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PREFACE 

The problem of industrial development in India has 
assumed an important phase since the last Great War. 
At no period in the economic history of India was the 
problem so much discussed as during and after the War. 
The War demoDBtrated the unsoundness of the country's 
industrial system more forcefully than previously. The 
gradual rura.lisation of the country throughout the nine­
teenth century was viewed with alarm, but attempts to 
oheck it were oharacterised by hesitanoy and growth of 
industries after the Western system was slow. The aptitude 
of the people was marked more by apathy and indifference 
than by earnestness and determined efforts. It is only in 
the onrrent century that a distinot tendency has manifested 
'towards rapid industrialisation. The lessons derived from the 
economic development of Western countries and Japan are 
inspiring the people of India to take their legitimate place 
among the industrially civilised countries of the world. 
In addit.i.on, there is the stronger and more imperative 
need for opening up new avenues of employment to the 
growing intelligentsia and the surplus agricultural popula­
tion of the coUntry, The loss of wealth consequent on the 
expor' of agricultural products and raw materials and tbe 
importation of manufactured goods is considerable, and it is 
realised that the lack of balance between agriculture and 
industry should be remedied. 

The task of industrialisation in the modem world is not 
an easy one. The future development of industries in a 
country must take atock of the progress already made 
and the diflioult.i.es encountered. ' n is the object of the 
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following pages to present in an outline the ground lost and 
the progress made. The decline of Indian handicrafts is 
deplored, but it was inevitable as the contest between the 
hereditary crafts and the modern machine industries has 
everywhere been unequal. The scope for small-scale 
industries unaided by modern mechanical contrivances is 
limited, and in the competitive world mass production bas 
become the rule. The introduction of the modern system 
of industries is to be attributed to British influence and 
contact, but the development has not been commensurate 
with the size and the resources of the country. The growth 
of large-scale industries in India has given rise to many 
social and economic problems. The lives of labourers have 
been profoundly influenced and the country has had to seek 
on the lines of legislation in other countries, remedies t~ 
check the evils of industrialism. The problems of housing 
and educating the labouring population have assumed an 
important phase. The future industrial edifice of India 
must be built on the solid foundation of a healthy and 
contented labour force and the formation of a permanent 
class of industrial operatives is a desideratum from the point 
of view of industrial efficiency. . 

The development of modern industries is vitally connected 
with fiscal policy. Even when comparative advantages exist, 
the task of building up a new ind9stry is attended with serious 
difficulties at the initial stage specially when foreign competi­
tion is to be faced. It is a happy sign of the times that the 
Government of this country has yielded to the national 
demand for a policy of protection for the deve)opmem of 
industries. But that policy is still marked by heai tancy, and 
the measure of assistance rendered to some of the industries is 
inadequate and half-hearted. It is admitted that mere tariffs 
cannot create industries in a country but adequate tariffs 
are often essential to inspire the confidence of the indus­
trialists. 
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The uneven distribution of the mineral resources has in 
no small measure been responsible for the imperfeot indlls­
tl'ial development in some of the provinoes. The problem 
of finding new souroes of power requires to be solved. The 
direct and indirect efforts of the State for the promotion of 
industries have been inadequate. Industrial research has 
received very little attention in India and it is felt that as 
the future of industries will be based largely on the products 
of the oountry, their manufacturing possibilities require to 
be fully explored. The existing arrangements for this purpose 
have been quite inadequate. The policy of purchase of 
Stores for public requirements has been greatly modified in 
the direotion of local purchase in recent years, but more 
ought to be done in this direction. Little has been done to 
enlist the co.operation of active business men and industl'i­
alists for removing difficulties in the way of industrhl 
expansion and for planning a construotive programme of 
future development. 

The problem of railway rates in India presents a 
complioated issue. It has hitherto been customary to look 
at this problem from the point of the accountant rather than 
that of the industrialist. With the increased control of 
the Legislature over rail ways it is hoped that attention 
will be paid to the development of industries by a judicious 
regulation of railway rates. 

In the preparation of this work 1 have relied mainly on 
authoritative Government publications, correspondence and 
personal investigations. Finally, I must take this opportu­
nity of expresssing my deep indebtedness to Dr. Pramatha­
nath Banerjea, M.A., 0.80. (London), Minto Professor of 
Economica, Calcutta University and to Professor S. C. Ray, 
M.A., who have helped me all along by valuable suggestions 
and criticisms which I have always appreciated. 

R. M. CuAUDBURI 



CHAPTER I ' 

INDIAN INDUSTRIES AND THIIIR DECLINE 

From time immemorial agriculture has been the primary 

Induatri.l pOll. industry of India. Endowed by nature 
with many favourable ciroumstanees-a, 

tropical climate, a fertile land and an abundance of rainfall, 
the bulk of the people have depended upon this industry for' 
their subsistence. The sacred books of the Hindus extolled 
the virtues of agriculture as a means of livelihood and held 
in veneration cattle, the most important asset of an agricul­
tural popUlation. But, though agriculture was the predomi­
nant and traditional industry of the oountry, the arts and 
industries were not negloote<1 or relegated altogether to the 
background. As a matter,of fact. a bountiful nature exact­
ing too little of the energy of the people for eking out their 
subsistence left them ample leisure for the pureuit of artS 
and industries. If the history of civilisation oonsists greatly 
in the history of the useful arts, the history of Indian civili­
sation dates long before the dawn of the Christian era. I 

The arts and industries developed mostly in cities or 
tGwns-the seats of Ule ruling chiefs or 

Vil1ap ........ 0Di1ieo. oourt life or centres of piIgrimage. but the 
true eoonomio life of the people lay in the village where the 
agriculturists lived. Early viUa"aes in India were organised 
on communal lines with eoonomic and political aelf­
sufficiency. In village oommunities agriculture was the 

I Aa'.U- ....... W .. oI ........... ~ 01 tlao ...... .,-. 
.... IDhabiW II, "";'riliood Iribeo, IDCIia .... f_ far ... w.bIl 01 loR naIon ... 
far ... ~.nioUa okill 01 .... ..-

_Bopart 01 ... IHi.. ' .... riolo-·;".. p. L 

• 
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primary industry and other industries ministered to the needs 
of the agriculturists. Each village had its smith and car­
penter who manufactured and repaired the implements of 
agriculture and built the dwellings of the farmers, its weavers 
to supply clothing. its oil-presser oil, its potter earthen 
utensils, its tanner to supply shoes and its barber and 
washerman. The simple requirements of the villagers were 
met by the artisans of the village. There was little trade 
with outside regions and the village communities were self­
contained and self-governing. Governments might change 
but. the village communities remained intact uninfluenced by 
any extraneous influences. 

It was in the nineteenth century that this solidarity of 
Indian economic life was broken by its 

EcoDomic solid.ril, contact with western civilisation. The 
brokea. 

placid contentment and stability of the by-
gone days have been replaced by an econoinic restlessness 
which was unknown before. The tremendous development 
in the meaI118 of transportation and communication has 
broken up the old isolation, has linked the country to the 
wider markets of the world. The old local economy has 
been replaced by international or world economy. The 
growth of new industries, the movement of population from 
villages to industrial centres, the growth of inland trade and 
traffic, the application of mechanical powers to manufactures, 
and the exploitation of minerals are the characteristic 
features of modem economy. 

It is the object of these pages to describe the changes 
whi.ch have taken place in the industrial life of the country 
since the beginning of the nineteenth century only without 
attempting to look too far into the past. 

When the European traders in the sevcnteenth and 
eighteenth centuries extended their com­

.J:"::.... .• xparto- mercial connections with India, the indus­
trial development of the country was at 
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any rate not inferior to that of the more advanced. European: 
nations. In their letter to Robert Dundas, the Court 01 
Directors of the Eas$ India Compaoy pointed out, "The: 
articles of first necessity their own country furnishes more 
abundantly and more cheaply than it is possible for Europe. 
to supply them. Except woollens, in a very limited degree 
for mantles in the ilold season, and metals on a scale also 
very limited to be worked up by their own artisans for the 
few utensils they need, hardly any of our ataple commodities 
find a vent among the Indians. The chief commodities: 
suited to the European market, which India haa hitherto 
been found to produce are spices, pepper, drugs, sugar, silk. 
saltpetre, indigo, raw cotton and above all cotton manufac.­
tures of singular beauty and endless variety. These l8B~ 
have formed from time immemorial the grand staple of 
India."! This statement indicates the course of trade 
between India and European countries in the eighteenth 
century. European countries had hardly any manufactured 
goods suited to the requirements of the Indian market but, 
on the other band, India had some manufactures which 
Bhe could export to European markets. Referring to the 
extension of British manulactures into Lhe Indian markei 
it W8B observed in the sams letter: .. The records of the 
Company, for two centuries, are filled with accounts of their 
endeavours to extend th; sele of British products in India 
and of the little suacess which has attended them." 

In the hade between Europe and India the former had to 
bring precious metals for the purchase 

....::!"-'IIa ebieI of Indian commodit.iea. During the 
six years from lS0i-3 to 1807-08 the 

total amount of bullion imponed into India was 
£12,831,099 by ilie East India Company and private 

, 1-. of u.. e- 01 _ ...... BIP& a. ......... DoMoa,13llt 

J .. ...." 1808 lP...-1tioIliIoc '" 1M ... Wia o..,pooq •• cun.. .. . 
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merchants.1 The .l!'rench, the Dutch and other European 
nations trading with India equally failed to introduce the 
manufactures of Europe. The Americans who entered into 
Indian commerce .during the last quarter of the eighteenth 
century carried silver for the purchase of Indian goods • 

. Of the manufacturing industries existent in India in 
. the beginning of the nineteenth century, 

The hirtbploce of • 
CoIloD lDduotry. the most Important were the cotton 

textiles and silk. Baines remarked, "Th

J hirthplace of the cotton manufacture is India, where it pro­
bably flourished long before the date of authentic history.'" 
As to the antiquity of this industry he says further, "Th 
delicate fabrics of India, including Muslins and Calicoes, 
both plain and figured, were brought by Greek navigators to 
the parts of Egypt and Arabia whence they reached the 
capital of the Roman world, and some of the wealthy cities 
of Greece.'" It was the most widespread industry of the 
country. The tropical climate made this article suitable as a 
garment of the vast majority of the people. On the coast 
of Coromandel and in the province of Bengal, when at 
some distance from the high road or a principal town, it 
was difficult to find a village in which every man, woman or 
child was not employed,in making a piece of cloth.' ' 

When Dr. Francis Buchanan undertook his statistical • 
survey during 1806-1814 in Bengal and Behar he noticed 
the widespread existence of cotton spinning and weaving in­
dustry in the country. In the district of Behar he estimated 
the value of yarn produced at Rs. 23,67,277" In the district 
of· Shahabad lS9,500 people were employedin spinning 
and the whole outtom was valued at RH. 12,50,000. 

1 l'aiJon l8Io&iog 10 t.ho _ ladia Com_,·. Charier, JlarclJ 18J2, p.1n 

• Bu-. History 01 ~ Manuf ........ p. 9. 

• Ibtd. P. 2l. 
• 0""':' lIiBaicaI Pnsmm'" of Il1o Mop! ElDpUe. p. qa. 
I MaD......,. Karlin, ~ 01 E-"'lDcIia, Vol. I, p. 866. 
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The value of cloth produced was Rs. 16,34,000. Therl! 
were similar calculations in regard to .other districts whic4 
he visited. . About the District of Dillajpore (Maldah wa~ 
a part of it). he wrote: .• , The preparation of cotto~ 

(

thread is a principal manufacture and occupies the leisure 
hours of all the women of higher ranks and .of the greater.;. 
part of the farmers' wi\'es. Even the women of the 
Brahmins here employ themselves in this useful industry 
and in fact every woman is employed in it more or less ex. 
cept those belonging to trades in which both men and 
women are engaged such as weaving, pottery, etc. The 
farmers' wives are however the greatest spinners and are 
usually thus employed during the whole afternoon." 1 I 

~ot only was this industry widespread but there was 
specialisation for the production of differ-. 

8peolailoaUon iD 
produoliOD. ent varieties. Bengal was celebrated for 

the production of the finest Muslins, the 
Coromandel Coast for the best Chintzes and Calicoes: and 
Surat for strong and inferior goods of every kind. Table 
cloths of superior quality were made at Patna. The long 
cloths and fine pullicats were produced in the Presidency of 
Madras. The coarse piecegoods under the name of baftas, 
dhoties and pullicats were extensively manufactured in ihe 
district of which Surat was the port.' 

By far the mosl important of Bengal cotton manufactures 

Dac.:a YuoliDL 
from an artistic point of view, were the. 
Muslins of Dacca. The value of the 

Da0C8 Muslins consisted in their fineness, to attain which an 
incredible amount of patience, perseverance and skill. were 
formerly displayed both by the spinners and the weavers. One 
way of testing their fineness was to pass a whole piece of 
Muslin, twenty yards long by one yard wide, through the amall 

1 YDDII"'D"'7 Y.nlD. BilIor7 or ._ IDdia, Vol. n .... VGII. 
• BMa.. IIioIIoI7 or CoUoD Y ... .r_ ...... 18, 
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apertUre "of an ordinary~sized ring} 'Xhe ingenuity" of the 
weavers of Bengal and their delicate"manipulative skill elicited 
the admiration of Mr. Baines who remarked: II It cannot 
but seem astonishing, that in a department of industry where 
the raw material has been so grossly neglected, where the 
machinery is rude, and where there is little division of 
labour, the results should be fabrics of the most exquisite 
delicacy and beauty unrivalled by the products of any other 
nation, even those best skilled in mechanical arts." 2 In 
the same straiJl wrote Dr. Forbes Watson: "With all oUf 
machinery and wondrous appliances, we have hitherto been 
unable to produce a fabric which for fineness or utility can 
equal the 'woven air' of Dacca-tbe product of arrangements 
which appear rude and primitive, but which are in reality 
admirably adapted for their purpose." 8 

Cotton manufactures formed an important part of the 
investment of the Company. During m.!=re: co\I.oo twenty-five years previous to 1797, the 
Company's exports of Bengal piecegoods 

were 16,129,685 pieces thus giving the average for each 
year at 643,993 pieces valued over a million. The average 
exportation of cotton piecegoods to England during 1797 

( to 1801 was 1,004,885 pieces valued over £li million.« 
It will thus, appear from the above figures that the 

country even after meeting her requirements could export 
considerable quantities of cotton manufactures for sale to 
European markets. As to the potentiality of the increase 
in the export trade of the country Mr. Brown remarked, 
.. It is Dot very easy even to imagine to what exten~ the 
export trade of the rich and fertile countr1 might be 

1 T. N. Mokherji, Arts IDd M..,olacl""", of India, ). 195. " 
I Bai .... HiaIorJ of CoUoD MaDat_, p. 71. 
I Qaolad.., 1!. N. Ilokherjeo in IUo Arlo IDd Maolll_., India, p. 107" 
« Appendis No. 47, Supp1emeD11o tho Foorlh Report d lhe Allain of lhe Eul 

India CompaDJ,1&J6.1r.. 
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ultimately brought, should the cultivation of cotton for:the' 
China trade. the manufactures of ;Bengal and 'exporli trade 
to Europe. be encouraged hi Behar .a.ndBenares' distriats 
and the higher parts of Bengal.·· 1 . . 

The next important industry was silk. It was' not :so 

Silk InduI"', widespread as the cotton industry for it 
was more or less an article of luli:ury~ 

There seems to be no doubt that the industry took root .in· 
the country long ago. Bernier. the celebrated traveller' of 
the 17th century, spoke in most glowing terms of the-silk 
as of other industries of Bengal. •• Besides the !lugar 1 
have spoken of and which may be placed in the list of 
valuable commodities, there is in Bengal such & quantity 
of cotton and silk. that the kingdom may be called tl;ul· 
common storehouse for those iwo commodities of mer-" 
chandise not of Hindoosthan or the Empire of the Great 
Mogul only but of all the neighbouring kingdoms and even 
of Europe." 

Before the beginning of the 16th century the silks, 
brooades, and dyed ootton cloths of Ahmedabad, generally 
bearing the name of Oambay, the port of their shipment, 
were in demand in every eastern market from Cairo to 
Pekin.' 

Silk industry had two important branches-the produc­
tion of raw silk or sericulture and silk Iia 1...u .. tiOD. 
)'I'oaving. Sericulmre was confined to 

Bengal only bui silk weaving was found in all the provinces. 
In the United Provinces of Agra and Oudh, Benares and 
Alamgarh are the two i':Jlportant silk weaving centres. 
The silk industry of Denares owed its origin and develop-' 
ment to its being a centre of pilgrimage. The resort of so 
many pilgrims, some of them princes and wealthy nobles 

I Bn> .... ~ ... ilia lbtoraol Oom_ qllIoIIpI far 1'l1li. 
I Bi~. IaftdrioI UIo '" lDdia, Po 111. 
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from an parts of India, could not fail to stimulate commer­
cial activity, and silk being considered pure by the Hindus 
the manufacture ·of silk cloth found a convenient centre 
there.' Agra as a royal city' had a developed silk industry 
and the fabrics of this place had some reputation in Europe 
a hundred years ago. The silk industry of Azamgarh was 
in a flourishing condition due to royal patronage. In 1837 
it was reported by Mr. Montgomery that there were manu­
factured in Azamgarh district 318,722 pieces of tasar . 

. In Bengal, the manufacture of silk was at olle time an 
importapt industry in the Presidency, '"Burdwan and 
Rajshahi divisions. When Dr. Buchanan visited Dinajpore he 
found about 4,800 looms engaged in the manufacture of silk 
cloth,. the outturn of. which was valued at- Rs. 9,60,OCO.1 
In respect to silk manufactures, Ahmedabad has long held a 
prominent -place as Ii manufacturing city in Tndia. Its 
kincobs and brocades though not· so quite rich as those of 
Benares, were much sought after in consequence of their 
durability and non-fading qualities of their gold tissues. 
Its mushrus. were supposed to have been the best in India 
and even the ordinary silk cloths were in good demand! 
The· East India Company developed the silk weaving 

industry by establishing· three weaving 
m!: ..... a.'" Bilk factories at Cossimbazar in Bengal and 

goods were manufacture4 in these lac­
toriesfrom the country reeled or putney silk. In the time of 
the East India Company cboppas, bandannas were printed 
at Cossimbazar of various colours and choice patterns, 
supplied by the Company's agent and were in those days 
favourite articles with the English and the foreigners who 
used these as handkerchiefs and neck-cloths. Their exports 

I A JloDOgJ'aph OD Silk Fabrics produced in tho Nor!.h·W_m I'IoYio088 and 
Oudh, p. lOll. 

I Jlarlin, ~ '" B ..... Judi., Vol. D, p. WlL 
• Geoghagon, a.-_, '" Bilk in India, p. U. 
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were heavy and would find a ready market.] But the East 
India Company were more interested in raw sil~. Their 
trade in Indian silk was, however. inconsiderable till about 
the middle of the 18th century. The regular export of raw 
silk from Bengal may be said to have commenced in the 
year 1772. The annual average export for the 20 years -./ 
from 1773 to 1792 was about 409,OOOlbs. From the 
following table it will be evident how the export of raw 
silk from India increased in subsequent periods. 

lso1' 858.825 lb •. 1840 1.108.465 lb •• 
1811 414.404 .. 1851 1.511,506 .. 

(Average of 4 years). 
1822 874,228 .. 1861 1.485.276Ibs. 
1880 ... 1.786,281 .. 1870 1.558.246 .. 

During the first quarter of the nineteenth century, Bengal 
silk became very popular in the English 

oiIk:opulllllJ oflloDgaJ market. From the point of view of quality 
it could easily bear comparison with any 

other silk. Mr. Durant a silk broker in his evidence before 
the Lords Committee of 1830 remarked that the best 
qualities of Bengal silk were sold in Engl¥ld at a price 
nearly as high as the best qualities of Italiau silk.- The 
same fact was corroborated by Simons in his evidence before 
the Commons Committee of 1832 when he said, "Italian 
silk is good, French ~ilk is good and Indian silk is also good, 
each in its way; and Bengal silk is as much required as any 
other kind." 

The industries of dyeing and calico-printing deserve 
mention in connection with cotton and 

1)yelD, ODd cal..... silk industry From time immemorial priIlli... • , 

India has practised the art of dyeing. On 

I x .... II .... IIlIlUdr. B.pan DO tho htwaal ('_-.... of Boapl 
- lIeport of 1M SoIe<& r-.iUte DO Jodil. Alain, JS3!I, VaL IV. 

Po"'" 
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the practical side of the art of dyeing tQ.ere is evidence to 
show 'that several colours originated in India during the 
Mohamm~daIi historic period. The art as a whole seems 
to have been cultivated' with greater energy in Gwalior 
than in any other ,place in the north-west of India and the 
practical skill of the dyers of Gwalior is recognised un­
reservedly throughout the country up to this day.1 

J aypur in Rajputana has long enjoyed a special reputation 
as the seat of an advanced dyeing industry. 

Jaipur--an impom. The manufacture of fine woollen fabrics ant seat. 
in Rashmere and the Punjab gave rise 

to the study and general development of the tinctorial art 
in the extreme west or Upper India. ,In Bombay dyeing and 
calico-printing as practised in India were, as a rule" 
hereditary occupations in which the processes followed were 
handed down from father to son. 1 At Shahada in Rhandesh 
which is a centre of the dyeing industry there were at one 
time 350 dyers. At Hubli in the Dharwar district it was 
reportedth~t Rangirs used to dye rough cloth for jajams 
(Ii~ht carpets) and razias (bed quilts)! In Madras the 
weavers of Madura used vegetable dyes of local manufac­
ture" In Bengal in the district of I?inajpore Dr. Buchanan 
found that the cotton and silk threads were dyed before 
they were woven, with safilower and rose bud called Rusum, 
and Golabi. Silk was also dyed of a fixed red colour called 
Monjista.' 

1 B. IL Hadi. A Moaograph OR D,.. and Dleing:in lhe Narlh-W-... 
PrPr ... o.ino~ ....... 0wIh. 

I 1'_; A JIawp ...... D,.. ... OJ ...... ill &be Bomba, PreoidoDo,. 
p.1 • 

• Ibi4, .. T. 

I &Icier. JIonosraph aD D,. .. ODd Drain. in Madru. 

I MutiD. BillorJ of Eaatem IDdii. Vol, II, p.97L 
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The industry of calico-printing generally kil<iwn by the 
name of kapT6 ki ckippiH had been in exis..: 

Oalico-pri.tiD. or;' te th - h t N 'h od W t gi •• led a' Xanauj. nee roug OU on; ern a es em 
India. Printed calicoerl formed an im­

portant item in East India Oompany's exports but their 
importation into England was prohibited by the Act of 
1700 as they competed with the woollen and silk industries 
of the country. In all probability the art originated in the 
ancient city of Kanauj whence it spread to neighbouring 
provinces. The beautiful curtains and table cloths manu. 
factured at Jehangirabad met with publio appreciation not 
only in India but in England and other foreign countries 
where they were exhibited. In all centres of pilgrimage 
printed cloths were largely purchased -by the pilgrims for 
presentation to th~ir relatives. India was well supplied 
with all the varieties of dye stuffs such as' indigo, safflower, 
turmeric, aI, manjith, myrobalan~ lac and cochineal from 
which different ldnds of dyes were manufactured. These 
materials yielded different varieties of dyes that were 
superior to the mineral dyes in reaped of durability and 
artistic beauty. Mr. Holder condemned both colour and 
design of many of the imported colour-printed fabries which 
offended the eye when brought in contact wiili the more 
subdued colouring of the woven cloths made by native 
weavers with country dyed yarn.1 

Woollen industr'y was not so extensive as the cotton or 
silk industry. The tropical climate of ilie 

WooIIeD Induak7. country did Dot favour ilie use of woollen 
garments. n was in ilie Punjab an~ Kashmere that 
this industry was localised where the intense cold of the 
locality caused a large demand for woollen clothing. In the 
Punjab, the shawl industry developed at Amritsar. Ludhiana, 
Lahorea and Jalalpore. The industry owed iia initiation to the 
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migration of Kashmiri weavers who settled down in all these 
places. An export trade developed in woollen shawls to the 

French market where it was a fashion 
Popularity of Xaah· among the ladies to wear Indian shawls mere aha.wls. 

and this trade continued up to the third 
quarter of the nineteenth century. The manufacture of 
coarse blankets suited to the requirements of the agriculturists 
was more widespread. The climate of the plains is un­
favourable for the production of sheep wool of a superior 
quality suitable for the manufacture of fine fabrics'! The 
woollen industry of the Punjab worked up, in 1884-85, 
82,400 maunds of sheep wool! 

