29 

Checks against oppressive taxation,., 

The land tax was heavy during the Sikh period because it was mostly 

a period of attempted territorial expansion. There were, however, 

certain checks which prevented the tax system from being too oppressive. 

First, the actions of the initial leader of the Sikhs, Ranjit Singh, 

prevented this. He ruled Punjab from 1799 to 1839, and as an adminis ... 

trator, he was extremely skillful in keeping his people under control. 

He made frequent tours through the region. During these tours he 

27Thorburn, p., 44 .. 

Z8Trevasl:ds, p. 309. 
29rbid.,, p.. 188 

·0 



listened to complaints from the people. Officials of areas where 

complaints were numerous were removed. At court also he would receive 

32 

individual appeals. His presence aoted as a cheek against any would-be 

rapacity of the distant governors.JO 

Ranjit Singh's concern for the welfare of the peasantry was 
always a very personal one. In a message to Lehna Singh 
Ma.jithia on th!, latter's assignment to oolleot the revenue, 
the Ma.haraja. LRa.nji t SingtJ wrote: 

0 Ta.k;e ea.re that all residents of the country are happy 
and in the cradle of comfort and ease ••• See that all the 
Z$21tindars /Jarmeri/ have prosperous houses and households ••• 
Realize the revenue with a sweet tongue" .31 

A second oheck was that the land was plentiful, and cultivators of 

it scarce.32 The scarcity of cultivators prevented oppression because 

if the cultivators were taxed too heavily, they could migrate to other 

areas. 

In case of sustaine:i oppression, the peasants could cheek 
the abuses of their rulers by simply getting up and moving 
from one realm to another. To most rulers the threat of 
such a flight was a very serious matter, since their IJ,a:i[ 
revenues depended on the extent to which their land was 
occupied.33 

Third, in periods of droughts both the cultivators and the Sikh 

government suffered since the cultivators' tax liability was corre111-

pondingly reduced )4 And fo~h, every village sent recruits to the 

Sikh army, and those men r~tted savings from their military pay to 

30Punjab Administration Report 1852, parao 28; cited in Ramesh 
Dutt, The Economic History ~ India (London, 1956 ), p. 83. 

3lsingh, p. 293 .. 

32Thorburn, p. 46. 

33naniel and Alice Thorner, La.nd !llii Labour ~ India (Bombay, 1962) 
·p. 109. 

34Thorburn, pe 12; Treva.skis, p. 188. 



their homes• MaJV' of' t.he villag,rs thus were able to pay part of their 

land tax f:rom military pq.35 

Increase g!, cultivated!!:!!. under~ Sikh~. 

Even though not a.11 the area. officials of the Punjab region were 

alike so far a.s administrative capabilities a.nd desire for the develop-

ment of the agricultural sectors were concerned, some far•sighted 

officials realized that more revenue could be obtained from a peasantry 

that was becoming ever more prosperous. Many attempts were ma.de to 

improve the productivity of the land. In one example, in a rainless 

district the governor offered positive incentives to encourage the 

sinking and repairing of wells; a person who constructed a number of 

wells and settled cultivators on the land irrigated by those wells was 

ex0I11pted from the p~ent of l.an::l taxes either on the whole area 

irrigated by one well or part of the area irrigated by. each well. 

Furthermore, the government taxation administrative m.a.chinery itsalf was 

well ... geared to accomplish agricultural developmente The Governor's 

subordinate officers were encouraged to introduce moneylenders wno. lent 

money to 'the cultivators for their seed and other agricultUPal needs and 

· stood surety for the repayment of the loan.36 As a result of these 

programs some hundreds of wells were sunk in his time as the people 

combined to dig new and restore the old cana1s)7 With this program, 

the Governor was able to remit over two million rupees annually to the 

Punjab Government besides making a small fortune for himself, and 

35The Secretary of State for India. in Counoil, ~ Imperj.a.l 
Gazetter ~ India, XX (Oxford, 1908~· p. 339. 

J6Trevaskis, P• 186. 

37Ibid .. 



developing the agricultural sector of the area under his adminis ... 

tration.38 

Similar experiences occurred. in.other districts. The result was 

that generally the entire Punjab region prospered under the Sikh rule. 

During that time, according to the ;fmperial Gazetteer of India, money 

circulat~ freely, manufactures and commodities were in brisk demand, 

and commerce flourished despite the burden of taxation.39 

34 

As Ranji t Singh• s grip over the administration of the Punjab lapi. 

taxes gr# weaker in the later days of his rule, the situation 

deteriorated. The land tax was raised, and there were numerous cases in 

which the level of taxes was set at the upper limit of the ability of · 
. . . ' 

the landowners to pay (determined by how IllUch they would pay-befor~ 

migrati~g to other areas) or at as high a rate as .would be possible 
. ' ' ·. . 

without causing an insurrection. It has been sug~ested. that, during 

these times, the collectors sometimes took as much as they could from 

the peasants and paid as little into the treasury as possible.40 

The Punjab Land Tax System: 1849-1947 

·The countey passed from Sikh control in 1849 when the.F.a.st India. 

Company's Government of India conquered the Punjab. The British Crown 

then took over the government in 18580 In order to attain their 

38 . Ibido, po 187 o 

39The Secretary of State for India in Council, p. 339. 

4f'I..... v·1·norburn' p O 44 0 
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objectives, these governments of India continued the earlier practices 

of taxing the land, although there were some modifications in the way in 

· which the tax was administered. The present form of the tax was 

developed during this period, the hundred years after 1849. 

The process by which the Punjab land tax. was levied was called the 

"settlement." Basical'.cy, certain administrators known as settlement ... 

officers detennined the total tax liability of.each district in the 

region and then proportional:cy assigned shares of the total. tax 

liab;ili ty to the landowners of the area on the basis of the a.mount .anti 
the productivity classification of the land owned •... The amount of pay .. 

ment due then remained a constant annual liability of the land until the 

next settlement, whether the land was used or not.41 

The i,ni tial land tax sett;Lement system used in the Punjab was 

supposed to be based on instructions set down in 1833 in Directions !Q!: 

Settlement Officers, by James Thomason.42 Written for neighboring 

states and made applicable to the Punjab, these iru,tial directions 

required that the government should not demand more than two-thirds of 

what it determined to be the "net revenue" of agricultural land. Net 

revenue meant the surplus which a farm would yield after deductions of 

its expenses of cultivation, including a normal return on capital a:rrl. 

the wages of labor .. Net revenue is als0 referred to in the literature 

as "net assets" 1 and as net produce. 43 The level of. taxation in each 

41Frank Noyce, "Land Revenue Administr~tion and Tenures in British 
India," Monthly Bulletin of Economic !!!!.. Social Science, XLVII (No ... 
vember, 1914), PP• 130-133. · ~ 

42B. H. Baden-Powell, The ~-Systems 2£ British India, II 
(Oxford, 1892), p. 533e 

43rt also meets the definition of economic rent in the Rioardian 
sense of the return to land.· 
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area required to yield two-thirds of an area'-s -annual :qet revenue .was 

ini tia.lly assumed to be one-third of the value of -each area's -_ gross 

agricultural production;44 no studies or descriptions were found- in the 

literature whieh presented the reasoning behind such an assumption or 

described how this figure was derived. 

Under the Directions !:.2.t. Settlement Officers, the settlement 

officers -- British nationals, initially on temporary 1-.ve from other 

admin;1.strative positions with the East India Company's government of 

India45 ... - were to make use of the "general considerations" method for 

determining the size of the present and future tax base of the land in 

each area; they were to examine the fiscal history of the district and 

then assign a total tax liability which they thought was fair for each 

area by considering its soil, climate, location, and past history of 

taxation and property. This total sum usually represented- the average 

of any known past collections, lowered or raised until the amount 

appeared to be both collectable and poll tically feasible. - .If", in· the'· " 

past, collections had been realized with difficulty, the assessments 

were to be lowered as being greater than one-third of the value of 

production. 

If ae;ricultural prices and thus the value of production had risen 

and the assessors thought that the existing taxes fell below the one­

third level, the area's total tax assessment was to be raised~ -'The 

~revaskis, p. 261 .. 

45Thorburn, po 46. 

46Trevaskis, P• 2600 



settlement officers. were cautioned in the Directions !2!:, Settlement 

Officers not to place sole reliance on the absolute amount of the net 

assets of the current or the past years as they would not afford an 

37 

accurate guide to net revenue for the years to come in view of increases 

expected from continual development in the agricultural sector which 

were anticipated as a result of law and order, peace and the presence 

of a government dedicated to laissez faire.47 

Once the area's total tax liability was determined, it was-then to 

be broken into sub.totals on the basis of the various types of land that 

the settlement officers observed in ea.ch area; the land was to be 

divided according to kinds of soil and according to whether the land-,was 

irrigated or unirriga.ted. The ditfe-rences in taxes -between types of 

land in each area were to be worked out according to what the settlement 

officer thought reasonableo In some cases, the results were actually 

tested against the crude produce estimates from experimental reapings 

of given acres .. 48 The total tax assessed against each. type of land in 

each area was then to be assigned to individual owners of ea.ch type of 

land.relative to the proportion of the area's land of each type which 

they owned; it was to be a constant annual charge req'1ired of landowners 

if they desired to retain possession of the land until the next 

settlement occurred.49 

47B. H. Baden-Powell, !, Short Account 2f. ~ Revenue and ~ 
Administration in British India {London, 1892), p. 9o .,..._ 

48Trevaskis, po 2610 

49J3aden-Powell, !, Short Account of ~ Revenue and Its Adminis­
tration !n, British India, po 164& 
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Initia~, the settlement procedures did not reach even to the 

' 
levels of sophistication described al;>ove,although the same percentage 

of estimated total area production was used. Basically, the settlement 

officers estimated the area's real ability to produce by examining the 

land and then app~ng the existing prices for agricultural production 

in the area in order to get an estimate -of the total value of the area's 

production., Despite the instructions in Directions for Settlement - . 

Officers, these methods were little affected by ea.ch area's past 

experiences because of the complete absence of data or settlement 

officers familiar with the areas. Once permanent parties of settlement 

officers were fanned, the settlement officers returned to areas every 

decade or so. Then again, they would resurvey and reclassify the land 

of the area,· examine the ar-ea.•s past records of prices and production, 

and establish new levels of taxes which were to apply in the years 

ahea.d.,50,51 

50J3aden-Powel1, ~ s;2;stem.s 2£. }aritish India, II, p. 577-• 

51Carrying on a tradition which had begun long before the British, 
arrival, the cost of tax administration at_ the village level was not 
reimbursed from the initial tax collections but was left to be met -from 
additional land taxes. Initially in 1854, a tax of three and five­
eights per cent of the land tax went to the village revenue accountant,s 
as remuneration for their services: James M .. Douie, Pun.jab Settlement 
Manual (5th ed.,, Lahore, 1960), pp. 49-500 Another tax of five per cent 
of the basic land tax went to the village headman;. he was responsible 
for collecting land taxes arrl remitting the amount to the treasury: 
Frank Noyce, "Land Revenue Administration and Tenures in British India", 
Month .. Bulletin 2!. Economic ~ Social Intelligence, XL1lll :xii 

December, 1914), pp. 92-930 Furthennore, throughout the period of 
time 1849 .. 1946, it was the usual practice to levy an additional tax of 
one per cent of the basic tax, which was to be used by the local 
government to maintain the roads. Educational and postal taxes at the 
rate of one per cent and one ... half per cent, respectively, were 
subsequently added in 18.55: Douie, Appendix I, p. ia 
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Organizational structure .2!~ Punjab~~ administrationo 

The special staff of settlement officers, assistant settlement officers 

and various subordinates moved from district to district assessing the 

land tax:, with their responsibilities and experiences confined to 

settlem.ent.52 The actual unit of ta;x: administration was the village, 

with an official "headman" called a La.mbardaro He was an hereditary 

officer, and among his duties was the collection of the land ta:x:eso53 

More important than the village headman in terms of the land tax system 

was the village accountant, the Patwari. His office was also usualzy 

hereditary; his main functions were to keep the village accounts of 

revenue payment as well as maintain the village land maps, field 

registers, and records of land rightso He also made inspections of the 

fields to obtain statistical information of crops, wells, cattle, and 

other particulars required from time to time.. Reporting unusual 

occurrences such as epidemics, cattle disease and damages done by hail 

or locusts also fell within the purview of his duty .,54 His direct 

superior in rank was the revenue inspector whose duty was to supervise 

the work of a number of such accountants and check their accountso55 

Three or more revenue inspectors formed a unit of administration 

52Frank Noyce, 0 La.nd Revenue Administration and Tenures in British 
India", po 920 

53Ibid., PPo 92=93o 

54rbid • 

.55Ibido, po 940 
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called a tahsil; it was under the charge of a ta.hsildaro The area of a 

tahsil usuall;)r varied from 400 to 600 squar-e mileso The tahsildar had. 

under him a number of accountants and treasury clerks for the purpose of 

receiving land revenue and sending it to the district treasuryo He also 

supervised revenue inspectors and performed extra duties like assessing 

other forms of taxeso56 

A number of tahsils made up a district which was headed by a deputy 

commissioner. This was usuall;)r the lowest administrative position held 

by British nationals. In some cases, Indians filled these positions. 

From this administrative level upward,. the proportion of Indians. 

involved decreased rapidlye The duties of the deputy commissioner were: 

Apa.rt from the duties immediately connected with the assessment 
and collection g_f land revenue and with the village establishments, 
the Collector fpeputy Commissione'!;/ is concerned with all 
matters affecting the co:nditions of the peasantry, he supervises 
the compilation of the periodical returns of produce and prices, 
he adjudicates in several provinces on rent and other disputes 
between landlord and tenant and he makes loans on behalf of the 
Government for agricultural purposeso The collector LDeputy 
Comrni.ssionei/ has also charge of the local administration of 
exise, income tax, stamp duty and other sources of revenue .and 
he is responsible for the ma.nag-ement of the district treasury 
into which the revenue and other public rece:i,nts are paid and 
from which all local disbursements are madeo.'.:>7 

In other words, his duties affected the taxation and well-being of the 

people., 

Usually five districts made up a division under the superintendence 

of a commissioner who reported on tax matters directfy to the Board of 

Revenue at the provincial government headquarterso Land tax assessment 

.56Ibido 

57Ibido, PPo 94=95 
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in the division was conducted under his supervision so that the indige-

nous settlement staffs were directed by this commissioner .. Above the 

Board of Revenue was the provincial government headed by a lieutenant 

governor or governor who received orders from the Viceroy, the chief 

executive of Indiao 

91;).anges ~~initial settlement procedures., In 1855 the original 

government demand of two-thirds of the net revenue of each area (or 

one-third the value of agricultural production) was found to be a larger 

proportion than could ordinarily be paid by proprietors,·and hence, 

under the Saharanpur Rules of 185.5, was supposedly reduced to .50 per 

cent of the average annual net income: 

The assets of an estate can seldom be minutely ascertained, 
but more certain information as to the average net assets 
can be obtained now than was formerly the case. This may lead 
to over..a.ssessment, for there is little doubt that two-thirds, 
or 66 per cent, is a larger proportion of the real average 
assets than can ordinarily be paid by proprietors or communities 
in a long course of yearse For this reason, the Government 
have (sic) determined so far to modify the rule laid down in 
paragraph 52 of the "Directions to Settlement Officers" as to 
lim:i t the demand of the State to .50 per cent, or one""ha.lf of 
the av~rage net assets. By this, it is not meant that the 
Jama Lassessmen:'sJ of each estate is to be fixed at one..,half 
of the net average assets, but that in tald.ng these assets 
'With other data into consideration, the Collector will bear 
in mind that a.bout one..,hali', an::1 not two-thirds as heretofore, 
of the well=ascertained net assets should be the Government 
demandQ.58 

The reduction was accomplished, when it was put into effect in 1864, six 

years after the East India Company's rule was replaced by that of the 

British Cro'Wn, by a proportionate reduction in the percentage of total 

value of area products which were to be takeno59 At the same time, how-

57Ibid&, PPo 94=95~ 

.58Douie, Appendix I, Poi& 

59Toid., p. 28. 

,, 
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ever, the settlement offieers- were warn~. again not to rlaste thei~ time 

in exactly ascertaining the value of production of land in area~ where 

taxes were being settled.60 In &llY' case, the net effect of this 1855 

rate adjustment was generally to reduce the tax on each plot oiti;,land. 

These assessments under the ''-general considerations" method . 

required no proof that the new State demand represented any certain per 

cent of thE;1 value of the area's -agricultural production. The first. real 

. effort to improve this process of taxatien was .effected by the Punjab 

Land Revenue Act, which was drawn -q.p in 1871.61 The Act required the 

tax administrator to establish some- form. of proof in support of the 

government tax demand as well as specified a detail-ad procedure for 

determining the value of each -area• s products and net annual revenue .and 

each individual landower•s tax liability.62 

The cultivated parts of each area.were divided into classes accord-

ing to the soil and nature of irrigationo An average yield per land':':'.':'·. 

unit was estimated for each crop on ~eh class of soil by means of crop 

experiments. This yield was multiplied by the average harvest prices 

' ')• ---------;i, 
60..... -ioido, Appendix I, Poi. 

61Also in 1871, the Punjab government was allowed to impose an 
additional surcharge a.mounting to six and one .. fourth per cent of the 
basic land tax to meet increased administrative financial needso This 
rate was increased to eight and one ... third-per cent in 1878 to make 
necessary provisions for the charity expenses brought about by the 
existence of widespread famine .. In 1883, this rate was set at twelve 
and one-half per cent. Also in 1883, the land tax surcharge to provide 
funds for the village tax officers. was raised to twelve and one-half 
per cent of t]ie basic land tax: Douie, pp. 49 ... 5'., 

62Trevaskis, p .. 263. 
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for the past 20 years and by the number of acres for each class of soil. 

The total of all classes gave the value of gross product, of which one­

sixth63 was the standard assessment under the specific assUlllption that 

this was equal to 50 per cent of the area• s net revenue. 64 Assessment 

per individual was then worked out according to the nature of the soil 

of his land and its size. 

The land taxes continued to be assessed according to tlq.s procedure 

until 1887 when a new policy was initiated and. used for a short period 

of time.65 Under this policy, more systematically maintained village. 

records and reports of field inspections by revenue officials and 

special officers were used to provide data on crops, occupants, and 

rents for the use of settlement officers. The data were muclt mre . 

extensive than those which had heretofore been available as they in-

eluded estimates of the average yields of the crops of both harvests at 

the time when they were ripened as well as constant inquiries into the 

level of agricultural prices. All these statistics were entered in the 

area's revenue records, and area tax· reassessments falling between 1887 

and 1893 were made on the basis of average area gross production values 

derived from these records rather than by the special assessment. staff 

of the government's settlement department.66 This policy lost favor in 

63First one-third was the standard assessment. Then it was one­
f ourth and finally one-sixth. No dates are available as to when these 
later fractions became the standard assessments. 

6~revaskis, p. 264 

65Ibid., P• 273. 

60Douie, PP• 42-45. 