Saltpetre was an industry in which the East India 

Saltpetre. Company interested itself before the 
19th century. It was obtained from 

various parts of India, such as the Coromandel Coast, 
Guzrat, Agra, and the Konkan ports. In the beginning of the 
nineteenth century, Bihar became an important source of 
supply of this article. For political reasons its export was 
prohibited to, foreigners and was exported exclusively in 
the ships of the Company.' The figures below will show 
the steady increase in the export of saltpetre from India :-

1801 82.757 owte. 
1811 ' 104.404 .. 
1822 138.166 .. 
1830 148,702 .. 
1840 183,603 .. 

In the 17th century an irregular trade with England 

sug"" ind .. ~. 
in refined sugar and candy was maintained 
by the factors at Burat. The quantity of 

I T. N. Mokherii. Arlo .. 4 Ma •• I __ 0/ India. p. 215. 
t Ilnnograpb DO tba WooUen Moo.loct ..... ollhe Pnnjab. p. 1. 
I BeguI.tinn V. '" Bombay. 1816 _led tbe .. pan at aa1tpoln DO 1111 but 

Ihe Briliab ohip .. 
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Bengal sugar exported by the Dutch to Batavia amounted 
to 500,000 Ibs. about the middle or the 17th century.' 

Conditions in the world's sugar trade have changed 
greatly in modern times. In the beginning of ihe19th 
century, India exported sugar to Great Britain. In a letter 
to the Governor-General~ the Court of Directors observed, 
" It is our continued wish and endeavour to render this 
article an Indian staple" and -a valuable resource for this 
country in time of emergency but it cannot be deniea that 
besidtls the general disadvantage of high freight, this bulky 
commoaity may be exposed on the return of peace with 
Russia, to great discouragements." I But the extension of 
trade in sugar was interrupted by another consideration, 

viz., the interests of the West Indian 
InIorUIo 01 ooIooioi Colonies. Thus, we find in another letter lug". 

the following: • t Sugar has been of late 
imported from our territories, but the necessary expense of 
conveyance from so great a distance prevents it from being 
profitable and it can be much encouraged only at the expense 
of our West Indian colonies." The East India Company 
had a factory at Benares which employed agents to go about 
the country to buy sugar from petty manufacturers.' 

.. The Benares Province," said Sir Charles Trevelyan, 
Ie is our Jamiaca; it is the great sugar district of India. 
In 1789 when the Commercial Resident was sent to Benares 
he reported that only 3,000 maunds were then groWD in the 
Ghazeepore district. but in 1832, 261,133 maunds paid duty 
on exportation.· 

1 1l .... 10D<I. Prom Atbar to Aaraogoeb. PI'- 188-39. 
I LMIor r.- &be Oamt 01 0_ to ilia Oo---.J ia CoomciI."" 

J ..... lSlCl. 
I LMIor 01 ...... Incli. ComI""'7 .. tho H ... 'bIo BoberI DomII ....... tho l3Ila 

JUlull7.18OII.. 
• ~ cI. Sir Q. ~ W-\be LonIa Onm-jMM _. poUUoa 01 \be 

... lDdia Ilodl ...... 18&0. 
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The diif8?ential duty in favour of the colonial sugar was 
an obstacle to the expansion of the Indian sugar trade. In 
1836 the rates of duty on ,colonial and Indian sugar were 
equalised and for the Dext three years the export from 
India increased but thereafter ii began to decline., There 
was a deeper reason than the levy of a duty which brought 
a.bout the decline of the industry as wil1 be seen later. 

The export of sugar from India may be seen from the 
following figures 1 :_ 

1801 64,847 cwts. 

1811 20,405 •• 
1822 .... 226,475 .. 
1830 779,097 .. 
1840 498,730 .. 

In addition to the staple industries mentioned above ' 
there was iIi, the country an extensive 

Artistic industries. f' . . variety 0 artistic mdustries. The artistic 
industries flourished mostly in towns-the seats of ruling chiefs 
or centres of pilgrimage. They depended ,in a great measure 
upon the patronage of the aristocracy of the country. The 
ingenuity and workmanship displayed 'by. the Indian artisans 
elicited 1he admiration of foreignerS when the works of art 
were Bent to foreign exhibitions. 

Among the Indian artistic industries mention may be 
made of a few important ones. 

The manufacture of pile carpets was introduced into India 
by the Muhammadans. Persia was the original home of 
Eastern carpets: Indian carpet though inferior to Persian 
parpet was largely patronised by the aristocracy of the 
country. Agra, Amritsar and Mirzapore are the chief 
centres of the industry. 

I ilacgregor,llepon of !lrilioh Trade wilh India, pp. :\3S.34. 
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Embroidery was an important artistio industry of the 
oountry. It is either worked in loom or wrought by needle­
work. On cotton fabrics the patterns are ma.de of cotton, 
silk, gold or silver wire twisted with silk thread called 
Kalabatun. Dacca and Luoknow are the important centres 
of embroidery work. 'fhe Jamdani Muslins of Dacca were 
in general use in the nineteenth oentury. The Kashida was 
a favourite -cloth among' the Arabs, the Persians and the 
Turks.1 In Bena.res silk fabrics are embroidered with gold 
1lr silver thread. Some of the best gold embroidery is done 
on a velvet ground or on English broad oloth. Elephant 
jhuls, horse-trappings, palki-oovere, caps and slippers 
were embroidered with gold or silver thread. Ivory 
carving was another artistio industry. Carvedobjecta in 
ivory were worked in some places-the most important 
being those made at Murshidabad and in Travaooore. The 
Murshidabad. manufactures were perhaps the best in India 
II fully displaying in them, the finish, minulieneas and 
ingenuity characteristio of the Indian art. It Pictorial ivory 
cards, toys, figures, images of gods, combs, fans and bangtes 
were manufactured from ivory. 

The mosaio work of the Tajmahal is employed in the 
decoration of plates, eups, boxes and other small objects. 
The ari Ulnsists in inlaying on white !UMble ground 
eoloured stones. The marble work of Agra is so much 
-esteemed by the·tourists thr.t the vitality of the industry 
depends largely on their demand. 

Sandalwood carving was an imporlan* artistic industry 
of the Presidencies of Bombay aud Madrr.s. Beautiful figures 
were cr.rved on wood for display on windows or ~-leaves. 

The chief product of Bombay was its ships. Ship-building 
in Bombay dates from 1735 when Lavji 

Bhil"baildiat ill- Nr.sarvaniA, ~ Farsi foreman of the . ....,. .-
Company's ship-building ;yard Ai Surst 

1 T. N. Jfoobrjot..rIa ........ _ .. -. ..... 
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was induced to come to Bombay.l There were six firms 
of builders who had an absolute monopoly of the docks. I 

In the first decade of the 19th century many merchant 
ships of from 600 to 1,300 tons were built for the country 
trade and for the service of the East India Company. In 

beauty of construction, workmanship and 
eonslruction of ships d b'I't th t . f . t in Bombay and ura J J Y ey were no lD enor 0 any 

Calentt... class of merchant ships in the world. 
Bombay was the first place outside Europe where a ship of 
the line was built. According to Low, the largest ship ever 
built in Bombay was the Ganges a frigate pierced to carry 
92 guns and of 2,289 tons. Of other men.of-war there were 
launched one of 74 guns, two of 38 guns, two of 36, 
two of 18 and two of 10 guns. For commercial purposes 
there were built up to about 1816, nine ships of about 1,000 
tons, (ive of 800, six of 700, five of about 600 tons and 35 
smaller vessls." For the skill of its naval architects, the 
superiority of its timber and the excellence of its dock, 
Bombay was ,considered of great importance in the 
British Empire in India.' In Bengal, Calcutta became the 
centre of ship-building industry. IJl 1801, 19 ships 
of 10,079 tons in the aggregate and in 1813, 21 
ships of 10,376 tons were built in . Calcutta. Between 
1781 and 1821 the number of ships built in Calcutta 
was two hundred and thirty.five. The construction of 
ships was not confined to Calcutta alone. At ,Fort Gloster 
between 1811 and 1828 twenty-seven vessels me8suring 
9,332 tons were built and as early as 1808 a vessel of 1,450 
tons, the Countes8 of Sutherland was built at Titagur near 

'Barrackpore. " So great had beeD the improvement since 

1 Low. lluJjan Navr. J. 178 (quoled in Bombay G._. VoL xm. p. 117). 
t Hamilton. HindDlthan. Vol. n. pp. lli6.IS6. 
I Hamiltcm. HindDlthan. p. 1111. 

« Bomba7 G ... U ..... VoL XllI, pp. &J.7·1S. 



INDIAN INDUBTBIBB AND THEIR DEOLINE 17 

that period that Bengal ships hum of· teak and saul were 
prelerred to any other for durability lilld wear." 1 

In addition to the activities of the Company in ship-build~ 
ing there were ttlany ships built in India' mainly for the 
coastal trade. In lower Bengal the inland traffic was carried 
mostly in boats during the rainy season. This necessitated 
an' extensive boat. building industry in the interior districts. 
About the district of Gorakbpur Dr. Francis Buchanan 
wrote, U Many are employed by timber merchabts in squar­
ing logs and a good many are employed in building boats. 
Boats of 1,000 maunds burden were constructed costing 
Rs. 700 each. Annually according to demand there are 
built from 200 to 400 boats." It should be observed here 
that the ships in that period were built of wood and in 
Bombay there was a regular supply of timber from Calicut. 

I have briefly outlined the various industries which were 
extant in India in the beginning of the nineteenth century. 
We have no statistics to show the proportion of peOple 
engaged in manufacturing industries in the first half of the 
nineteenth !)eI1tury. But there seems to be no doubt that 
these diverse industries gave employment to a larger 
proportion of the population than it is a' the present time. 

The most important feature of the organisation of Indian 
industries was that they were carried on in 

n-.. iaalloa crt 
Iad;;~... the cottages of the workers. The master 

manufacturer 'Was the central figure in 
eaoh concern. He was assisted by the members of his 
family and oooasionally by hired labourers on wages. There 
was little division of labour as the master manufacturer had 
to play the r61e of a worker, a capitalist and a dealer. 
:rhus. the country had the same induskial organisation as 
was prevalent in England just before the Induskial Revolution. 
!rhere were certain industries BUob as cotton and silk in 

I GoooI Old DaJ- 01 "" U .......... J ..... OompallJ ... 111. 8' .., 



laBVOLU'l'tONO~ INDIAN' l~'Dt18TRIE8 

which there was a partial divisiort of' funotioni. This 
corresponded'to a certain extent to the dOlIiestic system: of 
England under which materials were advanced by the 
dealers and finished goods were purchased by them, ~he 
workers receiving only piece wages. In cotton weaving 
industry the system was by no means uniform. The 
weavers received yarn from their customers and supplied 
cloth, receiving a remuneration for their work. There was 
also production for the market, in whioh 09.S9 the weavers 
bought their yarn mostly on credit from the dealers and sold 
thEi product in the weekly market. In the artistic industrieS, 
production was carried on according to the orders of customers 
mainly with advances from them. 

Industry was often combined with agriculture but to 
what extent it is difficult to say. In rUl'al industries agri­
oulture was partially combined with industries, e.g. the 
spinning industry was aD occupation of the farmers and 
their wives as has been noticed previously. 

The urban industries were more compact and closely 

OrglDi .. tion 01 
IIl'ban indoatriea. 

organised than rural industries. Here ~he 
institution of C9.ste served the same func­
tion as the guilds' in mediaeval Europe. 

Thus in the district of Bhagalpur Dr. 'Buchanan found that 
in towns, every trade had II chief MlIed by various names 
'such as Chaudhuri. Mistri" Dangriya,etc., who received 
,petty fees from his associates, represented all grievances 
to the officers of the Government, regula~ the prices of 
laboUr and commodities, settled petty disputes and supplied 
any large demands such as when persons of rank or bodies 
DE troops passed.' In the silk-weaving industry of Lahore 
there existed a similar organisation hall a century baok • 
. The industry within the city regUlated its dealings with the 
customers in respect of wages and qualitfof products manu-

• Martia. BI.o&cII)' ~ Buleni tattia, veil. It, p. .. 
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factured. But t]lis kind of organisation is fast disappearing 
and is giving place to 11 competitive system. 

The East India Company were interested in· various in. 
. . dustries but the most important were, as 
o'!!~111 01 &h. was noticed before, cotton, silk, ealtpetre, 

indigo, and sugar. They established 
factories in important industrial centres for securing 
merchandise for their investment. These factories were not 
factories in the moderQ.sense of the term but merely pu~ 
chasing agencies with commercial residents in their charge. 
They followed the traditional system of making advances to 
the producers for the delivery of goods. The Company by 
virtue of their Charter had a monopoly of the trade of India 
and private traders were allowed to exist mainly at their 
sufferance. It is undoubtedly true that there was a great 
increase in industrial activities owing to the opening of 
broad and important p:iarkets for India's commodities, but 
this extension was attained by a policy of systematio exploit­
ation amounting in many cases to gross oppression. As 
regards the extension of industrial activity we have the evi­
dence of Mr. Brown who remarked that "Previous to the 
year 1798, a ship arriving in the Bengal river with funds"to 
the extent of thirty thousand, and in want of bale goods. 
was compelled to remain until they could be manufactured 
at the different aurangs ; whereas at the present period there 
are seldom less than One million sterling in value of cloths 
belonging to the native merchants deposited in Calcutta for 
sale and of every other species of merchandise in equal pro­
portion ... I n was the combination of political power with 
commercial activities that was the source of all troubles. 
Before 1811, the Company's investment of piece goods was 
~ 01 _pal.... provided under a most rigorous and oppres­

:;:. ~ -""'I sift ayetem of coercion ; the weavers were 
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compelled to enter into engagements and to work for the 
Company contrary to their own interests/ Rega~ding the 
proceedings of the Company in Western India we have 
the evidence of Mr. Rickards that the Surat investment was 
provided ~der the « most rigorous and oppressive system of 
coercion," that the weavers were compelled to enter into 
engagements and·to ·work·. for the Company contarary to 
their own interests and· of course their own inclinations, 
choosing in some instances to pay a heavy fine rather than 
be compelled so to work. ·They could get better prices from 
the Dutch, Portuguese, French and Arab merchants for in­
ferior goods than the Company paid them for standard 
or superior goods i that compulsion and punishment were .. . 
carried to such a height as to induce several weavers to quit 
the profession.' It was, further, the object of the commercial 
residents to keep the weavers always under advance from 
the Company as the regulation of Lord Cornwallis provided 
that no party contracting to furnish Company's investment 
should be permitted to work either for himself or for a 
third party until he had completed his engagements. These 
regulations further authorised the co~mercial agent to place 
the cOntracting parties under surveillance of their native 
officers in order to expedite the completion of their contracts. 
In Lord Wellesley's well-known letter of 19th July 1804 to 
the Madras Government, a similar !)Ourse of arbitrary pro­
ceeding is detailed as being the practice of the commercial 
factories under that Presidency. 

There was a similar system of compulsion in the 
the silk industry. The Company had twelve filatures all 
over Bengal for the purpose of reeling silk. In 1769 the 
Company introduced into Bengal the exact mode. of windi1lg 
practised in the filatures of Italy and other parts of the 

I BvideDceoaf ~ aad GGr.ha bet"", ilia SoIea$ Commlt!ee, 188'J, Vol. IV, 

p.4TT. 
I AD.. !llY6-J!:YideDao bofan ilia Sele5 CammnIeo .. Bad Indi ... Aloin, 11\81. 
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Continent with the help of Italian and French reelers. ' ,The 
silk uidustry had three_ stages: the cultivation of mulberry, 
the rearing of worms and the winding of cocoons. The. 
Company's commercial residents made advances to the 
pykars . (wholesale dealers of the villages) who in their 
tum made advances to the growers and producers of silk. 
When they received advances from the Company they were 
prohibited from aeIling their produce to any other party 
even when the advance was small. It was an established 
practice of the Company's agents always to keep the 
silk-growers under. advance. l It was almost impossible 
for the cocoon-rearers to free them from their perpetual 
engagements with the Company. It was pointed out by Mr. 
Bracken in his evidence before the Committee of 1832 that 
any attempt to make themselves independent, might expose 
them to much vexation and injury. Indeed the records of 
the Bengal Government would show many instances of silk 
filatures destroyed by the peons of the Commercial Residents. 
and of indigo plant ploughed up on the allegation that the 
ryots had engaged to cultivate the mulberry. Prices of 
cocoons were aettled after their delivery and the sellers were 
compelled to accept a price dictated by the Residents. Even 
as late as 1827 the Board of Trade sent instructions io fix 
the prices of cocoons arbitrarily. If It will be your duty." 
they said ... to explain these matters fully to the peons and 
rearers of COCQOIlS employed under your factory, so as to 
prepare their minds to submit, without murmurring to the 
prices you may deem it necessary" under these orders. to 
determine on granting them for the silk and cocoons pro­
duced during the several bunds of the year." I 

The same arbitrary procedure was followed in the provi­
sion of saltpetre. In the saltpetre industry of the district of 

1 .......... ., s..h ... 1IopoIt ., ... 1l0l00& c-i-. J8II,. 'V ... IV ... '18. 
• ~., ......... ., TnoIo, INa Api!, l8II7. 
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Gor~khpur,itwl!s fQund by Dr. Buchanan that the Com­
pany's authority and monopoly enabled the Resident to 
purchase cheaper than an individual co~ld.' 

The Company had five salt factories in ~engllI. Salt 
elllllDOll~. '\Vas a monopoly of the Com any for revenue 

purposes. There were 7,556 persons Qr 
families ill the agency of Hidgelee and 5,832 in the agency 
of TU!lllook who were coerced to manufacture saIt at rates 
considera\>ly less than were paid to persons making salt by 
contract or hire." 

It will,thus, be manifest from the evidence cited, that the 
mOllopolistic advantage of the Company backed by political 
power was applied againat a people too ignorant and innocen t 
to understand the nature of their transactions. But it was 
endorsed by a responsible man like the Right Hon'ble Henry 
Dundas. He thought, that, if the dealing with manufacturers 
was to be laid open to the uncontrolled competition of every 
individual, "the consequence would be a boundless scene of 
IlOnfusion and fraud and ultimately the ruin of the mal)ufac­
turers themselves ... • The truth was, however, the opposite. 
It was the monopolistic system that was responsible for 
fr(lud. If the manufacturers had got remurierati ve price for 
tJleir products, they would have voluntarily done their work 
and no compUlsion would have been necessary at all. 

The nineteenth century f~om the standpoint of economic 
development is a record of the gradual 

Deali"" of iDdaoto:J. 
decline of indigenous industries. It was 

noticed before that the cotton manufacture was the great 
staple indUstry of the country and it was thill industry that was 
first affected.. Cotton industry was established at Manchester 

1 Hamn,lIistarJ 01 Bulera Jadi., Vol. n, p. 1S63. 
t Appendis '" \be Second Bepon of lb. BoIeS Commi_ of J BlO em \be alun 

of 'lla E .. , India (lomplIII1, p. 195. 
• Lotio. hom \be Bich' Boa'b!e lIem:r DDDAIu '" Q,. Eo" lDdit Com~. loa 

Aprlll800 (Appendis No. 47. popon romomi., tho Wade be_a India IDd Earupe). 
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the 'begimiing of the 'eighteenth century but .~ Manchester 
cottons" were then a. mixedfabrio' in which linen yarns 
were used fot the warps of cotton goods. l 'rhe machines 
used in the cotton manufaoture in England up to the year 
1760 were nearly as simpl« as those of India.' But it was 
the Industrial Revolution that placed England in an advan­
tageous position. The meohanical inventions that followed 
one after the other, revolutionised the cotton industry of the 
country and by the beginning of the 19th century it,was 
established on a Boale capable of exporting' its produots ,to 
foreign countries. 

The following table illustrates the course of trade' in 
""(' 01 ~ f ootton goods between England and 'India 
Uf'tI IDe ex I 0 , ..,..... ... ... u""'_ during 1601-1840. ' 

and in.,..... 01 impona. 

Exports of ootton goods from ,Imports of cotton goods hom 
ludia. England. 

Pieces. Value. Cotton manuf_ Cotton yam. S 

t\l1'8. 
Jl j 

1801 l,6S4,SlCI'7 £1,680,46'7 16,191 .-
1811 8511.676 £700,718 107,806 ... 
18'J2 866.497 £809,202 1.118,286 • 805 4 

1880 196.'79 1.'188,'11'7 ~.9li5 

1840 849,961 . ... 8,025.656 84'1,530 

n will be manifest from the above figures tbat the export 
of Indian cotton goods to Great Britain reached its vanish­
ing point by the year 1880, wbereaathe importation of 

I au- Bimo, 01 00&&0II _~ p. lOI!. 

, '"'" p. UI. • 0...,... _ .... iJDponool iIl .. 1DoHa ill ISH, ... ..., ,. 6 ( , 1M 

_ ......... .. Iff: eift K..onc-.~" BriIioIo ....... .mII ..... p. ua. 
• 1'ir- for l8Il1. 
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· British piece goods and yani advanced with galloping strides. 
The. market· for Indian manufactures was affected by the 

· Fren.ch ~Revolutionary War' also. During 1804-05 large 
stocks of. InC!il!on goods accumulated in the London market, 
the rll-exporUrade having almost ceased owing to war condi­
tions. There was hardly any prospect of the revival of 
thll re-export trade as the continental countries were also 
'developing cotton manufacture at this time. Thus, we find 
Mr. Larkin remarking, '( we should not be too sanguine that 
the deman,d for the piece goods of India can ever be so great 
· as formerly, since numerous and extensive cloth. factories 
have been recently established in the interior of France ; 
and there ali well as in England, the weavers have succeeded 
in imitating with so much· exactness the fabrics of Bengal 
(particularly our coarse and middling assortments ot 
Muslins) that there is every reason to believe, our trade 
in Muslins of this description whether for the home or 
foreign markets must inevitably dwindle to nothing." I 

There was, further, the consideration that the tariff policy 
British T~ ~" of Gre~t Britain was al~ i~ some measure 

. responsible for the restnctlon of the sale 
of Iiiaian piecegoods in Great' Britain: . It must, however, 
be admitted that the export trade was trifling in comparison 
with the Indian home market but yet the heavy duties did 
not fail to produce their effects. The export of piecegoods 
considerably decreased during 1790-1800, and Mr. Brown 
.", r" 

ascribed this decrease to the prevailing national system of 
duties and drawbacks.! The same opinion was expressed 
)y the Court of Directors that as far as the use of the cotton 
fabrics was superaeded in these kingdoms, by the cotton 
mamifactures of this country aided by high protective duties 

I :r.m.a, Bepon OD tile Bslemai Com_ 01 Brilioh IDdia II eorried aD by 
InoJi9iduala in the .,.. llkK-OIi. 

I . 1$-fram Mr. BrowiI·. Bepor$ aD IIIe Impmand B",,",·'fnIdt 01 C~ 
b1 Boa. 1IlOl'(u' 
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there appeared to be little prospect of recovery.1 It should 
be observed that the rates of duty c4arged on Indian piece­
goods were enormously high as the following figures will 
show:-

1808 

1804 

1805 

1809 

1818 

1814 

1825 

But India wbite oalicoes 
Per oeD'. ad. va.l. 

59 

65 

6& 

71 

85 

67 

10 

E .. t India MUllini aDd NODkiD. 
Per cent. al. 1:101. 

80 

84 

85 

87 

44 

87 

There seems to be no doubt that these ruinously heavy. 
duties raised the prices of Indian goods largely and restricted 
their market. when the expansion of market was itself a 
difficult matter due to high freight charges. It maYI how­
ever, be argued that the re-export market was open and there 
was a drawback on re-export. But the merchants had to 
lock up suoh a large amount of capital when they brought the 
goods with the duty paid that this branch of trade was no' 
considered profitable.' 

In addition to the restrictive commercial policy pursued 
by Great Britain, the system of internal duties levied by the 
East India Company had its due share in crippling the 
industry. These duties were so heavy and vexatious that 
the handloom industry was placed at a considerable dis­
advantage in its competition with the machine-made 
products of Great Britain.' 

I ~ r- Iho Court: of ~ ... 1M Gcnemor.oe-u ia CoouociI,!rJ&b 
, ..... lSUL 

• lW. 
• ..... r.JIer dolaila _ "'" do ........ Pi.-! PoIiq ia Iho N~1Ia 1loD&v7 • 

• 
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The decline of the cotton manufacturing industry has 
been continudus throughout the nineteenth 

Buf.riDg. of hand- t Th .. . f 
100m weavers. cen ury. e growmg ImportatIOn 0 

machine-made goods threw the weavers 
out of employment. We have no record of the outbreak of 
riots among the weavers as we have in Great Britain resist­
ing the introduction of machinery. The lot of the weavers 
of India has been one of silent suffering and calm resigna­
tion. As early as 1829 Lord William Bentinck visualised 
(. the gloomy picture of a commercial revolution productive 
of so much suffering to numerous classes in India as is 
hardly to be paralleled in the history of commerce." 1 But 
it was during the latter half of the nineteenth century that 
the decline of the industry produced most serious effects. 
The improvement in the means of communication and trans­

. portation which mostly took place during this period, placed 
within the reach of the people the cheap fabrics of 
Manchester and of Indian mills. The industrial surveys 
undertaken towards the end of the 19th century describe vivid­
ly the effec1ls of imported goods upon the indigenous industry. 
Thus, it was reported about Midnapore that half a century 
back, the indigenous manufacturers were in a flourishing 
condition for they commanded the local markets which have 
since been occupied by machine-made manufactures." About 
the district of Hooghly it was reported that the weaving 
castes had gradually decreased to one-ihird of their number 
compared with their numbers about 20 years ago. In th,e 
district of Rajshahi nearly within the period of a single 
generation the number of villages in which the industry 
ceased to exist is 234.. In the Presidency of Madras the 
weaving industry declined greatly in recent years owing to 

I Minute of &he ao ... mor-General, dalecllb. BOth MaJ, 181!9. 
• N. N. BUl1eri .. , .l Moaograph 011 &he CoIIoI1 F.brico of Bengal, 1898, P. &. 

~.p.9, . 
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the importation of maohine-made fabrios.' About theootton­
weaving industry oC Oudh Dr. Birdwood SQi-d that in Oudh 
before its aI\nej:ation a large number of lower c1As~es were 
employed in weaving cotton and their looms paid a fixed 
annual duty to the King but the industry received a deadly 
blow directly it was exposed to the unrestricted competition 
of Manchester.' The oloth industry of Llldhiana has how­
ever declined on the whole, as its drills and gabroons are 
retiring before the products of the Bombay mills. Its susi 
has long disappeared.8 Broach under the East India Com­
pany was a great centre of cotton manufactures; but the 
industry was ruined by the unrestricted Manchester imports, 
and of the thirty varieties of cloths enumerated in the fac­
tory diary for 1777 only six were made.' These accounts 
gi ve an idea of the progressi va decline of the staple industry 
of the country and we may deplore it. But this decay would 
have been inevitable under the circumstances. In the 
oompetition between machines aided by mechanical power 
and hand power the latter must ultimately yield to the 
former though it might struggle on for some time. 

In the silk industry the decline did not· commence 80 

Deali"" of •• port of early as in the cotton i ustry. It has 
oilk. been pointed out t up to the third 
quarter of the last century the exp of raw silk gradually 
iuoreased and it· reaohed ita maJlmum in 1875. But this 
corresponded with Ule period wheu the European silk indus-
try was alrected by the deadly disease of Pebrine which 
reduced the ouUurn of silk~n France and Italy. It was 
towards the latter part of the nineteenth century ~hat t~ 

I Thua .... 1 M.......... DR tll,;Co"_ Fabric IDdUI\Q of ... Kodru rn.;. 
....... f.l~. ~ 

, Jh"',""""lDd .. lriU lite of rDdi~ p. IM1. 
I Lalla. laduoIri., Pujab. , 
• --...,1_.1 lite oIlDtlia. P. SA. 
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decline became persistent as will appear from the following 
figures of export:-

1876-80 (average) 

1881-85 

1886-90 

1891-95 

1896-1900 

Ibs.1 

1,074,837 

480,992 

486,516 

601,171 

632,164 

The causes of the decline of the Indian silk industry 
have been various. When the silk-worm disease known as 
Pebrine caused a havoc on the European silk industry an 
attempt was made to import disease-free seeds from all parts 
of the world specially from Japan. This led to an enor­
mously increased production in Japan, to the production of 
better qualities in Europe and the demand for Bengal silk 
began to fall.' The competition of foreign countries in 
the consuming markets resulted in a sharp fall in the price 
of raw silk, the production of which gradually became un­
profitable. B To add to this, the high rent of mulberry 
lands compelled the cultivators' to take to the production of 
other crops.' The Indian industry was also affected by 
Pebrine which broke out in an epidemic form after 1875. 
There were further no improvements in the technical process 
of the industry, though the large producing countries such 
as Japan, Italy and France perfected the reeling process; 
The development of the artificial silk industry has also been 
responsible in some measure for the decline of the natural 
product. 

'N. G. Mukherji, MODograph on Bilk Fobrico. 
• Maxwell Loftoy, Repon on on Bnqaiq inlo \be Bilk Indut..,. 01 Jodi., p.9. 
• In 1871-72 the prico 01 raw IiIk w .. Re. 23-1B-1 por ... r and ill 191JO.OI a wu 

B •• 14-8-6. 
• Renla of mDlbeny lond. ..ried from Ro. III 10 Ro. 16 par bigha .. hozeu Ib 

lando had 10 pay Re.l or Ro. 1-8 (oee Maswell LolfOJ'. Bop.n, p. 9). 
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'l'he silk-weaving industry has also largely declined, but 
this is attributed to a change in fashion. 

Cb.Dg_ of r •• biOD. 
In the Punjab it was reported in 1886-87 

that silk fabrics were much less worn by the well-to-do 
classes than they were in Sikh times, as European broad 
cloth and cotton goods had to a large extent taken their 
place.' Imported silk goods also affected the industry. 
Thus, in the Punjab there is an almost universal complaint 
that the silk industry of the province is falling off. This is 
attributed largely to thll competition of European goods 
which are ousting the native-made fabrics from the market." 
At Maldah which was once a flourishing centre of silk indus­
try. the same state of decadence is noticed, and for the 
same reasou.· The author of the Bombay monograph on 
silk similarly records with regret the decline of this industry. 
",The fabrics which he wove with steady persistence found 
ready sale, and provided the wherewithal to purchase raw 
material and to support the family. External competition 
and also internal calamity have confronted the weaver of 
every town.'" 

The growing 

Ino .... lld impon of 
roreilu .ilk .anurao-

"' ..... 

187()"'il 

1880-81 

1890-91 

190()..()1 

imports of silk manufactures during the 
last thirty years of the 19th century 
testify in unmistakable terms to the state 
of silk weaving industry in the country. 

Piece goods (Y ds.) 

4,058,411 

11,628,163 

10,082,619 

17,416,818 

• 

I 1 M_pb OIl the Si1t ~ 01Il10 Paajab,l8811-87. P. L 
I lW. p. I. 
I N. G. 1I11kbvji. 1 ~pb OIl &II. IIillr: FobriN aI BeapI. P. ll&­
I JIoIDbo,J lI_nop!> GIl Sill<. P. f8. 
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The backward state of the industry is due as much to 
purchasers who prefer the gaudier articles of foreign manu­
facture as also to the want of organisation and enterprise 
on the part of the weavers. 

The decline of the indigenous dyeing industry was 
Decline of tbe manifest towards the end of the last 

,d!o,.g iad •• !ry. century." The native industry" main-
tained its flourishing condition until the appearance in 
Indian market about 30 years ago, of the European 
magenta dye, which in a few years proved a formid­
able rival to safflower. Later on, the introduction of a 
large number of other European dyes caused a revolution 
in the dyeing art of the country. Owing to their cheapness 
and the facility with which they can be used even by un­
skilled hands, they became more and more popular and 
gradually supplanted all the native dye-stuffs with the excep­
tion of indigo.1 In the provinces of Bombay and Madras 
where the manufacture of indigenous dyes was at one time 
in a flourishing condition there is a similar record of decline.' 
This decline is due to advances in chemical science in 
Germany whose by-products from the c~al-tar industry have 
captured the world's market. 

The woollen industry was affected not so much by 
foreign competition as by a change in 

Stale of 'be woollea 
iIlduatry. fashion. It is the manufacture of country-

• made medium stuffs that have suffered 
from foreign competition. But the shawl industry has de­
clined because it has lost the patronage of the aristocracy 
of the couptry owing to a change in fashion. Bengal was 
an important customer of Kashmere and Amritsar shawl but 
overcoats and chesterfields made from imported stuffs have 
now taken the place of shawls. The causes of the decline 

I Radi. A Mouograpb DD Dyoo and Dr';D, ill the Nonb·Weotom p..m- and 

Oudb. p.8. 
I See Moaograpb .. DJeO and Dreioc in Bomb., II1I4I M ....... 
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in the export of shawls and other pashamina goods are sa.id 
to be (1) the loss of Paris market which wa.s· formerly the 
chief customer, (2) challge 01 fashion in Europe, (3) adultera­
tion in ma.nufacture, (4) success in the production of Rampuri. 
Cbadar in Engla.nd, (5) want of ingenuity in theproduc­
tion of new and artistic designs.' 

Indian artistic industries have greatly declined owing to 

Arlieti. indo.lri... diminished demand consequent On a 
change of taste and fashion. The manu­

facture of carpets, however, has been stimulated owing to 
increased European demand but the quality of the product 
hilS suffered great deterioration. As Mr. Chatterjee ob­
serves: II The designs are generally of an occidental type 
which the weaver does not understand and consequently 
fails to render with skill.'" The Kalabatun industry of 
Benares within recent years has suffered and the causes of 
the decline are stated to be the following :-

(1) The use of gold thread imported from Lyons in 
France which is of inferior. quality ; 

(2) The use of false smoked kalabatun. 

The artistic industries of India at present depend mostly 
on the demand of the tourists who buy these products as 
curios, but this demand is limited. The embroidery work 
of Oacc:\ and Lucknow has greatly declined owing to a 
change in demand. 

The above surv61 reveals the fact that the decay of in­
digenous industries is not to be attributed to one cause only 
but to various causes. Foreign COIDpemioD has been an 
importnnt factor no doubt but change of fashion coupled 
with the failure of the artisans to adapt themselTe8 to 
changed conditions and taste and to introdnce new design8 
of better workmanship baa also played ite due ahare. In 

I .a.»~ ... tile Wool ... 11 ... ",- ol Ibo Paaiab, P. 10. 
t .a.. 0. CII._joe, Nat .... aloe ~ or 1M U. P., po sa. 



32 EVOLUTION OF INDIAN INDUSTRIES 

the case of the cotton industry it was not merely the tariff 
policy which brought about its decline but there were other 
causes such as the Industrial Revolution, the restriction of 
the European market during the French Revolutionary 
wars, the oppression of the weavers and the monopolistic 
control of the Company. 

The effect of the decline of the indigenous industries has 
been a continuous tendency to ruralisation. 

Economic condi· 
ticm of tho w...... There are no accurate figures relating to 

the proportion of people that derived 
their subsistence from agriculture in the beginning of the 
19th century,but towards the end of the period this ten~ 

dency has been persistent as will be evident from the follow­
ing figures :-

Proportion of people 
engaged in agriculture. 

1880 69'6 

1891 61'06 

i901 66 

1911 72'2 

1921 72'\,8 

It was the weavers who were badly hit by the loss of 
occupation and who largely swelled the ranks of the agricul­
turists. Thus, in the district of Burdwan, it is reported 
that large numbers of weavers abandoned their looms and 
took up other pursuits. Indeed, very few families are to 
be found now who are wholly engaged in weaving alone.1 

A comparison of the census returns of 1872 and 189i in 
the district of Pabna shows that in 1872 there were 20,534 
persons engaged in weaving but in the latter year there were 
13.031, and the rest were abS?rbed in agriculture. 

I N. N. Bouorjoo. A Moaagraph ... $he OolioD rabrioo 01 Bougol. P. 8. 
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In Bihar in the district of Muzaffarpur the ,total number 
of weavers was reported to be 69,020 in 1891. About 25,0;.: 
did ply on their business as weavers, but tbe rest betook 
themselves to agriculture and other pursuits owing to very 
small profits obtained from the manufacture of cotton.1 

Even those who still clung to their hereditary occupation 
found their life miserable owing to the poor rate of remunera­
tion paid to them. In the Allahabad district the following 
rates were current towards the end .of the nineteenth 
century 1:_ 

For weaving yam into gui 8 pies per yaM. 

.. 

.. 
(,larba 

Dboti 

41 ... .. 
'6 ,. .. 

This would mean in the case of skilled workers 4 to 5 annas 
per day and in the case of unskilled workers 2 to 8 annas 
only. In 1888 Mr. T. N. Mukherjee expressed his sur­
prise that the handloom industry was not yet extinct in the 
country and the reason assigned by him for its continuance 
was the low value of human labour in India. ((Machinery,''!' 
he said, .. with all its modem improvements, seeme to con­
tend in vain with a moribund industry, that must linger on 
as long as the worker in it has nothing better to do than to 
produce from it four pence a day as the joint earnings of 
himself, his wife. a ~oy and a girl.' 

Aocording to Mr. Gupta Uie weavers' earnings in 1907 
on an average did not come to more than Rs. 8 a monUi in 
Eastern Bengal and Rs 4 in Assam. That weaving Uiere­
fore as a profession has not fewer followers UiaD it actually 
has, is almost entirely due to the fact that a very large 

, N. N. _joe, & II~ ... III. _ hIIriao '" lIeapI. Po IS. 
, IIilberrad, A ~ ... ___ hbriaI iD ... lIanIt-W_ ~ .. iD •• 

.... Oadb. 
I T. N. IIlJkborji, "'" .... II ... ~ '" IncIia, p. -, . -
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'_~ntage, ,perhaps .80 per :eent'j of the' weavers are also 
pPg'aged ItI. agricultural pursuits.1 . 

.. Irt the Punjab Mr. LatHi writes: .. The oondition of the 
'~eavel' is in all places; even where there' ill a flourishing 
trade in his .goOOs ... miserable. He is everywhera ignorant 
.p.d impoverished and earnS a bare Bubsistence for himself 
.and his family by a handicraft which is becoming les8 and 
!.eBil prtditable every: day." • 

In the sillt-weaving industry the condition prevalent did 
not differ much from that in the cotton industry. About 
the colldition of the industry at Murshidabad it is observed 
thatihe wages at the silk-weavers did not exceed six annas 
a day and even on such· terms there were times at which 
some wel10vers mund the industry so unprofitable that they 
gave it up and in many cases took to agriculture. and others 
iIi the same subdivision abandoned the weaving of silk for 
that of cotton.8 In the fresidency of Bombay also the 
condition of the handloom silk-weavers is not dilferent from 
what it ob.tains elsewhere. In Surat, Yeata and Poona 
where the Industry still holds a leading place, the decline in 
c ~ •• 

the craftsman' s position is noticeable. "The wages which 
the Deccan weaver can obtain compare unfavourably with 
the earnings of ten years ago .• ,. In. the dyeing and calico 
printing industries also the· restriction in the demand for 
na.tive dyed goods and the ilma\l profits obtained have at 
course led many dyers betaking themselves to other occupa­
tions sllch as agriculture, btick-laying and unskilled manual 
labour. Even in cases where they stiUwork as dyers they 
often do not live exclu!lively by that trade but also cultivate 
land and work aelabourerS.' 

1 G. N. Gupta, A Bunsy of !he lDcJustri .. alld Beoo_ 01 BNtera _,a1 
and Aaum, p. U. 

• IA~ bilustrial Pmljab. p. S. 
I lit. G. Makhorji. A Kanognph ... SiIt:rabrko of J!engal, p • .a. 
I A J4aIlotIraph IIpOII "'" Silt Fab'" 01 *he Bomba, PnoicIo...,., p. 411. 
t Pa_l, A JIoDasrapb 011 »7- and fI70iIIlf id BoaIba, ~, p. '\'. . 
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Village artisans such as blacksmiths and carpenters who 
mainly minister to the requirements of the agriculturists 
found a larger scope for their employment and improved 
their economic position. Where they were paid in kind the 

• rise in the price of agricultural products placed them in a 
better position. Tho blacksmiths. were also benefited by a 
lowering in the price of the raw material. The braziers 
alsl) largely extended their business owing lie) the importa­
tion of cheap raw material such as oopper and brass sheets. 
Where· th8 artisans were paid money wages their economic 
condition greatly deteriorated. Their wages were nearly 
stationary but the price of necessaries rose a gooi deal. 
The wors'sufferers were the handloom weavers who wer& 
faoed with .. progressive diminution in their remuneratioB' 
and at the lame .ime with a rise in the price of provision&.. 
The deterioration in the economio condition of the weavers hali 
heeD minimiied by some 'Writers I on the ground that the 
weavers were DOt muoh better off in the beginning of the 
nineteenth century. Even in the beginning of the nineteenth 
century. it is found that the condition of the weavers W88 

better than that of the agrioulturist, and it is borne out froiD 
a statement in ~he repo" of Mr. Larkin who pointe out: " A 
man ·will earn more by bis loom than by bis plough, and it is 
not clear to me that the oultivation of the lands i, a more 
advantageoua mode of employing the weaver."· In the 
palmy days of the trade in Daooa mlllllins, the Tantis were 
as a rule in 9ery good circumstances. Moat of them built 
puccGoouaes and lOme even went to the length of working 
only far five or Bii montha in the year, and enjoying the rest 
of the time wiUi the sale-prooeeds of their muslins. Their 
preeeoi oondition is deplorable and Ule sales are just sufJicieni 
11;) keep mOai of them from hand to mouUl.' 

1 00Wa0,'" ~ .. Arta U<l1Dd ...... <I. JloapL 
• IaulIa, ~ INa ... ~ ...... ' wi ComE •• 01 ~ JBOt-OI. 
• &. .. ..:. Ijoo,.& II .......... O'-....... IIoapI, .... 



OHAPTER n 
CAPITALISTIC AGRIGULTURE 

The· decline of indigenous industries has been partly 
compensated by the growth of modem 

Indio.-a land of industries, the beginning of which found 
.all farming. 

its manifestll,tion in capitalistic agriculture. 
Agriculture has been carried on in India from time immemo­
rial on a small scale and even now the process is the same 
over the whole country. Even where special products were 
grown for the market there was no exception to this general 
rule. Each farmer grew products just enough to cover his 
subsistence an4 the payment of rent. Where holdings were 
large they were let out in small parcels, the owner receiving 
his rent. But large farms with tenants cultivating with 
regular hired Jabour did not form a part of the economic 
organisation of the country. 

The introduction of capitalistic farming for the exploits-
Capitalistic farm- tion of the resources of the country is to 

;!Ii.l:'~:wd.!I be traced to British enterprise and interests. 
enterprise. In the colonies the British people succeed­
ed in establishing large farms with slave labour for growing 
special products suited to the requirements of the mother' 
country and generally of Europe and this form of industry 
has been designated as the plantation industry. In India 
the production of indigo was the first plantation industry to 

be started on a large scale. It was not a 
p!'::::;;!:..trr~ new product in the country but it received 

a great stimulus owing to the efforts of the 
Company to make it a staple product of the Indo-European 
trade. That indigo is an original product of Hindusthan,_ is 
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t>roved.by its name Indioum among anoient authors and 
hence. it was until very _recent times oalled 'lndico' in 
European commerce." 1 {. Whatever the original source of 
supply," writes Mr. Moreland, .. it is olear that indigo was 
the commodity chiefly sought by the first European buyers 
in India." I 

During the first century of the commerce of the East 
India Company it formed a prominent artiole of their expor­
tation but it was then produced in Western India and the 
Gangetio plain, the chief port of export being Surat. The 
successful introduotion of indigo in the West Indies, however. 
obliged the Company to discontinue their imports from 
India. About the middle of the eighteenth century Europe 
was supplied by the Spaniards and the French who manufac­
tured the finest kinds of indigo in St. Domingo. It was 
after the destruotion of the indigo factories in an insurrection 
in St. Domingo, that the Court of Directors of the East India 
Company turned to India about the year 1779-80 for the 
supply of indigo. Europeans acquainted with West Indian 

methods were induced to proceed to Bengal 
ill 'B::oL ID"'"'-d to grow indigo for exportation to England. 

That there was a great development in the 
produotion of indigo is borne out from trade figures. In 
1i77 the article indigo was unknown as an export or not 
exported, whereas in 1795-96 the quantity shipped from 
Caloutta to the port of London was 4.,000,000 lba! 

In their letter of the 80th May, 1792, the Court of 
Directors wrote: " It affords us muoh pleasure to remark that 
the article as to quality is still increasing in reputation. It 
has already surpassed the American and the French. and 
there is no doub& but, by perseverance and attention on the 

I lql •• ..., .. 1110 Procboe\i .. B .- "''''olio" Po IN. 
• .. ...... Pnm A1t_ ... Aunapob, Po 108. 
• ....... ~ OIl .... ~ .... Baport TrMo '" Cd .7 17111& 
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pari of the planters, it will effectually rival the SP\lnillh. If I 
Bengal was the largest producer of indigo. The moisture 
and the richness of the Bengal soil and climate are favoqrabIa 
to the luxuriant growth of the parts of vegetation from 
whiehthe eolouring matter is secreted, But other proViuces 
also contributed to the supply. The total production of 
iIldigo anu;>unted to 140,000 IlIaundS distributed aIDOng the 
d.ifferellt provinces as follows ;-

Bengal 40.763 Mds. 

Behar • ., 82,699' .. 

Madras' 34.000 .. 

North-Western Pl"OVinces .~ 21,648 .. 

, Other parts 10,982 .. 

140.000 Mds, 

The value of this product at the average' I>rice of Re. 200 
per maund was nearly three crores of rupees. It would, ihus, 
appear that indigo was a source of considerable wealth to the 
people of India but the system under which it was cultivated 
would show quite otherwise. The cultivation of indigo may 

be classified under ~wo great heads :(1) the 
ia=:t~~~ Nijabad, i.e., cultivation by the planter in 

his farm with· hired Labour; (2) Raiyati, 
i.8., cultivation by ieJ;lants in their farm.. The greater 
portion pf indigo cultivation WBS under the Raiyati 
system as the cultivation by the planters themselves 
W8suot profitable to them! There WBl, further, another 
difficulty in the way of culti vatioll by the planters, as the 

I Hepor' at. .... P......ai.g. '" .... BaR IDdi. Complll1 ill ....... ... .... 
Oal_ aa lbauf_ uf Iadito, po 6. 

I MiD .... "' .... Li ..... "" Genmor OIl ilia BepIn" Iba IDdiao (lnmmjeeian 1_ 
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Europeans Were not allowed by law to hold land' and'whete 
they had Nijabad cultivation, the land ~as held in the name 
of theit subordinates. Under the raiyati s~tem' of cuJtiva­
tion advances of cash were given to the cultivators who 
entered Into contracts with the planters for the cultivation 
of indigo and these contracts were either for one year' or 
varied from three to live or ten years. ' The advances ~re 
invariably at the rate of two rupees per higha and for this 
Bum the raiyat agreed to give lands suited for indigo, to 
prepare them to sow indigo, weed it and deliver the 
plant at the lactory. The plant delivered was made into 
bundles whioh were messured by a six-foot chain passed 
round the centre of the plants. Oredit was then given to the 
raiyat at a rate which ranged from four to six or eight 
bundlea for the rupee. 

To his credit was set down the value of the product and 
to hie debit (1) advances, (2) oost of the stamp, (3) coSt of 
the seed, (4) cost of carting. 

There was another system called Shouk Dadan, i.e., free 
advances under which the raiyat was not charged for seed 
or cutting. He had only to cultivate and BOW and was paid 
at from four to six bundles per rupee. The system preva­
lent in Behar was slightly ditrerent from that of Bengal. 
The raiyat was given advance at the rate of rupees three 
per bigha. This advance was not carried on as a debt 
against the raiyat if tht'l'e was a failure of the crop but he 
used to get an additional rupee for his labour. The maxi­
mum amount that he oould gN over his advllllOllll was 
Rs. 8-6-0, so that however exoellent the crop might be the 
raiya' would 110' get more thllD Rs. 6-6-0. 

The s)'BWo of indigo cultivation .. pursued in Bengal 
was not voluntary hut the raiyats were ... o.:~-: ouI"_ compelled to . receive advances to sow 

" . . indigo. That it waa Mtendad with graft 
abuses and was the source of oppression to the raiyat was 
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recognised by Government as early as 1810. The compul­
sory nature of ,the cultivation of indigo by ,the raiyats was 
evident from a circular, dated the 22nd July of 1810, when 
the Magistrates were directed to report all proved instances 
of planters convicted of " obliging the raiyats who reside in 
the vicinity of their respective factories, to receive advances 
and of adopting other illicit and improper means ,to compel 
them to cultivate indigo." 1 The force and violence, with 
which the cultivation of 'indigo was continued were recog­
nised by the Court of Directors in 1828. In their letter to 
the Government of Bengal they pointe~ out.-" The lawless 
violence of indigo planters in the interior of the country 
was strongly animadverted upon in the circular orders 
issued by the Government on 13th and 20th July, 1810, and 
we see with regret that it has not been repressed. In some 
places these persolllS keep large establishments for supporting 
their claims by force and they or their servants become in­
volved in violent affrays or ot~er breaches of ' the law." I 
In 1823 a la,w '(Indigo VI of 1823) was passed which insist­
ed on two things-first there should be contract in writing 
and second that the contract should ref~r to a piece of ground 
with defined boundaries. The raiyats had practically no 
protection under this law as they wer~ mostly illiterate and 
at the mercy of the factory servants. This law was, however, 
more honoured in its breaCh than in its observance.' The 
finding of the Indigo Commission 00 the question of the 

I Hioule b1 the Lieuleoant Go ..... ar '" Beagal, 00 tbo Bep.>rl 01 the Indigo 
CommissioD. 