1889 with the death of its chief proponent, Colonel Wace, when advocat.es 

of the older system again held the main adrrrl.ni$tt&ti:V&~,OSi.Uona.67 

The old system was revived in 1893 with one very significant mod­

ification related to the determination of area net revenue.68 The 

standard rate of assessment was reaffirmed not to exceed one-half of the 

value of the annual net assets. Annual net assets were again. defined as 

the average annual surplus which land yields after deduction of the 

expenses of cultivation. Now, however, instead of assuming the net 

revenue to be equal to some proportion of. the value of total production, 

the exact share to be taken was a question to be settled separatezy for 

each area under analysis appropriate to the circumstances of the case. 

If information about them was available, rents paid by t.enant culti ... 

vators who rented land from landowners were considered, after deducting 

any labor and capital costs of the landowner, a-s a near approximation of 

the net revenue of the land and were to be used as a measure in lieu of 

a constant per cent of the total value of area production. 

Basically, the rents paid on ea.ch type of land in a.given area were 

to be assumed to be representatives of the net revenues of'- all the farms 

in the area with that type of land. 69 Farms . comparable except in size 

were assumed to have a tenant-rent-genera.ting ability that differed as 

their size differed,, Since most tenant rents were paid in. kind, the 

determination of money values was a problemo Other problems involved 

67Trevaskis, p. 2?8. 

68 46 Douie, po .. o 

69Douie, Appendix I (D), pp. tv-v. 



assigning farms to appropriate categories and obtaining rental 

specimense 

45 

Due to diverse agricultural conditions, the settlement officers 

were to break up each area into more or less homoge~U, blocks, contain .. 

ing the farms which had a strong general likeness as regards the chief 

facto11s possibly affecting the level of potential net product in that 

area.o These blocks were to be based upon settlement officers• 

observations as well ,as a topographical survey ma.de by the Imperial 

Survey Department for this purpose and field surveys made by the village 

accountanto70 The Imperial Survey dealt with villages as a whole, 

mapping their boundari-es, and showing their main topo.graphical fea.tur.es, 

ioeo, roads, canals, and large bodies of watero It was used as the 

basis for the field surveys which contained particulars of the various 

agricultural fieldsg 

The money value of the rent given in kind was based on .av.era.ge 

prices of the paste The decision as to what level of prices was to be 

used depended on.the past experience of the area. Usually the history 

of prices during the whole term of the expiring settlement was traced to 

determine the rise or fall of.agricultural valueso7l The computation 

was based on the prices which the farmers obtained for their products as 

revealed by the books of the village shopkeepers, to whom the farmers 

sold their produce, as well as the official district government records 

70Ibid., pp. 161-162Q 

71Ibido, PPo 176-177. 



of monthly priceso Prices during periods of severe scarcity were 

excluded.72 

46 

When no representative rent experience could be located in a 

homogenous part of an area, the settlement officers. were to attempt to 

estimate an appropriate level of rents for an area using representative 

farms, estimating their production and its market value, and then 

deducting sums equal to the expenses of productiono Prices were 

determined in the same way that the value of rent paid in kind was 

derivedo Yields of the representative .farms were estimated by crop 

experiments, personal observations made by the settlement officers a.nd ... 

information gathered from trustworthy persons, by accounts of landowners 

where obtainable, and by yields assumed for similar tracts elsewhere. 73 

From this value of gross product, d-eductions were ma.de for whatever the 

settlement officers assumed the costs of production to be. Conceptual:"' 

ly, these would have included payments to artisans and. laborers :for 

their services, an estimate of the value of the landowner's family 

labor, seed, feed, tools, and other such items. The extent of these 

deductions was determined by the settlement officers o 74 The remainder 

represented an estimate of the rent which would be paid by a tenant, and 

the State continued to take 50 per cent of it until 19280 

Four changes were made in 1928: (1) the government reduced its 

tax demand from 50 per cent to 25 per cent of actual or estimated tenant 

72Ibido, ppQ 177-1780 

73Ibido, Po 179e 

74:rbid~ 



rents; (2) the duration of each settlement was extended to 40 years; 

(3) for the first time there was a specification of the expense items 

acceptable as deductions from the money value of the actual rents when 

they were paid by the landowners; and (4) proced,ures were specified by 

which cash rents were to be used as the basis for taxes.75 

The deductions included:76 

(1) Water rates. 

(2) Maintenance of means of irrigation 1 

(3) Maintenance of embankments J 

( 4) Supply of seeds :: 

(5) Supply of manure .J 

(6) Improved implements of husbandry, 
,r 

(7) Concessions with regard to fodder 

(8) Special abatements for fallow or bad harvests · 

(9) Costs of collection of rent. 

(10) Allowance for shortages in collection of rent. 

47 

(11) Interest charges payable in respect of ac;i'.'V'ances made in cash, 

free of interest, to tenants for the purpose of cultiva.tion,;­

(12) Wages or customary dues paid to artisans· or menials whose 

products or labor was utilized for the purpose of cultivation 

and harvesting> 

Cash rents paid by tenants were used as the basis for estimates of 

net revenue where cash rents existed on a suffioientlylarge scale and 

75Ibid .. , Appendix I (E), pf,. v..;xiii. 

76Ibide . 
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where revenue records correctly showed the various types of soils found 

on each landholding. The settlElllent officers ascertained the prevailing 

cash rents from the village records in each area according to the class 

of soil and made the necessary adjustments to arrive a.tan estimate of 

tenant rents. The resultant rents -were then compared with .any estimates 

based on rents-in-kind; appropriate. adjustments. were made. :to bring. the . .. 

rents-in-kind to a monetary level, and the tax rates for each assessment 

area were determined. 

The sliding scale system of revenue -assessment. Until 1935, the 

tax assessments were usually raised if prices had risen in the period 

preceding the assessment. As a result, the revenue. demand payable .. in 

the 1930's was based on the higher prices of the 1920•s. Thus, during 

the Depression of the 1930's, when agricultural prices started 

falling, 77 the decrease in prices caused great distress to the peasants 

because the value of their production fell while their requi,red t.gx . 

- expenses stayed constant based on the relatively prosperous 1920•s.78 

To overcome this rigidity which had taxes constant in the face of 

falling income and which aggravated the cyclical fluctuation, the 

government introduced what was known as the Sliding Scale System of 

revenue assessment . 

The Sliding Scale System was first used in the Punjab at the time 

of there-settlElllent of the I.vallpur district in 1935.79 The government 

77see Appendix A, Table A-8. 

78Brij Narain, Indian Economic Problems: Pre-War, !'.!!!:., and Post­
!'.!!!: (Lahore, 1944), pp. 312-313. 

79:rbid . 
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wanted to set the tax requirements high enough to take into account the 

possibility of prices rising to the average level of the past 20 or 30 

years and yet to adjust this demarrl at each harvest to current prices; 

thus, the chief feature of the new system was the annual adjustment of 

the level of land taxes in accordance with prevailing prices. No 

changes were to occur on account of production changes, and there was no 

change in working out the standard amounts of assessment; instead, these 

tax liabilities were considered "paper liabilities" and became effective 

only if the prevailing price- was the same as the average price level on 

which the revenue assessment was originally based. When prices were 

below this level, remission from standard tax liability was granted. 

according to the degree of difference between the average prices and the 

actual prices in the following year. Should the price rise above the 

calculated average price, the taxpayers were not to be charged addition­

al taxes . This procedure continued until 1947.80 

The Importance of the Land Tax to the 
Government of the Punjab 

The land was a major source of tax revenues both in the Punjab and 

in India during the period of time 1849-L947. It also r-emained as a 

major tax after 1947. Table II-1 presents the amount of actual land 

taxes collected in the Punjab 1901-02 -- 1941...42, 1953-54 -- 1961-62. 

The figures for the latter period are for the reduced land area of the 

80Anwar Iqbal Quershi, "Methods of Assessment of the Land Tax in 
Indo-Pakistan Sub-Continent," Papers!!:!£ Proceedings 2£ the Agricultural 
Taxation and Economic Development, ID:ls. Haskel P. Wald and Joseph N. 
Froomldn (Cambridge, Massachusetts, 1954), ppo 398-399; 
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TABLE II-1 

LA.ND TAX REV'.ENUES IN THE PUNJAB 1901 ... 1961 

Basic Land Tax Surcharges Total 
(Millions of (Millions of (Millions of 

Year Rupees)a Rupees)b Rupees)0 

(1) (2) (3) 

1901-2 26.3 6.6 32.9 
3 26.6 6.7 33.3 
4 280) 7ol 35.4 
5 28.9 7.2 36.1 
6 29.4 7.4 36.8 
7 29.4 7.4 36.8 
8 28.2 7ol 3.5.3 
9 29.9 .5.2 35.1 
10 30o9 .5.4 36/3 
11 31.9 .5 .6 37.5 
12 34.2 6.o 40.2 
13 36.4 6.4 41.8 
14 37.9 6.6 44.5 
15 39.5 6.9 46.4 
16 42.4 7.4 49.8 
17 44.1 7.7 .51.8 
18 46.1 8.1 54.2 
19 4.5.7 8 .. 0 53.7 
20 49.8 8.7 .58.5 
21 46.9 8.2 5.5.1 
22 49o0 8.8 .57.8 
23 53.2 9.3 62.5 
24 57.5 10 .. 7 68.2 
25 5L7 9.0 60.7 
26 52.1 9.1 61.2 
27 .52.2 9.1 61.3 
28 .50.4 8.8 59 .. 2 
29 53.4 9.3 62.7 
30 .52o5 9.2 6l.7 
31 46.5 8.1 54.6 
32 47.7 8.3 56.0 
33 48 • .5 8.5 57.0 
34 5l.3 9o0 60.3 
3.5 49.6 8.7 58.3 
36 53.6 9.4 63.0 
37 .53.4 9.4 62.8 
38 na na na. 
39 .50 0 5 8.8 59.3 
40 5308 9.4 63.2 
41 56.3 9.9 66.2 
42 6807 12.0 80.7 

1953-54 (d) 32.8 na na 
.5.5 32.8 na na 
56 28.,7 na na 



TABLE II-1 (Continued) 

Basic Land Tax Surcharges Total 
(millions of (Millio~s of (~llions of 

Year Rupees)a Rupees) Rupees)C 
(1) (2) (3) 

57 30.7 na na 
58 33.4 na na 
59 29.2 na na 
60 44.4 na na 
61 44.8 na na 
62 46.3 na na 

aRai, A~ricultural Statistics of the Pun.jab, 1901-02 to 1935-36, 
p. 102; Agricultural Statistics of the Pun.jab, 1936-3Z (Lahore, 1938), 
p. 6; Agricultural Statistics of the Pun.jab, 1938-39 Lahore, 1940), 
p. 6; Agricultural Statistics of the Punjab, 1939-40 (Lahore, 1941), 
p. 8; Agricultural Statistics of the Pun.jab, 1940-41 to 1943-44 
(Lahore, 1945). Economic and Statistical Organization Government of 
Punjab, Statistical Abstricts, Government Printing Press (Chandigarh, 
1963), P• 412. 

bcomputed by multiplying appropriate rate (i.e. 25 per cent of 
column 1 on account of Village official cesses and local rate from 
1901- 02 to 1906- 07 and then at 17! per cent from 1907-08 to 1961-62). 

ccolumn 1 plus column 2. 

dThe post-partition data are not comparable with earlier 
information . 

nastatistics not available. 

Punjab assigned to India i n 1947. They are also influenced by the 

amalgamation of certai n "princely" states following partition whose 
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revenues from l and t axes wer e not included. in the pre-partition totals. 

The figures for the earlier period emphasize the stability and rising 

trend of the revenues which the tax yielded; those for the latter period 

depict the increasing r evenues being provided by the tax and indicate 

continued heavy reliance on its yield following partition. No data have 

been available to det er mine how much tax revenues were lost through 

partition or gained. by the addition of the 11 princely" states. 
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Table II-2 reveals the importance of the land tax in the state of 

Punjab from 1921-22 to 1939-40, and from 1953-54 to 1961-62 in relation 

to all other sources of the Punjab revenues. This table shows that 

between 1921-22 and 1939-40, the land tax was the second largest single 

source of revenue for the Punjab Government. The most important source 

was the user charges for irrigation waters (charges collected by the 

government from the farmers for the sale of water provided by government 

constructed canals). The other sources of the Punjab government's 

revenues include such items as inter-governmental transfers, receipts 

from the sale of lumber from government owned forests, the "other taJces" 

which include sales taxes arrl motor vehicle taxes, "miscellaneous" 

receipts which involve the fees paid for access to various civil works 

and administrative services, excise duties on alcohol, opium, hemp, and 

other narcotics. The inter-governmental transfers are negative until 

1925-26 because the Punjab was required to give grants to the central 

government. 

The relative importance of the land taJc as a source of revenue to 

the Punjab government declined slowly from 1921-22 to 1939-40. The 

decline continued in the post-partition years. However, the taJc still 

remains as a major source of revenues for the Punjab government. The 

pre-partition decline in its relative importance appears to have been 

caused by changes in the size and nature of the inter-governmental 

grants; they went from negative to positive in the time period covered 

by the data in Table II-2 as the government began to send grants to the 

region rather than require the region to send grants to the national 

governmento The relative post-partition decline occurred at the hands 

of new taxes and sources of revenue as well as the increased use of 



TABLE II-2 

&OURCES OF PUNJAB GOVERNMENT REVENUE, 1921-22 TO 1961-62a 
(PER CENT ANNUAL TOTAL REVENUES) 

Central State 
Land Tax Excise Income and Excise Stamp Other Irrigation Inter Govt. 

Year Revenue Dut · Estate Tax Tax Tax Taxes Forests Recei ts Misc. Transfers 
1921-22 34.6 --- --- 16.3 11. .8 7.0 .1 --- -1. 

23 39.0 --- --- 12 .4 10.7 .8 4.1 42.8 --- -9.9 
24 39.7 --- --- 11.4 10.5 .8 4.8 42.2 --- -9.4 
25 36.2 --- --- 12.2 12.0 .9 3.8 43.5 --- -8.5 
26 26.6 --- --- io.7 9.9 .8 3.6 39.7 --- 8.8 
27 29.6 --- --- 11.4 10.4 .8 3.6 35.0 --- - 9.2 
28 24.9 --- --- 9.8 9.8 .7 2.7 33.7 --- 18.4 
29 24.9 . --- --- 10.8 10.8 .8 J.O 33.4 --- 16.1 
30 22.9 --- --- 10.2 10.2 .8 2.8 34.7 --- 18.4 
31 25.5 --- --- 10.6 10.4 .8 2.3 34.1 --- 16.4 
32 22.3 --- --- 9.4 · 11.0 .8 2.2 38.0 --- 16.3 
33 26.2 --- --- 9.0 11.2 .9 2.0 29.9 --- 20.9 
34 23.3 --- --- 8.8 10.1 .8 1.8 L.1.0 --- l4.3 
35 28.0 --- --- 9.4 9.7 .8 1.8 37.5 --- 12.9 
36 26.2 --- --- 9.4 8.7 .8 1.9 40.2 --- 12.8 
37 26.4 --- --- 9.2 8.0 .8 2.0 39.0 --- 14.6 
38 26.1 --- --- 8.9 7°'5 ·.8 2.0 39.4 --- 17.2 
39 23.2 --- --- 8.9 7.3 .9 2.1 39.8 --- 17.8 
40 23.0 --- --- 9.2 7.2 .8 .2.0 38.2 -·-- 19.6 
54 11.8 3.4 8.9 16.0 3.0 17.0 2.0 9.4 12.5 15.9 
55 10.6 2.4 8.8 16.4 3.0 17.4 1.8 8.4 11.i.6 17.7 
56 7.8 2.3 6.7 13.4 2.6 15.4 1.5 4,4 19.1 26.8 
57 8.0 2.2 6.5 15.6 3.5 18.4 2.0 6.8 20.0 16.9 
58 7.6 4.5 7,3 12.9 4,2 ],9 .9 2.0 5.2 21.l 15.4 
59 5.8 7.4 6.6 11.8 3.9 21.2 2.2 2.3 23.2 15.7 
60 7.6 6.5 6.o 9.2 3.5 20.6 2.2 4.8 24.6 14.8 
61 . 7.3 6.2 6.2 9.0 3.8 20.8 1.8 2.5 26.3 15.8 
62 7.J 6.1 2·6 8.2 6.4 20.2 1.6 2.J 20.2 21.4 

arhe annual per.cents were constructed for this study with the annual absolute amounts of each 
revenue source reported by P. J. Thomas, p. 521 (for 1921-22 to 1939-40), and by the Economic and 
Statistical Organization Govern;nent of the Punjab, p. 412 (for 1954-55 to 1961-62). 

\Jl 
\.,.) 
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existing taxes and revenue sources. 

The data in Table II-2 indicate that in the post-partition years, a 

new tax, the sales tax, replaced the land tax as the largest single 

source of the Punjab government's tax revenues. Also, during this time, 

older forms of taxation, such as the excise taxes, were increased enough 

to hold their own relative importance and become relatively more 

important than the land tax as a source of tax revenues. 

In order to establish the importance of the Punjab land tax as a 

major source of tax revenues in the Punjab, the per cent that the land 

tax is of all taxes collected in the Punjab was computed for this study. 

The results are presented below in Table II-3. 

TABLE II-3 

REVENUES FROM THE LAND TAX AS PER CENT OF 'l'0TAL TAX REVENUES 
COLLECTED IN THE PUNJAB~ ' l921-22 to 1939-40 

AND 1953-54 to 1950-6la ~,. 

Land Land 
Year Tax Year Tax Year 

1921-22 54.7 1931-32 51.9 1953-54 
23 61.9 33 55.4 55 
24 63.7 34 54.2 56 
25 59 .1 35 58.4 57 
26 55.5 36 58.0 58 
-;_7 56.6 37 59.4 59 
28 55.0 38 58.3 60 
29 52.5 39 57 .6 61 
30 51.9 40 .2.Zd 62 
31 53.9 

Land 
Tax 

19.6 
18.5 
16.5 
14.8 
13.3 
9.9 

13.8 
13.3 
13.0 

aThe annual percentages were constructed for this study with the 
annual absolute amounts of land tax and total tax revenues reported by 
P. J. Thomas, p. 521 (for 1921-22 to 1939-40) and by the Economic and 
Statistical Organization, Government of the Punjab, Statistical 
Abstracts, p. 412 (for 1953-54 to 1961-62). The post-partition data 
are not comparable with earlier information. 
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The data in the above table indicate that prior to partition, 

over half of the taxes collected in the Punjab were land taxes and that 

the trend was not decreasing. The data also indicate that the impor-

tance of the land tax to the Punjab government, in the post-partition 

years covered by the study, decreased considerably. Furthermore, the 

land tax shows a trend of declining importance during the post-partition 

years despite the absolute increase in its size depicted in Table II-1; 

other taxes being collected in the Punjab are growing faster. 

The secular decline in the relative importance of the land tax both 

as a source of revenue in the Punjab government and in relation to the 

various taxes collected in Punjab is presented for a longer period of 

time in Table II-4. 

TABLE II-4 

LAND TAX AS A PER CENT OF TOTAL REVENUF.S AND TOTAL TAX REVENUES IN 
THE PUNJAB 10 YEAR AVERAGES -- 1890-1962a 

Average for 
10 Years 

Ending 

March 31, 1890 
1900 
1904 
1910 
1920 
1930 
1940 
1962 

Land Tax as Per cent 
of all Punjab 

Revenues 

58.7 
58.4 
54.8 4 years 
not available 
not available 
30.2 9 years 
24.8 

802 9 yearsb 

Land Tax as Per cent 
of all Punjab 
Tax Revenues 

59.8 
60.0 
57.1 4 years 
not available 
not available 
5608 9 years 
56.3 
14o7 9 yearsb 

aPercentages computed from absolute amounts found in the following: 
for decades 1890, 1900 and 1904 from the s~cretary of State for India 
Council, p. 387; for the decades 1930 and 1940 from Thomas, P• 521; and 
for the period ending 1962 Economic and Statistical Organizations, 
Government of Punjab, Statistical Abstracts, p. 412. 

bThe post-partition data are not comparable with earlier 
informati.ono 



The data in this table indicate that there was little secular 

change in the relative importance of the tax in comparison to other 

sources of taxation pri~r to partitiona They also indicate that the 

tax is now relatively less important than it was prior to partition, 

although it still provides a substantial portion of all Punjab revenues 

and all taxes collected in the Punjab. 

Table II~5 presents the proportion of total tax revenues provided 

by various types of taxes for both the Provincial and Central govern­

ments of India. 

The data indicate that the land tax has consistently been an 

important tax. However, it was not as important relative to other taxes 

as it was in the agrarian Punjab. These data show that the importance 

of the land tax as a source of tax revenue declined in India pztior to 

partition11 This contrasts to the data in Table II-3, which did not 

decline from 1921-22 to 1939-40. Also in the only post ... parti tion year 

for which comparable data are available, the land tax was less important 

as a source of government tax revenue for the whole country than as a 

$ouroe of Punjab government tax revenue. 



Year 

1861-62 
1871-72 
1881-82 
1891-92 
1901-02 
1911-12 
1913-14 
1919-20 
1921-22 
1926 .. 27 
1929-30 
1930-31 
1931-32 
1932-33 
1933-34 
1941-42b 
1948-49 · 
19.58-.59 

TABLE II-.5 

COLLECTIONS OF SELECTED TAXES AS A PROPORTION 
OF TOTAL TAX COLLECTIONS IN INDIAa 

(PER CENTS) 

Land Other 
Tax 012ium Sa;!.t Income Excises 

4908 1.5.9 llo4 .5 .1 4 • .5 
4.5. 9 20 .. 7 13.3 lo8 .5 o3 
4L.5 18.7 14 .. 0 LO 6 • .5 
41.3 13.8 14.9 2.8 8.8 
41 .. 8 11.1 13 .. 6 3.1 9.3 
39.,7 ll.4 6.5 3.2 14.6 
41..5 3.,2 6.7 3.,8 17.3 
27.8 3.7 4.7 l9o0 1.5.7 
2.5.8 2.3 4.8 18.6 1208 
23.,7 3.0 4 • .5 11.8 13 • .5 
22.1 2.0 4 • .5 12.5 13.6 
22.1 1.8 .5.0 13.0 ]2.J 
23.6 1 • .5 6.3 13.6 10.7 
21.3 .6 7.1 13 • .5 10.4 
21..8 1.1 6.6 13.7 11.0 
18.1 .3 .5 .4 26.4 16.2 
5.1 na na na na 
8 • .5 na na na na 
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Custom 

7ol 
.508 
4 • .5 
2.9 
8.8 

12.4 
14.7 
18 .. 4 
2601 
32 .. 6 
34.3 
34.8 
34,0 
36.6 
3.5.1 
23.0 
na 
na 

apercentages computed from the data on annual tax revenues found in 
the following sources: for 1861..,.62 to 1933-34:.from·Shirras, pp. 1086-
1087; for 1941-42 from M.Epstein F.d.. ~ Statesman's Year-Book 1942, 
(New York, 1942), po 121; for 1948-49 to 1958-59 from V. V. Bhat, 
Aspects of Economic Change and Polley 1800=1960, (Bombay 1963), P• 41 •. 

bThe post-partition data are not comparable 'With earlier 
information,, 

nastatistics not available" 



CHAPTER III 

THEOREI'ICAL CONSIDERATIONS REI.A.TING TO THE 
1849-1947 PUNJAB !AND TAX . 

The Pun iab land tax described in the preceding chapter has 

theoretical implications. These form the topic of the present chapter. 

More specifically, in the following pages the land tax 'Will be classi-

fied, its rationale explained, and its theoretical implications 

analyzed 0 

The Nature of the Land Ta~ 

.:..\ 
As it was tnvisaged by contemporary scholars and officials, the 

1849-1947 Punjab land tax, to the extent that it was equal to some per 

cent of net revenue, would have been conceptually closest to convention-

al property taxes as a general form of taxation; since net revenue is by 

definition the return to land and since the value of land, exclusjve of 

the return to capital on it, is its capitalized flow, the tax base is 

the same as the land valueo Furthermore, the property tax base is 

automatically changed as the value of the property changes, even though 

this is not necessarily true in practice; the tax base of each land 

holding was also supposed to change as its net revenue changedo The 

taxes are additionally similar in that both may have to be assessed in 

constant amounts over time because of the difficulties of measurin~ 

continual changeso Conversely, however, property taxes provide a base 

for apportioning tax requirements which may fluctuate, whereas a fixed 

·53. 
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proportion of net revenue was supposed to be taken by the land tax 

during the time period covered by each settlE111ent. Also, the property 

tax traditionalzy covers more types of property than larrl. 

The Rationale of the Land Tax in the Punjab 

The use of a land tax in the form described in Chapter II. appears 

to have been rationalized at the time of its inception as an attE111pt to 

put into practice certain policies suggested by the Ricardian theories 

of rent and land taxation. 

Ricardian Rent Theory. According to Ricardo, rent is a . payment to land..-

owners for the use of the "original and indestructible powers" of the 

soil which they own.1 These powers are bestowed in lam by Nature. 

Ricardo specifica113" excludes from these powers the capital sunk by -the 

landowner in land in the form of various improvements; the payment for 

its use is a return to the capital and therefore is not included in the 

rent.2 

The cause of the emergence of economic rent is the " ••• progress 

of population, which shall oblige a country to have recourse to land of 

- a worse quality, to enable it to raise its suppzy of food ••• "3 

Quality refers to the "productive powers" of the land. Rent is received 

by all the land of higher quality than the worst in use. The amount of 

lPiero Sraffa, :&i., The Works arrl Correspondence of David Ri.cardo, I 
(Cambridge, Engl.and, 1953-Y:-p. 67. 

2Ibid. 

)Ibido, Po 70., 



rent received by each quality of land is equal to the difference between 

the products which units of the lowest quality arrl other qualities yield 

with a given quantity of capital and labor.4 

Thus, according to this paper's interpretation of Ricardo, economic 

rent is that portion of production yielded by a piece of land in excess 

of what a similar area of the poorest "quality" land in cultivation 

would yield with a similar outlay of labor and capital. It aris,es as 

the pressures of population result in bringing poorer larrls into culti-

vation. Since the cost of production on these lands is higher than on 

the better grades of land, the price rises enough to bring these high-

cost-of~production lands into cultivation; thus, owners of the superior, 

low-cost-of-production lands get the difference between the higher 

prices arrl their lower costs as an economic rent of the land, a . payment 

over and above what it would take to get these lands into. production. 

This rent, also referred to in the Punjab land tax literature as net 

revenue, goes to the landowners as the result of the population growth, 

not of the efforts of the landowners who have rendered no services to 

obtain it. 

In view of the importance of the Ricardian concept of rent (net 

revenue) to the development of this paper, an endeavor will be made .at 

this point to present a more precise description of the concept.5 

5The expanded discussion was distilled from several sources: 
William Fellner, Emergence !ill!. Content of Modern Economic 

Analysis, (New York, 1960 ), pp. 70-79; M. Blaug, Economic Theory !!!, 
Retropect, (Homewood, Illinois, 1962), pp. 71-78; Douglas C. Haug& and 
Alfred W. Stonier,~ Textbook of Economic Theory, (JAndon, 1959), 
pp. 273-291; Overtone H. Taylor,~ History of Economic Thought, (New 
York, 1960), PPo 193-196. 



To wit; Once all the land of the same quality is tilled, a further 

increase in population will necessitate the extension of the margin of 

cultivation to less fertile and less suitably located and therefore 

higher unit costs of production lands. The extension of pr9duction 
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to include these marginal lands is accomplished via the higher demand 

for foods resulting in higher food prices. Prices will rise until they 

are equal to the costs of production on the least favorable of the 

additional land required to feed the increased population. Then this 

land will be brought into cultivation, since now the other factors of 

production can earn a normal return on the land. The higher food prices 

which bring the marginal land into production also mean that there wiJJ. 

be a difference between the new prices and the costs of production on 

the non-marginal lands. This difference is the surplus which Ricardo 

calls rent. There is no rent from the marginal land, as it only covers 

the normal rate of return to the labor and capital used on it. Since 

this form of economic rent arises as cultivation is extended to other 

land, it will be referred to as rent developed at the extensive _!118:fgins. 

The increasing demand, besides extending the margin of cultivation, 

would also call forth the application of additional quantities of labor 

and capital on all land already unqer use~ The intensity of cultivation 

would be pushed forward because it will not pay to bring less fertile 

and less suitably located lands into use before returns from the margin­

al inputs of factors on the intra=marginal land have been made to 

diminish correspondingly. The intensity of production ceases to 

increase when marginal cost is equal to the price of the produce on a,11 

land. The price being greater than the average cost of the intra.­

marginal land, the latter commands surplus returns which shall be 



designated as rent at the intensive margin. 

Di.&gr8ll!l!&tically, the emergence of rent at both the extensive and. 

intensive margins is shown for land uses representing different 

qualities of land graphically 011, Page 63 • 
. In this diagram, the output of agricultural firms using a given 

unit of land is shown on the horizontal axis while the vertical axis 

shows the price for agricultural produce. Assume to start. with. an 

agricultural firm. using quality l land ,whose long .. run average and 

marginal cost curves are designated AC1 and MC1, respectively. · The 

return to land is not included .in the costs. Also assume the price. of 

agricultural produce is P1 and·the marginal-and average.costs of a :ti:rm 

using quality l lanc;l are equal to the price so that. its output is 001 • 

This land-using firm. is operating on -marginal land,- -arrl it is earning 

no economic rent. 

When the price of agricultural produce rises to P2 as. a result of. 

an increase in demand, the margin of the cultivation will be extended. 

New firms will enter. Their costs of producing the -same amount of 
. ~. . i 

production a1:1 a firm. using grade 1 land are.higher because of the poorer 

land which is brought under cultivation by them. A new firm's average 

and marginal costs are shown by AC2 and MC2. This firm will produce 

where its MC and AC are equal to price P2, The previously marginal firm 

whH*1, was operating on marginal land now possesses intra ... marit~t!·~~· 
The price for its product is greater than. its average. costo Th.e .ia.nd 

' ' ' • I ' 

earns rent equal to the area represented by the rectangle P1IMP2, 

assuming its output does not change. This is economic rent at the 

extensive margin .. 

However, the firm operating on intra-marg:inal land faces a price 
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which exceeds its marginal cost. It will be profitable for it to expand 

its output by intensive:cy cultivating the land, thereby pushing the 

intensive margin forward. It will add more units of labor and capita.1, 

and stop at the output -- in this case OQ2 -- wh-ere its marginal. oost. is 

equal to the priceo The total economio ,rent -4,1.ecruing to the -land .. under 

its cw.tivation is shown by thereetangle SNRP2. 

Iw!, Effect g!. !. Tax .2.!l ~· Aocording to Ricardo, 11A. tax on r:ent. would 

affect rent only; it would fall whol'.cy- on landlords and oould not .. be 

shifted to any class of oonsumers."6 

Ricardo's conclusions are justified because -a tax on rent (nejt .­

revenue) cannot be shifted. It oannot be pushed backward .. onto .t~ other 

factors of production since they would leave -to seek. other., .unta.x:e.cL. 

emploY111ent, nor forward, since produotion will not change in. -the. __ . 

presence or use of the other factors; thus, production and prices .... ma.y .. be 

expected to remain -unaffected by a t~ so long as: it. only takes some.- .. 

portion of rent (net revenue) but leav:es the -return to labor and .. ca13iti.l 

completely unaffected., Thus, the -expropriation of rent -(net revenue.). 

would leave agricultural production unaffected, and the incidence of the 

~ ~ I5, !:_!!.Tax .2.!l Rent. Ricardo further- notes that the way to 

accomplish taxation with such neutral effects on prices and production 

is by a certain form of land tax. Specifically: 

A Land-Tax (sic), levisi in proportion to the rent of.. land, .. And ·• 
varying with every variation- ot rent, is in effect a. tax on .rent; 

. and as such a tax will not apply to that .land which. yields nQ . 
rent, nor to the produce of that capital which is -employed on 
the land with a view to profit llierely, and which never pays rent, 

6 Sraffa, p .. 173.,-



it will not in arv way affect the price of raw produce, but 
will fall wholly on the landlords. In no respect would such 
a tax differ from a tax on rent.? 

The Punjab land tax was ostensibly a:i,med at taxing only this rent 

(net revenue) of the landowners.B Before the Punjab was annexed and the 

British version of the land tax applied, the Ricardian theory had 

already established itself in other parts of India which had fallen 

earlier to the British. In these areas, the land tax had become an 

acceptable tax because it was thought that it fell solely on the rent of 

the land (net revenue): 

••• what is erroneously called the land-tax, is not a tax 
at all; but that the revenue is derived simply from the 
appropriation to the state, for public purposes, according 
to immemorial usage, of a large proportion of the rent of 
the land ••• 9 · 

That this occurred was generally accepted. James Mill, while testifying 

before the Select Committee of the House of Commons in August, 1831, 

went as far as to declare that India was a fortunate country because the 

state's tax demands were met from the economic rent of the land (net 

revenue) and, the ref ore, man• s labor and capital remained untaxed. He 

said; 

I conceive that the peculiarity of India, in deriving a large 
proportion of its revenue from the land, is a very great advantage. 
Nine-tenths probably, of the revenue of the Government of India is 
derived from the rent of land, never appropriated to individuals, 
and always considered to be the property of the Government; and, to 
me, that appears to be one of the most fortunate circumstances that 
can occur in any country; because, in consequence of this, the 

?Ibid., po 181 

8Henry Tucker, Director of East India Company, quoted by Griffiths, 
P• .383. 

9From speeches delivered at a public meeting concerning the Revenue 
System of British India; quoted in ''Article III," The Edinburgh Review, 
LXX (October, 1839-January, 1840), p. 397. 



wants of the state are S'\lpplied, really and truly, without 
'taxa.t:i,on. As far as this source goes, the people of the 
country remain '\llltaxed.. The wants of government are supplied 
w,i.thout. any drain, either upon the produce of any ma.n's labour 
or the produce of any man•s capitalolO 

Mr. Mill strongly recommended that any taxes be levied on the land's 

economic rent (net revenue) because it has no effect on production or 

development: 

It is sufficientzy obvious, that the share .of the rent of land, 
which may be taken to defray the expenses orlre government, 
does not affect the industry of. the co'lllltry. 
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Taxes Ex:ceeding Economic ~o If taxes do exceed the· economic rent, in 

addition to being borne partially by the landowner in terms of lost rent, 

the possible incidence of the· balance of the tax. may. remain on the l.and-

owner in terms of a lower return to his fixed capital;. be pushed .. .:for:ward 

to the consumers in the form of higher prices; .or be pushed backward. to 

the labor and variable capital of others who are employed in producing 

on the land.. The distribution of the incidence is determined by the 

extent to which the tax exceeds the economic rent .. 

In the short run, other things equal, the production of agri-

cultural products will be left unchanged so long as the tax is to 

continue, even if production ceases, so that it is, not a variable 

cost.12 With no change in production, ther~ is no reason for the prices 

lOEvidence by James Mill before the Select Committee of House of 
Commons in August, 1831; quoted in 11Article III, ''~ Edinburgh Review, 
Po 397. 

11James Mill, Elements 2£ Political Economy (3rd ed.,, London, 1844), 
P• 248 .. 

12The condition of the tax•s continuing even when economic rent is 
zero is required to meet the specific condition that the tax exceeds 
economic rento 



of the agricultural products to change. Since the landowner does not 

change the land use, there is no change in his demand. for labor or other 

variable factors, and their prices remain constant •. Thus, in. the $o.rt 

run, when the tax exceeds economic rent, the landowner bears the entire 

burden, and there is no shifting.l'.3 

Under certain conditions the e!f.ect.s .. may -be different.. in.. ... the ... lcmg_._ 

run. If in the short run the. tax exceeds the landowner.• s econom:L.c r.ent 

and he cannot raise the price of hisland•s.comm.odities-or.lc,wer the. 

cost of the labor and variable capital -he employs on h:i,s,. land, he :wi~l 

get the equivalent of a lower return on his fixed capital. equa-l.to ~e 

difference between his rent and -his .u,ta,l. tax liability. This .. reduced 

return ms.y induce him to forego the r-eplacement-~nd--mainteM.nce of' h:£s 

capital in order to avoid going into-del;>t. or .depleting. his -savi.ng:s •.... , ... 

Furthermore, one of these effects- will certa:in4' be foJ"ced .. upon .. the land­

owner if his savings from inoc»ne generated by;. hi-s ... ].aber-,·and ~va:-iable 
. ~ : 

capital are not enough to pay the. amount by which taxes exceed .. nit. .. 

revenue; the balance of the taxes must--~- -paid, and -there are no other 

soUPces .. 

In the long run, less eapital m.ay-m~ less production,- am to.the 

extent that this occurs and.causes, a deer-ease in the supply of agri­

cultural products, it ms.y -ca.ti.~ an -i-nc:rease in thei~ prices as. paid,.~ 

the eonsumers.14 Partial forward shifting thus occurs. The extent.to 

which the tax may be shifted,- -however1 depends ·an elasticity of supply. 

1'.3i!askell P .. Wald, Taxati0n .2! Agricultural~ is, Unde:rdevelop~ 
Economies (Cambridge, Massachusetts, 1959), PP• 88-890 · 

14:rbid., P• 90. 



"If the supply is completely inelastic in the sector that is taxed, 

a ta.x;..iftduced increase in costs will not be transmitted outside the 

secto1;•15 The degree of elasticity of supply in turn will depend on 

the number of alternative untaxed employment avenues available outside 

the agriculturee 
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In the long run, it is also possible that the land will be 

abandoned by the owner, since he cannot continue to operate Sit a. ·loss 

forever. There is reason to ~ect, however, that in an economy with 

characteristics such as prevailed in.the Punjab throughout the time 

period covered by the study, this would take place after a period of 

time during which the land was involuntarily deca.pitalized. and the owner 

reached his maximum level of indebtedness. 