I B_t from .1 udici&1 Lotio. to Bengal, daIecl the 6th 'ogaot, 189fI, 
I Hioutoa of Eride ... hel..... the Jodigo Commiaion, p. 261 (B.idooce '" lb. 

Latoor, Beasio .. ludg. nI IIA-P.rgan .... ). .. I obarg. DpOD lbo Indigo plaot.on, 10 

far .. m1 .:q>erie ... io th. Puridpar dielriot g.... lbol Ib" h ... g .... 11 rioIaIe4 
the ..... 1iala nil.... Tho people ill F.ridpar during m1 in_ig.lion ""* me ioto 
their 'fiII.g .. , &bowed me their h..... with the indigo plaDt growing up their..., 
dOD1ll. The pltmtor cJia __ with 001 writ'"" ._ .... 1. Bl"". oigutun ... 

labo to 0 blaok Itomp r-." 
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exploitation of the raiyats by the plante1'llwBS(lOnclusiveaa 
will appear from the following statement ....... •• We feel that 
it is inoumbent on us first to place in thft Iltrongest and 
olearest light, the· raiyat as he appears to us, deprived of 
his free will and bound to continue a oultivation, whioh 

. does not give him a fair or adequate profit, whic~ i.n its 
worst aspeot he absolutely dislikes, and in its favourable 
aspeot, he is only induoed to tolerate. All the defeots of tbe 
system, inherent and inoidental, all the faults whioh justly 
are to be laid at the door of either planter or raiyat, by 
their respeotive opponents, may be traced originally to one 
bare fact, the want of adequate remuneration. It is that 
which mainly renders the possession of landed influence in­
dispensable to extensive oultivation and it is owing to this 
that the planter has to urge the raiyat to plough and to sow, 
to weed and to cut by means little short of actual compul­
sion." 1 

The raiyats were kept in a state of bondage by the 
system of advances. It matters little 
whether the raiyat took his original advances 

with reluotance or oheerfulneBB, the result in either case is 
the same: he is never afterwards a freeman! Not only the 
raiyat who took advances became the bondsman of the 
planter but his descendants could not escape it. Ii was 
aBSerted by the railats and admitted by the planters before 
the Indigo CommiBBion that many of the raiyats were not 
allowed to olear their amount and were as it were heredi­
tary oultivators working under old advances and that the 
practical effect of the system was .. that the SOD BOWS because 
he believes that he is responsible for his father's debts ... • 
From the statement given below. of the acoounts of two 

.. 

6 

1 lIopaft 01Il10 IadiCD c-....... Po 11. 
• lWoI, Po !If. 
I nil, Po 11. 
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raiyats it will be manifest how the debts' were 'carried ' over 
from' year to year. 

Oredit. 

.Indigollla.t delivered Il00. 

. , to . book, 671 bundl .. at 
. 6 bundl.. per rupee. 

Seed., aelivered 

Indigo. plant delivered 
aoeording to aoeoont, 871 
bondle. at 6 bundl.. per 
rupee. . 

Rs .... p. 

11 , 0 

040 

11 8 0 

·Debil. 

Rs •••• p. 

Balance of 18&8, page No. 
17Uor iii bigb .. , 

86 6 'I 

This year'. MY.Ucoe8 8 0 0 

Stamp 0 " 0 ---
TarAL 8910 7 

JbpeulJ88 of cultivation 010 0 

Ootti.g of pla.t 0 8 0 

Priooof ... d 119 0 

Oartl.g 018 6 --TarAL 48 6 1 

Dednet """,ived 11 8 0 --Bal.nce against the raiy.1 ••• , 81 14 1 

8 4 0 ,Balo.oo of 1858 at pogo No. 69 9 0 
It&1 OD three bigbaa aDd ODe 
addilional bigha. or , bigb .. 
in aIL 

p_ad ...... g 8 0 

Btamp 0 8 '0 

T ....... 89 I 0 

E.,. .... of co"i., the plant 0 8 0 

PriAlo ofaoed 1I 2 9 

" Cartin, 0 'I 6 

TOTAL 66 , 8 

Dedoel noeJ.ed 8 , 0 ---
*B.I ...... ainallba rai1d '" 69 0 8 

The improfitablenes9 of the cultivation of indigo by the 
tenant8 was demonstrated by the then 

Indigo .... linlion 
unprofilabie. Lieutenant-Governor. Sir P. Grant. He 

put the absolute 1088 to the raiyat at. a low 

• Appandis to be Bepori 01 tbe I.di,o CcJmmiaaiaD, pp. 8()6.tJe. 
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average, reckoning the net loss ohultivatiori of indigo at 
the highest price allowed, - and the loss of the net profit the 
raiyl1.t would make by any other ordinary crop at the market 
price, at not less than seven rupees a bigha, 'equivalent at: 
least to seven times the rent of the land.1 · Of the twenty-two· 
t.,housand three hundred indigo raiyats who cultivated for the 
Bengal. Indigo Company's concern in 1858·59 only· 2,448 
were shown to have received any payment for plant 4elivery 
beyond the trille of cash advanced.' It is' no wondet·there~ 
fore that the raiyats .werE! unwilling to continue the culti­
vation of indigo'}Vhen once they came to know :that indigo, 
cultivation was optional with them and the culmination of 
i1;~came in 1860 when they in a body refused to .sow indigo. 
. The law of the country was, between 1830 ·and 1835," . 
. ' against the raiyata. . The regulation of 

b~!tol:V:~ for 1830 made the raiyats who broke iildigo 
ciOntracts liable 0 to proaecutionand penlil 

consequences. This law was held by the Home Government 
manifestly unjust and oppressive as it b'eated only one of the. 
two parties to a oivil contract as a criminal if he failed to 
fulfil and consequently it was repealed in 1835. For over 
three quarters of a century the raiyatswere emasoulated by 
a system which compelled them to oultivate a crop which 
brought them no profits and converted them into serfs.' 

. 1 MiA .... 01 \bo LioulellaDt-Go_. p. n. 
I '''-do p. N. . 

.• It Ie iu ............. _ .. ~ \bo nI .. ....t 011_ per bicba ~ ...... 
... ioul ...... ~"' Ibia ti_ 

1_ 

Ou\llonl. Vol ... 

lid.. Bo. ... 
BioI IoarI1t 18 1. 0 
Rioo (1010) 110 110 0 
~ I as I 
1.... • 18 II 
II... • 810 
........ ·M 10 0_ 

AIPoHia Bo. t, lIopoIt 01 \bo IJIIIico Oom=' ._0'. _ . • 

o '.8 . 

, 
10 
8 

18 
a· 

y-
0.11& .... 

110 C·· 
1100 
811 0 
.. 0 

" 0 10 0 



~4 EVOLU'l'ION 01 tNDiAif lNDU8TRlE8 

In Bengal proper the cultivation of indigo gradually 
Decline of the industry. declined as other crops became more pro-

. fitable, but in other provinces it held its 
position till the end of the 19th century. The introduction· 
of synthetic indigo in 1897- gave a serious and final blow to 
the industry. In 1904-1905, Mr. J, A. Robertson wrote: 
.. The unremuherative level to which. prices have been forced 
down by the Competition of synthetic indigo, has reduced 
the indigo plantations of Bengal to less. than half the area 
they occupied ten years ago, and over the whole of lndia 
the reduction in that period was 66 per cent," 1 Sir Edward 
Law had still faith . in the recovery of the indigo industry 
provided improvements were elIected on the lines indicated 
&afollows:-.(I) that the plantations should be placed on a 
sound- financial basis, (2) economy in management, (3) 
selection of seed and propagation of the qualities yielding 
the higbest percentage of indigotin and best suited to local 
conditions of climate and soil, (4) rotation of crops to 
obtain good profits from the land when not under indigo, 
(5) chemical improvements in the manufacture,' To wbat 
extent these suggestions have been followed it is difficult to 
say but the contest between the synthetic product and 
natural indigo remains unequal. 

It is at present an unimportant article of Indian com­
merce and its production is concentrated mainly in Bihar. 
In !918 the Indian Industrial Commission expressed the 
opinion that Datural indigo, if cultivated and manufactul'f'.d 
on scientific lines, wouldolIer prospects of great improve­
ment,· probably sufficient to enable it to hold its own in 
competition with synthetic indigo.' But so great has been 
the fall in the priee of synthetic indigo that the growers of 

I lIe-;In of Jodi ... Trade. 100&-1lIOII. pp. IIB-S. 
, Sir Edward La ... BudgG Ilpeooh. _11106. 
, Bepcd of tho JdioiI ~ Onmm· • • p. 1If. 
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naturw indigo find their business less profitable every year 
and it ill doubtful if it will ever revive. 

The introduction of tea cultivation in India is due 

Tea ou.1ti~.tiOD. entirely to British enterprise and initia­
tive. It is an industry of considerable 

importance and magnitude and is localised mainly in Assam 
and Bengal. The industry is mainly a product of the latter 
half of the nineteenth century though efforts to establish it 
may be traced as far back as the thirties. It was in 1829 
that one Mr. Walker drew the attention of the Court of 
Directors to the subject of tea cultivation in India. In the 
beginning of the 19th century, tea required by Great Britain 
for her consumption was imported mainly from China. The 
consumption of tell in Great Britain at this time exceeded 
25 million pounds, and in his memorandum to the Court of 
Directors, Mr. Walker emphasised the danger of the depend. 
enoe of Great Britain upon China for the supply of tea owing 

T 
'of k' to the uncertainty of the commercial he pollq Dli IU. 

0 .... ' Britaia IDdO\?"". relations of Great Britain with that 
do.I.r r ....... IUPpIJ, tr Ie Th t 'f' f t .. 'd 1Ir coun y. a ,,1 10 U ure, sal Mr. 
Walker, .. we are not rendered independent of the Chinese, 
by produoing tea from our own territories and colonies, it 
will be our own fault, and we shall merit continuation of 
that insolence from the Chinese Government which all the 
pUblications relating to the embassies of Lord Macartney 
and Lord Amherst' so amply and so minutely describeA as 
well &8 the unremitting extortions and the persecution of the 
Chinese officers to the few agents who carryon the trade at 
Canton ... l In the same memorandum he suggested thd 
India offered the mOBt promising field for experiments in 
tea oultivation as, from the mOBt correct information which 
could be obwned, it was not perhaps possible npon the face 
of the globe to find a country so admirably' anited as the 
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districts o~ India, wliere the soil, ,climate and low price of 
labour Combined with the quiet and peaceful habits of the 
neighbouring population, offered such a concurrence of cir­
cQmstances., It was1 therefore, proposed that the East India 
Company ,should resolutely undertake thll cuItivatien of tea 
upon the Nepal hills and other districts where Camellia and 
other plants of a character similar to the tea plant were 
i~digenous.l , 

1n}834, Lord William Bentinck appointed a Committee 
Appoi.tment of Tea to consider the question of tea cultivation 

Committee. in India. In their minute dated the 12th 
May, the, Committee expressed the otJinion that there was' 
good reason to believe, that there were parts of the Com- ' 
pany's dominions which presented such features of climate and 
soil as would .warrant the expectation that' the tea plan~, 

might be successfully introduced into them 'wi~h a view to 
co=ercia:I purposes.2 They consequently recommended 
that an experiment might be made with great probability of 
success in the lower hills and valleys of the Himalayan 
range, the' eastern frontier or th~ Nilgirry and other lofty 
mountains in Southern and Central India. 

Little was known at this time of the existence of tea 
Te. planl di...,vem as an indigenous plant of the country. n 

in Iodi., is recorded that in 1826 a Mr. Bruce, 
foun:d tea plant i~ its indigenous state in Assam and brought 
down certain plants and seeds which were identified as 
belonging to the tea of co=erce." The Tea Committee, 
however,Jecorded that they were acquainted with the fact 
that so far back as 1826, the late Mr. David Scott sent, 
down, from Manipore specimens of the leaves of a shrub­
which he insisted upon being real tea and that a similar 
IIssertion, w,as strongly urged in regard to the existence of 

I PapeJII relati.g to Tea OaJuntioD. p. 10. 
t Es_. Iacli.n. ..... CoIUIaJlat;ODI. 19Ih K.l~l8U. 
I Oampl>ell. Nole em TN PIUlUog in 'Aaam. ' • 
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tea in Upper Assam. As the Committee entertained doubts 
about this claim, they sent their 'Secretary, Mr. Gordon, 
to China to procure seeds· and a number of Chinese 
planters to conduct the experiment in India. It was, 
however, meantime discovered and definitely established by 
Captain Jenkins that tea plant was indigenous in Upper 
Assam. This discovery placed the matter of tea cultivation 
on quite a different footing. The question simply was 
whether the shrub could be extensively cultivated for com­
mercial purpose and whether it could be introduced into 
Kumaon and other north-western parts of the country. A 
deputation was sent to Assam to enquire into the commer­
cial possibility of tea cultivation in India and Mr. Griffiths, 
a member of the deputation, arrived at the following con­
clusions regarding the suitability of Assam for tea cultiva-

Soil,bili', of A...... tion :-(1) The tea plant is indigenous to 
for loa culli .. lion. and distributed extensively over large 
portions of Upper Assam; (2) there is a similarity in con­
figuration between the Valley of Assam and two of the 
best known tea provinces of China; (3) there is a similarity 
between the climates of the two countries with regard to 
.temperature and humidity; (4) there is a similarity both in 
. the associated and the general vegetation of both Assam and 
those parts of the Chinese tea provinces situated in or near 
above the same latitudes.· 

In March 1835, sanction was giyen for the establish­
ment of tea nurseries in Upper Assam under Governmen' 
control and management and Chinese cultivatora and artisans 
were introduced in 1837. In 1838 some of the manufaclured 

tea was sent to England and met with a 
most favourable reception. Assam tea was 
regarded as a curiosity, and the first eight 

I II-, India R1_ .. Claaftl ........ Na .J......,. 1895. WIlD 1M no!'" 
_ "' ... ill In<Ii. _ II ia d_lo., ill ... ",_8."1 ni' I 

• Papin -\ioc 10 'l\oa C.hift&ioD. P. 10'1. 
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chests . which were put up to auction fetched a price which 
at the present day would seem little short of fabulous, the 
prices paid ranging from 16s. to £1-148.-0 a pound.' The 
British mercantile world welcomed it as a suitable line of 
investment with the result that in 1839 a company, which was 

Private enterprise. afterwards styled as the Assam Company, 
was formed for developing tea plantation 

in AHsam. The Government made over two-thirds of its 
gardens to this Company in 1840 and subsequently retired 
altogether from the field leaving the matter entirely to private 
enterprise. 

The early career of this Company was marked by faHure 
as will be apparent from the fact that in 1846-47 the shares 
of the Company on which £20 had been paid had become 

. well nigh unsaleable, and some shares were said to have been 
sold for half a crown a piece. The prospects. however, 
began to improve about 1852; and in 1859 it was reported 
that there was a cultivated· area of about 3,967 acres with 
an estimate4 outturn of 760,000 lbs. of tea. t Meantime, 
cultivation of tea was attempted at other places. Thus, in 
1840 Dr. Campbell started experimental cultivation of tea at 

EsleD.ioD of the in. Darjeeling, and it was soon found thai 
du.Vy at DarjeeliDg. the plant readily throve at this altitude 
and others began to follow Dr. Campbell's example. 

In 1852 Mr. Jackson in his report aD DarjeeliDg re­
marked: .. I have seen several plantations in various stages 
of advancement both of the Asssm and China plant and I 
have found the plants healthy and vigorous showing thai 
the soil is well adapted for the cultivation of tea ... • These 
plantations were, however,. merely experimental plata 

I A ...... Diskiol Gaze_. Vol. VII. p.14L 
• Edgar. BepaR OD Tea Oullin&fon. p. 13. 
• Belee&i0Dl fMm \be _rd, of \be BoDg" GoftrnIDOllI, No. XVII. 
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but by the year 1856 the industry began to be developed on 
an extensive scale especially on the lower slopes.' In 1855 
indigenous tea was found in Cachar and in the same year a 
garden was established there. In the following year tea 
was discovered in Sylhet but no attempt was made to culti­
vate it till at a later date. Thus, the year 1856 .may 
accordingly be taken as the date at which the industry was 
established as a commercial enterprise. 

The cultivation of tea was encouraged by the Govern­
ment by the very easy terms on which 

B"1 Iormto 01 100d I d ld bid f .. tlilmo .. '. sn cou e sett e • Large tracts a wast-e. 
land were available in Assam. The dis­

posal of this waste land was regulated by the clearance 
rules of 1854. It was provided in these rules that (1) no· 
grant of less area than 500 acres should be made under 
them ; (2) that the applicants should deposit sufficient sums 
of mODey to provide for the proper survey of the boundaries 
by a competent surveyor; (3) that one-fourth of the area of 
each grant should be rent-free for ever, the remaining three­
fourths to be rent-free for 15 years, after which, it was to be 
assessed at 3 annas an acre for ten years and at 6 annas an 
acre for 74 years after which it was liable to reassessmen~ ; 
(4) it was also provided that one-eighth of the grant should 
be cleared and rendered fit for cultivation in five years from 
date of lease, one-fourth in ten years and one half in 
twenty years and three-fourths in thirty years failing which 
it. was ,to be resumed. In order to prevent land jobbing, 
precautions were at firs~ taken that the applicants were to 
prove that they had sufficient means to cultivate the lands 
applied for. These rules and precautions were resented by 
the planters and pressure was brought to bear upon the 

1 III .... DiAriolof DvjeeliDc .... &n& trioI of .... 1M pIut ... __ ill 18&1 willa 
• Ie. MOdo .... _ ill KWDOOD ......... Chiao IiocIt. n ... "'* tiI1181i11 _ .... fin, 
pluWioD .... tarW ., K_ ............ oi DujeoIiDc b7 ()opIUa SomlIOIf ... 
wee u.. "'" &n& to.......... Dorjooli ... ~ G_.;' 1S. 
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Government to introduce easier terms. It must, however, be 
admitted that easier terms were necessary to encourage the 
culti vation of tea in an inhospitable region but the unwarrant­
ed relaxation of tbe rules of 1854 in 1861 was responsible 
for an unhealthy speculation which overtook the industry in 
1863. 

Under the fee simple rules of 1861 the following terms 
were offered : 

. (1) All unassessed waste lands in which no right of pro­
prietorship or occupancy was shown to exist, should be avail­
able for purchase, unless specially reserved by Government. 

(2) No lot was to exceed 3,000 acres but there was no 
limitation to the number of lots anyone person might 
obtain. 

(3) Each lot was to be put up to auction at an upset 
price of Rs. 2-8-0 an acre. 

(4) The price might be paid in instalments within ten 
years of the completion of the purchase. 

(5) All grantees of leasehold were allowed to redeem in 
perpetuity the future revenue of their grants. The condi­
tion of survey and demarcation of lots was suspended. The 
effects of this extreme liberality in the disposal of waste 
land were very serious. Many cultiv~tors were deprived of 
their rights as it was impossible for them in many casea to 
find. out that their rights were imperilled till the auction was 
over and the delivery of the land given. I Government also 
was deprived under these rules of growing revenue 88 land 
was bound to have increased in value with the growth of 
population. 

But the serious effect from the point of view of the 
industry was the reckless speculation and 

S~ecu1atjOD 'ollowed rash attempts to extend cultivation which. b1 depJeUioq, 

led to the depression of the industry in 

1 Bdgor.1Iepor$ COl To. euw .. lioD. p. 17. 
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1863 and" the following years. l There was a great rush for 
land and the company promoters held out before the specu­
lating public, the possibility of making large fortunes out of 
tea. Land was hastily cleared of jungles, a few plants 
were .hurriedly put in and the place was sold to the unsus­
pecting publio as a flourishing tea garden. To such a pitch 
:was this gamble' carried that "There is one case on record 
in which a manager received instructions from London to 
clear and plant a certain area of waste land for delivery to a 
company to whom it had been already sold as a tea' planta­
tion.1 As a. consequence of this unhealthy boom a large 
number of concerns floated under unfavourable conditions 
collapsed during 1866 to 1868. The industry, however, 
took a favoul'able turn in 1869 and it was discovered that 

.c ,nrop,erly managed gardens could be worked at a satisfactory 
pr~".. 1 he progreslI of tile A~"am tea industry may be gaug­
ed from the following figures;- ~ 

, 
Progress of tile Industry up to 1871. o( It "." 

.! 

Yoar. I No. or IIII'd ..... Ana (oenl). Oollura (Iba.). 

1860 1 1.876 216,000 
• 

18511 10 11.425 866.700 

1869 48 7.51J9 1.205.681) 

1869 ~ 25.174 4.714.769 

1871 295 810.808 6.261.148 

In the District of Darjeeling the development of this in­
dustry was equally marked. By the end of 1866 there were no 
less than 39 gardens with 10,000 acres under culLivation. 

1 Bdpr. Ropori .. Tea Cohiftu.... P. 18. 
• '- DilRio& e_. VGI. VII. P. ua. 
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In 1S74 the number of gardens rose to 113 and the area 
under cultivation to IS,SSS acres. In other words, between 
1S66 and 1S74 the number of gardens under tea ~as almost 
exactly trebled and the area under cultivation increased by 
-82.% while the outturn of tea was multiplied ten times. 

From the very beginning of tea industry, the problem of 
L.bour Supply. the adequate labour supply presented con-

siderable difficulty. This difficulty was due 
to the scanty population of Assam. Though there was surplus 
labour in the neighbouring provinces, the lack of adequate 
transportation facilities and the damp and malarious climate 
of the country produced a deterrent effect upon labour 
supply. The planters consequently attempted to import 
labour from up-country districts through contractors lin 
Calcutta. The recruitment and transport of labour were 
attended with serious ab~u!parahle- on1y-witb tliosE!'~nat 
fall to the lot of sla our in the colonies. The labourers 
were very oft eceived by unprincipled recruiters who held 

1mtHllftl'!ii5p~eciitSis j of high wages and cheap living. But, when 
they landed in the gardens "they found themselvefl set 
d~wn in a swampy jungle, far from human ~abitation, where 
food was scarce and dear and where their families and 
fellow labourers were struck down by disease." 1 The tr~ns­
port of labour from Calcutta. to AssaIXl was a matter of 
considerable difficulty. The labourers ,borind for Assam had 
to be oonveyed in boats and the journey took months. 
There was little regard for sanitary arrangement and proper 
food and very often cholera broke out on board and hundreds 
of labourers perished before they reached their destination. 
The recruitment of labour for the Assam gardens was thus 
a byword for reproach and it was notorious that from the 
time they were recruitea till they reached their final destina­
tion " they were guarded not unlike prisoners." 

1 Edgar. Bepurt 00 Tea CaltivatiOll. p. !lO. 
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In the early days of the industry the mortality among 
immigrants was appalliDg; During 1863 and 1866 out of 
84,915 labourers 81,876 died or absconded. Between 1st of 
July, 1865, and the 80th June, 1866, 9,147 labourers were 
returned as having died and 8,187 as having absconded.' The 
Tea Commission in 1868 found that in seven gardens in 
Upper Assam the recorded mortality for half year only in 
1865 ranged from 16 to 89 p.c. The high mortality amoDg 
the labourers was attributed to several causes. It was 
pointed out that the epidemics that broke out on the passage 
up sometimes carried off as many as 20 p.o. of the number. 
The inhospitable olimate of the locality was particularly 
calculated to generate diseases. There were no arraDge­
ments for housiDg the labourers or for medical aid aDd 

Jhe consequences were revolting to humanity. The want of 
Bullicient food "'ali also It great -Cl\use of sickness aDd mortal­
ity among the labourers. Tins misen\hJe condition of labour 
was in a great measure attributed to ",,,nt of responaibitity 
on the part ?f the planters. Thus Campbell. w~ It wl.s , 
against the lllterests of planters to leave theIr ClAliles house­
less, to give t.hem insufficient food aDd to make no provision 
for medical aid aDd yet all these acts of neglect had 
occurred." • 

The early planters in their rush f~r rapid expansion 
left out of calculation 'he imperfect machinery of distribution 
and the deficiency in the means of communication and years 
had to elapse before the supply of food became really suffi­
cient. In addition to these difficulties, the labourers were 
often subjected to inhuman trentment at the hands of un­
sympathetio planters. Edgar feelingly wrote, ( The miseries 
of the early immigrants were in We many instances aggra­
vated by the ill-treatment of Uleir employers. The coolies 

I :ad.." Bopor\ .. or.. Callinlioa. p. It. 
• CuDpbeIl, Nole 011 To.-pIuliac ia A_. p. 15. 
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were tied up and flogged when the amount of daily task did 
not come up to wIiat the manager considered they ought to 
do. The coolies were always on the look out for oppoduni­
ties to escape from the miserable slavery but the planters did 
all they could in their power to prevent it. Chowkidars 
were posted at every possible outlet from the cooly lines, 
which in some instances were closed by high pallisades, 
outside which the coolies were not allowed at night.·· 1 

The maintenance of the labour force in the unhealthy 
tracts of Assam was a problem of almost insuperable diffi­
culty from the very beginning. Pecuniary inducement was 
not enough to keel' an effective control over labour and thA 
planting community, consequently, sought the protection of 
law. It is a melancholy instance of exploitation of an 
illiterate people compelled by sheer economic necessity to -
leave their hom\l--for a di .t,J.&u~ ,-•. :U~%-trae·, (nat the, ' 
planters invested a lar mount of capital in their business' 
and they expected a • air return on it but they ought to have 
rr.--~ •. bey were bound to make the lives of the 
~=rs WGrth living. But, instead of that they showed a 

callous indifference to the interests 9f labour and fortified 
themselves with legal powers to control·~he supply of labour. 