Furthermore, hope may spring eternal and the .bankrupt agri.c.ultural 

firm may be assumed by another individual with no ,alternative oppor­

tunities for his labor and capital 'Who also hopes for a reversal in the 

situation before his capital is gone and he is enmeshed .in, debt. This 

rna.y differ from the results expected in the long run for an industrial­

ized economy where opportunities of alternative employments are far 

greater than in an underdeveloped, agriculturally-oriented economy. In 

an industrialized economy the mobility of resources might be quite high; 

then a tax levied on land and. exceeding economic rent will prompt the 

landowners in the long run to move to the untaxed or lightly taxed 

occupations$ The supply of agricultural products will, ceterus pa.ribus, 

tend to decline,and the prices, ceterus pa.ribus,arrl assuming that demand 

is not perfectly elastic, will tend to riseo A part of the tax may be 
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shifted to the consumers. 

The Punjab Land Tax as a Tax on Economic Rent 

Avoidance of the effects discussed -above requires that taxes nev:er 

e:x:ceed net revenueo This means that the determination of the size of 

net revenue and the assignment -of taxes must be- accurately accomplished. 

This obviously requires detailed information on prices.,. production, . 

variable costs, including the opportunity costs of the land .occupants• -

labor and the land's capital maintenance requirements. And .since, these 

components can be expected to change. over time,. information m.ust .. be 

available as to their variability. These data. requirerl f o,r. acc~-ate 

computations are notoriously difficult to obtain -and were- not-available 

in the Punjab for each landholding. Thus, even- assuming high levels of 

taxpayer morality and incentives for revenue officials to be scrupu ... 

lously fair and accurate, the factual information for measuring econo:m;i.c 

rent in the Punjab or most other nineteenth century countries wouldhave 

been lacking. In fact, no effort was made to directly compute the 

economic rent of each landholding. Instead, certain assessment arrang,e­

ments were usedto estimate its size. 

Rent-Estimating Procedures in the Punjab 

According to the instructions given the settlement officers, 

estimates of the size of the net revenue tax base in. the Punjab were at 

various times to be derived by assuming it was equal to some percentage 

of the gross value of agricultural production or to the rents which 

tenant farmers paid to landownerso These measures became £!. ~ tax 

bases.· These bases, however, do not necessarily designate what the net 
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revenue iso As such, taxes based on the gross value of agricultural 

production or tenant rents may fall short, be equal to, or exceed net 

revenueo Accordingly, the econOillic impact of the tax as discussed in a 

previous section will depend on whether or not the tax liability of the 

landowner was limited to the net revenue. The suitablility of these 

alternate measures in the specification of net revenue is discussed 

belOWo 

Gross Value of Agricultural Production. The use of the gross value of 

agricultural productionl6 as a vehicle for estimating net revenue in the 

1849~1947 Punjab had the advantage of being more easily measured than 

actual net revenue; it was only necessary to determine revenue instead 

of both revenue and costs. This tax base is very similar to the tax 

base used in the Punjab prior to 1849 whi .. ch also assigned a constant 

percentage of the GVAP to the governmento However, the use of this tax 

base became more complex than the pre=l849 land tax; it required 

estimates of both production and prices in contrast to the earlier tax 

which emphasized production, since it permitted payment in kind rather 

than cash. 

The use of a constant proportion of the GVAP to specificaiiy 

estimate net revenue requires the assumption that the labor and capital 

costs of production were some constantpercentage of the GVAP in every 

area, on every sized farm, and during every time period.17 No reason 

was ever presented as to why net revenue could be assumed to be equal to 

16The gross value of agricultural production will hereafter be 
referred to as the GVAPo 

17wald, po 121., 



71 

some fixed peX"centage of the value of all agricultural production. In 

the absence of the validity of these assumptions, the use of a fixed 

percentage of the GVAP was bound to yield a tax liability for each land 

holding which would differ from that based directly on net revenue. To 

the extent that this happened, the ratio of taxes to net revenue could 

be expected to vary from one land holdin@i to the next. 

There is every reason to expect that costs were not a constant 

percentage of gross value. It is reasonable to assume that they varied 

from one area to the next if only because they were affected by climate 

and soil fertility. Furthermore, they varied from one size ot farm to 

the next; average labor and capital costs per unit of production on a 

larger holding may be smaller because of economies of scale. A larg1;9r 

holding will permit greater division and specialization of labor as well 

as relatively advanced techniques of production. 

There are several possible economic differences which may be 

caused by the use of gross revenues as the tax base instead of net 

revenueso First, taxes may be larger than if net revenues had been 

used as the tax base; gross revenues are always positive in contrast 

to net revenues which could be ·~on-existent or even negative if the 

labor and capital costs are high enough relative to revenuesq Further­

more, the availability of the larger figures for gross revenue and the 

absence of data on net revenue might tempt a tax assessor to assign 

taxes which exceed the intended proportion of net revenue. 

Second, since taxes may be larger than they would be if net revenue 

is used as the tax base, they may exceed net revenue arrl thus have the 

effect already described. 

Third, the use of the GVAP as the tax base would have the effect of 
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assigning increased tax liabilities to landowners whose production is 

expa.Ilded to bring in more revenue; thus, to the extent that each land­

owner faces a given price for his products, he must pay more taxes if 

his land produces more goodso The extra taxes thus cut the return that 

each landowner receives for such production and may cause him. to cease 

production at a level lower than would result if this additional 

marginal cost, which is unrelated to the labor and capital costs of 

production, did not exist. 

Tenant Rentso Another indicator used as a tax base were tenant 

rents. Tenant rents are conceptually equal to net revenue when no 

returns to the landowner's labor and capital are included in the rent. 

The tenant's costs of production are equal to the returns req'1ired to 

obtain similar amounts of the labor and capital the tenant uses in 

production at maxim.um. profit levels of output. Any difference between 

these production costs and total revenue must go to the landowner as 

rent; rents cannot be less than net revenueo If they were, the land­

owner could be expected to obtain other tenant labor and capital. On 

the other hand, landowners cannot obtain rent which exceeds net revenue 

because the landovmer cannot force labor and capital to take less than 

they could earn in an alternative positiono Thus, a tax which falls 

only on this rent could have no effect on production, since the returns 

to labor and capital are unaffected, and the landowner cannot move his 

land; all the landowner can do is continue to provide his land and allow 

the labor and capital to work on it so as to maximize his rent receipts 

and thus maximize the amount he 'Will have left after paying taxes. 

The use of tenant rents as a vehicle for estimating the size of net 

revenue in the 1849=1947 Punjab had the advantage of making automatic 

allowances for the costs of the occupant's labor and capital w.i.thout the 
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extensive computations required for directly estimating net revenue. 

There are, however, certain problem1;3 involved in the application of 

tenant rents 'Which a.re likely to lead to unacceptable n:et revenue 

estimates. First, .there is the problem. of disclosure. The Punjab 

tenants and landowners were inevitably illiterate and suspicious of 

anything having to do with tax:ationo Rental agreements were not a. 

matter of public record until attempts were made to enforce performance 

through the courts. However, such records could have been required and 

kept by local administrative offieialso 

Second, net revenue is, conceptually, constantly changing as costs 

and revenues change, while rents may be periodically fixed by contract. 

Thus, the costs of obtaining the information needed for interim 

estimates may be quite high. 

Third, rents vary periodically, and thus it would be necessary to 

have a system of disclosure which would obtain information on how they 

varyo In Punjab, once taxes were set on the basis of tenant rents, 

changes in future tenant rents had no effect for the duration of each 

tax settlemento However, such information could have been obtained if 

the rental agreements had had to be filed to be enforceable. 

Fou:i,th, even if perfect knowledge of tenant rents had been avail­

able, such agreements often included a return to arry labor and .capita1 

supplied by the landowner. This return to labor and capital could not, 

by definition, be part of net revenuee 

Fifth, tenant rents may be paid in kind. Thus, in order to base 

cash tax payment on these rents, it would be necessary to estimate prices 

in order to obtain an estimate of net revenue in money terms so that tax 

payments made in cash would be the correct proportion of net revenue. 



Sixth, rents are based on the tenants• anticipated level of revenue 

and costs rather than on the land.' s actual net reven-qe from realized 

revenues and costs; the tenant rents are established prior to the 

determination of actual revenues and costs and thus may be different 

from what is actually realized as net revenue. 

Despite the administrative drawbacks inherent in the use of tenant 

rents, they are conceptually identical to net revenue after all labor 

and capital costs of the landowner are removed; thus they probably 

provide the most accurate estimates which can be derived without 

actually computing net revenue. There are several major advantages of 

the use of rents relative to the use of GVAP. First, they automatically 

provide for varyj.ng levels of Wli t costs, since the tenant would have to 

cover his costs before agreeing to the payment of rents. Second, rents 

could conceptllally provide some degree of flexibility related to changes 

in the size of net revenue as they change in response to revenue 

and cost changes; the actual provision of such flexibility would requ,ire 

disclosure, but this could be accomplished by requiring the recording of 

rental agreeme,nts to make them enforceable. 

The Method of I.and Tl!X Payment 

Whatever be the relation of gross value of agricultural production 

and tenant rents to the net revenue, the mode .of payment of the tax 

itself and its fra:iuency of assessment have important bearing on the 

possibility that the taxes could have exceeded economic rent. 

Constant taxes instead of variable tax.. The introduction in 1849 of - -
fixed tax liabilities in contrast to the proportional collections of the 

pre-1849 land taxes in the short'runmay have had the initial temporary 
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effect of lowering marginal costs. Marginal costs would be lower"as tax 

liabilities did not rise as production rose. This contrasts with the 

pre-1849 land tax which took a constant proportion of all production so 

that higher production automatically meant higher marginal costs via . 

additional tax liabilities. Thus, the elimination of the tax portion of 

marginal costs may have caused post-1849 marginal costs to be equal to 

marginal revenues at levels of production higher than those which 

existed earlier with the presence of the tax liabilities ca.used by the 

form of the pre-1849 land taxes. The short-run effect would be a 

tendency toward increased supplies of agricultural produce. 

In the long run, when all costs are variable, the short-run pro-

duction effects will, however, disappear as the tax would have become a 

pd.rt of the long-run marginal cost, and its cost effects are likely to 

be the same as of the pre-1849 land tax. 

A fixed tax liability has its drawback: Even when crops fail due 

to drought, or some other natural calamity so that no rent is possible, 

the tax must still be paid. As a result of his :).ncome having been so 

reduced, a landowner may be forced into debt in order to meet his tax 

;~ability • . , .. 
A landowner's demand for cash in an underdeveloped econonzy- such as 

that of the Punjab is likely to be inelastic during poor-crops years. 

because of (a) the rigidity in tax collections, and (b) the absence of 

organized ca.pi tal market. The creditor, therefore, being in a· ,,superior 

bargaining position, may be able to charge a higher rate of interest from 

the debtoro The debtor, in turn, may find it difficult to pay back his 

debt with interest because of his precarious standard of livingo The 

final outcome may be an increase in acreage under mortgage with an 
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increasing numbe,r of landowners falling under debt. 

Cash Taxes lnstead o:f 'l'ax in Kind. The 1849 tax introduced another - --.....---..-

change from the tax which preceded it •. The earlier tax was payable in 

cash or kind and in amounts equal to some fixed proportions of the 

current p;~d.uctiono Payment was usually in-kind. The imposition of the 

latter tax:, therefore, tended to speed up the change-over of the Punjab 

economy from a primarily barter economy toward a money economy;, land-

owners had to pay their taxes in cash, and that meant that they either 

had to receive money rents from tenants or .. sell their rents-in-kinq: •. ,In 

either case, barter was now no longer the only way of life for a majori ... 

ty of the population; farm produce had to be sold in the market for cash• 

This forced change towards a money economy undoubtedly facilitated a 

different system of trading of all goods· a.s .· it ended, ,the .,dominatio,n of 

barter relatio:nshipso That. the changeover to oash payments may have 

actually had such an influence as causing more goods to be sold in .the 

markets for cash is suggested by the substantial and relatively 

pel'.'lllanent decline in Punjab farm product prices which accompanied the 

initial use of this form of taxation in 18490 An index of the prices of 

wheat, the Punjab's major crop, moved f:i:-om 107 in 1849 to 95 in 1850 and 

65 in 1851.. It did not regain its 1849 levels until the .famine of 

1861 .. 18 

At the same time, the burden of the land tax may.vary with pri.ce 

fluctuations. Higher prices by lowering. the real burden. of the. tax.,ma.y 

reinforce inflationary pressures by requi~ng fewer itern.s to be sold.in 

order to obtain cash .for tax payment purpose,while lower prices will 

18Erij Narain, Indian Economic Lif'eti .,.~· ~ Present, (Lahore, 
1929), PP• 151-152 .. 



increase the ta..x burden. During low-price periods the landowners may 

find it difficult to meet their fixed tax liability as a result of the 

heavier tax burden. 

Chapter Summary 

The discussion of the land tax in this chapter reveals that a tax 

on land is a form of general property tax. 
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The conceptual appeal of Ricardian rent theory -- that a land tax 

not exceeding economic rent has no deterrent effects on agricultural 

production~~ led the Indian Government to rationalize the retention of 

the already existing land tax as a source of revenue. The determ,:1.nation 

of economic rent (net revenue), however, is almost impossible due to 

lack of required information, especially in under-developed countries. 

Supstitution of alternate measures, such as the GVAP or tenant rents to 

indicate economic rent or net revenue, may result in a landowner's tax 

liability which exceeds, falls short, or is equal to the net revenue. 

A tax in excess of rent, by reducing the return to labor and 

capital, is likely to check future capital investment and may cause 

indebtedness. The fluctuating agricultural incomes and fixed tax 

liability may also drive the landowners into debt, especially during the 

years of poor harvests or when prices are low because they must pay the 

tax in order to retain their land. The ev-entual outcome may be 

stagnation or a decline of farm productivity as a result of the 

inability to conserve the soil of the landowner who is barely able to 

feed himself and his familyo 



CHAPTER IV 

EMPIRlCAL EVIDENCE CONCERNING THE NATURE AND EFFECTS 
OF LA.ND TAXES IN THE PUNJAB 

The discussion in Chapter IIl covered the relationships assumed.by 

the government and the intended and possible effects of using a land tax 

in the Punjabo This chapter will endeavor to test these relationships 

and effects with empirical evidence. 

The Estimates of Net Revenue 

The land taxes were supposed to be some proportion of net revenue. 

However, instead of directly computing net revenue, the settlement 

officers were to estimate its size via. the use of the rents paid to 

landowners by tenants and the GVAP; the government assumed that there 

was a constant relationship between the size of these i~ems and the size 

of net revenueo The government also assumed that it had identified the 

relationship with tenant rents and that the GVAP could accurately 

estimate net revenue from them. Obviously, if the relationships which 

were assumed did not always hold or if the size of the rents and the 

GVAP were not estimated accurately, the derived estimates of net revenue 

mi,ght differ from actual net revenue. The existence of this situation 

would then be expected to cause taxes collected to differ from the 

amounts which would be collected if the tax rates had been applied to 

accurate measures of net revenueo 
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In order to examine the validity o:f the various methods of 
\ 

estimating net revenue, the :following hypothesis and test.s have been 

developed for this study. 

Hypothesis 1: The various methods of estimating net revenue 
were correct 

Test A: Compare estimates of net revenue to estimates of 
one-third of the GVAP 

The first test is suggested by the faet that the government-did 

appear to assume ~hat net revenue was equal to a constant proportion of 

the GVAP. It is possible to examine the validity of the hypothesis by 

comparing esti:ma.tes of one-third of the GVAP with estimates of net 

revenue eonstrueted by subtracting cQsts of production excluding.land 

taxes and tenant rents from the value of agricultural production •. If 

they are identical, it may suggest that the hypothesis is true. 

A search of the literature re:vea.ls that such a comparison can be 

made on the basis of a. study made in 1941-42 by -the Punjab Board of 

EconoMi,o Inquiry. This study estimated farm income, expenditure, net 

reventt.e, and tenant rents on 25 holdings in thirteen districts of the 

Punjab for the year 1941-42. No information was available concerning 

the way in which the farms were selected., Once the f a.rms were chosen, 

. however, .detailed studies were made of their per acre produption, prices 

received, and per a.ere costs during the survey year. The actual 

estimates of net revenue were made by subtracting production costs for 

labor and capital (but exclusive of tenant rent and taxes) from the 

estimated value of production. 

The results of the Board• s survey are presented in Table IV-1. The 

c\.ata suggest that there was wide variation in the relationship of the 

two estimates from one area to the next. 



TABLE IV-1 

NET REVENUE ESTIMATES COMPARED WITH ONE .. THIRD OF 
VALUE OF GROSS PRODUCE -- 1941-42 

One-third.of 
One-third of Gross Produce 
Value of as a Per cent 
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Area Net Revenuea Gross Produceb of Net Revenue c 
(1) (2) (;) 

Irrigated Areas Ro.pees Per Acre Rupees Per Acre Per cent 

Mountainous 6,5.82 44.8 68.1 
Sub-Mountain 24.60 4.5.2 183.7 
Central Punjab 29.12 32.4 lll.3 
Jumna River Zone 39.39 3lo4 79.7 
Southeastern Dry 2.5.04 20o0 79.9 

Tr~ct. 

Unirrigated Areas 

Mountains 1.15 9.0 982.6 
Sub-Mountain 8.94 1.5.0 167.8 
Central Punjab , 14.8.5 na na 
Jumna River Zone ;,. 0.86 na. na 
Southeastern Dry -~ 2.06 na na 

Tract ,-

aData in column 1 from Board of Economic Inquiry, Punjab, ~ 
Acco\l!lts !U ~ Pun.jab 1941-42, (Lahore, 1946), po 26. 

boa.ta in column 2 are equal to one~third estimated value of gross 
produce reported by the Board of Economic Inquiry, p. 2L 

°Data in column 3 have been computed by dividing column 2 by 
column 1 and then multiplying by 1000 

n~statistics not available. 
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The data suggest that the hypothesis is not supported. There_ 

appears to be no cc:mstant relationship between the size of the GVAP and 

the size of net revenue and certain]3r not the one assumed by the 

government. 

The Punjab Board of Economic Inquiry investigation was based on a 

sample of 25 farms and dealt with on]3r one period of time, 1941..42. It 

is possible that in other years or when the whole Punjab region. is 

considered, there wo1,1ld be an average relationship between the GVAPand 

net revenue and that it would be the one assumed by the· government. The 

present study attempts, therefore, to consider that possibility; 

estimates of econpmic rent, which additionally include the return to the 

land occupant• s labor, have been compared to one-third of the estimates 

of the GVAP for the period of time 1913-14 to 1941-42.1 

Both sets or estimates were constructed for this study. They are 

presented below in columns 3 and 5 of Table IV-2. 

Comparison of net revenues with one-third of the GVAP supports the 

earlier finding that the use of one-third of the GVAP would over.$tate 

the level of net revenue and thus not uphold Hypothesis l; the GVAP­

ba.sed estimates are substantial]3r higher despite the very conservative 

cost estimates which were used and the fact that the returns to the land 

occupant's labor were not subtracted and thus were lumpErl together with 

the net revenue. 

There is, however, another possibility: that even if one-third. 

GV.AP did not equal net revenue in any given year as the government 

assumed, the dif'f erence might average out over a longer period of time. 

lFor construction of these estimates and their reliability, see 
appendices A and B respective]3r. 



Crop 
Year 

TABLE IV-2 

ANNUAL ESTIMATES OF AGRICULTURAL NEr REVENUE IN THE PUNJAB, 
1913-14 TO 1941-42 (MILLIONS OF 1913-14 RUPEES) 

Cost of Net Revenue Settlement 
Production Plus Return One-third Officers• 
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Except Occu- to Ocgupants • of the "Net Rev~ue" 
GVAF pants• Labora Labor GVAPc Estimates 

~12 ~22 ~~ 2 ~4 2 ~.2 l 
1913-14 588.32 472.84 115.48 196.11 75.8 

15 736.07 549.04 187.03 245.36 74.5 
16 446.78 448-.59 1.81 149.27 77.8 
17 622.27 549.04 73.23 207.42 79.5 
18 728.74 569.83 158.91 242.91 78.l 
19 512.02 379.31 132.71 170.67 49.4 
20 745.63 504.01 241.82 248.61 58.9 
21 444.52 426.07 18.45 148.17 45.8 
22 736.87 536.92 199.95 245.62 52.1 
23 754.61 550.78 203.83 251.54 90.9 
24 751.54 529.99 221.55 250.51 97.5 
25 624.81 ~ 549.04 75.77 208.27 67.1 
26 610.93 514.40 96.53 203.64 65.9 
27 648.43 526.53 121.90 216.14 73.5 
28 576.14 510.94 65.20 192.05 72.5 
29 609.28 554.24 55.04 203, 09 144.3 
30 705.25 536.92 168.33 235.08 187.5 
31 659.03 524.80 134.23 219.68 310.0 
32 651.52 554.24 97.28 217.17 280.6 
33 638.72 521.33 117.39 212.91 233.7 
34 669.65 597.54 72.11 223.22 306.3 
35 655.90 516.14 139.76 218.63 268.l 
36 696.38 552.51 143.87 232.13 268.0 
37 764.14 564.63 199.51 254.71 234.7 
38 na na na na na 
39 611.42 498.82 112.60 203.81 243.3 
40 716.11 517.87 198.24 238.70 226.5 
41 728.82 568.10 160.72 242.94 249.7 
42 769.06 559.44 209.62 256.35 186.9 

aData are from Ai:pendix A, Table A-5 column 5,. and from Table A-11. 

bcolumn 1 minus column 2. 

cone-third of column 1. 

dThe estimates were obtained. by multiplying the annual Punjab land 
tax collections of Table II-1, column 1, by the price index of Table A-8 
of Appendix A and then multiplying by 100. The results were then 
multiplied by the proportion of the estimates which was to be taken in 
land taxes. 

nastatistics not available. 
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The taxes based on such estimates could be, over the period of time, the 

specified proportion of the net revenue. Even that does not seem to 

hold true because one-third of the annual average GVAP is 219.10 million 

rupees while the average annual net revenue is 132.83 million rupees, 

the former over-stating the latter by 65 per cent. 

Thus, the data presented in Tables IV-1 and IV-2 suggest that the 

use of one-third of the GVAP would not be equal to the net revenues in 

any one year or over a period of longer duration. The relationship 

between a specified proportion of the GVAP and net revenue does not seem 

to exist. The hypothesis remains unsupported. 

Test B: Compare estimates of net revenue with estimates of 
tenant rents 

The second test is suggested by the fact that the iovernment 

appears to have assumed that tenant rents were equal to net revenue, It 

is possible to examine this hypothesis and suggest the validity of the 

relationship by comparing tenant rents to estimates of net revenue 

developed by subtracting capital and labor production costs from the 

value of agricultural production. 

The Punjab Board of Economic Inquiry also calculated net revenues 

and tenant rents. It compared rent payments and net revenue estimates 

for various types of agricultural land for the year 1941-42. Its 

findings were thought to be applicable to other years as well, since 

the same definition of net reven1Je and the same proc;edi,n;-es for determin~ 

ing tenant rents were used in its study as were 1Jsed in other years for 

tax purposes. 

The rent data were derived from the same farms which were used for 

the purposes of determining the GVAP and net revenue. The rent 
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estimates uncovered by the survey are presented in column 2 .of 

Table IV-3; their size as a percentage of net revenue is in oolumn 3 of 

the same table. The d.a:ta indicate that there were substantial-, vari-

ations from one area to another in the relationships of rent and net 

revenue. Furthermore, the rent estimates appear to be often higher than 

the net revenue estimates. 

TABLE IV-3 

NET REVENUE ESTIMATES COMPARED WITH TENANT RENTS-1941 

Tenant 
Rents as 

Net Tenant Per oent of 
Revenue a Rentsa . b 

Net Revenue 
(1) (2) (3) 

Irrigated Areas Rupees Per Acre Rupees Per Acre Per cent 

Mountains 65.82 69.27 10.5.2 
Sub-Mountains "24.60 37.43 152.l 
Central Punjab 29.12 Jl • .26 107.3 
Jumna River Zone 39.39 19~16 48.6 
Southeastern Dry 2,5.04 l5o77 62 .. 69 

Tract 

Unirrigated Areas 

Mountainous 1 .. 1.5 8.32 723 • .5 
Sub-Mountain,s 8.94 22.99 2.57.2 
Central Punjab 14.85 13.92 93.7 
Jumna River Zone -0086 13.08 na. 
Southeastern Dry -2.06 na na 

Tract·· . 

anata in column l and 2 a.re from Board of Economic Inquiry, Punjab, 
P• 26. 

bcolumn 2 divided by column 1 and then multiplied by 100. 

nastatistics not available. 
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This suggests that the use of tenant rents may over-state net 

revenue in many cases; thus there is no tendency toward verifying the 

hypothesis. No annual data on rents were available by which the average 

relationship of rent and net revenue could be determined. 

Test C: Compare estimate of net revenue with the Settlement 
Officers' estimates of net revenue 

The third test is suggested by the fact that the settlement offi-

cers were the ultimate determiners of the tax base. The officers were 

directed to use the GVAP or tenant rents, but they had the authority to 

adjust the tax base at their own discretion. The government appears to 

have assumed that the settlement officers could accurate.ly estimate net 

revenue. The validity of this method of estimating net revenue can be 

evaluated by comparing the revenue officers• estimates of net revenue 

'With the amounts of net revenue developed for this study; they should be 

identical. 

A search of the literature reveals that no such comparisons have 

been recorded. It is possible, however, to estimate precisely the 

settlement officers' own estimates of net revenue; since the taxes were 

supposed to be a specific proportion of the estimates of net revenue, 

the level of the estimates can be determined by multiplying the amount 

of the taxes by 1/tax rateo This has been accomplished for this study 

annually from 1913~14 to 1941- 42 and for the various types of areas in 

the Punjab for 1941-42. These periods were selected to maintain compa-

rability 'With the other types of estimates of net revenue and because 

data on tax receipts were available. 

The 1941-42 settlement officers estimates for various types of 

areas are presented in colunm 2 of Table IV..4. Their relationship to net 
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revenue is presented in column 3 of the same table. The data. suggest 

that in some types of areas there may have been wide variations between 

the settlement officers' estimates and actual net revenue; the settle-

ment officers• estimates appear to be higher than actual net revenue in 

some of the unirrigated areas. However, they are generally lower in the 

irrigated areas. 

TABLE IV-4 

NE.r REVENUE ESTIMATES COMPARED WITH THE SErl'L1lNmT OFFICERS' 
ESTD1ATES 

Settlement Settlement 
Officers' Officers' 
Estimates Estimates as 
of Net Per cent of 

Net Revenue Revenueb Net Revenuec 
(1) (2) (3) 

Irrigated Areas Rupees Per Acre Rupees Per Acre Per cent 

Mountainous 65.82 19.60 29.8 
Sub~Mountains 24.60 18.80 68.3 
Central Punjab 29.12 ll • .56 39.7 
Jumna River Zone 39.39 13.72 34.8 
Southeastern Dry 25.04 7.08 28.3 

Tract 

Unirrigated Areas 

Mountainous 1.15 5 • .52 480.0 
Sub-Moun ta.ins 8.94 10.64 119.0 
Central Punjab 14.85 5.00 33.7 
Jumna River Zone -0.86 9.64 na 
Southeastern Dry -2.06 na na 

Tract 

anata in column 1 from Board of Economic Inquiry, Punjab, p. 26. 

bnata in colUllln 2 computed by dividing the 1941 land tax data 
reported in Board of Economic Inquiry, p. 26, by the 1941 land tax• s 
rate of taxation. 

nasta.tistics not available. 
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Annual net revenue estimates of the settlement officers for the 

whole Punjab region are presented in column 5 of Table IV-2. The data 

suggest that the settlement officers• estimates are smaller than the 

amount of net revenue plus the return to the occupant's labor for 12 

years and larger for 16 years. The data, therefore, do not support the 

hypothesis. Furthermore, the difference between the two estimates would 

obviously become wider if the returns to the occupant's labor are 

subtracted from column 3 of Table IV-2. 

Test .D: Compare the settlement officers• estimates with 
tenant rents and one-third of the GVAP 

The fourth test is suggested by the fact that the settlement 

officers were directed to use tenant rents as a basis for estimating net 

revenues in 1941-42. Their estimates should be identical to the 

estimates of tenant rent. A comparison of the settlement officers• 

estimates with tenant rents has been made for this study for various 

types of areas with the data in column 2 of Table IV-3, column 2 of 

Table IV-4. In every type of area the settlement officers' estimates 

were lower than tenant rents, even though they were supposed to be 

based on them. The hypothesis is, therefore, not supported by the 

comparisons; instead, it appears that possibly the officers either did 

not accurately estimate tenant rents or did not use them as their 

instructions directedo No data were available for other years to 

indicate whether any inaccuracies would have been averaged out over the 

period of time. 

The Relationship of Land Taxes to Net Revenue 

The analysis above has suggested that the relationship between net 

revenue and other items such as tenant rents and the GVAP assumed by the 
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government might not have been valid and that, in any case, the settle-

ment officers may have inaccurately estimated the items to which the net 

revenue was supposed to be related. Therefore, the amount of land taxes 

collected may have differed from the amount which would have been 

collected had the government taken the proportion of net revenue which 

it claimed it was taking. The following hypothesis deals with the 

relationship of land taxes and net revenue. 

Hypothesis 2: Land taxes were equal to the specified proportion 
of net revenue at all times 

The procedures by which settlement officers were to assess land 

taxes specified that the taxes were to be a specific proportion of net 

revenue. It is possible to examine this relationship of land taxes and 

net revenue by comparing the size of the land taxes to the size of the 

net revenue estimates . Such a comparison has been made for this study. 

The comparison covers the years 1913-14 through 1941-42; the data 

compared are average annual estimates in terms of 1913-14 rupee prices. 

The data are presented in Table IV-5. 

Examination of the data in Table IV-5 indicates that tax col-

lections differed widely in relation to the estimates of net revenue 

from one year to the next. In the year 1915-16, for example, the return 

to land and occupant's labor was negative. On the other hand, this 

variation ranges between 14.31 pr cent of the net revenue plus the 

return to the occupant's labor for the year 1919-20 and 145.80 per cent 

for the year 1920-21. The land taxes appear to be unrelated to the 

size of net revenues. Statistically speaking, the correlation 

coefficient between the land tax collections and the net revenue 

estimates during the period from 1913-14 thro-ugh 1941-42 is .111, which 

is insignificant at 1 per cent level. The data, therefore, do not 
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TABLE IV-5 

IAND TAXES AND NET REVffiUE IN 1913-14 PRICES 

Land Tax .as 
Net Revenue Per cent .of 

Net Revenue and Return Net Revenue 
Plus Return to Occupants• and Returns 
to Occupants• Labor Minus to Occupants• 

Year Land Taxa La.borb Land Taxesc La.bord 
(1) (2) (3) (4) 

Millions of Millions of Millions of 
Rupees Rupees Rupees Per cent 

1913-14 44.5 115.48 70.98 38.53 
15 43.8 187.03 143.23 23.42 
16 45.7 -1.81 -47.51 
17 46.7 73,23 26.53 63077 
18 45.9 158.91 113.01 28.88 
19 29. 0 132.71 103.71 21.85 
20 34.6 241.82 207.22 14.31 
21 26o9 18.45 -8.45 145.80 
22 30.7 199.9.5 169.2.5 1.5.35 
23 53.4 203.83 150.43 26.20 
24 5708 221055 163.75 26.09 
25 39.4 7.5. 77 36.37 52.00 
26 38o7 96.53 57083 40009 
27 43.2 121.90 78070 35.44 
28 4206 65020 22.60 65031 
29 42o4 .5.5.04 12 .64 77.03 
30 55 ol 168.33 113.23 32073 
31 91o0 134023 43.23 67.79 
32 82.4 97.28 14.88 84.70 
3~-- 6807 117.39 48.69 .58.52 
34 90o0 72.11 -17.89 124-.81 
3.5 7808 139076 60. 96 56.38 · 
36 78.8 143 .87 65.07 54.77 
37 69.,1 199 .51 130.41 34.63 
38 not "fl'ailable not aftilable not a'ft:Uable not available 
39 71.4 112.60 41020 63.41 
40 6605 198.24 131074 33055 
41 70o4 160.72 90.32 43.80 
42 54o9 209 .62 154.72 26019 

aA.nnual money land tax data from Table II-1, p. 51, deflated by the 
price index of Appendix A, Table A-8. 

bnata from eolmun 3 of Table I:v-2. 

ccollD!Jll 2 mi?Nie column 1. 

dcolumn l divided by column 2 and then multiplied by 100. 



support the hypothesis that the land tax collections were based on net 

revenue estimates. 
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The analysis in the section above also suggests that there may have 

been inaccurate estimates of the items upon which the net revenue 

estimates were to be based and inappropriate relationships between these 

items and actual net revenue. The existence of this situation may 

suggest that at times the taxes exceeded net revenue. Whether this 

occurred and the degree, if any, to which it occurred can be examined by 

comparing the tax and net revenue estimates and subtracting the tax 

estimates from the net revenue estimates as shown in Table IV~5. 

The results indicate that during twelve years, the land tax took 

more than 50 per cent of this combined return. Over the whole period, 

land tax collections took on the average 41.5 per cent of net revenue 

plus the return to occupant's labor. It is particularly noteworthy 

that the land tax claimErl on the average, 52.2 per cent of the net 

revenues plus return to occupant's labor between 1928-29 and 1941-42 

against 25 per cent of~ net revenues laid down in the government's 

policy (See Chapter II). 

Therefore, it can be concluded from the preceding analysis that the 

land tax collections were not based on net revenues, that the landowners 

paid 4lo5 per cent of their income (net revenue plus return to labor) 

during 1913=14 through 1941-42, and that the tax claimed not only 

economic rent but also a substantial part of return to occupant's labor 

and certainly a far greater share than the government policy laid down. 

These general findings are supportErl by similar conclusions by 

Dro Paul W. Paustin in his 1928 study of irrigated areas in the PUnjab: 



••• net surplus after paying all costs of production and 
the Government dues in the fom of water rates and land 
revenues Liand ta:x.e§] leave but a small income for the 
peasant's labor and often no return for his capital invest.. 
ment in land, implements, and cattle. Apparently the peasant 
receives little more than sufficient to permit him to carry 
on his industry on the barest minimum subsistence.2 

The effects on a tax exceeding economic rent, which might be 

expected in an under-developed country facing such a situation, appear 

to have developed in the Punjab. 

The Primary Effects of Inflexible Land Taxes 
Which Tend to Ex:ceed Net Revenue 

The existence of such a situation would probably have left land-
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owners with a paucity of choices of alternative actions on where to cut 

out-of-pocket costs so that they could pay the ta:x.. The returns to 

labor can be assumed to have been close to a subsistence level, so 

landowners could not cut consumption spending from the returns to their 

labor and paid for the taxes from their increased savings. They could 

not stop paying variable capital costs without ceasing all production; 

all they could do to meet that part of the tax which exceeded net 

revenue is meet their variable costs, includ:bg subsistence consumption, 

and then stop maintaining their invested capital (other than made in­

kind) or borrow. 

That the landowner could be expected to be drawn into some relation-

ship with moneylenders if his returns were not enough to cover at least 

his variable costs was almost certain, especially when the crop yields 

were low. The land ta:x., being inflexible, had to be paid: 

2Paul W. Paustin, Canal Irrigation i!l the Punjab (New York, 1930), 
p. 157. 



Since I have been Comni.ssioner of this Division, the Sailkot 
district, during Colonel Montgomery's regime (1888-94), had 
a Collector and several Tahsildars possessed of all the 
exceptional qualifications noted above, and yet in those years 
I cannot discover that any revenue was suspended or remitted. 
In fact, for the whole ~strict, the revenue of which is now 
fifteen lakhs Ti,500,0091, I make out that in t he last thirty 
years only Rs 6450 have been suspended and Rs 1694 remitted, 
all on account of damage done by hail. In that period there have 
been several prolonged fod.derfflmines and quite a dozen poor 
harvestso3 

Digby also described the taxes' inflexibility: 

Gurgaon was, in_1877, a district with 700,000 inhabitants ••• 
In 1877 rents Ll:JJ.nd taxei/ were raised ••• Rains failed, 
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crops were ruined, the government demand was nevertheless exacted, 
with these consequences, as officially admitted: 

At the end of five years it was found that 80,000 people had 
died; 150,000 head of cattle had perished; 2,000,000 rupees 
of debt, to pay the Government rents, incurred.4 

The landowner confronted with such circumstances had no choice; he 

was forced either to sell his land or borrow to raise cash, since non 

payment meant the immediate surrender of the land without recompense. 

This would mean the loss of any market value for his land and fixed 

capitalo Furthermore, i t is not likely, i n face of the traditional 

emphasis on land ownership at all costs, that the initial decision 

would be for sale; that would only come if future borrowing became 

impossible. 

That landowner s would first not maintain their fixed capital and 

then borr ow only t he remainder is probable in view of the lending 

pr acti ces which developed as desper ate landowners sought to retai n 

control of t heir l and o When they did borrow, it was i nevitably from 

Js. So Thorburn, quoted in William Digby, Pr osperous British India 
(London, 1901 ) P o 299. 

4rbid. , po 91. 



93 

the village moneylenders. These moneylenders not only charged high 

interest rates which varied from eighteen per cent upward, but they also 

used fraudulent practices to entrap the uneducated. peasants. Regarding 

the moneylender, it was said: 

His greed for grain, the shameless effrontery with which 
he adds 50 per cent to a debt, calls total principle, 
causes his debtor to execute a bond for that principle 
with interest at 36 per cent per annum more, a year or 
two after strikes a balance against his debtor and cajoles 
or wearies him into mortgaging to him an ancestral plot 
of good land or its produce, on the understanding -- care­
fully a,ccluded. from the deed -- that mortgagor is to remain 
in cultivating possession.5 

Whatever the cause, it appears that moneylending became so attractive 

due to the dire straits of the peasant small-holders that the mortgage 

which had been rare in the period prior to 1847 appeared in every 

village by the 1880• s. 6 Darling specifically notes: 

Mortgages amounted. to 143,000 acres a year in the first 
period ~866-187ff}, and to 212,000, 296,000, 590,000 
and 554,000 acres a year in the succeeding quinquennial 
periodso7 

The ~ Tax !..2. ~ Cause of Indebtedness: An Empirical Study. It may 

be that the land truces caused the increased indebtedness. The 

possibility that this occurred has been tested for this study by a 

multiple correlation analysis of the land tax, per capita gross income, 

and the yearly changes in agricultural indebtedness for the period 

between 1913-14 and 1935=36. The time period was selected because of 

5 Thorburn, po 37 . 

6narling, p . 173. 