The recruitment of labour for. the tea industry was 
. . attended with so much abuse that Govern-

Labour emlgration _. 
Legia1ation Act of ment felt i~ imperative to mterfere In 
It'68. the interests of humanity. In 1862 a bill 
was introduced in the Legislative Council of Bengal for the 
control of recruits and also for their proper transport. 
Government were impressed by the fact that the absence 
of a specific engagement on starting between the employer 
and the labourer "opened a road to an immense amount of 
false statements and exaggeration on the part of the re­
cruiters.".. It was, therefore, provided that the contractors 

1 Edgar. Nolo GIl '1' .. pIoDliD, ill A_. p. 911. 
I p..-diDp of "'" Bo.p1 LegiolHi .. CoaD<iI, 1862. 
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and the recruiters were to be licensed and the emigration of 
labour was to be under the supervision of protective officers. 
It was also provided that the recruiter must take the coolies 
to a Magistrate wqo would see that they understood -.the 
nature of their engagement. With these provisions was 
passed the Act of 1863, though a modest measure, it accepted 
the principle of protecting the labourer. 

This Act, however, failed to stop the abuses which it was 
designed to remove. l!'urther, as the Act 
related mainly to the transport of recruits 

it could not deal with the evils that cropped up after their 
arrival in the garden. The Act insisted on a written 
contract between the employer and the labourer but the 
latter was ignorant of the nature of the work and its money 
measure. .. A tariff of task work is shown him in Calcutta 
and in entire ignOJance of the nature of the work he accepts 
the terms offered; but on arriving at the plantation he finds 
that under thiR tariff he is unable to earn as much as he 
would have received in the immediate neighbourhood of 
his house." 1 The labourers incurred the risks' and dangers 
of distant service to better their condition but they were 
disillusioned as the" average rate of wages received by the 
labourers was Rs. 3-8 per mensem," and they willingly 
incurred the liability to punishment in the hope of being 
set free from their contract. In order to keep control over 
the unwilling labourers the planters had ~ take recourse to 
Workmens' Breach of CoOntract Ad of 1859 which provided 
criminal punishment in case of breach of contract by any 
labourer or worker who had taken advances for work. The 
whole system was thus based on a policy of exploitatiou 
of labourers lured by false and exaggerated hopes. 

The planters insisted that having incurred a good deal 
of 008t in reoruitment they should have an effective control 
over their labourers in order ~ prevent wilful absence or 
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desertion. But such powers would really be unnecessary 
if the work was attractive and paying, 

The Act of 1863 was modified in 1865 to provide that 
every contract should secure to the labourer a minimum 
wage allowing him to earn what he could by extra work. 
The minimum wage fixed was Rs. 5 for an adult male, 
Rs. 4 for an adult female and Rs. 3 for children. Having 
guaranteed this minimum wage, it was provided that the 
labourers would be liable to imprisonment for breach ,of 
contract for three months for the first desertion and six 
months for a second offence. The planters were armed 
with legal powers to apprehend deserting labourers without 
a warrant. Thus, the Act of 1865 has been called the 
Assam Labour Indenture Act. But, inspite of this legis­
lation, the evils of recntitment did not,abate and Government-­
were compelled in 1870 to prohibit free emigration. But 
this prohibition of free movement of labour was opposed 
on the ground of principle with the result that a new Act 

The Act of 1878. 
was passed in 1873. This Act permitted 
emigration by three methods-(l) entirely 

voluntary emigration, (2) by contractors licensed by the 
Government, and (3) by garden sardars appointed by the 
agents of ihe tea planters and certificated by the Government 
with a limitation regarding the numfJer of recruits, This 
Act also limited the contract of service to three years. 

The development of the industry after 1873 greatly in­
creased the demand for labour but the 

The Ael of 1882. Bupply was far short of it. In 1881 a 
memorial was addressed to the Government of India by the 
Indian Tea Districts Association, London, emphasising 
that "the sole impediment to the continuous development 
of the industry is the difficulty of obtaining an adequate 
Bupply of labour on terms admitting of its profitable employ­
ment/' I and this difficulty was attributed to an excessive 

I ~. 01 "'" Legial.li", CcnmciI 01 Ibo Gv.emor.o.oeral iD CoaDciI. 

1881. P. 178. 
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cost of recruitment and transport and to the stringency: at 
the labour' laws. The memorialists aUeged, that the Emi­
gration Act did not afford sufficient encouragement to Cree 
emigration and it imposed an unnecessary restriction UpOl} 
sardari recruiting, and it did not provide for the enforce­
ment of contracts made otherwise than under the provisions 
of the Act. 

It was, further, proposed that the period of contract in 
accordance with the analogy of emigration to cclonies should 
be five years in place of three years. When a bill emhody­
ing these changes was introduced, the British Indian 
Association opposed the introduction of free emigration 88 

under ita cover the greatest possible mischief to ignorant 
men was done. Maharaja Sir Jatindramohan 'ragore 
opposed the bill on the grollnd that" the encouragemgnt of 
free labour and the extension of period of contract were two 
iuconsistent things." But inspite of opposition the bill. 
became law in 1882. 

It was thought by the framers of the Act of 1832 that 
as the means of communication was rapidly developing the· 
supply of labour on a voluntary basis would increase, and 
the need for control of recruitment would become lesa.. But 
this expectation was falsified. "There is overwhelming evi­
dence," said the Hon'ble Mr. Rivaz. " that under the guise of 
free emigration, an organised system of professional recruit­
ing has sprung up "Which is not distinguishable from the 
professional recruiting recognised and licensed and con­
trolled by the Act, save that it is entirely free Crom control 
and that it resorts with impunity to fraud, kidnapping, 
abduction of women and other malpractices." I The un­
licensed recruiter instead of registering and putting his 
recruits under. labour contract in Bengal carried them off 

I ~ .... aI .... LocioIUi .. Ooaci'aI u.. ao- 0-.1. 189!1. po ItO. 
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under supervision to Assam and there placed them under 
Evils of free recruit- contract. Referring to free recruitment 

jug. the Labour Commission of 1894 reo 
marked~ "The results of this system have been brought 
very prominently into notice, and cannot but be characterised 
as deplorable in the extreme; indeed.if common rumour be 
true, free recruiting is looked upon here as a ·species of 
licensed abduction." 1 The situation was so serious . that 
Government again felt the impertive necessity of putting 

Th. Act of 1901. 
an end to unlicensed recruiting. A bill 
was introduced in the Central Legislature 

with provisions empowering the Local. Governments to 
prohibit all persons from recruiting or engaging· or assist· 
ing any labourer to emigrate to the labour districts otherwise 
than in accordance with the provisions of the Act. It was. 
also provided that the licensed recruiters should register 
the emigrant in the district in which he was recruited or at 
some central place near such district. Recruitment carried 
on by garden sardars was, however, permitted as this did 
not result in any abuse. 

Another important proposal of the bill was to raise the 
minimum wage by a rupee. The Act of 1882 made a pro­
vision for the increase of minimum wage by a rupee after 
three years of service but this was not given effect to. The 
average monthly earnings of the labourers in 1899 in the 
tea industry were as follows :-

Act Coolies Re. A. P. 

Men 412 0 
Women 811 B 

Non-Act Coolies 
Men {j 4 4 
Women 8 12 0 
Children 2 110 

I JlBport or the Laboor Euq,,;q CommiMioD, p. 81. 
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It will be manifest from these figures that even the mini­
mum guaranteed by law was not secured to the labourers in 
many cases. The economic condition of the labourers' was 
rendered worse by the prevailing rise in the prices of food­
stuffs and their wages remained practically stationary since 
1865 when the minimum wage was fixed. But this modest 

Proposal \0 r.i .. 'bo 
miaimum ",age op~ 
poled bl planter •. 

measure on the part of the Government 
to raise the minimum wage met with 
considerable opposition from the planters. 

" The labourer," Mr. Buckingham said, " is as a rule con­
tented and well-to-do. many of them possessing poultry. pigs. 
cattle and even rice fields to cultivate when such are close 
to the garden.' One can easily imagine the conception of 
being well·to-do with an income of Rs. 4-12 a month which. 
as Mr. Cotton said ... barely covered the cost of subsistence 
of a single soul not to speak of maintaining a family." 

But the opposition was so powerful that Government 
had to conciliate them by a compromise to maintain the 
present wage rato of five rupees for a man and four for a 
woman in the first year and to raise it by 8 annas a month 
in the second and third years so as to reach the maximum 
in the fourth year. 

These provisions were embodied in the Assam Labour 
Emigration Act of 1901. 

The Act of 1901 did not. however, provide a final solution 
of the problem of labour supply for the Assam tea gardens. 
The growing political consciousness in the country led 
thoughtful men to express resentment at the penal provisions 
of the Act. At the same time. the abusea connected with 
the recruitment of labour by the contract{)rs continued. 
'l'he Government of India by various notifications withdrew 
the penal provisions of the Act and finally in 1915 the 
recruitment of labour by the contractors was stopped. Is 

I PIocoodi.... 01 \be Lociololi .. 000uIciI 0I1Iao 0.--'; ia c-;J, 1U01. 
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was recognised that improvement in the means of communi­
cation so altered the situation that the movement 'of labour 
to Assam should be left entirely to economic considerations. 
For the supervision of recruitment a Labour Board was set 
up Consisting of the representative of tbe planting interest 
as also of the public. The Labour Board was also respon­
sible for the enforcement of the rules regulating the condi­
tions of work and welfare of the labourers. 

It might be imagined that the repeal of the penal provi­
'sions of the Act of 1901 made the labourers wholly free. 
But, as a matter of fact, the eliect was to a great extent nulli­
fied by the practice of entering into long-term labour con­
tracts under the ""'orkmen's Breach of Contract Act of 
1859 for periods varying from 626 to 939 days. 

Under this Act, a labourer having taken monetary advance 
from his employer might be prosecuted for non-performance 
of his contract and the planters retained hold over their 
labour force with the help of this Act. The Government 
of Bengal held that the placing of unindentured labourers 
recruited through approved associations, under a penal 
contract under the Workmen's Breach of Contract Act of 
1859 immediately on arrival in the garden "was an evasion 
of the spirit of the agreement between the Association 
and the Government." 1 

The Act of 1859 was, however, considerably modified in 
1920. The Amending Act vested the Magistrate with dis­
cretionary power to refuse to put the Act in operation if he 
considered the terms of the contract substantially unfair to 
the. workman. The Magistrate was also empowered to 
order at his discretion either repayment of the advance or 
performance of the contract and was no longer bound by the 
option of the complainant. 

I Hepon or &h. ADalD Loboar BDqulJ')' Commilleo. 1921·112, p. 88. 
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In the Legislative Assembly on tho 10th September, 
1921, Mr. Joshi brought forward a resolution that the 
Workmen's Breach of Contract Act should be repealed, and 
Government adopted the view that the repeal of this law 
was desirable on general grounds of principle. The majority 
of the Assam Labour Enquiry Committee pronounced in 
favour of the repeal of the Act of 1859. They considered it 
an .. anachronism" that there should be any penal contract 
at all, and that the repenl of the· Act .. so far from being 
detrimental to the tea industry would reault in stimulating 
recruitment and the attraction of a better class of labour." 1 

The penal provisions of the Workmen's Breach of Contract 
Act were repealed in 1926. The Royal Commission on 
Indian Labour examined the various aspects of the recruit­
ment of labour for the Assam tea gardens. In their. opinion 
Act VI of 1901 which governed recruitment for Assam was 
uuintelligible to most people owing to various changes 
introduced in the Act by notifications. Many of the 
provisions of the Act were of doubtful validity. But the 
Act disclosed very serious defects in that it bampered unduly 
the free flow of labour to Assam. The Act recognised 
recruitment only througb the garden sardars but tbis system 
enormously enhanced the cost of recruitment. Further. 
another striking defect in the Act is that it doea not permit 
any form of advertisement or propaganda in recruiting 
distrieta except by tbe B8rdar himself. Another anomaly of 
tbe existing law is that it renders illegal any assistance to 
emigrants except through a garden sardar who may not 
always be available. 

The Commission therefore thought tbat the first necessity 
was the enactment of a new Emigration Act which should 
have the object of free movement of labour to Assam. Provi­
aions are therefore to be made to facilitate the forwarding 
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to Assam of recruits who in the recruiting districts offer 
themselves for employment. The restrictions hitherto 
prevalent upon the recruitment of labour should be abolished 
but the Government should retain the power to re-intro­
duce control if necessary, The Assam Labour Board had 
outgrown its usefulness and its abolition was recommended. 
In its place, the appointment of a Protector of Immigrants 
by the Government of India was advocated, "What is 
wanted," said the Commission, "is an effective authority 
working mainly in Assam and definitely charged with 
responsibility for the emigrant during his journey and after 
his arrival, and entrusted with adequate powers to protect 
his interests." 1 But the most vital right that was proposed 
to be conferred on the emigrant, was the right of repatriation 
at the end of three years at the expense of the employer. If 
the workers realise that they would have the chance of coming 
back to their village home without any cost on their part, the 
recruitment will undoubtedly be easier than before, and 
the emploY\lrs in their return would attempt to make the 
condition of employment attractive in order to reduce the 
cost of repatriation. 

Towards the end of the nineteenth century the industry 
IIeoen'development. passed through a p~riod of severe depres-

sion due t-o over-production. There lias 
a rapid expansion of the industry in India, Ceylon and Java 
following upon an era of high prices and prosperity. In 
1907 Mr. O'Malley writing about the future of the tea 
industry observed, "The natural expansion of the tea trade, 
the opening of new markets on the Continent and the 
steady supplanting of the Chinese article in the Australian, 
American and Russian markets have now resulted in the 
demand having overtaken the rate of production so that the 
prospects of the industry are distinctly favourable." The 

Bepon of the Bo,o1 Commj·ojon OD Indian Labour, p. 87'-
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advertisement of Indian tea in foreigJ) countries is facilitated 
by the levy of a cess on exports under the Indian Tea Cess 
Act of 1903 which provides the necessary funds. 

'l'he increase in the acreage and production of tea 
in the current century will be seen from the following 
table :-

y .... 

Average 

1900.1904 

1910 

1911S 

1920 

1925 

1929 

Ana (acie.). 

524,720 

568,554 

684,940 

704.059 

728.812 

712.000 

ProduotiOD. 

Ibs. 

201,888,969 

268,269,858 

872,202,674 

845,889,576 

868,506,671 

401,000.000 

Of the total area under tea in India 82 p.c. lies in 
Assam and in the two contiguous dis-

.... ~~~ibutioD of tricts (Darjeeling and .Talpaiguri) of 
Northern Bengal. 'fhe elevated region 

. over the Malabar Coast in Southern India (including the 
State of Travancore and the districts of Malabar, Nilgiris 
and Coimbatore) contains 14 per cent. of the total. 
The total cultivated area is 33 p.c. of the total area of 
plantations showing- that there is still considerable scope 
for its expansion should an increased demand for the 
product arise. 

The industry has been mainly developed by foreign 
capital, but of late, Indians are showing 
an increasing interest in the invest­

ment of capital in this industry and in i~ management. 
The capital "of joint-stock companies engaged in the 
industry during 1925 amounted to Rs. 43 crores or about 
£3:1 millions. Of this £:Y'7 millions or 32'9 crores 
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have, been furnished by Companies incorporated in the 
United Kingdom and the remainder by Companies of Indian 
domicile. 

Indian tea is mainly dependent upon foreign markets. 

Exports of te •• 
During the last thirty years the exports 
from India increased 124 p.c. and 

those from Ceylon 91 p.c., but the exports from China 
declined 54 p.c. Java, whose exports cor:dpared with 
those in 1905.6 have increased 269 p.c., has become a 
formidable competitor of India. Of the total production of 
India which amounted to 363 million Ibs. in 1925, 337'3 
million Ibs. were exported and the balance was left for home 
consumption. OI the export trade in tea the share of the 
United Kingdom is 86 per cent., America 4'5 p.c. and Asia 
4'7 p.c. Before the war Russia was an important customer 
of Indian tea and exports to that country amounted to nearly 
30 million Ibs. J~ but during the War India lost the Russian 
market and though trade has been resumed, the exports to that 
country ar~ insignificant.! l'he value of the total export 
trade in tea though fluctuating is considerable as will be 
seen from the following table. ThE: -industry is thus the 
source of a continuous stream of wealth from foreign 
countties.1 

Rs. in thousands Rs. in thousands 

Ba. Bo. 

1900·01 9,55,09 1914-15 15,52,85 

1005·6 8,84.76 1919·20 26.26.90 

1910-11 12,41.63 1925·26 27,12,17 

1929·80 26.01,00 

The production of coffee deserves attention next. The 
into 
says 

Col ... 
history of the introduction of coffee 
India is very obscure. Dr. Watt 
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that" it wa~ brought to Mysore some two centuries ago by 
a Mohammedan pilgrim 'named Baba Budnn, who, on his 
return from Mecca, brought seven seeds with him. This 
tradition is so universally believed in, by the inhabitants of 
the greater part of South India, that there seems. llvery 
chance of its being founded on fact." 1 But the industry 
did not make any progress inJhe eighteenth century. In 
Millburn's Oriental Commerce is given a statement ofth!l 
II East Indies" coffee imported into Englan~ from 1802 to 
1810 but this coffee was derived from Java, Bourbon and 
Ceylon. In 1823 we find a charter granted ~o Fort Gloster, 
Calcutta, authorising it to become a cotton mill; a coffee 
plantatioD and a rum distillery. About the same time bota­
nical researches in this plant commenced in Calcutta,. but 
the industry of coffee planting did not take a foothold in the 
plains. It migrnteJ to the hills of Southern India and 
more specially of Mysore. In 1832 Dr. WaIlich in his 
evidenca before the Select Committee on Indian affairs 
stated that several plantations had been established by a 
number of mercantile houses as well as private individuale 
to the extent of about 4,000 acres." The progress of this 
industry was not so marked as in the case of tea industry. 
Between 1832 to 1&35 the area under colfee increased from 
4,000 to 237,494 acres. During the next ten years the are. 
increased to 274,000 acres. This increase was consequent 
llpon a grea.t demand· that arose out of the failure of supply 
from Brazil where revolutions took place in 1889, 1891 and 
1893. In the beginning of the current century a distincl 
tendency to decline has appeared. Thus in 1903 the area 
returned was 228,815 acres which fell to 127,000 acres 
in 1920. 

I W"", CommuclaI P1oo1_ of bdi .. p. 16'l. 

" 80' ... .., OIl ... l'noIarti .. a-_ of IDCti .. P. l85.. 
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The production of coffee is confined mainly to Southern' 
DiakibutioD of !.he India. More than 50 p .c. of the area 

·rea. under coffee is in the Madras Presidency 
. and the remainder is in Coorg. 

By the middle of the 19th century coffee began to figure 
among the standard exports from India. 

E.port of Coffee. 
In 1853-54 the export of coffee from India 

to the United Kingdom was valued at Rs. 4,75,980, and 
by the end of the century it reached nearly a crore of rupees. 
The development of the export trade may be seen from the 
following table. 

V.I .... 

Rs. 

1901-02 1.20.02.200 

190'".>-06 1.7567.240 

1910-11 1.83.15.930 

1914-15 1,65,88.000 

1919-110 1,71,89,000 

1925-26 1,85.26,000 

Another plantation industry, clz., rubber deserves mention. 
The production of rubber is confined 
to Southern India. Owing to the absence 

of industries using rubber almost the whole oUbe product 
is ell:ported. In the beginning of the present century the 
expor' of rubber was a negligible quantity but it rose to 14 
million lbs. in 1920-21. Since then the rapid fall in the 
price of rubber has hit the industry very much. The plan'­
era were compelled to reduce production under the. Steven­
son plan and though there was a slight recovery in 1925, the 
price of .rubber has again tended to fall. 



CHAPTER II! 
" 

EXPEBWENTS AND ENCOURAGEMENT FOB THB PBODUCTION 

OF RAW MATERIALS 

The study of the industrial development of • country 
requires, as a preliminary, & study of ,be 

ImpariaDoo <I. nw te " I h" h 'ts • d st . molori.I.. raw ma ria B upon W lC 1 m u nes 
. depend. Where industries have been 
established with raw materials imported from foreign 
countries, there is the obvious danger that this supply is 
liable to be cut off when political relations are strained. 
These indllstries are called exotic for tbeir foundation liE'll 
elsewhere. The bulk of the industries of Great Britain are 
exotic, their contiouance being dependent upon an assnred 
supply of raw materials from foreign countries and tbe 
colonies. India, however, stands on a different footing. 
The wide diversity of climate, soil and other physical 
factors, have made it possible for her to grow different kinds 
of raw materials in abundance for her industries, but it is 
remarkable that she has not been able to take full advanlage 
of these materials. The importance of raw materials in 
determining the localisation of industries can hardly be 
overestima&ed. There was a time when the localisation of 
industries was influenced by the exWence of skilled labour 
and accessibility to markets but that stage seems to be OYer • 

•• The seat of manufacturing industry," as Carnegie says. 
.. is now, and will eonUnue to be more and more, simply a 
question where the requisite materials are found under 
suitable conditiona. Capiial and labour have Ioa& the 
power tbey once had to aUract raw materials ; these now 
aUracnabour and eapiial.'" 

• o.n.op. D I rial 1_ .. IlL boInnr",l101, ... Y'" 
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Of the raw materials produced in India, the most 

Cotton. 
important is cotton. It is an indigenous 
plant of India nnd is widely distributed 

throughout the country. Production was carried on in the 
~eginning of the nineteenth century in small patches almost 
in every village. But there were certain tracts more adapted 
to its cultivation and growth than others. The province 
of Gujrat, the Deccan· and the plain between the Ganges 
and the Jumna specialised in the production of cotton. 

· An extensive trade developed between these territories 
and Bengal and Madras. The weavers of Bengal depended 
on up-coantry cotton for seven-eighths of the quantity used 
in their various mallJufactures.' The average quantity of 
cottOllJ imported annually into the provinces of Benares and 
.Bengal was 450,000 maunda and the whole of the material 
.was used by the wea;vers in the manufacture of· piece 
;goods.· ~he manufacturers of the Coromandel Coast 
.depended on cotton imported. from Nagpur. Dacca cotton, 
.out of which her fine muslins were manufactured, was grown 
,\n ·a limited space of about forty miles in length; by les8 
: thau three miles in breadth along tho banks of the Meghna, 
; about 20 ·miles ·north of the sea.' This cotton 'Was 
.identified by John Bebb, Commercial Resident of Dacca, with 
the commercial variety known as Photie, the finest cotton 
then known in the world} 

The East India Company at first intdrested themselves 
· in raw cotton to secure an adequate supply 

,in !':"':'''''1·. iDlerefi of it for their factories in Bengal and for 
export to China. Thus we find in 1788, • . ,the Court of Directors drawing the attention of the 

Government of India to the scarcity of suitable raw cotton 

I Bepon OD 'he Impon and Bspon Trade 01 CalDalia hI Sea. 1799-lBOO. 
I Report em tho 0_ Trade of ladi •• 18O!1. 
J Report oa tho Calt .... aa manufacture Cottoa Wool in ladi., p. 850. 
• LotH< from Ibe Court of Di ... _ 10 Ib~ Gooemor GoD.,.1 in Council. 90Ih 

Aagust;. 1788. 

•. 
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as being responsible for the non-execution of some of their 
orders for cotton piece-goods. We also find an observation 
of the Reporter GeDP.ral of External Commerce empbasising 
that" as on the due supply of this article the most valuable 
manufacture· of the Lower Provinces must in a great 
measure depend, it becomes an object of importance to 
.ascertain the mode in which the supply can be most 
regularly obtained." 1 

But the question of supplying suitable raw cotton to the 
local manufacturers became very soon unimportant. The 
great inventions which had taken place, and the improve­
·ments whicb had been effected in tbe various kinds of 
macbinery for spinning and weaving, occasioned a constantly 
increasing demand for tbe raw material, and increased means 
of supplying it were consequently sought. 

The British cotton industry in 1786 derived its supply 
of cotton from British Wes~ Indies, French and Spanish 
colonies, Portuguese colonies, Dutch colonies and Smyrna 
and Turkey. Neither India nor tbe U.S.A. did figure 
among the countries from wbich Great Britain imported 
raw cotton at tbe time. Cotton began to be imported into 
Great Britain from the United States in the nineties. 