7Darling, cited. in Ho Clavert, The Wealth and Welfare of the 
Punjab (Lahore, 1922), po 134. - -
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the availability of statistical data. 

It was hypothesized that agricultural indebtedness was determined 

jointly by the land tax and by the consumption needs caused by low per 

capita income. Consumption is included because it is possible that the 

consumption needs of the landowners when per capita real income fell 

could have forced them to borrow from the village moneylenders or fail 

to maintain their fixed capital. If the consumption caused borrowing, 

or vice versa, it will show up in the stati,stical technique to be used. 

The model takes the form of: 

B = a+ bT + cP 

(where Bis the annual changes in land in thousand of acres under 

mortgage, Tis the percentage of gross value of agricultural products 

paid as land tax in the preceding year, Pis the per capita income of 

the preceding year, and a, band care constants). It is assumed that 

the tax amount and per capita income, if they cause borrowing, will show 

up in the official statistics in the following year, since it is 

unlikely that the institutional arrangement will reflect these changes 

in the same year. This form of a model is used because it is hardly 

likely that the borrowing will cause changes in the land tax, since the 

tax assessment institutional arrangement has no relation to borrowing. 

8 
The model gives the following results when N = 23: 

2 2 
r 12 (B,T) = .461, r 13 

2 = .082, r 23 = .100 

2 
r 12 . 3 (B,T:P) = .419 

Assuming a linear relation among variables and joint normal 

distributions, the land tax as a per cent of output value explains 41.9 

8 2 2 2 2 r 12 , r 13 , r 23 are simple correlations; r 12 . 3 is a partial 

correlation. 
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per cent of the variation in changes in agricultural indebtedness that 

is unexplained by the level of population to be supported by the output. 

l'he latter adds only 4.4 per cent explanation, an insignificant 

addition. 

This finding is corroborated by: 

B = -35.6 + 18.37T-l.26P 

R2 = .463 

2 r 12 = .461 

The data for the years 1913-1935 reject the hypothesis at the .01 

level that new agricultural net indebtedness was not associated with 

the level of the land tax as a proportion of output value independently 

o:f; the level of population. 9 It is, therefore, concluded that the land 

tax caused indebtedness, and the farmers obtained loans on the security 

of their land. This supports the finding in Table IV-3 which shows the 

taxes exceeding net revenue, since it appears reasonable, in view of the 

effects of indebtedness discussed below, that tax payments would have 

been made from net revenues wherever possible. 

The Second Order Effects of Inflexible Land Taxes 
Which Tend to Exceed Net Revenue 

The land tax apparently provided lucrative opportunities for the 

initial monied classes to use their incomes and wealth to loan money to 

the peasants for tax payment purposes rather than to make real capital 

9the regression equation is B = -35.6 + 18.37T** -l.26P. The 
simple correlation (r12) is .679** .. and the partial correlation 
(r12.3) is .648**· A-terisks denote that the values are significant 
at . 01 level. 
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investment for thei r own property; they then eventually took over the 

land and combined it with their original holdings since, once indebted 

due to a combination of inflexible taxes and flexible incomes, farmers 

were usually caught in the vicious circle of high interest and low 

prices and were ruined beyond redemption as successive]¥ larger borrow-

ings were required t o pay the debts coming due. Furthennore, the 

indebtedness had side effects . The mortgage usually required the 

indebted farmers to sell their crops to the moneylender to liquidate 

their debts .10 The value of t he crop was credi tad to the farmers at 

the price prevailing at the harvest time, a price 'Which was necessarily 

low owing to all the produce being thrown on the market at the same 

time. The prices usual]¥ rose immediately thereafter, giving a rich 

reward to the moneylender-speculator.ll The result was the continued 

loss of peasant landholdings after a period of impoverishment and 

capital consumption and a subsequent move to tenant and laborer 

relationships with the land as it was taken over or sold in payment of 

accrued debts. Said S. s. Thorburn of the years he spent as a tax 

official: 

During those years I watched the growth of what I have 
called :,our system. " I saw famizy after fami.zy enmeshed 
by it Ldeb!t] and gradually sink under it, until finally 
they ret ained but a precarious tenant- right over their 
lost f ields ••• 12 

A possible example of this effect is presented i n Table IV-6. It 

indicates t hat there was an increase in total farm area owned by owners -

lOTrevaskis, The Punjab of Today, II (Lahore, 1932), p. llO. 

llibid. 

12Thorburn , "Agricol a Redivivus" , The Asiatic Quarterly Review, 
XXXII (Juzy, 1901 ), p. 63. 
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of 50 or more acres at the expense of almost every other class of owner. 

Size 

Under 1 acre 
1-3 acres 
3-.5 acres 
.5 ... 10 acres 
10-l.5 acres 
1.5-20 acres 
20-25 acres 
2.5-50 acres 
Over .50 acres 

Total'. 

TABLE IV ... 6 

SIZE OF FARMS, 1925-1939a 

Percentage of Total 
Farms 

1925 1939 

17.9 20.2 
2.5 • .5 28.6 
14.9 14.9 
18.0 16.9 
8.2 7.3 
4.3 3.6 
2.7 2.2 
4 .. 8 3o9 

~ 2.4 
99.8 

Percentage of Total'Area 
Cultivated by Farm Size . ·. 

' 1925 ' 1939 

1.0 0.8 
4.4 .5.2 
6.6 6.2 

1.5.1 13 •. 1 
11 • .5 9~1 
8.4 7.2 
6.8 5.6 

20.4 14.8 
~ 38.0 
99.9 99.9 

asir William Roberts and Kartar Singh, !, !e, Book .2! Punjab 
Agriculture (Lahore, 1951), pp • .512-.513. 

The increase in tenancy is reflected in Table IV-7. The data in 

the table suggest that the land area cultivated by tenants increased 

approximately 28 per cent between 1901-02 and 1936-37, whereas the 

number of farms rented to them. increaseq. by 40 per cent within the 

same period. Thus, the consolidation of ownership appears to have 

resulted in even smaller parcels of land being farmed than were being 

farmed prior to the consolidation. 

The assignment of taxes at levels which would appear to lead 

inevitably to the indebtedness and subsequent loss of land by the land-

owners provoked violence. At one point, the taxes so exceeded the 

ability of the small landowners to ob-ta.in cash with which to pay that an 

arbitrary increase in the land tax sparked an unsuccessful revolt of the 



Year 

1901 
1906 
1911 
1916 
1921 
1926 
1931 
1936 

TABLE IV-7 

CULTIVATING OCCUPANCY OF !AND -- NON-OWNERS, 1901-1936a 

Number of Tenant 
Occupied Fanns 

5,162,498 
5,377,409 
5,521,367 
5,798,218 
5,914,102 
6,235,003 
6,808,814 
7,142,093 

Acreage Rented 
to Non-owners 

13,631,164 
14,025,970 
14,812,531 
14,832,884 
15,653,794 
16,467,848 
16,6)3,722 
17,644,359 

. aRai, Agricultural Statistics of the Punjab 1938-39, p. 14. 
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Punjab peasantry.13 In the House of Commons, in England, the small body 

of ex-officials of Indian Civil Services assured the Secretary of 

State that the cause and the sole cause of the disorder was agrarian,14 

in other words, that the people of the Punjab were intensely incensed 

by the continued enlargement of the land tax. The Secretary of State 

and the Punjab Government were not prepared to accept the charge, 

however, and called the uprising a sed;i.tion.15 The judge who acquited 

the alleged sedition leaders took note of the cause of the disorders in 

his decision: 

Mr. Guardasram urged the people to appeal_to the Government 
in regard to the enhancement of revenue Lincreased land taxe§}', 
and we have important facts that as a result of the meeting a 
memorial to His Honour the Lieutenant Govegnor regarding the 
enhanced assessment was actually drafted.1 

13c. J. O•Donnell, The Causes of Present Discontent in India (2nd 
Impression, L:>ndon, 1908r;-pp. 92-9"5°: ~ 

14rbid. , p. 94. 

15Ibid. 

16Ibid., p. 101. 
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The Government officials, however, continued to rationalize. their use of 

the land tax both in concept and in absolute size. 

British officials trequently cite figures to prove that the 
burden is lighter than it was in the old days of native 
rule ... But there is a difference. The Indian rulers were 
usually paid in kind on the basis of each year's harvest. 
They shared the peasant's prosperity, but they also suffered 
with him in his periods of adversity. The burden was heavier, 
but it was more equitably distributed.17 

Probable Production and Price Effects 
of the 1849-1947 Punjab Land Tax 

The initial effect of the land tax on agricultural prices and pro-

duction in the 1840's may have been lower prices and more total production 

as the marginal costs were reduced. In the long run, this effect dis-

appeared when the tax became a part of the long-run marginal cost. The 

production-increasing effect in the long run, however, could conceivably 

have beeri cbntinued due to more intehse,Us~ of labor as the size· of. farms 

declined; since it is possible to believe that the additional labor 

would not have been added if their marginal physical product were zero 

or below, the additional labor would have been expected to have, other 

things being equal, the effect of raising total production. A tendency 

toward increased production should have the effect of lowering prices; 

however rising demand or the effects of the increases in fixed costs 

caused by increases in the land tax liabilities counteracts this trend. 

A trend toward land consolidation may appear to. favor increased produc-

tion by permitting larger and more efficient farms, unless the former 

owners continue their ancient practices as tennants. 

17 smith, pp. 173-174. 
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However, other things were probably not equal. Tending to offset 

these effects is the possibility that decreased amounts of capital.may 

have been available in the long run~ There are reasons to believe that 

this off-setting lack of capital effect may have occurred.· First, the 

farms may have been decapi tali zed by the prior owners during a futile 

period of attempting to hold on to their land in the face of ·high levels 

of land taxation and the obvious perils of indebtedness. Second, 

peasant landowners, even if not in debt, had constant cash tax: liabili-

ties and thus, when confronted with uncertain levels of production and 

prices, they may not have dared to undertake any fixed commitments for 

capital which would require future tax: payment at a time when they might 

have no cash. Third, the new, large landowners may have had no interest 

in making real capital investments on their increasing landholdings in 

view of the more lucrative returns they could receive from m.oneylendi.ng: 

e • • the rarest figure in the modern Indian countryside has 
been a genuine capitalist producer -- that is a producer who 
invests capital in agriculture and strives to secure a 
maximum profit primarily from. the efficiency with which he 
handles his labour force and his land in productive process~ 
Rather, the fJ?i'iJ;. Indian landowners have found rent and usury, 
as opposed to capitalistic profits, easier, safer, more 
congenial, and more luerative.18 

Table IV-8 below contains per-acre production data for wheat for 

irrigated and 1.mrrigated areas for the Punjab from 1906.,,,7 to 1935-36. 

Index numbers based on a ten-year moving average of wheat production per 

acre have also been constructed to show the trends of productivity. The 

data support the contention that decapitalization may have occurred, 

since the production trend on unirrigated areas shows a slight but 

18Thorner and Thorner, po lll. 
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TABLE IV-8 

WHEAT PRODUCTIVITY TREND, 1906~07 to 1935-36a 

Irrigated Areas Unirrigated Areas 
Yield 10 Years Yield 10 Years 
Per Acre Moving Average Per Acre Moving Average 
Lbso (a) Indax Number (b) Lbs. (c) Index Number ( d) 

,1l ,2 2 Ln '4l 
1906 ... 7 759 489 

8 876 375 
9 992 567 
10 1061 652 
11 1005 100 . 670 100 
12 1032 101 559 97 
13 972 102 454 99 
14 922 102 512 97 
15 936 102 623 95 
16 762 100 238 87 
17 850 102 ;38 88 
18 993 101 500 91 
19 959 102 445 93 
20 1101 100 562 88 
21 774 101 248 92 
22 1193 102 594 94 
23 889 99 605 92 
24 1021 99 602 91 
25 795 99 410 92 
26 879 101 478 96 
27 947 98 420 92 
28 694 98 434 90 
29 957 97 382 86 
30 1064 98 577 87 
31 959 99 472 87 
32 905 416 
33 933 459 
34 872 400 
35 945 493 
36 948 467 

. a~ta in columnsl and 3 (yield per acre) have been computed from 
absolute figures given in Rai, Agricultural Statistics of the Punjab 
1901~2 to 193i,~, p. 61. 

gradual decline over a thirty year period. The yield per acre on 

irrigated areas is fairly constant and did not increase. Had th.ere been 

no irrigation, it is likely that the productivity trend in this area 
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might also have been declining in conformity with the unirrigated, fields. 

A possible explanation for the almost constant yield in unirrigated 

areas is that the increasing population in the rural sector might have 

been employed and the fields intensive1y cultivated. 

Data presenting similar results are also found in Table IV-9. This 

table contains data on the GVAP per acre. The data are presented in 

constant money units both annually and in terms of a ten-year moving 

average. They indicate that real production for the period from 1913 .. 14 

to 1941-42 for all crops per cultivated acre remained almost constant 

for twenty-eight years despite the increased application of labor. 

The possiple decrease in eapi tal suggested by the absence of 

production increases fits neatly with the analysis above 'Which suggested 

that land taxes may have exceeded net revenues and. resulted in indebted­

ness or decapi tallzation; had production risen, the initial analysis of 

taxes and net revenue would not have fit the circumstances brought out 

in this section. 
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TABLE IV-9 

VALUE OF AGRICULTURAL PRODUCTS PER ACRE (IN 1913-14 PRICF.5) 
1913-14 THROUGH 1941-42 

Year 

191)-14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
2.5 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

, , ,; · Value o · Agricul­
tural Production 
Per Acrea 

1 

21.55 
23022 
17.25 

· 19.63 
22.15 
23.38 
25.,63 
18.07 
23.77 
23.73 
24 .. 56 
19.71 
20.57 
21.33 
19 .. 53 
19 .. 04 
22 .. 75 
21 .. 75 
20,,36 
2lo22 
19 .. 41 
22001 
21083 
23.,44 

NA 
21.23 
23.95 
22022 
23.,81 

asee Appendix A-5, column 3. 

hCoqmtaa:··~·o·- in column lo 

'!'en-year 
Moving Averag.e 
of GVApb 

2 

21.83 
22.14 
21 .. 79 
22.12 
22.29 
22.08 
21 .. 59 
21.31 
21.67 
21.33 
21.08 
20 .. 56 
20 .. 80 
20.,92 
21.13 
21.30 
31 .. 79 
21 .. 74 
21-,95 



CHAPrER V 

SUMMARY AND CONCLUSIONS 

The land tax has been a.major s-ouiee of tax revenues in the Punjab 

region of India for many years. The pr-esent form of the tax was 

developed from 1849-19!"7. The tax system and the structure of the 

economy it falls upon retain. today the same form they had d1;1.ring those:. 
1,·· .,:.1.'.·" 

years. 

Despite the importance of th-e tax and the usefulness of .examining 

the past in order to obtain some insight into the -pr-esent, a,. sea;rch of .. 
the literature reveals that no detailed studies of th-e-taxhave ever 

been made to analyze its operation arrl impact on agricultural production. 

This study, which has made such an evaluation in an effort to partially 

fill the gap left by the previous la.clc of scrutiny, was undertaken. in. 

the hope that it would help explain and measure the influence .. of. one of. 

the :major factors which have shaped the present state of. the Punjab. 

economy. The study is thought to be particularly ·appropriate because. 

the tax and economic circumstances in the pe;riod being.-analyzed are. very 

similar to those which exist at the present time and because the tax wa.s 

a major factor in shaping the present economic circumstance'Se 

The general character of the r-egion and the pre-1849 tax. systen in 

the area were described in order to provide the background needed for 

understanding of the 1849=1947 taxo A detailed description of the 

procedures used to assess and collect the tax followed; it was shown that 

104 
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various administrative changes were put into effect through the years, 

but that the general nature of the tax assessment and collection 

procedures remained unchanged. This was followed by a discussion of 

theoretical considerations which were related to the tax concepts and 

practices. Finally, effects of' the tax as it was designed and as it .was 

actually used were identified and analyzed. 

The analysis suggests that the data lack sufficient reliability for 

modern statistical testing; it also suggests that. the. legal relationship 

of the land tax to net revenue of' the land. was largely ,:i..enforoed. In 

fact, actual taxatic;m seems to have been left to the ability of' the tax 

collector to raise as much as politically feasible, even to the. point 

where tax collections m~ have exceeded any apparent. net revenue. A 

major effect of the tax seems to hav,e been that it periodically forced 

the peasant landowners into the hands of the moneylenders in an. effort 

to stave off the loss of the land fornon.payment of' taxes. Then, once 

entrapped in the high interest rates and low prices which this, brought, 

it appears that many went under, and all or part of their land was then 

sold. 

The initial monied class apparently was able to make handsome 

profits with high rates of interest, then acquired the land as the 

original owners were forced to give it up. Thus, some landholdings .. got 

smaller and some got larger.. It is probable that the land was forced 

into liquidation after all other measures to raise revenues including 

capital consumption had been exhausted. Furthermore, it appears that 

when the decapitalized land was combined in, larger holdings, no, capital 

was added by the new owners because of the high profits from. putting 

· money into alternatives, such as money lending. Furthermore, it appears 
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that instead of operating larger, more efficient farms, the large 

holdings were broken into even smaller farms and rented. to tenants. 

Thus, the average size of each farm fell,even though more large land­

owners developed, tenancy increased, and capital was consumed and not 

replaoedo It is not surprising, therefore, that production per acre did 

not climb during a substantial portion of this period of time,even 

though the number of rural residents, and thus the supply of agricultur­

al labo:r~ roseo 

Since the tax, the economy, and the economy's institutions remain 

intact today, this situation may be continuing. It is reasonable to 

expect that the same effects are going on at the present time. Since 

the population is growing and the use of the tax in the past apparently 

adversely affected production, there is reason to hope that the current 

governm~nt of the Punjab will not wait another 116 years before 

determining the desirability of making substantial reformso 
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Appendix A 

DERIVATION OF ANNUAL ESTIMATES OF AGRICULTURAL NEl' 
REVENUE IN THE PUNJAB, 1913-1914 

~ Gross Value of Agricultural Production !!l 1913-14 Rupees. 

The GVAP in 1913-14 rupees on all acreage under cultivation in the 

Punjab was obtained in the following manner for each year. 

l. Estimates of each year's total annual production for each of 

the Punjab• s ten n,iajor crops were available (See Table A-1). 

2. These estimates for each year were then multiplied by each 

crop's 1913-14 (base year) harvest-time fal'l!ler-selling-to­

wholesaler prices shown in Table A..:3. These prices were used 

because they were the onE;1s which the settlement officers were 

supposed to use when they calculated the GVAP. 