In 1788 in consequence of representations from British 
manufacturers, the Court of Directors sent 

BriUah 11 .... 1.... orders to India for exportation to London 
WI'WI- iD.rwt ill 
-. 500,000 lba. of the best Broach and Surat 

cott4ln or Bengal cotton of a similar 
quantity. The Government d Bombay, in pursuance of these 
orders, sent a consignment but it failed to meet the spprobation 
of the British manufacturers." Indian coUon fe&ched a price 

1 ~ ollbe _'_i. CompoD1 ......... ,110 CuI_ ol~. SiIII: 
....J~ 

" TIle 00aR 01 D • ...- .-otbd." n io .ftdeal lbol DO&wi ...... adiac Ibe 
..-.,. oU_1a IooId "'" b11ha Bri .... _.r_ Ibe uticIo .iD b1 .. 

_ .......... Le_ .. 1be a....... e.-.l ia 00u0iI."'" ... aoo. 
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varying from 7 id. to 10id. per lb. as contrasted with American 
cotton commanding 28. 4d. per lb. It was complained that 
Indian cotton was of short staple and "dirty and foul." The 
Court emphasised the necessity of careful picking and ginning 
and for the latter operation sent out machines of American 
model to India. It is significant to note that the export of 
cotton from India to Great Britain though quite insignifi­
cant in 1794 and 1795 rose to 22,375 bales in 1799 but 
the greater portion of it was meant for re-export to the 
continent. 

Increasing interest was, however, shown at this time by 
the officers of the East Indian Company in the subject of 
cotton. Attempts were made to increase the snpply and to 
improve its quality by experiment with foreign seeds. The 
demand for an increased supply of cotton arose specially on 
account of China investment. It was proposed to increase 
the supply by a guarantee of a certain price and occasional 
advances to the cultivators and by encouragement to the 
merchants to store their cotton at particular towns.' 

In Madras the Commercial Residents were directed to 
procure seeds of superior indigenous varieties and encourage 
their culture on tbe coast. It was pr'oposed that a fixed 
price of Rs. 80 per candy and a boudty for three years was 
to be paid on every candy brought clean and dry to the 
nearest Commercial ResidenCy.' 

With a view to improve the quality an experiment was 
undertaken at Rhaudaterra plantation with Burbo n seeds. 

The produce of this plantation fetched a price of 28. 2d., 
but so great was the cost that the Court wrote in 1811 that 
II the experiments which have hitherto been made to cultivate 
Borbon Cotton in India have not been attended with much 

success." • 

1 Oboerva8oDs of Ibo lIeporis Geaerol fI4 Z-.,aJ 00--. l809. 

• P-magl '" rhe lI'ora St. George Oommil&el '" Bot-.. 
s LeIter lrum Ibo Ooart 01 Di_. 1I71b No.ember. l81L 
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The export of Indian cotton to Great Britain during 

A 
• B b 1800 to J808 was on an average 10,000 Dlmcao margo. 

bales which rose t-o 35,000 in 1809 and 
79,000 in 1810. This increased export was due to tbe 
American embargo in 1808 which interrupted tbe supply from 
that country. Aa a consequence of the American embargo, 
the Court of DirectOrs at the instance of the British manu­
facturers looked to India for a liberal supply of cotton wool. 
In response to the instructions of th6 Court of Directors 
thidy million Ibs. of cotton were sent 00 the Company's 
account but with the renewal of commercial intercourse with 
America in 1810 the Indian cotton became" a ruinous and 
unproductive burden" upon the Company and private im­
porters. The Court consequently wrote that" it will not be 
consistent with commercial policy for us to persevere in the 
importation of Indian cotton wool into England if the 

'British manufacturers continue to manifest so adverse a dis­
position to the use of it." I One important cause of the 
unpopularity of Indian cotton in tbe Londol\ market was its 
impurity and it was inllistt>d that the cotton meant for 
export should be of the best quality and pertedly free from 
seeds and dirt. Further, if cotton of a qnality equal to 
that of Burbon could be produced it might be expected to 
have a ready sale in the London market at the price of 
28. per lb. 

In 1811 the Government in Bombay resumed efforts 
x.peri .... '" wi'" to improve tbe quality of Indian cotton by 

r-ip _.. importing seeds from Burban. These 
-eeeds were distributed among the Collectors at Surat and 
Broach to induce the raiyala to sow tbem, but no successful 
resuU was ob~ined. The Government, however, proposed 
that an experimental farm might be started under the direc­
tion of a competent per!lOIl and if socoesa was aHained it 

, x- '- u. c..r. 01. ~ .. "'" 600 __ ia ClaaoiI,....., .... 
....... 1810. 
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would induce the more enterprising inhabitants of Bombay 
and Salsette to undertake its cultivation.' 

Up to 1816, the experiments with Burbon seeds were 
unpromising as will be evident from an observation of the 
Court of Directors that "the want of success which has 
attended your endeavours to introduce the cultivation of 
cotton from Burbon seed is.a. matter of public loss." 2 In 
ihe same year, howev!r, the cultivation of Burbon cotton 
within the Kaira district conducted experimentally by Mr. 
Gilder was atten,aed with success. The product of 27 
big has amounted 'to 44}- maunds of clean cotton and on 
examination it was reported to be of excelient quality and fit 
for the European market. A satisfactory report was also 
received from Mr. Hall, of an experiment made in the 
cultivation of the same cotton at Malwa. The specimen of 
this cotton sent to the London market was reported to be of 
satisfactory quality 8 and it was considered desirable by the 
Court of Directors that the experiment should be prosecuted 
further. It was, however, insisted that when people were 
fully acquainted with the mode of producing this and with all 
the advantages to be derived from it, they should be left. to. 
themselves. Though theae experiments were reported to be 
successful there is nothing on the reoord to show that the 
cultivation of Burbon cotton was undertaken by the farmers 
on a. commercial scale. It was; however, alleged that the 
cultivation of this cotton was checked by the difficulty of 
finding JI. market for long silky cotton.' 

In Bengal experiments were conducted at Lady Hastings' 
farm near Barrackpore with Barbadoea seed and the cotton· 

I Leiter r rom Go •• mor in Co.""i1 at Bombay t.o lbe Conn of 1:i_n, 30tb 
May,18IJ!. 

, Lellerof lbe Co.n of DiJoeo:tora, 8n1 January, 1817. 
, Loller flOlD lbe Conn .1 Direclon 10 Governor i. Conncil, Bombay. II'1Ib 

NOftmber. 1818. 
t Ibid, dated 18tb February. 1~. 



f~o.\I1 tij,ill $.Bed ~filnt to London '\Vas ~eported to be. satisfactol1. 
U the Upper; :Ji>rovinces Assi~tant Surgeon ~endllraoD ~adl:) 
ex:periIllellts with Bur1;lon !loni! Bome species of Ame~ic!lilj\ 
cotton but no tangible result. WaB realisf(ld from theB~ 
ex;pedmentll. 

In 18~8 there was. a renewal of intefllst iII Indian cottoll. 
'l.'lle Committee of the Privy Council fO\" 

Renewed iDle ... ' t d d 'h t . of h C . III 18i111. ra e . rew • e a tention . . t e. ommlS, 
-.ioners for the Affairs of lndia to tl1e 

possibility of improving tbe culture in the East Indies o. 
BQm~ articles whillh were chiefly supplied QY the Unitel\ 
States of America particularly cotton and tobacco. It Wall 
contended that the cotton or India was inferior to that of 
America not through any inferiority in the soil in which it 
was grown but through a defective mode of cultivation. 
The Committee proposed that facilities should be extended 
to British subjeots who might be disposed to settle in the 
cotton districts as in the oase of indigo. The Home 
Government also proposed at this time to encourage the 
importation of Indian ootton by a reduotion in the import 
duty from 6 p.o. to a fixed rate of 4<1. per owt. whioh would 
lDean Is. 2cl. on Indian cotton as contrasted with 121. on 
Amerioan cotton. 

The Court of DirectorS was Ulus again influenced to 
take up the question of cultivation of lndian cotton. ~ 
their letter to the Governor in Counoil, Bombay, they wrote 
.. the course of publio affairs. at the present time, has caused 
us to direct our attention in an especial manner on this 
subject. I\Ild to look t.o India for the means of rendering 
Great Britain independent of foreign countries for a con­
!liderable portion ot a raw material. upon which her most 
valuable manufacture depends." ~ n was also pointed out 
in the same leHar that an improvement in Indian cott.on 

I LoMtr .... &loo Oaort., p~ ID &loo Qao ... , - ill Ooo.ocil. 1Iomb.J ....... 
Ibo I111h ......,. 181l9. 
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would add to the agricultural resources of-the -country: and 
at the same -time would facilitate "-the remittance of·the 

, . 
annually increasing political and commercial debt, for which 
India becomes liable to the mother country." Burat -cotton 
was at this. time finding a ready market in Great Britain 
and its quality was not inferior to certain varieties of 
American cotton. It was therefore proposed by the Court 
t~t an experimental plantation should be established at the 
expense of the State with the object of cultivating cotton 
from the seed of the best indigenous plants of India' and 
also from American seeds. Further, for the purpose of 
cleaning' and ginning, a new machine called Whitney's 
Saw-gin was sent to India. 

In 1829 Henry Tucker submitted a memorandum to the 
Court of Directors "on the supply of 

du.;.ocker'. Memoran- cotton from British. India_" 1 In that 
Memorandum-he emphasised that it was 

highly expedient as " a national object" to enCourage and 
promote in British India, the cultivation of those varieties 
of cotton which were most useful in extending and improving 
the manufactures of Great Britain. He recommended the 
following measures for the improvement of cotton cultivation 
in India: 

(1) . That two or more plantations on a large scale should 
be established for ascertaining experimentally the best 
system of husbandry applicable to the growth of cotton and 
the varieties of plant which could be cultivated with the 
greatest advantage in the soil and climate of British India. 

(2): That persons acquainted with the mode of cultivating 
cotton in America should be brought to India. 

(3) That the Government of India should be authorised 
to grant to such British subjects such quantity of unocc~pied 

I ~ of &h. But India 00mp"'7 ID regard to &be PzocIae&i ... "'_ 
"oaI, p. 1H. 
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land as might be judged n:ecessary for the establishment of 
cotton plantatioDs. 

: (4) 'l'hat the Government of India should be authorised 
to offer annual prizes for the production of the best cotton. 

(5) That the Government of India should be instructed 
geDllrally to afford every possiblo encouragement to promote 
. the trade in cotton by freeing it from all duties and customs. 

It will thus be manifest that another great stimulus to 
cotton improvements in India was given, and experiments 
in accordance with the Court's suggestion were undertaken. 
Farms were established at Gujerat and Dharwar under 

.expert European supervision. The superintendents of these 
rarms stated that the cultivation of the cotton plant depended 
more upon the senson than upon the skill of the cultivator. 
It appeared. to them, however, that improvement might be 
looked for from a better mode of gathering the kapas than 
from any alteration that would be introduced in the culti­
vation.1 At this time however American Upland cotton 
was grown at a farm in the district of Dha..rwar and was 
favourably received by the merchants of Bombay. 

In the Presidency !If Madras American seeds were intro­
duced in 1831. The seeds were distributed and sown in 
different parts of the country but these experiments proved a 
failure. The Collector of Cuddapah wrote in 1833: It n is 
not, however, to be exPected tba\ \he American will ever 
supersede the country cotton as lhe latter planls require no 
watering and being annual are cultivated in unenclosed 

·fields.'··· . 
. In 1835 experiments were commenced willi Egyptian 

seeds in 'he Bombay Presidency bUl iliese experimenls also 
me' wilh no beUer resulls. In 1836 Mr. Barber who was 
truin· Colleotor of Dharwar wrote: II Though \he experimenls 

I x- hom tilt 601._ ia Oouoil ia ~ ... "" Claoat .. Diawtan, 
Il1o Ottobor. 1888. 

• x- r.- ¥r.. ~ x-PI! ......... I8IIL 
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1iadgone on for five years not a single land bolder bad in the 
sligbtest degree cbanged bis mode of cotton tillage,Of 
gathering tbe crop and of preparing it for the market." I 

In 1838 several commercial bodies in Great Britain 
again urgedtbe adoption of suitable 

"D~i!,e.ij~. planters measures for tbe improvement of Indian 
cotton. In accordance witb the suggestion 

of Mr. Tucker four American planters were brought into 
'tbe country in 1840. But even witb tbe efforts 0" the 
American planters no success was attained in the cultivation 
bfforeign cotton in India. "Trials of exotics carried out 
about this time both by officials and non-officials all over 
Gujerat, the Deccan and Konkan were no more fruitful in 
results." I 

In the district of Dbarwar, however, experiments with 
New Orleans seeds carried on by Mr. Shaw were attended 
with a certain measure of success. The present Dbarwar­
American optton is the only survival of the numerous experi­
ments carried on with exotic varieties and by 1861~62 the 
area under it reached 178,628 acres. This variety com­
manded a higher price than the ~igen0U8 variety of 
Kumpta and the difference in its favour varied from 1d. to 
tid .. per lb. • 

The preservation of the purity of the Dharwar-American 
cotton was attended with grea~ difficulty 

of 1~~ Praoda Ac& owing to adulteration and admixture with 
indigenous cotton. Tbe raiyats com-

plained that they were snpplied with mixed seeds from gins 
and tbe result was a mixed crop_ In 1863 the Govemmen1 
of Bombay passed an Act known as the Cotton Frauds Ad 
which in addition to prescribing penalties for fraudulent 

1 BombaJ Diatrid _. VoL un, p. !1ST. 
I Bepon ollbe lDdIoo Ca&Iao c-.~ ,. un 
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adulteration and deterioration of cotton and the fraudulen' 
sale or offer for sale of adulterated or deteriorated cotton. alae 
presoribed a penalty for jhe offer of adulterated cotton for 
pressing. The Act, however, failed to stop adulteration wIth 
the resultthll.t it was repealed in 188!. 

During 1860.1900 there were desultory experiments wi~ 
hardly any success aud in 1897-98 Mr. Mollison came to the 
conclusion "that exotic varieties of cotton were unsuited to 
the conditions of Indian agriculture, that an indigenous 
variety found suitable in one district might prove unsuitable 
to another and tbat tbe only hope of improvement Jaym 
taking the varieties that were found in general cultivation 
and in trying to improve them by selection of seed carried 
from year to year. II 1 

During the second bal f of the nineteenth century tnere 
was a progressive increase in the area and 

.ulli~:r.::,oi: ,!~to!~ outturn of raw coLton. This was mainly 
due to the stimulus of demand. The deve-· 

Jopment of the cot.ton mill industry in the continent, Japan 
and India cAused a great demand for Indian cotton. The 
opening of the Suez canal in 1869, has also been another 
contributing factor which by reducing freight supplied an 
incentive to tbe export trade. During the American oivil 
war when Lancashire was faced with a serious coHon famine 
exports from India greatly increased. The price of cotton 
rose phenomenally high and the expor~rs and growers alI 
shared in the cotton boom. 

In 1864-65 there was an area of 6 million acres under 
this crop.' By 1891-99 it rose to nearly 9 million acres.. ~ 

1 Beport ., Ibo 1Ddi .. Colla c..u.i.., P. 10l. 
I ___ ., .. 1f4nI ..a ......... '-eI hdio,lll6UI, .... 
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\r~!l following figures show the rapid increase in the produc-, 
t,jqn of this material and its export in recent years: 

¥ear. Area, Outturn, Esport. value 
million acres. million bales. Bo, '000 

1900-01 14'2 8'] 10.12.74 

,1.1105-06 21 4'1 21.84.15 

-lill0-11 22'5 4'8 86.05.55 

'1915-16 17'7 8'7 24.97.01 , 
1920-21 21'8 8'6 41.07.61 

"11125-26 28'4 6'2 95.25.50 

It: Vo!ill be apparent from the above table ,that both the area 
and the outtum of this crop doubled in the course of a 
quarter of a century. and the value of the export rose more 
than four times, The enormous increase in the value of the 
export in 1925-26 was due to a very high price brought 
about by the shortage of the American crop, 
- , The Botanical research is now-a-days concentrated upon 

the growth oC suitable strains from the 
R~t' .. periments, indigenous varieties by a process of selec-

tion of seeds with a view to increase the 
,yield as well as to improve the quality; The average yield 
per. acre of the Indian crop is only about 98 lbs. of lint 
whilst that of the United States crop is nearly 200 Ibs, and 
,of the Egyptian crop 450 Ibs, I As to staple the bulk of 
'the Indian crop is less than 1" with which yams up to 25's 
can 00 spun. In 1915-16 it was ascertained that the mills 
·in India used 59 million pounds oC the local crop for spinning 
,counts 2640 and 1'9 million pounds for ounts above 40 as 
contrasted with 660'6 million pounds for counts 1-25." It 
has been repeatedly urged by manufacturers in India that it 

I Repcri of t.bo 1Ddi ... Iadu&ri&l CommiJeioa. p, Il8. 

." A~ B too t.bo lIepcat of t.bo IoWa. Iadulriol (Wom; ...... p. It, 
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is of greater importance to them .than 'to manufscturer$ 
elsewhere that sufficient 'cotton of long staple should: be 
forthcoming. Steps are now being taken to evolve suitable 
varieties by the process of hybridisation. In the United 
:Provinces Mr. Leake's experiments were directed towards 
tbis end. In tbe Punjab as a result of this kind ofeffortB 8 
new variety has been evolved in the canal colonies, With 
which yarns of higber counts can be @pun. 

The appointment of a permanent Indian Central Cotton 
Committee fO,r the purpose of research has 

- CO ..... I OaIIoD Cam· been a step in the right direction, The 
mi'*tea 

report of the Committee for 1928-29 points 
out the success tbat has attended tbeir endeavours in the 
'production of two Buperior cottons in sufficient quantities 
'conferring considerable benefit upon the mill industry: The 
-demand for the-seed of these new varieties has outrun tbe 
'supply and tbe Committee have wisely decided to help 
the spread of these and other improved varieties. Tbe 
Committee anticipate that within five years or less the whole 
of the Central Provinces and Berar and Khandesb will 
produce nothillg but the improved varieties. In the Punjab 
the Committee's Botanist has evolved a type of cotton which 
is a distinct improvement on the variety at present being 
grown. The Committee bave also undertaken schemes to 
figM diseases of cotton that take a heavy toll of the cultiy': 
tors' crop. They observe further tbat .. although much had 
been done in the past by Provincial Departments of 
Agricuhure to improve the quality and yield of Indian cotton, 
they feel that much more remains to be done." I' 

The next important fibre crop is jute. It is an indigenous 
plnnt of Bengal. Its industrial use was 

1_ known to tbe people of tbis province before 
it became a prodnct of European commerce. 
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JI,l. ,he. first quarter of the llineteenth century the spinning 
and weaving of jute were extensively practised by the peoph~ 
of Bengal for cordage and cloth for bedding, screens a.nd 
~armepts of the poorer classes and many other domestic 
purposes.1 Its cwti vation was spread all over Bengal but 
it flourished best in. the swampy tracts of Eastern and 
N:'?rthern . Bengal. 

Among the botanical writers Dr. Buchanan was the 
first to study the habitat of this plant and 

Firsl study of jute. the nature of its fibre. In the course of 
an investigation to find out a cheap 

s1,lbstitute for the Russian hemp or flax for the sails, ropes 
u.nd cordage of the ships of the East India Company, he was 
doubtful of the utility of jute fibre for the above purposes. 
"Whether or not this plant might be employed to make 
9<)rdage or canvas, I cannot say, but Ibope that no circum­
stance will divert the attention of the public until a fair trial 
~as been made of San (Indian hem p). " , 

As an artiple of European commerce it occurs in 1793 
when the Company's officers sent to 

Export of jule. England 100 tons o~ this fibre under the 
name of • pat.'· From 1804 the exports 

gradually increased but the shipme!lts were generally so 
insignificant that no separate accounts of such exports were 
kept in the Customs House. 
- About a century back the fibre was held so low in the 
estimation of the commercial public that the .. Dundee flax 
and hemp spinners used to guarantee their products • free of 
Indian jute: .. « In the year 1829 a separate head was 
assigned to it in the Customs House records when it came 
up to 364 cwt. The development of international trade 
opened out a great possibility for the utilisation of this fibre. 

I wan-. Bam ..... of lule, p. L 
t Imperial G ... lleer, Vol. Uf, p. !lOA, 
I Bepud ou lule by Hemehaudra Kerr. 
e W",., 00m.....,;aJ P .... _ 01 Iodia. 
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For packing cottonl sugar, wheat and other articles of trade 
an extensive demand arose for Indian jute. The establish­
ment of the Dundee jute industry about the year 1838 
opened a great future for this fibre. 

In 1/350-51 the value of jute to India as represented by 
the export of raw and manufactured material was a little 
over 41 lakhs of rupees. Since then there has been a 
progressive increase in the quantity and value of this 
material exported to foreign countries. Thus in 1900 the 
value of jute both raw and manufactured was 18 crores only 
which rose to 86'8 crores in 1925-26. 

In 1872 it was estimated that there were about one 
Dlp.lllian 01 p.... million acres under this crop which roS!! .../ 

d_. to 2 million acres towards the close of the 
century. Both the area and outturn of the crop are subject to 
considerable variations. 'l'he causes of the variations are 
partly physical and partly economic. Lack of 'imely rains 
reduces the area and outturn largely. But the outturn is 
also affected by the range of price realised for the product. 
As jute lands can be sown with rice a reduction in the price 
of jute leads to the Bubstitution of rice. Thus in 1915-16 
and in 192(}'21 the low price of jute brought down the 
area from S'l million acres to 2'S million. The following 
table reveals the variation in the area and outtum of this 
crop in recent years. 

y-. A_ (lDiUiOD ..... 1. 
0aI&ana (millioD ..... 

'" &00 Iho.)' 

1900-01 II 6'S 

1005-06 S'l 8'14 

J91()'1l 2.9 '113 
1915-16 II'S "S 

1920.21 11'5 611 

1925-26 S'l 811 

11 
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. The quantity and the value of the export of raw jute 

Trade in jute. shows considerable variation on account 
of fluctuations in demand. Owing to· 

the development of the local manufacturing industry the 
propOrtion of the export is diminishing gradually.. The 
trend of the trade in raw jute will be realised frolIlthe 
following table. During tlie last war there was a big drop 
in the export of raw jute owing to freight difficulties and 
the closure of the continental markets but ·after the war 
there has been a recovery of the trade. 

Year. OUUDM (10k'" Mill C'QDBumptioD Elporl V.lueof 
of bal •• ). Uakb. o[ bal •• ). Uakb. 01 bal.o>, E.pon (c:rorel), 

Be. 

1912-18 98 46 50 27'05 

1918-14 89 45 48 80 

1014-15 104 ·49 80 12'9 

1917-18 89 64 18 &45 

19lU-22 .0 44 80 14'04 

1924-25 80 5Ii 89 29-09 

. The subject of jute cultivation in Bengal attracted the 
Delerior.tiou of jule attention of Government in 1&70. It 

fib"" was urged at that time by the Bengal 
Chamber of Commerce that jute had coosiderably deteriorat­
ed and steps might be taken by Government to improve 
the quality and yield aodjocrease the area under cultiva­
tion. A Committee was appointed by Government to in­
vestigate into the matter and Mr. Hemchandra Kerr, a 
member of the Committee, reported that the area under this 
crop might be increased without restricting the supply of 
food-stuffs. With regard to the complaint of deterioration 
of the fibre he remarked, "I believe I am justified in infer­
ring that in proportion to the increase of cultivation the 
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quantity of medium and inferior jute has been greatereea80h 
. after season , .. but he did not make any cooorete suggestions 
for the improvement of the fibre. 

In 1887·88 the attention of Dr. Watt was directed to the 
question of deterioration of jute Iibre. As a bQtantst he 
. thought that the alleged deterioration might be due either 
flo (a) the substitution' of a prolific, though poor stock plant 
or (b) exhaustion of soil. He collected various specimens 
of the plant but did not proceed further in his experiments. 

In 1900 the question of the deterioration of the jute fibre 
.. • II I' I t again came into prominence. The Bengal .l3txpernnea II u e. 

Chamber of Commerce insisted on the ap-
pointment of a Committee to enquire into the agricultural 
aspect of the industry. This Committee recommended 'bat 
investigation sbould be undertaken to asoeriain tbe means 
by which improved fibre migbt be placed on the market at 
a reasonable price both for the beoefit of the trade as well as 
for the benefit of the cultivators. ExperilllooW farms were 
established at the instance of the Committee to illOlate the 
varieties which would produce a heavier yield and an im­
proved fibre. In the course of these experime&lts ii was 
dillC09ered that a variety called Kakya Bombai was suited 
60 the conditioDs of Eastern .Bengal. Tbe 8Uperiority 01. 
,bis variety was such tbat its yield exceeded thai of ,be 
local race by about three maunda per acre. The sec1ls of 
.thie variety are 8Q muoh in request, that U1e Fibre Expert 
of Bengal observed •• thai the progeny of a aingle plant of 
Kakya Bombai is now ouliivat.ed over about 200,000 aores in 
Bengal. A888m and Bibar.'" 

The suooess of the Bengali ute industry induced many 

A~pncluclioa ~untries to atu:mp' the ~~n" of 
iafonilJll_ll&riooUJd I'. Jute was 'ned by America. Africa, julo_"'_ . d F ... .-"th :_'>:4.. Algeria an ormotl& uU. Wi' """...,r-
en\ results. Attempts have al90 been made DOW ami ~hen 

• Pi1l1ow. N .... ~_l ... ia ... _ 
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to find suitable substitutes for this fibre. During the last 
war in view of the scarcity of jute and hemp for industial 
purposes, the manufacturers of Germany directed their in­
vestigations to discover some practical substitutes for this 
fibre. It was alleged that they were successful in finding 
out a substitute for jute. The material discovered by them 
was a textilose made from paper pulp and spun into 
thread or cord' preparatory to being woven into a tough 
cloth. It was believed that that the material had great 
powers of resistanee and apart from the fact that the finish­
ed textilose sacks must cost considerably more' than jute 
sacks, it was in every way a creditable substitute for the 
Bengal natural fibre.' T~ere was another report in 1913 
that "A new departure in the jute trade is the receipt in 
this country of the first sample of jute ~rown in Sudan 
resulting from an experimental trial at Kodak in the Upper 
Nile Province.'" Expcriments have heen conducted in 
Cuba for several years with the idea of utilising the Malva 
fihres and ~he process of extraction was elaborated on a basis 
that made the extraction a commercial possibility.' Duriug 
the war the price of jute rose so much that the plant Malva 
was thought to be of considerable promise. In spite . of 
these threatened substitutes, the jute fibre is holdin~ the 
field in the world's market and the reason for it is its low 
cost in comparison with other fibres. 

The Agricultural Commission recommended the estab­
lishment of a Jute Committee in Bengal to co-ordinate and 
direct all research activities in respect of jute. Should this 
Committee undertake the various tasks as we have found in 
the case of Central Cotton Committee a great future awaits 
the industry! 

I 81_ .... 25th August. 1916. 
I Ibii.91h September. UD8. 
I Bapon oIlbo lute M.ills Asaociatioa. 1916, p. 188. 
4 A eeotral JUIe Commillee haa _011, .... 0 oppuiDted Ie deal willi \he nrioDI 
~ oIlbo jute iud..,. 
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Another important raw material is sugar-cane. India 

Bugar-aaD8. 
has the largest area under this crop but 
her imports in recent years have grown 

with very great rapidity. The statistics of sugar produc­
tion of the world reveal the mos t striking fact that in India 
the production of sugar per acre is extraordinarily low in 
comparison with other cane-growing countries. The average 
outturn of sugar in India during the five years ending 
1918-19 has been 1'07 tons per acre as contrasted against 
1'96 tons in Cuba, 4'12 tons in Java and 4'61 tons in 
Hawaii. 1 The position of India is really much worse than 
these figures indicate, for the Indian figure is in terms of 
gUT (raw sugar) whereas the figures of other countries are 
in terms of refined sugar. The production of Indian sugar 
has fluctuated between two and three million tons during 
1910·20 and internal production was supplemented by 
imports which averaged during the pre-war period 700,000 
tons. The greater proportion of these imports was contri­
buted by Java. The other sources of supply are Mauritius, 
Austria and Germany, and these two latter countries export 
beet sugar. 

India has on an average 21 million acres under this crop. 
Compared with 1891-92 there has been a 
reduction of half a million acres under 

this crop. During 1900-20 the area under it appears to 
be stationary. Of the total cane acreage 75 p.e. are provid­
ed by the three main provinces of Upper India, f1i.s.~ U1e 
United Provinces, the Punjab and Bihar and Orissa. The 
United Provinces contribute 48'9 p.c., the Punjab 15" p.c. 
and Bihar and Orissa 9'S p.c. In Bengal and Assam U1e 
area under cane crop during 19Q.i to 1914-15 declined from 
680,380 acres to 521,000 acres, and one important rea&OD 

for the decline was the replacement of cane area by jute. 
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j)l1ring this period the pricle of jute rosa 61 p.c. whereas 
:the prioo of gur rose cnly 18 p.c. The area under cane 
deolined by 23 p.o. and that under jute rose 22 p.c.' It will 
thus 4ppear that the future acreage under cane will depend 
not merely Upon the price of gur but also upon the prices 
tif other crops which can favourably compete with it in 
profitable production. 

During the nineteenth century no attempts were made 
:00 improve the oondition of sugar-cane CUltivation in India. 
It W'Q8 towards the close of this century when the importa­
tion of bounty-fed beet sugar from Germany and Austria 
fendered the cultivation of sugar-cane precarious and unpro­
fitablet that the industry received public attention. The 
menace 110 the Indial1 industry was. however. met by the im­
ptisition da countervailing import duty on bounty-fed 
gugar, but the question of decline involved wider iSSIles than 
cheap imports. Phenomenal advance took place in Dew 
and undeveloped countries in this industry but the Indian 
industry 'w~ in a moribund condition. It was therefore 
oonllidered imperative that if the decline of the industry was 
to be arrested systematic experiments must be. undertaken 
.w ascertain its protentiality. 

. After the creation of the Department of Agriculture, the 
problem of cane cultIvation was taken in 

E.p.nmento in hand and experim. ental farms were estal>­lIDg ... _ 

lished at Shahjahanpur in the United 
Pro\jnoos and at Manjri in the Bombay Presidency. The 
task of Ure investigators was concentrated upon the botani­
.oM .~ot; of cane produce4 in different countries, and it 
was 68C8l'tained beyond doubt that lobe superior type of cane 
proliuood i& other conntries largely accounted for the higher 
..,uUlim. 'rhe saperiority of Java cane in comparisoD with 

I Appenw 0 '" &be Bepon 01 the InWD Ind .. kiu OommisaiaD. p. 48. 
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the Indian was demonstrated in these experimental faiomaas, 
will be manifest from the "following figures.' 

Yield of Olille per aore 1.119 millIMe 
Coat of OBPt: alllllll 4 '75 

per IDBulld) 

lII"'jli. 

1.069 
0'70 

Thus, it will appear from the above figures that even when,' 
cane is produced under most favourable conditions with 
heavy manuring, careful supervision and plenty of water, 
the outtum is oonsiderably leSH than that of Java. In 
Upper Iudia the yield of sugar cane per acre does oot 
usunlly exceed 10 tons or 270 maunds per acre and it is 
therefore not difficult to see why the Indian industry is 
being driven to the wnlls. 

The obstacles in the way of inoreasinl{ local production' 
lie mainly in the poor type of cane and the inferior cultura~ 
methods in the principal cane areas. At Bhahjahanl'ur Mr. 
Clark by deep tillage and an ample supply of water by 
irrigation has successfully grown exotic varieties of cane. 
The average yield at Shnhjahanpur with nine selected varie­
ties was 30'S tons of cane per aore. ' This was estimated by' 
Mr. Clark to represent a yield of 100 maunds or S'7 tons 
of gur per acre.' The work dOlle in Bihar haa so far been 
almost confined to varietal tests but a suitable quantity of 
the lariety known' aa 0.1135 bas heen distributed ~ plan. 
ters. Varietal testd at the Imperial Research Institute at 
PU8& are in progress. In the Punjab Dr. Bamea, in the 
course of an examination of the existing varletiaa of _ 
cultivated in the provinoe, disoovered varieties which have 
the power of resisting frost. In Bengal experiments LaY8 
b.!en in progress to ¥tsblish the suitability, for distribution, 

I Reporto"holDdioa &cv 0---. p.lf. 
t Roped or !he Supr c-auu., Po lDlI, 
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of the Mauritius variety known as Yellow Tanna. In Assam 
the varietal tests have established the Buperiority of striped 
Mauritius over the looal varieties in respeot of their suit­
ability to looal conditions. In Madras Red Mauritius is 
the prinoipal oane grown although Fiji B is spreading as a 
result of the work of the East India distilleries. In Bombay 
through the efforts of the Manjri farm, an unknown variety 
introduced by the Agrioultural Department and oalled by it 
Manjar is inoreasing in popularity. 

The work of acolimatisation of an exotic variety is a 
tiresome process and it. will take years 

aJ.:l:::i':~~Od/n before the results can be fully tested. 
But the problem of cane cultivation 

depends on other faotor~ as well. As the Sugar Committee 
points out, "If the urgent demand for increased food pro­
duction is to be met and the full benefit of extensions of 
irrigation is to be realised, it is essential that a supply of 
fertilisers should be available at reasonable prices." I The 
Indian Industrial Commission while endorsing the continu­
ance of the present policy of improvement, emphasised that 
the growers of the Northern tract should be encouraged 
to apply fertilisers on a sufficient scale to their lands.' 

Oil-seeds are important raw matelillis upon whioh many 

on·seed •. 
industries have been built up in Western 
countries. India has a large area devoted 

to the production of oil-seeds and this area is growing in 
response to foreign demand. In 1901-02 the total area 
under oil-seeds was 12,262,000 acres and in 1925-26 it rose 
to 15,156,819 aores. 

The different varieties of oil-seeds grown in India are 
castor, copra, cotton, groundnut, linseed, rape and mustard 
and sesamum. Of these the most important are rape and 

I JIepori 01 the Sugar Commi&toe. p. 911. 
, AppeDdis B. to u.. HepaR oIlbo Industrial Commillion. ,. 48. 
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mustard, linseed,. groundnut and sesamum. 
and the yield of these will be seen from 
figures: 

A",. 
19911·516. (miUioD ...... ). 

Llnaeed 8'5 

!'tape and MUBtard 5'6 

BeB8mum 4'9 

OrouDdDU' 8'9 

89 

The acreage 
. "I 

the following 

Yield 
(Ioal). 

401.000 

910.000 

420.000 

1,999.000 

A very large proportion of the produce is exported and 
much of the balance is crushed' either by 

Bspar' of oil __ de. b 
small power plants or country ullock 

mills, the latter of which are very inefficient in oil extrac­
tion. The exports of non-essential oil-seeds from India for 
the five pre-war years averaged 1,439,607 tons annually 
valued at 24 crores of rupees, and for the five years ending 
19L8-19 averaged 699,255 tons valued at nearly 19 crares. 
The export trade in seeds has however recovered and in 
1925-26 the quantity exported rose to 1,249,538 tons and the 
value to 99'63 crores of rupees. The figures are sutlicien~ 

to indicate both the extent of the loss which India suffers 
by ~he export of a by-product of great manurial value which 
should be returned to the land, and the poasibilities of an 
extension of oil-pres~ng industry which would enable ~h8 
~I-oake to be retalned in the country. 

A large portion of the oil-seeds of commerce is employed 
for the extraction of oil or fat which is 

.I.!.'::!w.OIOIriai - 01. refined for use for ~he edible fat industry. 
Oils such as those of rape seed and linseed 

pan ~ow be so efficiently refined as to be employed in ~~ 
manufao~ure of margarine. Cotton-seed and o~her oils can 
now also be oonverted into solid fats hy the prooeas of 

12 
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hydrogenation l thus adding to the world's resources of solid 
fats for. edible purposes. 1 In the manufacture ofsoaps,. d i1s 
and fats are essential raw materials. Large quantities of 
oils and fats are also used as lubricants and in this connec­
tion it may be observed that castor oil is regarded as a 
lubricant par excellence and for which there is an insatiable 
demand. The paint and varnish industries depend on a 
supply of drying oils such as those of linseed and poppy sced. 
Thus, whether for edible fat or for industrial use the Western 
manufacturing countries would look to India for a regular 
supply of different kinds of oil-seeds. 

India's position as a contributor to world's supply of 
. India'. position in oil-seeds may be seen from the following 

,he world'. koda in fi 
oil-•• oda. gures : 

World'.o:q>ortable 
Burploo in 1918. Indian exports. 

Proport.ioo of 
India 0. uare. 

Copra 587,000 (tons) 88,000 (tons) 7 p.c. 

Mowra seed Not available 83,000 .. 100 .. 
Cotton seed 900,000 (tons) 284,000 

" 81 .. 
Sesamum 264,000 .. 112,000 .. 42 .. 
Castor seed 137,000 .. 185,000 .. 98 .. 
Rape seed 886,000 .. 248,000 .. 65 .. 
Groundnut 780,000 .. 883,500 .. 46 .. 
Linseed 2,150,000 .. (18,000 -,_ 20 .. 
Poppy seed 25,000 .. 19,000 .. 76 .. 
Niger seed Not available 4,000 .. 100 .. 

From the above figures it will be apparent that India 
has a virtual monopoly in the cases of mowra seed, castor 

I Boport on Oil«edo, P. 4. 
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seed and niger seed and contributes a substantial portion' of 
rape seed, sesamum and groundnut. 

Roughly it may be said that 33 p.c. of the total produc­
tion of oil-seeds in India are exported whereas the export of 
oil is a fraction of the seeds. It is thus to the interests of 
India's economy that these valuable raw materials should be 
retained in the country and the export trade should be in oils 
rather than in seeds. 

The importance of oil-seeds to the Indian agriculturists 
lhperimonll wjth as also to the world's trade has 

oII·_cII. necessitated a detailed investigation into 
the potentiality of their development. The experiments 
with the linseed crop at the Agricultural Research Institute 
at Pusa have resulted in the isolation of different types of 
which at least three have yielded better results than the 
mixtures at present grown in the plains. Similar attempts 
are being made in the United Provinces for isolating pure 
strains of castor seeds and of studying their oil contents. 
Spanish groundnut has been introduced in Bombay and as 
a resulb the area under this crop in one district in Bombay 
rose from 4,100 to 106,044 acres in a decade. This variety 
matures early and can be grown without irrigation. l 

Tobacco is said to have been introduced into this country 
during the reign of Akbar in the sixteenth 
century, and its cultivaUon rapidly spread 

over the entire continent. At the present day, every distrid 
grows more or less tobacco, and besides the fields on which 
the marketable tobacco is culUvated, every village has its 
parUcular patchea of land where tobacco is grown as a 
garden crop, along with the culUvator's vegetables. But the 
crop grown, in the country is markedly inferior to that 
produced in America, and though it satisfies local taste 
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to a' considerilble degree it isunsuitablefor tbe purpose bf 
exp,ort . 
. . , In i786 the attention of the East India Company was 

drawn by one Mr. Robert Kyd to improve 
EBl'ly experiments, . 

wil~ indigeno.. aDd the quality of tobacco produced in the 
foringD seeds. . . 

country and fit It for export to the Euro-
pean market; The earnest experiment of some importance 
was made under the orders of the Court of Directors in 1829 
when sbme Maryland and Virginia seeds were sent out to 
India and the tobacco grown from these seeds failed to 
satisfy the London market.! 

For nearly forty years ilfter this, little was done to im­
prove Indian tobacco. Attempts wrce renewed in 1870 in 
Madras where the experimental cultivation of tobacco was 
conducted by Mr. Brougbton at the Saidapet farm. Samples 
of seeds were obtained from the various tobacco-growing 
districts but the experiment proved a failnre on account of 
the unsuitability of soil. In Bombay, experiments were 
made about the same time with Persian seeds by Mr. 
Robertson and in one place these seede produced t{)bacco of 
a quality which was pronounced satisfactory, but these ex~ 

periments were not a commercial success. 
The growing increase of imported manufactured tobacco 

raised the question of tobacco for cigars 
lIecen* E~porimenH. • 

and Cigarettes. The Department of Agri-
culture iri t beir Research Institute at Pusa has in recent 
years undertaken fresh experiments in tobacco-growing. 
The aim of tlie Agricultural Department is to increase the 
outtum of better quality Indian cigars through selection of 
leaf and t{) produce a variety of tobacco suitable for the 
Iriiulufacture of cigarettes in India. As a result of their 
efforts, the Pusa Selection 28, a tobacco of light colour and 
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good texture and)uitable for cigarette-making, continues 
find favour among cultivators in Bihar, Madras and Burn: 
The Bengal Department of Agriculture maintains a spec 
farm in the district of Rungpore where the problem 
tJbacco improvement from various sides is receiviJ 
attention. The reputation of the Sumatra leaf, grown 
the farm as a cigar-wrapper, has been established. Seve: 
exotic varieties such as Pennsylvania Board, Manilla No. 
Ohio, White Barley and Orinoco are under trial for thl 
suitability for cigar-making.' 

Indian industries are now, and wiII in future be, chiel 
based on the agricultural products of the country, and t 
value of these experiments cannot therefore be overeSI 
mated. 'fhough rich results have been ohtained in mal 
directions, there is still great room for a closer investigati, 

into the indusl,riol crops of the country to demonstrate thl 
suitability for new industries. 

I Be,i •• of Agricollural OponlJolUI ill India 1998-N. 



CHAPTER IV 

GROWTH OF MODERN INDUSTRIES: MINING 

AND METALLURGY 

In a previous chapter we have noticed the decline of the 

Iud t
• 1 Bev 1 handicrafts of India and its consequence, 

08 na on-
~n hingocl on mineral viz., the progressive ruralisation of the 
mduatr188. • . . 

country. Thls tendency to ruralisatlOn 
was however slightly counteracted by the growth of the 
modern industrial system in the latter half of the nineteenth 
century. The displacement of labour consequent on the 
decline of indigenous industries was indeed slow, but the 
process of absorption in new industries has been slower still. 

India is still in the transitional stage. In Great Britain 
during a period of seventy years (1760-1830) the industrial 
life of the Country was revolutionised. The Industrial 
Revolution shifted the economic centre of gravity from agri­
culture to industry. It brought about fundamental changes 
in the organisation and technique of industries in that 
country. The essence of these changes' was the application 
of mechanical power to the methods of production. In a 
word, it was the supremacy of steam power that secured 
industrial leadership for England. Since the beginning of 
the Industrial Revolution material wealth has increased in 
manifold ways, mass production has been encouraged and 
industrial centres have been redistributed to avail of the 
advantages of new resources. 

About the middle of the nineteenth century the British 
industries were ahead of the industries of all other nations. 
Great Britain produced two-thirds of the world's coal, iron and 
ateel,t cotton and woollen goods. This undisputed supremacy 
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in production was due to the fact that .England possessed ample 
resources in the shape of -eoal, irolll and steel. Other Euro­
pean countries having realised the potentiality of coal and 
iron began to exploit these natural resources and gradually 
adapted their methods of production to those of England. 
The phenomenal economic. development of Germany after 

~
he Franco-Russian War might be traced to the same cause. 

Prof. Keynes remarked that the German Empire was built \ I 

upon coal and iron rather than upon blood and iron! 
India though situated far away from the Western coun. 

tries could not remain aloof from the influence of the modern 
methods of production. Far-sighted individuals realised 
that the natural re~ources of India awaited exploitation by 
the aid of the scientifio methods of the West. 

In the present chapter we will study the various 
attempts made to develop the mineral resources of the 
oountry. Mining in India was carried on a limited scale 
even before the advent of the British rule in the country. 

I
. T__ d The art of smelting iron and the manu-

ndlgenotlt I.IU&I aD 

P ..... indu.''1. facture of steel were known to India from 
very early times. Large anoient heaps of slag in various 
parts of India-at Salem and Hyderabad in the South, in 
Orisss and the Central and North Western Provinces, proved 
that the use of iron was common in India from 2000 B. c. 
to 400 B. C. and considerable operations were carried on 
down to abou~ 1400 ·A. D.' There would seem to be no 
doubt that the existing manufacture of wrought iron by a 
direo~ prooess was widespread in the oountry before the date 
of the most ancient historic records, while the manufacture 
of ancient wootz anticipated by many centuries the cementa­
tion process developed in Europe for the manufacture of 
Uie finest qualities of slee!" Aooording to Mr. Syed Ali 

, CIIapbom. ~ Do...... ... of "'- .... ~.,..III&. 
, Q. B. ChuM, ... .w--. ilia ...., 0ba1a. 
, w .... ()nm. oiaIl'IooIuooto of IDdia, ,.. tIIilL 
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Belgrami>-the Nizam's dominions furnished the material 
from which tiie famous Damascus blades of the middle ages 
were made. The Damascene steel was exported from 
India for centuries viti Damascus or Persia. The antiquity 

(of India's knowledge itlJ iron may be judged from the 
'famous pillar at Kutub near Delhi; from the hammered 
,and perforated door panels both in iron and brass to be seen 
. at the ancient palaces and tombs and the collection of arms, 
also cannons at Tsnjore and Visnupur. About the Kutub 
pillar the opinion of Mr. Ball deserves to be quoted: .. It 
indicates an amount of skill in the manipulation 
of a large mass of wrought iron which has been the 
marvel of all who have endeavoured to account for it. 
It is not many years since the production of such a pillar 
would have been an impossibility in the largest foundries in 
the world, and even now there are comparatively few where 
a similar mass of metal could be turned out. We have in 
this pillar therefore, which, though it has always been ex­
posed to the atmosphere, shows no sign of rust, the most 
complete testimony of the skill and art of the Indian iron 
makers 1,500 years ago." 1 Forged iron bars of large size 
have been found also in temples of considerable antiquity in 
plany parts of India but specially in the South and 
enormous cannons used to be made in Assam. The exis­
tence of iron in the districts of Balasore and Beerbhum 
seems to have been known at the earliest period of British 
rule in the country. Thus we find an extract recorded by 
Captain Alexander Hamilton: "In two days I travelled from 
Badrne to Balasore and saw nothing in the way but things 
common and indifferent, the products of the countryheing 
corn, clotb, iron, anise and cum-in-seeds, oil and bees' wax. 
Iron is so plentiful, that they cast anchors for ships ill 
moulds, but they are not so good as those made in 

1 Ballt . Eccmomic Geology of India, pp. 868-69. 
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Europe." I The demand for iron for domestic use rendered 
it necessary to exploit the ores available in the country. The 
primitive iron-smiths found no difficulty in obtaining suffi­
cient supplies· of ore from local deposits as there is hardly 
a district away from the great alluvial tracts of the Indus, 
Ganges and Brahmaputra in whicb slag heaps were not found.' 
The smelting of iron in India was concentrated illl localities 
where sufficient fuel was available near at hand. The 
localisation of the iron industry in England was determined 
by the same consideration in the sixteenth and seven­
teenth centuries. It is just when restrictions were im" 
posed upon indiscriminate cutting of fores~s that the 
industry took a new turn. The potentiality of coal as a 
suitable fuel for smelting was recognised for many cen\uries, 
but it was the successful conversion of coal into coke by the 
Darbys in their works at Coalbrookdale in 1709, that laid 
the foundation of the modern iron industry. The produc­
tion of iron under the new method was so economical that 
England began to turn to foreign markets for the disposal 
of the products of her mines. 

In the early boade of the East India Company we notice 
mc~ls forming an important part of tbeir imported mer­
chandise. The wasteful and uneconomical methods pursued 
by tbe Indian smelters placed them at a great disadvantage 
in comparison with tbe products of European origin. 'fhe 
effects of foreign eempetition upon the smelting industry 
bave been tbe gradual abandonment of the industry to the 
point of extinction ... In times, .. writes Mr. Dobbs, .. wben 
supplies of iron could oot be drawn from Europe, this metal 
was obtained in the North from the hills in the Kumaon Divi­
sion aod io the l:louth from Lalitpur, Mirzapore aod Ceotral 

I Coplaia Aluaador u...;tIIoD, _, of • V"1"l""'1110 Raa\ ladioa, Val. 
I, Po aJ6. . 

• a.'rio. 01 tho IliDHaJ Ptod_ 01 JIIIIi .. 'GJ9.1S, P. uo. 
18 
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lndia. The smelting industry still surviveA precariously 
in both tJie North and South of the Provinces but it is 
rapidly dying out in its primitive form." 1 "The manufacture 
of iron has in many parts of India," says Mr. Ball," been 
wholly crushed out of existence by competition with English 
iron, while in others it is steadily decreasing and it seemed 
destined ultimately.to become extinct.'" The necessity of 
curtailing the indiscriminate cutting of forests, the readiness 
with which a large variety of foreign implements can be 
obtained in the bazars and the higher wages obtainable 
.in other industries have all combined to encourage the 
smelter to leave his ancestral calling for other industries! 

The decline of the indigenous smelting industry is the 
inevitable outcome of the supremacy of the scientific 
methods of production of the West over the rule-of.thumb 
process of India. Mining and metallurgy from their very 
nature are designed for mass production. The larger the 
size of the business unit, the greater is the opportunity for 
securing \'dvantageously the economies of large-scale pro­
duction. The Western countries during the nineteenth 
century increased the scale of production to such an extenf; 
~hat they were easily able to undersell the products" of small 
charcoal furnaces. 