3.. The ten resulting individual crop values of production for 

each year were then summed to get each year's total gross 

1913-14 rupee value of production on the 75-80 per cent of the 

acres covered by the ten major crops (See Table A...4). 

4o This 7.5-80 per cent total value Mas then filled out to yearly 

estimates of the total gross 1913-14 rupee value of production 

on all acreage under cultivation in each year. The filling out 

to 100 per cent of the value of production on .land under 

cultivation was accomplished by: first,. dividing the 75-80 

per cent total value by the sum of the acreage under the ten 

ll2 
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main crops; second, the resulting per acre average values of 

production for the acreage planted in the major crops was 

assumed to apply to all the land under cultivation in crops 

other than the ten major crops; third, the total acreage under 

cultivation mas multiplied by the per acre gross deflated 

values of production to yield a total gross deflated value of 

production estimate for all land (See Table A-5). 

~ .2! Production. 

The estimates of the annual total cost of QU.ltivation in 1913-14 

prices exclusive of the return to the occupant• s labor, were compu~ed 

in the following manner: 

1. Data on the average per acre costs of ca.pi tal a.nd hired labor 

used in Punjab agriculture are available for 19.56-.57 in money 

terms (See Table A-,10). 

2. The money costs per acre were reduced to 1913-14 terms by 

dividing them by a weighted price index of a.g:ricultural pro­

duction index numbers, i.e. 21500 88/.543.68 = 396 (See 

Table A.,,,9). 

3. The capital and hired labor costs per acre were assumed to be 

constant from 1913-14 to 19.56 ... 57 o The other assum:ptions made 

in the computations of the cost are: 

(a) Costs which vary with the output per acre (irrigation, 

seed, and fertilizer) are small in proportion to other 

costs such as bullock powero 

(b) Bullock power (the main cost: .52 per cent), seed, 

fertilizer, machinery, irrigation charges, the need for 



artisans, and hired labor all vaey with the acreage 

planted. 

(c) The price of the various cost items varies with the 

general level of agricultural priceso 

( d) The technology has not been much different. over the 

period from 1913, especia~ in regard to bullock use. 

(e) Overhead cost.:· are small yearly, and such capital has 

little salvage value .. 
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4. The total 1913-14 rupee capital and hired .. labor. costs of 

production in 1913-14 for the Punjab for the years covered bl 

the study were obtained by multiplying the per acre ~913-14 

rupee costs by the number of acres s~ (See Table. A-ll). 

Weighted Price Index. 

used: 

To ol;>tain the weighted price index, the following procedure was 

(a) The annual harvest prices of the ten n,.a.in crops from 1913-14 

were -available (See Table A..6) o 

(b) The estimates of eaoh year's total annual production for each. 

of the Punjab's ten major crops were multiplied by eaoh crop's 

annual harvest price~ The ten jesult.ing individual crops 
., ;~·f .. 

value of production in current rupees for each year was then 

summed to get the year• s total money value of production on 

(the 75-80 per cent of the acreage covered by the ten major 

crops (See Table A-7). 

( c) The weighted pri oe index was finally' obtained by dividing the 

,total current value of each year• s ten major crops by the 
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total value in 1913-14 rupees of the same Qrops for each year 

of Table A .. 4, column 11. The result is stated in Table A-8. 
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TABLE A-1 

ANNUAL PaCDUCTION DA.TA OF THE TEN MA.IN CROPS 1913-14 TO 1941-42a 

Rice Wheat Barley Jowar Bajra 
Year Thou. Tons Mill. Tons Thou. Tons Thou. Tons Thou. Tons 

(1) (2) (3) (4) (5) 

1913-14 369 2,8 288 119 302 
15 356 3.4 377 118 346 
16 368 2.2 228 109 150 
17 591 2.6 286 120 514 
18 478 3.2 424 59 312 
19 354 2.6 '.333 43 105 
20 515 3.4 378 200 446 
21 419 2.0 103 105 199 
22 414 3.6 297 171 391 
23 445 3.2 365 118 424 
24 444 3.5 410 132 395 
25 436 2.6 253 115 362 
26 492 2.9 218 100 278 
27 432 2.9 234 107 363 
28 465 2.3 217 126 333 
29 429 3.1 267 90 247 
30 496 3.8 263 90 282 
31 489 3.1 161 75 . 434 
32 419 2.8 161 96 460 
33 444 2.8 150 ll7 326 
34 .527 2.8 148 77 377 
35 448 3,0 168 102 355 
36 465 3.1 17.5 89 390 
37 541 3.4 206 123 361 
38 not available 3.7 206 89 239 
39 466 3.2 151 69 218 
40 442_ 3.8 260 64 244 
41 463 3,3 219 98 477 
42 4,58_ 3,9 227 94 443 

aData in column 1 have been taken from Rai, Agricultural 
Statistics of the Pun.jab 1901-.02 !:.2_ 1935~36, p. 60; Agricultural 
Statistics of ~ Pun.jab 1936-37, p. 3; Agricultural Statistics 2!, ~ 
Pun~ab 1938-39, p. 3; Agricultural Statistics 2f the Pun.jab 1939-40, 
p. ~; and Agricultural Statistics .2! !:h2_ Pun.jab 1240-41 to 1943 ... 44, p. 8. 
Data in columns 2 =- q are from W. Burns, Technological Possibilities 2f 
Agricultural Develog11e~ of India (Lahore, 1944), pp. xxii-xli. 
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TABLE A-1 (Continued) 

Rape and 
Maize. Gram Mustard Sugar Cotton 
Thou. Tons Thou. Tons Thou. Tons Thou. Tons Thou. Tons 

(6) (7) (8) (9) (10). 

441· 578 167 .326 9.3 
283 1289 188 268 74 
464 454 146 278 '.30 
461 856 164 '.352 54 
319 1509 196 4.37 48 
399 465 116 29'.3 7'.3 
496 l009 178 428 111 
346 ;61 94 315 93 
380 1143 234 278 49 
391 1510 241 414 64 
.369 1116 196 418 102 
'.336 1149 209 .330 142 
'.311 760 125 '.30.3 141 
346 1199 147 '.349 9'.3 
425 858 1.50 '.381 92 
'.347 726 162 289 94 
'.397 763 1.51 204 125 
412 910 141 302 119 
380 1080 184 368 96 
348 894 151 444 99 
288 1.385 1.31 364 166 
412 798 101 326 169 
382 954 113 360 220 
.392 953 154 466 260 
406 640 105 389 204 
384 375 110 229 197 
405 499 148 318 182 
448 700 l?? 4?0 217 
463 649 157 412 219 
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TABLE A-2 

ANNUAL ACREA.GE UNDER TEN MAIN CROPS 1913-14 TO 1941-42a 

Rice Wheat Gram Barley Jowar 
Thous. Mill. Mill. Thousand Thous. 

Year Acres Acres Acres Acres Acres 
(ll {22 (2l (4l L~l 

1913-14 aoi-· 8.5 2.8 970 1248 
15 794b 9.9 5.2 1308~ 1276b 
16 746b 9.0 3.7 1040 1001b 
17 1064 9.5 5.1 1153 1494 
18 1004 9 .. 9 6 .. o 147.5 825 
19 737 7.7 2.0 865 653 
20 963 8.8 4.1 1204 1020 
21 921 7.8 2.2 631 922 
22 821 8.8 .5.1 1112 1214 
2'.l 929 9.6 5.4 1173 .. 951 
24 885 9.,7 4.2 1246 985 
25 780 9.7 5.7 936 1.054 
26 968 9.5 3.7 804 923. 
27 884 9,4 4.7 767 ~3· 
28 941 9.0 4 .. 1 835 1025. 
29 884 10.0 4.,2 1340. 949 
30 975 10.0 3.2 921 1108 
31 977 9.3 4.1 656 890 
:,2 799 9el 5e5 629 1014 
33 978 806 3.9 618 1113 
34 1035 9.8 606 709 875 
35 956 9.0 3.6 612 843 
36 971 9.3 4.7 666 ·. 821 
37 1039 9.4 4 .. 9 740 ·928. 
38 not available 9.9 3.8 777 .. 838 
39 977 9.5 2.3 575 878 
40 951 9.6 2 .. 4 730 778 
41 892 9.9 3o5 799 877 
42 1100 10 .. 0 3.,5 · 804 772 

aData in columns 1 through 10 are from the same sources as 
Table A~l .. Data in column 11 have been obtained by summation of figlU'es 
in columns l through 10. 

bNot included in column 11 for lack of comparable data. 
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TABLE A-2 (Continued) 

Rape and Total Area Un-
Bajra Maize Mustard Sugar Cotton der Ten Main 
Thous. Thous. Thous. Thous. Thous. Crops ( in Mi 11 .. 
Acres Acres Acres Acres Acres Acres 

(6) (Zl (8l (22 (10} ~lll 

2829 1082 1003 411 1826 21.47 
2738 1047~ 1047 366 1688 . 20 .. 94 
1908 ll84 ll29 347 827 16.91 
3033 1270 1016 414 1065 25.11 
2543 1219 1259 503 1643 26.37 
1562 ll51 660 474 1418 17.22 
2675 ll56 891 482 2071 23.36 
2422 1063 S8j 457 1957 18.96 
3323 lll2 1464 373 ll49 24.47 
3119 1123 1286 497 1273 2.5.3.5 
2850 10.50 1141 483 1749 24.29 
2585 922 1269 396 2326 25.67 
2563 931 752 390 2702 23.23 
2692 975 913 448 2.524 24 .. 29 
2718 108.5 9.51 499 1841 23.00 
2480 1048 1722 401 2.509 25 .. .53 
336.5 ll42 1074 307 2209 24.30 
3236 1095 888 426 2164 23.73 
3233 1004 1150 475 2160 2.5006 

· 3403 1034 ll.58 558 1890 23.1.5 
3356 1056 1099 466 2449 27.45 
3043 ll36 673 462 23~7 22067 
3018 1091 705 474 2803 24055 
2851 1078 982 554 2909 25.38 
2615 1103 740 510 3136 not available 
2641 lllO 650 354 2902 21.89 
3061 1143 1107 417 2641 22.83 
3863 1144 1335 549 2669 2.5.53 
3705 1188 1023 458 2801 25035 



TABLE A-3 

1913-14 HARVEST PRICES FOR THE TEN MA.IN CROPS 

Crop 
Price Per Ma.und (82 '2/7 LbQ )a 

Rupees Annas 

Rice 2 
Wheat 3 
Barley 2 
Jowar 2 
Bajra 2 
Maize 2 
Gram , 2 
Rape & Mustard . \ 5 
Sugar 4 
Cotton 6 

1 

7 
2 
6 

- 10 
6 
6 

- 15 
8 
2 

- 11 

Pr:l~Per Ton° 
Rupees 

2 

66.35 
85e07 
64065 
71.46 
64.65 
64.65 
79.97 

149.72 
112.29 
182.05 

aRai,, Agricultural Statistics of ~ Pun.jab 1901-02 i2, 1935~36, 
P• 108. One maund is equal to 82 2rf pounds. Sixteen annas. are equal 
to one rupee e 

2240 
bcomputed by multiplying price of column 1 by ~ 2/7. One ton 

equals 2240 pounds. 



TABLE A-4 

ANNUAL ESTIMATED VALUE OF THE TEN MA.IN CROPS, 1913-14 TO 1941-42a 
(MILLIONS OF 1913-14 RUPEES) 

Rice Wheat Barley Jowar Bajra 
66035 85.07 · 64.65 71.46 64.6.5 
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Year Per Ton° Per Ton°· Per To:rf PerTon° Per Ton° 
(1) (2) (3) (4) (5) 

1913-14 24.48 238.20 18.62b 8 • .50 19 • .52 
15 23.65~ 289.24 24.37b 8.43b 22.37 
16 24.41 187.15 14.74 7.79b 9.70 
17 39.21 22lol8 18 • .50 8.58 33023 
18 3L72 272.22 27.41 · 4.22 20.17 
19 23.49 221.18 21 • .53 3.07 6079 
20 34 .. 17 289.24 24044 14.29 28.83 
21 27.80 170.14 6.66 7 • .50 12.87 
22 27.47 306.2.5 l9o20 12.22 2.5 •. 28 
23 29 • .53 272.22 23.60 . 8.43 27.41 
24 29.46 297.7.5 26 • .51 9.43 2.5 • .54 
2.5 28.93 221.18 16.36 8.2? 23.40 
26 32.64 246.70 14.09 7.1.5 17.9? . 
27 28.66 246.70 1.5.13 7.6.5 23.47 
28 3008.5 19.5.66 14.03 9.00 21.53 
29 28.46 263.72 17.26 6.43 1.5.97 
30 32091 323 .. 27 17.00 6.43 18.23 
31 32 .. 4.5 263.72 10.41 :5.36 28.06 
32 27.80 238.20 10.41 6.86 29.74 
33 2904.5 238.20 9.70 8 .. 36 21.08 
34 34.97 238.20 9 • .57 .5 • .50 24.37 
35 29.72 255.21 10.86 7.29 22.9.5 
36 3008.5 263.72 ll.31 6.36 2.5.21 
37 3.5090 289.24 13.32 8.79 23.34 
38 not available 314.76 13.32 6.36 · 1.5.4.5 
39 30.,92 272.22 9.76 4.93 14.09 
40 29.33 .. · 323.27 16.81 4o.57 1.5. 77 
41 30.72 280.73 14016 7.00 30,,84 
42 30.39 331.77 14.68 6 .. 72 28.64 

acomputed from production data given in Table A ... l and price data 
given in Table A-3. The yearly crop production has been multiplied by 
its 1913-14 price and then the annual values of all crops hasve been 
summed in column ll. 

;.'·-"•:c'' 

bNot included in total column 11 for lack of other comparable data. 

0Price per ton is expressed in rupees. 



122 

TABLE A-4 (Continued) 

Rape and 
Maize Gram Mustard Sugar Cotton 
64.65 79.,97 149.72 112.29 182.05 
Per Tone Per Tone Per Tone Per Tone Per Tone Total 

(6) (7) (8) ... ,.9) (10) · (11) 

28.51 46.22 25.00 36.61 16.93 462.59 
18.3ob 103.08 28.15 30.09 13~47 486.40 .· 
30.oob · 36.31 21.86 31.22 5.46 291.70 
29.80 68.45 24.55 39.53 9.83 492.86 
20.62 120.67 29.35 49.07 8.74 .584-~19 
25.80 37.19 17.37 32.90 13.29 402.61 
32.07 80.69 26.65 48.06 20.21 598.65 
22.37 28.87 14.07 35/37 16.93 342.58 
24 .. 57 91.41 35.03 31.22 8.92 ,581.57 
25.28 120.75 36.08 46.49 11.65 601.44 
23.86 89.25 29.35 46.94 18.57 596.66 
21.72 91.89 31.29 37.06 2.5.85 .505.90 
20.11 60.78 18.72 34.02 25.67 477.85 
22.37 95.88 22.01 39.19 16.93 517.99 
27.48 68 .. 61 22.46 42.78 16.75 449.15 
22.43 58.o6 24.25 32.45 17.11 486.14 
25~67 61 .. 02 22.61 22.91 22.76 552.,81 
26.64 72.,77 21.11 33.,91 2lo66 516.09 
24 .. 57 86.37 27 .. 55 41.32 17.48 510.,30 
22.50 71.49 22.61 49.86 18.02 491.28, 
18.62 110 .. 76 19.61 40 .. 87 30.22 532.69 
26.64 63.82 15.12 36.61 . 30.,77 498.99 
24 .. 70 76.29 16.92 40 .. 42 40.05 535.83 
25.34 76 .. 21 23.06 52.33 47.33 594086 
26.25 51.18 15.72 43.98 37.14 not ,-available 
24 .. 83 29.99 16.47 25.71 35.86 464.78 
26~18 39.,91 22.16 35.71 33.13 546.84 
28.96 55.98 26 .. 50 52.78 39.,50 567 .. 17 
29.,93 51.,90 23.51 46.26 39.87 603.67 



TABLE A-5 

ANNUAL ESTIMA.TED VALUE OF AGRICULTURAL OUTPUT OF ALL CR.OPS 
FR.OM 1913-14 TO 1941-42 

Total Value 
Total Value Total Acreage Farm ot the Farm 
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of the Ten Under the Ten Output Total Area Output (mil-
Main Crops Main Crops Per Acre Sown (mil- lions of 
(millions of (millions of (1913-14 lions of 1913-14 

Year 1913~14 rupees)a aores)b rupees)e aeres)d rupees)9 . 

c1> (2> (3) . (4) (5) 

1913-14 462.59 21.47 21.55 27..'.3 588.32 
15 486.40 20.94 23.22 31.7 736.07 16 .. 291.70 16.91 17.25 25.9 446078 
17 492.,86 25.11 19.63 31.7 622.27 
18 584.19 26.37 22.15 32.9 728.74 
19 402.61 17.22 23.38 21.9 512.02 
20 598.65 23.36 25.63 29.1 745.83 
21 342.58 18 .. 96 18.07 24.6 444.52 
22 581.57 24.47 23"77 Jl.O 736.87 
23 601.44 25.3; 23.73 31.8 754.61 
24 596.66 14.29 24.56 30.6 751.54 
25 505.90 25.$7 19.71 31.7 ,624.81 
26 477085' 23.!3 20 • .57 29.$ 610,93 
27 5J.7.99 24.29 . 21 .. 33 30~4 648 .. 43 
28 449 .. 1.5 23~00 19.53 29 .. 5 576.14 
29 486 .. 14 25.,53 l9o04 32.0 609.28 
30 552.81 24.30 22 .. 75 31.0- 705.25 
31 516009 23.73 21 .. 75 30 .. 3 659.,03 
32 . 5100:30 25.06 20.36 32~0 651.52 
33 491028 23 .. 15 21.22 30 .. 1 638 .. 72 
34 532 .. 69 27.45 19.41 34.5 .. '669.65 
35 498 .. 99 22.67 22.01 29.8 655.90 
36 535.83 24.55 21.83 31.9 696.38 
37 594.86 25.38 23.44 32.6 764.14 
38 na na na na . na 
39 464 .. 78 21.89 21.23 28.8 611.42 
40 546.84 22.83 23.95 29.9 ?l.6.11 
41 567 .. 17 25 • .53 22.22 32 .. 8 . 728.82 
42 603.67 25 .. 3.5 23.81 32.3 769 .. 06 

airablfi! A-4 column 11. 

birable A-2 column 11., 

0column 1 divided by column 2. 

·:(:;:; 
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TABLE A-5 (Continued) 

dRai, Agricultural Statistics .2! ~ Pun.jab 1901-02 ~ 1935-36, 
P• 100, Agricultural Statistics of the Pun.jab 1936-37, P• 5, A.grioultur­
~ Statistics .2! ~ Pun.jab 1938-39, p. 8, Agricultural Statistics of 
~ Pun.jab 1939-40, po 6, Agricultural Statisr,ics of ~ Pun.jab 1940-
!!:l, to 1943-44, P• 19. 

ecolumn 4 multiplied by column J. 

naYea.r 19)8: na indicates no statistics,availa.ble. 
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TABLE A-6 

ANNUAL HARVEST PRICES OF THE TEN MAIN CROPS 1913-14 TO 194l .. 4z8-
(RUPEES PER MAUND OF 82 2/7 POUNDS) 

Rice Wheat Barley Jowar Bajra 
!ear RA R'A RA RA RA 

1913-14 2-7 3 .. 2 2-6 2 ... 10 2-6 
15 na. 3-8 na. )la:,, J-.4 
16 na 3-5 na. ,,·:na: , 3-12 
17 2-7 3-10 2-8 2-14 2-13 
18 2-10 3-15 2-10 J .. () 3 ... 2 
19 4-2 5-9 4-0 7-7 6-14 
20 4-6 4-15 '.3-10 4-9 5-6 
21 4-9 6-10 5-0 4~13 6-2 
22 5-0 5-12 3-1'.3 5-12 6-10 
23 '.3-3 3-12 2-3 3-0 3-5 
24 3 .. 0 3-11 2-6 2-8 3-0 
2,5 3-8 5-3 3 ... 7 3-0 3 .. 10 
26 3-12 4-15 3-8 4-5 4-12 
27 3-10 4 .. 8 3-3 3 ... 10 3-14 
28 3 .. 8 4-6, 3-3 '.3-3 3 .. 13 
29 3-13 4-6 3 ... 7 4-7 5-3 
JO 3-.4 3-2 2-5 4-2 4-1 
3;t 1-12 1-9 1-5 1-12 1-12 
)2 1-11 2 ... 1 1-7, 1-10 1-10 
33 2-2 2-11 2 ... 0 2-1 2 .. 5 

, 34 1-11 2-2 1-7 1-11 1-11 
35 '1-12 2-4 1-9 1-11' 1-12 
36 2-1 2 ... 6 , 1-10 2-0 2-2 
37 2 ... 2 3-0 2-0 2-.4 2-6 
38 na na. ·na. na .na. 
39 1-15 2-6 2-0 2-6 2-6 
40 2-5 2-11 2-3 3 .. 0 3 .. 1 
41 2-7 3 ... 0 2-1 2-11 2-9 

· 42 3-14 4-15 3 .. 10 3-8 3-10 

'; ,.,,_a.Rai, ~gricu.lt'\lral Statistics .2!, ~ ~un.1ab 1901-02 :!:2, 1935 ... 36, 
P• Mtf, Agr:i.cu.ltural Statistics g!. the Pun:!lib 1938-39, PP• ·8-9, 
Agricultural Statistics g!. ~ Pun.jab 1~:t O, PP• 10-11, Agricultural 
Statistics g!. ]h! Pun.jab 1940-.41 ~ 194( , p. 27. i and ~ stand for 

· r'\lpees. and anna.s respectively 'While rui,. represents not -available. 
,·. . 
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TABLE A-6 (Continued) 

" •.: ~T'"•!!,:1\lt.0 

Rape.and 
Maize G:ram Maatard Sugar Cotton 

RA RA . 'RA RA . RA 

2-6 2-15 5-8 4-2 6-ll 
na 2 .. 12 4-6 4-5 4-4 
na 3-0 4-4 5-13 6-9 
2-12 2-15 4-2 5-0 8-10 
3-0 3-1 4-7 5-l 12 ... 1 
4-14 5-9 10~7 7-14 14-14 
4-7 4-13 9-9 7-9 13-5 
4-ll 6-5 9-7 9-1 8-7 
6-J 4-14 7-2 9-7 9-14 
3-0 2-13 6-0. .5-12 10-14 
2-8 2-12 6-8 5-8 16 ... 3 
3-5 3-11 7.10 6-11 13-5 
4-9 4-2 7-15 7-2 10-2 
3-10 3-14 7-10 5 .. 15 7-14 
3.,.7 3-13 7-3 5-6 10 ... 13 
J-9 4-12 7-0 6-2 10-0 
3-6 · 3-12 5-12 6-5 6-5 
l-7 -l.•14 3-13 4-2 4-8 
l-8 1-13 3-8 3-13 5-.7-
2 .. 7 2-4 3-8 2 ... 12 5 .. 10 
1 ... 13 1-12 3-5 J-4 4-4--
1~12 L-15 4-6 4-9 5-1 
2-12 2-0 4-6 4-0 5-7 
2 ... 5 2-6 4-12 3-5 5-14 
na na na na na 
2-3 3-4 4-9 5-ll 4:-9 
2-13 3-4 4-ll 5-4 6-9 
2 ... 9 3-0 4-0 3-5. 5-4 
3-ll 4-14 4-14 4-15 .5 .. 0 



TABLE A-7 

ANNUAL ESTIMATED VALUE OF AGRICULTURAL OUTPUT OF THE TEN MA.IN CROPSa 
(MILLIONS OF CURRENT RUPEF.s) 

Year Rice Wheat Barley Jowar Bajra 
(1) (2) (3) (4) (2) 

1913-14 24.48 238.20 18.62 8 • .50 19 • .52 
1.5 na 323.9.5 na na 30.61 
16 na 198.37 na na 1.5.31 
17 39.21 2.56 • .57 19.47 9.39 39,3.5 
18 34.16 343.01 30.30 4.82 26.54 
19 39.7.5 393.69 36.26 8.71 19.65 
20 61.34 456.99 37.30 24.84 65.26 
21 52.04 360.70 14.02 13 .. 76 33.18 
22 56.,35 .563 • .51 30.82 26-.77 . 70.52 
23 38.61 326.66 21.74 9.64 38.23 
24 36.26 3.51.33 26.51 8.98 32.26 
2.5 41.54 367 .. 17 23.68 9.39 35.72 
26 50.22 389.79 20.77 u.74 3.5.95 
27 42.63 355.25 20.30 10.56 38.29 
28 44.31 273.93 18.83 10.93 34 • .56 

. 29 44 .. 52 369.21 24.99 10.87 34.88 
30 43 .. 88 323.27 16.56 10.ll 31.19 
31 23.30 131.84 5/15 3.57 20.68 
32 19 .. 25 157.22 6.30 4.2.5 20 • .35 
33 25 .. 69 204.85 8.17 6 • .57 20.52 
34 24 .. 21 161.98 ~.79 3.54 , 17.32 
35 21.34 183.75 7.15 4.69 16,91 
36 26.11 200 .. 42 7.74 4.8.5 22 • .56 
37 31.30 277.,68 u.21 7.53 2).34 
38 na na na na na 
39 24.58 206.88 8.22 4.46 14.09. 

127 

40 27.82 278.01 1.5.48 .5.23 20 .. 34 · 
. 41 30.72 269 • .51 12.30 7.17 33.28 

42 48 .. 31 524.20· 22.40 8.96 43.72 

acomputed by multiplying output of each crop from Table A-1 by its 
· harvest price from Table A-6~ Data in column 11 have been obtained by 

adding columns 1 through 10. 

·. nastatistios not available .. 



128 

TABLE A-7 (Continued) 

Rape and 
Maize Gram Mustard· Sugar Cotton Total 

(6) (7) (8) (9) (10) (11) 
I 

28.51 46.22 25.00 36.61 16.93 462.59 
na 96.49 22.39 31.46 8.56 513,46 
na 37.08 16.89 43.99 5.36 317.00 

34.51 68.45 18.42 47.91 12.68 545.96 
26.05 125.81 23.68 60,.22 15.76 690.35 
52.95 70.41 32.96 62.81 29.56 746.75 
59·.92 l'.32.19 46.'.34 88.11 40.23 1012.52 
44.15 62.0) 24.15 77.71 21.'.36 703.10 
64.01 J.Slo,69 4,5.'.39 71.42 lJ.17 1093.65 
Jl.9'.3 115.61 '.39.'.36 64.80 18.9.5 705.53 
25.11 83.54 '.34.68 62.58 44.95 706.20 
JO.JO 115.'.34 43.38 60.08 51.46 778.06 
38.6'.3 85.34 27.01 58.77 J8.86 757.08 
34.14 126.48 30.51 56.41 19.94 734.51 
39.77 89.04 29.35 55.75 27.08 623 .. 55 
:n.6s 9'.3.88 30.87 48.19 25.59 716.65 
36.47 77.89 23.64 35.06 21.48 619.5.5 
16.12 46.45 14.63 33.91 14.58 310.83 
1.5.52 53.29 17.53 '.38.19 14.21 346.11 
23.09 54.76' 14.39 33.24 15.16 406.44 
14.21 65.98 11 .. 81 32.20 19.20 ·3,56.24 
19 .. 63 42.09 12.03 40.49 23.29 371.37 
28.60 ,51.94 13.46 39 .. 20 32.56 427.44 
24.68 61.61 · 19.91 42.02 41.58 540.86 
na na na na na na 

22.87 33.18 13.66 35.46 24.47 387.87 
31.01 44.15 18.88 4,5.45 32.51 518.88 
31.25 57.17 19.27 42.38 31.01 534.06 
46.48 86.13 20.84 55.38 29.81 886.23 



Year 

1913-14 
15 
16 
l7 
4,8 
19 
20 
21 
22 
~3 
24 

... 25 
26 
27 
28 

TABLE A-8 

WEIGHTED PRICE INDEX 1913-14 TO 1941-42a 
( 1913,,.14= 100) 

Indeii Year 

.ioo,- 1928.29 
106 JO 
109 Jl 
111 32 
118 JJ 
185 J4 
169 35 
205 J6 
188 37 
117 38 
118 39 
154 30 
158 41 
142 42 
139 

129 

Indexa 

llttf _;, ... _ .. 
. ·. · .. ··.:-

ll2 
60 
68 
8J 
67 
74 
80 
91 

not available 
83 
95 
94 

147 

. acom.pu.ted by dividing total current-rupee value of the ten main 
Cl"ops (Colllll!n 11 of Table A-7) by their 1913-14 rupee value (Column 11 
of Table A-4). · 
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TABLE A-9 

WEIGHTED PRICE INDEX FOR 1956-57 

·· Value of the Output 
in 

Crop 

1956-57 
Harvest Price 
Per Maund 
Rupeesa 

Output 
Thousand 
Tons a 

1956.57 Prices 1913-14 Prices 
(milliogs of (millions of 
rupees) rupees)c 

Rice 
Wheat 

. Barley 
Jowar 
Ba jar 
Maize 
Gram 
Rape and Mustard 
Sugar 
Cotton A 
Cotton B 

Total Value-·of 
Agricultural 
Production of 
the Ma.in Crops 

(1) 

9.76 
13.52 
9.08 
9.89 

13.76 
12.12 
10017 
20.37 
14 .. 23 
25.86 
32.28 

(2) 

426 
2045 
183 

43 
240 
703 

1893 
114 
544 
167 
572 

(3) (4) 

113.18 
752.58 
45.23 
11.58 
89.89 

231.93 
524.04 
63.21 

210.,71 
20.57 
87.96 

2150.88 

28.27 
173.97 
ll.83 
3.07 · 

15.52 
45.44 

151.38 
17.07 
;9.96 
.5.32 

31.85 
543.68 

Price index for 1956-57 = 2150.,88/543.68 = 396 

a.Economic and statistical organization Government of Punjab 
(India), Statistical Abstract tl Pun.jab 1961, pp. 44-4.5 and P• 465. 

bcolum.n 1 multiplied by column 2. 

ccrc;,ps of column 2 multiplied by their 1913-14 respective{prices 
(Table A.3, column 1). 



TABLE A-10 

COST DATA PER ACRE 
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Items of 
Jllicpenditure 

Cost Per Cost Per Acre 
Acre Held Cultivated 
(rupees)a (rupees)b 

Cost Per Acre 
Cultivated 

(rupees)C 

Per cent·ot 
Total Cost 
Per Cultivated 

Acred 
(1) (2) (3) (4) 

Hired Labor 13.61 10.79 2.72 1.5.7 
Bullock Labor 4.5.09 3.5.76 9 .. 03 .52.1 
Seed 10.7.5 8 • .52 2.1.5 12.4 
Farm Yard Manure 2.77 2.20 .,.56 3.2 
Fertilizers .. 4.5 .,36 .09 • .5 
Interest'6ri 2.30 1.82 .. 46 2.7 

Capi t.a.1 Imrested · · 
Implements and 3 .. 15 2 • .50 .63 )ob 

Machinery 
Artisans 3.07 2o4J .. 61 3 • .5 
Irrigation .5o32 4.22 1.07 6.1 

Charges 
Total 86 • .51 68 .. 60 17.32 99.8 

aDirectorate of Economics and Statistics, Ministry of Food and 
Agriculture, Government of India, Studies in Economics of m!!! Management 
iB, Punjab, Report ~ the ~ 1956 .. 57, (New Delhi, 1960) p. 76. 

bcolumn 1 divided by 100/126.1 to convert the cost of production 
"Per Acre Held" to cost of production "Per Acre Cultivated... Cost of 
production on the former is 126 per cent higher than the latter (See 
Ibid., p .. 27). 

ccost of column 2 deflated by price ibc\.flt of 396 of Table A-9. 

dcomputed directly from column 3., 



TABLE A .. 11 

ANNUAL TOTAL COST OF PRODUCTION OF AI.L CROPS 1913-14 TO 1941-42 
(MILLIONS OF 1913-14 RUPEES) 
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Year 

Total Cost of Production 
Ex:cept Return to 

Occupants• Labor and Landa Year 

Total Cost of Production 
Ex:cept Return to 

Occupants• Labor and Landa 

191.)'-+4 
15 
16 
17 
18 
19 
20 
21 
22 
2; 
24 
25 
26 
27 
28 

472.84 
549.04 
448.59 
549.04 
569.83 
379.31 
504.,01 
426~07 
536.92 
550.78 
529.99 
549 .. 04 
514.40 
526.53 
510.94 

1928-29 
JO 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

554 .. 24 
536.92 
524.80 
554.24 
521.33 
597.54 
516.14 
5.52.,51 
564 .. 63 

not available 
498.82 
517.87 
568.10 
559.44 · 

a.computed by multiplying annual total area sown (Column 4 of . 
Table A-5) and cost per acre (Ru.pees 17.32 vide Table A-10 Column 3) .. 



Appendix B 

A NOT~ ON THE RELIABILITY OF STATISTICAL DATA 

The data used for this study come primarily from three sources: 

(1) Rai•s Agricultural Statistics 2!. the Pun.jab; (2) Burns•s 

Technological Possibilities .g!_ Agricultural Development 2£. India.; and 

(3) Government of India., Ministry of Food and.Agriou.lture, Department of 

Agriculture, Studies Y!. Economics 2!. ~ Ma.nag.ement 3:!. Pun.jab, Report 

£2£. ~ I!!!: 1956-5?. Regarding the reliability of the statistics 

used, the following comments a.re made. 

Ra.i's data. were prepared under the supervision of the Boa.rd of 

Economic Inquiry, Punjab. His statistics a.re extracted mainly from 

"The Season and Crops Reports," "The Punjab Agricultural Statistics," 

and 11The Punjab Livestock Censuses," all three of which are published by 

the Director of Land Records, Punjab; also·from "The Land Revenue 

Administration Reports'' issued by the Financial Commissioner, Punjab, 

and 11The Administrative Reports" of "The Punjab Irrigation Department.nl 

Burns, who eomp;i.led only acreage and output data, depended for his 

information mostly on the ttEstima.tes of Area and Yield of Principal 

Crops in India" published by the Government of India, Department of 

1aai, Agricultural Statistics 2£. ~ Pun.jab, 1901-02 ~ 1935..,36, 
p .. l. 
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Gommerei.al Intelligence and Statistios.2 

Rai's data relating to area and output have been compared with 

Dr. Burns' data by the author of this study, and they are in complete 

agreement except for slight differences relating to onl;y one crop 

(Bajra) fol' a period of' seven yea.rs (1928-29 to 1934-35). This 
' .. 
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dif'fe:t-ence is not likel;r to ohange the anazysis since its contribution 

to the ten main crop output has been small and. bas rang~ between 1.69 

per cent and 6.74 per cent throughout the period of 1913-14 to 1941-42. 

During the years of' deviation, Bajra contributed between 3.'.38 per cent 

and 5.83 per cent. Therefore the data f'or the whole Punjab are· 

considered reiativel;r reliable. This reliability varies, however. 

Prices• The prices of' crops represent harvest time price. These 

prices were used as they were the ones whioh the settlement of'f'i cars 

were supposed to use when they calculated the value of' the agricultural 

production for tax purposes. The harvest-price figures represent the 

average of' the district3 and a.re on the whole reliable since they were . . 

easily available. 

~: The area figures are very :t"eliable: 

• • • there exists in the village of most provinoes ·· an 
agency capable of reporting the acreage of crops w.i th . 
great accwacy, wherever the fields have been :mapped and 
surveyed. · 

Yields: The yield figures a:re relatively less reliable than other 

2Nasir Ahmed Khan, Problems .2! Growth .2! !.!l Underdeveloped Econ5 .. 
India (New York 1960), p. 395. ·· · · · · ·. · 

3Rai, Agricultural Statistics 2!, the Punjab, 1902-03 :!:!, 1935-36, 
p. 260 . .. · · · . · · ' .. 

4Government of India, Department of Comxnerei.al Intelligence and 
Statistics, Esti:ma.tes~:e!:f:lrea !!!!, Yield g! Princi.pa.l props !!l. India 
(Annual) 1937-38, p. ~5; quoted by Raj Krishna, p. 88~ ·. 
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data. First, the of'f'icial normal yield was determin~ front time to time, 

usually every five years for each district of the Punjab. The bases for 

this J!ield were (a) the yield fixed in the previous returns or those 

used for assessment purposes; (b) the results of cropexperintent 

cuttings; (c) the opinion of the local officers of the revenue and 

agricultural departments. 

To this normal yield, the season.al factor was applied. The 

seasonal factor was based on the village accountants• reports and the 

personal judgm.ent of the superior district officers. According, to the 

seasonal factor, a normal crop yield was described as "16 annas, crops" 

and sub-nc:,rmal.and bum.per crops were described as eq:uiva.lent.to 'less or 

more thM"'l6 a.~as respectively. 
. . 

(An anna is equal to l/l6th of a 
... , .. : . .. 

rupee). The seasonal factor was always expressed in whole annas and 

did not take into consideration a:ny smaller fractional variation.5 

Thus the yield estimates admit the judgment factor. and cannot, 

therefore, ~e considered to be exact, a. limitation. which must always be 

considered. It must at the same time be reckoned that this opinion of 

ascertaining yield estimates was that of the agricultural experts and is 

not expected to be wide of the mark. For this reason, the estimates a.re 

considered relatively reliable and have been considered so by the other 

aU't~hors. 6 

Costs: The cost data a.re the ntost recent ones.\ Studies~ the 

Eeonomi es g!. ~ Management in Pun.jab was carried out under the 

.supervision of the Deputy Director of Agriculture, Punjab, in collabo-

'Krishna, PPo 88-89 

6Khan, Po 395, and Krishna, p. 87. 
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ration with the Punjab Board of Economic Inquiry and was based on a 

sample of J2 villages. This study was carried out by 61 experts at the 

initiation of the Government of India and is, therefore, considered to 

be fairly reliable. Nevertheless, the inherent difficulties involved in 

estimating the costs of agricultural production in underdeveloped 

countries must always be kept in mino1 especially when comparing their 

reliability 'With the similar data available in developed countries. 
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