In studying the development of the mineral resources 
of India after Western methods, 'he first 

Gtowtli 01 &he ooaI • 
iDd •• \rJ. Earll hi. and foremost mdustry that attracts our 
1cI1y. attention is coal. The use of coal as an 
article of trade was unknown among the people of India. 
We do not find any reference to the existence of coal in 
India either in Milburn's Orion tal Commerce or in Mac­
pherson's Annals of European Commerce in India. The 

1 ~ph .. lh. Iroo ODd SIooIlDduar, oIlho Uailed Pnwi_ 
I Boll. Bcanomic 00010C1 of Indi •• p. 838. 
I no.i_ 01 tile MiDer.! Prodae&iea of India, 19111-!I8, P. l68. 
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existence of coni in Bengal ha.s been traced as far back as 
1774 and the priority of discovery and working of coal 
mines in the districts of Beerbhum and Pachete has been 
assigned to Mr. S. G. Heatly, Collector of Palamau.! In 
that year, a firm under the name of Sumner a.nd Heatly 
presented a petition to the Revenue Council of Bengal for 
permission to work the coal mines of Bengal. The East 
India Company required small amounts of coal for their 
arsenals but it was indented from England. The firm of 
Sumner and Heatly proposed the following terms to the 
Government :-

(1) That an exclusive right be granted to them for 18 
years, of working coal mines and selling coal in Bengal 
and its dependencies. 

(2) That in case they discover any copper, lead or any 
other mineral or metal except iron they agree to pay a fifth 
of their produce to·the Hon'ble Company . 

. (3) That they will furnish the Hon'ble Company with 
ten thousand maunds of pit coal every year for five years 
to come, at the price of two Areat rupees and three quartA.>rs 
per maund and after the expiration of five years they will 
at the market price of the time furnish the like quantity. 

(4) That if the mines fail or do not tum out of a quality 
required for the Company's work th~y msy be allowed on 
the above terms to dig any other mine that they may discover 
in course of their work.' The Revenue Council of Bengal 
granted a lease to Messrs. Sumner and Heatly as asked for, 

. subject to the following conditions :-

(1) That they shall not compel people to work for them ; 
~) lhat they do nol ered gunges or golahs of any kind; 

1 1 ......... ot "" 'lIia&io SacieI,J orlIoDpI. VoL n. 
, Nitioe ot v ...... SawneIr ...a B .. t!I, ...... &he 11111 ''-&' In, (A.ialic 

1IooioQ"l1"""",!, VoL lU.l8d). 



100 EVOLUTION OF lNDlAN lNDUBTRIES . 

. (3) that the Europeans or any other persons employed 
by Messrs. Sumner and Heatly shall be liable to be recalled 
by the Chief and Provincial Council of Burdwan without 
a reason assigned ; , 

(4) that they shall not receive or grant protection to 
any raiyats who may desert from the farme!s or officers of 
Government with balances due on account of the rents; 

(5) that they shall not transfer the grant to any other 
persons unless by express permission of the Board. 

L . 

In September 1775, the firm of Messrs. Sumner and 
Heatly deli vered 2,500 maunds of coal to 

IDdian coal UD8&ti.. th C • ·l·t to b t th fac\0r7. e ompany s m! I ary s res u e 
. Store-keeper did not furnish any report. 

In 1777 another Consignment of 2,000 maunds was delivered 
to the Company, and the military Store-keeper who used 
it in the Company's ordnance factory reported it to be un­
satisfactory. "It bums away very quick, the refuse is 
nothing but clinker, slate and dirt, without the least 
remains of cinders or clear ashes, and it wastes the iron 
very much. Yet these coals are preferable to those 
sent for a former trial. It is plain from this trial between 
the two sorts of coals, that with one maund of the British, 
the same work may be performed that can be done with 
two maunds of the country, in much less time, and with 
not near so great a waste of iron." 1 On this report 
Government ordered the return of this coal to the proprie­
tors. The prospect of this new industry was blighted by 
the refusal of the Government t{) buy any more coal. There 
was no other market open t{) the industry at the time and 
the concern was abandoned. Another reason which chilled 
the enthusiasm of the enterprisers was that Government 
recognised the impropriety of permitting their revenue 
and judicial officers to engage in speculation and prohibited 

t lIepon of Major O_D. J8/.h 1.......,.1778. 
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the lending of money on such accounts. But in the 
meantime, the importation (If coal by the Government of 
India was the subject of comments by the Court of Direc­
tors. The Court of Directors in their letter, dated 8th April, 
1808, pointed out to the local Government the enormous 
expense to which they were subjected by the exportation of 
coal to India. 'l'hey wished to know the purposes for which it 
was wanted and whether charcoal would not be equally 
serviceable and stated that if no remedy could be devised they 
must transfer their ordnance works home. The Earl of 
Minto who was then Governor General of India order-

ed the Military Board to express an 
Benewed Ittempta. f . opinion on the practicability 0 substituting 

Beerbhum coal for sea coal for purposes to which the 
latter was applied.' In their reply the Military Board 
stated that as they had never had any opportunity of seeing 
or knowing the quality of Beerbhum coal, they wanted to 
be favoured wiLh any communication that the records of 
Government might contain on this subject and in what 
manner some of it might be obtained. This letter indicates 
that the previous experiments made with Indian coal were 
forgotten and doubt was expressed as to the availability of 
eoal in India. Rennel's Map of Bihar in 1778 announced 
the existence of a coal mine near Palamau. The existence of 
coal at BUrdwan has been known as early as 1804, when it 
was observed by . the officers of a regiment marching across 
the district. This discovery was communicated to Major 
General Hardwicke, who was then in charge of the ord­
nllnce works.' 

When a sample of coal was procured from the district 
of Burdwiln. Major General Hardwicke after eXp<'rimenta 
expressed his view in the following words: .. In the smith' iI 

I IMler of Iloo 60 ... ,_ GeDenoI ia c ... DciJ. 1&11 8tpIeaa .... 1808. 
I Ropor\ .... o&iac '" Iloo ()oeI.&oIdo of ladi .. po SII. 
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forge, I found it inferior to common charcoal for producing 
the desired heat for working iron, the workmen unani~ous­
Iy pronounced this fuel unfit for their use. I tried it in 
combination with English coal, the result was an inferior 
heat to that produced from European coal and charcoal. 
Under such demonstrative proof. I do not hesitate to express 
my opinion, that the discovery of this coal promises no 
advantage for the uses of our blacksmiths in iron work." 1 

Thus for the second time Indian coal failed to satisfy the 
authorities, and the reason for it was that only surface 
coal was used. In 1809 Mr. Suttie wrote to the Board of 
Revenue that coal had been discovered in the Zemindary 
of Jerrea, that the beds were superficial and had never been 
worked as the people were entirely unacquainted with the 
nature and qualities of the substance. He suggested that 
it might be transported to Calcutta by the new road at an 
expense of Rs. 85 per 100 maunds but by boat during the 
rains the cost would be Rs. 12 per 100 maunds.' 

In 1814 the Marquis of Hastings expressed a desire . 
to ascertain beyond doubt, whether the coal of India was of 
a quality suitable for the purposes of the forge. So far 
from being discouraged by the results of previous experi­
ments, he considered them to afford a ~trong presumptive 
proof, that there was coal here well oalculated for military 
purposes, that the surface coal might be expected to fail 
here as in England where some of the excavations reached 
the depth of 250 yards before proper coal was met with. 

H~ appointed one Mr. Rupert Jones to report on the 
Mr 1 coal resources of India. In his report Mr. 

Hepon of • CIIIIlII. Jones stated: "Taking into consideration 
the various ocourrences in the N.W. and N.E. quarters of 
Bengal, I am induced to think that the coal formation of 

1 Vi4,lourual of \he Amatie 8oeie17. Vol. XL 
I Loiter ""'" IIr. BoUie to \he Board ollle_ ... !I8rd 1_. 1809. 
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both countries joins under the delta of Bengal, and that the 
alluvial deposit is of no great thickness, the dip of all the 
coal Beams on the N.E. frontier favours this opinion, and 
it is not improbable that this great line of coal enters 
China." I This report was considered too optimistic in view 
of th,e absence of geological data. He pointed out that one 
of the advantages of Bengal coal being introduced into 
Calcutta would be that it would provide a better and more 
economioal fuel for burnin/!: the Sylhet limestone than the 
firewood then in use. He could bardly realise the impera­
tive necessity of an abundant and cheap supply of coal for 
commeroial and industrial prol!perity. With an advance 
from the Government of Rs. 40,000 he began to work a mine 
at Ranigan,i but his concern proved a failure. 

The lease of the property was taken over by Messrs • 
.&. _l.mlolog Alexander & Company and this is tbe first 

aomp ... 11 .... m.d. regularly constituted mining company 
under European supervision and with European capital in 
Bengal. The year 1820 migM be recorded as the date of first 
regular operatiou in the Ranigunj coal-field.' 

The second great impetus to the development of the 

Demud lor ~ 
lor S_ N.,ilIa· 

coal industry came from the demand for 
coal for steam navigation. Steam naviga­
tion commenced in India in 1828. The "OIl. 

inland steamers depended on the supply of coal received in 
Calcutta from tlie Raniganj coal-field. This coal was sent 
by country boata to Amta through the Damooar which was 
navigable only during the rains. The UJlcertainty of 
navigation in the Damooar caused interruption in the 
supply of coal in Caloutta in 1835. In 1835 the Govern­
ment of India in a resoMion recorded that .. Great dis­
appointment waa experienced in tbe upper stations of the 
Ganges in particular. wbich did not receive adequate supplies 

1 AM.\it B_-' Vol xvm. Po 1811. 
, ...... roIo&iDc ... o..t FioWI ialJlltia, lBlI&-tI. 
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of coal for their depots tiII after they were required. Such 
acCidents will be occurring constan-tly as the inevitable conse­
quence of the entire supply of coal being drawn as at present 
-from one spot. The Government have, however, knowledge 
of other mines in various parts of the territory of this 
province more conveniently situated than the Burdwan 
mines and they cannot believe that means may not be found 
of bringing these resources also into play." 1 They ap­
pointed a Committee to consider all the information on the 

Appointment of Ibe subject collected at the Presidency and to 
C .. l Field. Com· 
mittee. recommend what furthl'r examinations or 
surveys should. be ordered for the purpose enahling Govern­
ment to decide as to the best means of procuring coal appli­
cable to the requirements of steam navigation in the 
interior. The Committee began to coIlect information on 
the coal resources of India from various persons who had 
local knowledge of its existence and working. In 1841 Mr. 
J. Homiray noticed the existence of coal in the following 
areas in the ,district of Burdwan-Singharun, Nulla, 
Barakar,_ Raniganj, Salma and Chinacoory. He also found 
14: companies working in the different fields, four of whom 
were of any importance. The attention of· the Committee 
was also directed to Assam. , The firs~ bed of coal that 
appears to have been brought to notice was that worked by 
Mr. ScOtt with a view to supply the steamers intended to 
ply on the Brahmaputra. The bed of coal worked by Mr. 
Scott was under the Naga Hills. In the immediate vicinity 
were iron mines worked by the Nagas. mher beds were 
also discovered. Captain Jenkins, the then Commis­
sioner of Assam, expressed the opinion II From a considera­
tion of all' the circumstances, I think there is reason for 
supposing tbat a very extensive coal-field or series of fields 

Beport rel-'iD' \0 CoaI·6elda of India, p.8II. 
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8ssociated with other valuable materials extends from 
Singpho Hills east along the Naga Hills south, all on the 
south side of the valley to the hills of Cachar." 1 In a 
subsequent letter Captain Jenkins pointed out that difficulties 
in the means of transportation precluded the use of coal for 
the purpose Government had in view but he was optimistio 
in its future development. He observed, .. Should the coal­
fields of Assam be of no present service for use in Calcutta 
or the west of India, the full development of our abundant 
resouroos in this invaluable mineral may be the occasion of the 
establishment of local manufactures or of its conversion into 
use in the Eastern Provinces and the production of results 
highly beneficial to the trade and commerce of Bengal." I 

Cool was known to exist in Palamau still earlier than 

lIxi._ 01 ooa1 
I. PallIIIlQ iD Cbo ... 
NIt/PQr. 

the period at which it was brought to 
notice at Burdwan, since several spots 
were marked 88 coal mines on Arrow 

Smith's map, but it was not till after the introduction of 
steam navigation that the fact aroused any interest, when 
Mr. A. Prinsep, then Collector of the district, directed 
attention to its importance. Thus, we find that by the 
middle of the ninett:cmth century the importsnt coal-fields of 
India were discovered, though no accurate estimate could be 
made of the amount available owing to the absence of requi­
site data. The report of the Coal Committee in 18'-5 drew 
pointed attention to the difficulties of transport and the great 
expense involved in bringing coal to Calcutta: .. The distance 
of the nearest mines from Calcutta is about 90 miles in a 
direct line. But the circui\ by which coal is carried down 
tbe Damodar is 200 miles nearly and that an expense of 
Rs. 10 per 100 maunds for boats, Ind an equal sum for the 
expense of large depots at the foot of the rapids of the 

1 x-_ Cop&Ua J...aao to Cop&Ua H· • _ i3nI ~, 1817. 
I ... _ c.pa;. J .... iu to<At*iD B....-- ... v.,.l8SI'. 
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Damodar- and for wastage and loss of boats; thus making 
the present expense of carriage Rs. 20 per 100 maunds or 
3 annas 3 pies per maund nearly." 1 The average selling 
price of coal being 1) as. a maund in Calcutta of which 3t 

. annas incurred for carriage, the Committee concluded that 
without some better means of delivery, the increased demand 
for Burdwan coal Could not be met with any very material 
reduction in price in Calcutta; and unless there were improve­
ments in the means of transportation the degree of enterprise 
directed towards the Burdwan mines must be comparatively 
limlted. The Committee recommended that the coal-field 

should be more accessible either by (a) a 
Improvement, in al th A' (b) b t' th tranaport.ugge.ted. can on e lay, or Y connec mg e 

Damodar directly with the Hooghly, 
. provided the upper part of the river above Burdwan be 

capable of improvement, or (0) by railroad. 
About the production of coal there are no statistics avail­

able at this time. But the Coal-fields Committee point out 
that between. 1828-32 the average consumption of Burdwan 
coal was 166,452 maunds and during 1840-44 it amounted 
to about 1,200,000 maunds and productipn)consequentlY was 
not far wide of this figure. .. , . 

Up to the middle of the nineteenth. century the produc­
tion of coal was insigni fican t. It was in 

The in_uelion 01 th fift' th t th . d t h d . Railway..· e les a emus ry s owe SlgDS 
of development. The administration of 

Dalhousie ushered into India the railway ~e with a vigor­
ous policy for railway construction. The East India Rail­
way which was opened in 1854, passed through the Ranigunj 
coal-field. It served not only as a carrier but as a large 
consumer of coal. In the fifties the foundations of the two 
important modern industries--cotton and jute mills-were 
laid. These two factors contributed to the development of 

1 Report of &be Ooal·aelda CommHtee. p. 188. 
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the coal industry throughout the latter half of the nineteenth 
century. The potential demand for coal was realised and 
attempts were made to estimate the coal resources of India· 
and their geological features. The coal measures in India 
belong to a geological period considerably more recent tban 
that in which the coal measures of the United Kingdom are 
deposited. In the Indian peninsula the coal is of tbe 
Permio-triassio age and belongs almost entirely to tbe lower 
Gondwana period. Outside tbe Indian peninsula, coal 
is still more recent, mostly belonging to the tertiary age. 
No accurate statement can be made as regards tbe total 
amount of coal available but Geologists are inclined to put 
the total coal area as occupying about 35,000 square miles. 
Mr. Dunstan in a paper read before the Society of Arts is 
inclined to tbink that tbe coal resources of India are almost 
inexhaustible. .. Having regard to the extreme thickness 
of many of the seams which sometimes exceed 100 feet, it is 
clear that India possesses even after all allowances have been 
made for difficulties of working and other deficiencies, an 
enormous supply of fuel which will soon render her in­
dependent of other sources of supply, and which in time to 
come may even be drawn upon by other nations whose coal 
deposits are in process of depletion." 1 A rough idea of tbe 

coal reserve of India may be formed from 
Bo&i ..... "'~ b _ the following figureI given y Mr. 

Dunstan. 
&r.. ___ ated P ~ 

(millioa _). 

(l) Oiridhi 8 Sq. mil .. 186 
(2) Ruiganj 600 .. 14,000 

(8) Jberia iOO .. 864 

(-&) Bobra 290 .. 1.500 
(5) N~ ltaranpura 472 .. 1r.6 
(6) SouUl LnDpura 76 
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It has often been held that the poor quality of Indian coal 
,on account of its low calorific value and high percentage of 

ash will act as an impediment to the deve­
.. ~"lit1 of Inclian lopment of Indian industries. " Taking 

all the defects of Indian coal of average 
quality into account," says Mr. Dunstan, "it maybe said to 
be from 17 to 20 p,c. inferior to the average British coal of 
the same type." 1 But Indian coal is not inferior to South 
'African, Japanese or AU3tralian coal as the following ana­
lysis will show :-" 

Ash. Calori .. , 
% 

Raniganj 9·74 7236 

Jheria 11'70 7481 

Natal 10'03 7487 

Transvaal 16'08 6440 

Japanese 10'59 7116 

Australian 11 7278 

The above figures clearly demonstrate, that the best Indian 
coal is at least as good as the average level of the best 
Natal coal and that it is distinctly better than the Trans­
vaal or the Japanese coal. . . 

One important obstacle to the development of Indian 
coal industry has been the uneven distribution of coal re­
sources. 94 per ~nt. of the Indiao output come from the 
Bengal coal-fields. In 1881 Mr. Ball remarked that " the 
development of the coal resources of the country is as yet in 
a very imperfect condition. Out of upwards of 30 distinct 
fields in peninsular India only four or five are worked at. all 
aud of these only two have arrived at such a condition that 

1 10llrllal at the 8ocie1y at ArIo,l909. 
• Bepon 0I1he Cool Commilteo, pp, !l5-lI8, 
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they can raise. from 1,000 to 2,000. tons a day. The reason 
for this state of things is-not far to seek. Most of the coal 
fields are too remote from the ports and centres of manufac­
turing." 1 The result of this has been that the important 
centres of industry like Bombay and Ahmedabad have relied 
mostly on imported coal. 

. Between 1852-53 and 1879-80 the import of foreign coal 
into India rose from 43,5(j2 tons to 587,634 tons. During 
the same period the local production increafled from 243,44:~ 
tons to 898,239 tons. Since 1893 the industry took a new / 
turn. In that year the Jheria coal-fidd began to be exploited 

and the Indian output increased so much 
lb~~~!fd. 01 \h. that the imports gradually began to 

decline. At the Bame time Indian coal 
became an important factor· in the Eastern market. The ./ 
foIlowing figures clearly bring out the position of the 
industry :-

y .... Quinquenni.1 ... rage 
procI~OD ('000 ..... ). 

B.port 
('000 Ioaa). 

Import 
(·000 ..... ). 

18116-1000 4,228 805 838 

1001-05 '1,001. 669 205 

1006-10 10,896 '1'15 944 

1011·15 14,'189 7'11 42'1 ./ 

1016-20 18,400 620 _ 44 

1925 19,000 22Il 482 

1926 20,100 240 402 

In ~he beginning of the present cen'ury the Indian 
Mining Association represented ~ the 

~~ 10..... Governmen' 'hat the natural growth of the 
indus~ was hindered on account of varions 

factors, N., inadequacy in the transpori and distribution 

1 BoU. B ';" e.oIacJ '" IDoIia, p. II.. 
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facilities, heavy railway freight charges and inadequate 
and inefficient loading facilities in Calcutta, the port of 
shipment. They pointed out that "Even if the Indian 
coal-carrying lines levied freight on the basis of the minimum 
rate, their charges would, the Committee believe, be in excess 
of those ruling in other great coal-producing countries such 
as America. Freight charges are· in consequence so high 
that in the opinion of the Committee they act as a decided 
hindrance to the development of coal-fields of India." 1 But 
inspite of these difficulties the progress. was continuous and 
the output nearly doubled in the course of two decades. 
During the European war the coal industry enjoyed unusual 
prosperity. The supply of foreign coal in the Indian ports 
greatly diminished and at the same time the wave of indus­
trialism stimulated the demand for coal. Though the pro­
duction of coal increased, the supply feU short of the 
demand. The situation was further complicated by an in­
adequate supply of wagons required for the growing traffic. 
During the post-war period the situation did not improve 
and many industries suffered severely from the difficulty of 
obtaining adequate coal. It was theref!>r6 felt imperative 
to conserve t~e supplies of coal in India by controlling 
export. In 1920, the Government of India following the 
example of the United Kingdom and &uth Africa prohibit­
ed the export of coal from India except under license. A 
rationing scheme was drawn up and the supplies of Indian 
coal were aUowed only to important bunkering ports in the 
vicinity of India. This restriction however failed to ease 
the situation but on the other hand the gravity of it was 
accentuated by poor raisings in the coal-fields which in 
1920 were some 4-1 million tons less than they had been in 
1919, and by inadequate railway facilities for the transport 
of Bengal coal. The Government of India consequently 

I Annual IIopmt of tbe IDdilD MiDiDg AuocIoIioD. 1000. 
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totally prohibited the export of coal from India to foreign 
markets in 1921, and bunkering at' Indian ports was also 
restricted. These measures were however temporary and 
with the improvement in the situation in 1922, the restric­
tions were relaxed and finally removed from January 1st, 
1923. The result of this embargo was the disappearance of 
Indian coal from overseas market which was captured by 
South Africa. 

With the, disappearance of the post-war boom, the 
Indian coal industry has been subjected to a depression of 
unprecedented magnitude. The causes of this depression have 
been attributed to various factors. It was asserted that the 
importation of bounty-fed coal from South Africa affected the 
industry considerably and it should be protected by a counter­
vailing import duty. It was also urged by the mining interest 
that the railways by opening up their collieries contributed 
to the depression. The situation was however so serious that 
the Legislative Assembly adopted a resolution in Marcb, 1924 
to examine the claim of the industry for a protective duty 
by the Tariff Board. The Government of India, however, 
on an analysis of the figures of import and export of coal 
came to tbe conclusion that the competition from which 
Indian coal had been suffering was not so much in the 
Indian market as in overseas markets and that these markets 
could not be recovered by the protection of the Indian 
market. They th.erefore appointed an expert Committee to 
enquire and report" (1) generally what measures can be 
taken by Governmeut, by the coal trade, by the railways and 
by the ports, whether singly or in combination. to stimu­
late tbe e.~port of coal from Calcutta to Indian and foreign 
ports ; and (2) in particular whether effective measures caD 
be taken for the pooling and grading of Indian coal for 
export and for bunkering." The Coal Committee alter an 
e.xhaustive enquiry found that Indian coal had been ouskld 

, II ..... at Il1o Cool 0...;11-. P. 86. 
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from the markets where it had once a commanding position 
on account of the embargo and established business relation­
ships would prove an obstacle to the re-introduction of 
Indian coal in those markets. Besides, the consuming 
centres were dissatiHfied with Indian coal on account of the 

I unreliable quality of the coal exported. The problem of the 
recovery 'of foreign market depended on two considerations­
price and quality. As regards quality, the best Indian coal 
can compete in any market in the East but particular care 
must be taken to guarantee the precise quality of coal to be 
delivered. With a view to achieve this object the Coal 
Committee. recommended the establishment of a Grading 
Board which would grade collieries which produce coal for 
export and would arrange the issue of a certificate for each 
consignment of coal exported so that the purchasers should 
know exactly what they were buying. This recommenda­
tion was accepted by the Government and a Coal Grading 
Board was actually constituted in 1926. 

The rehabilitation of the coal industry depends not 
merely on measures for stimulating exports but also upon 
the improvement of internal organisation entailing a reduc­
tion in the cost of production and upon improvement of 
rail\\ay facilities. The Coal Committee pointed out that 
the increased use of mechanical appliances for coal-cutting 
would not reduce raising costs, unless it were accompanied 
by an improvement in railway facilities which would permit 
of an increased output. Evidence showed that in many 
collieries working with mechanical appliances, the output 
was 40 p.c. less than their potential capacity and this was 
due to the difficulty in securing a regular supply of wagons.1 

The Committee therefore expressed the view that for the 
development "of the" industry" a regular and adequate wagon 
supply throughout the" year is essential." Some minor 
suggestions made by the Committee were that stacking 

1 lIepari of tile Co&I Commilleo, p. 86. 
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should be avoided and economy in loading could be 
effected by the laying of- rails right up to the working 
of the pits so as to permit the tubs being loaded' direct by 
shovels. The export of coal was to be stimulated by the 
increase in rebate from 25·p. o. to 33: p. o. of the freight., 
There are, however, other difficulties with which the industry 
is confronted. A critical observation of the conditions of 
the industry reveals that there are some vital defects in the 
organisation of the industry itself the most important of 
which are (1) small size and separate ownership, (2) manag­
ing agency system and (3) internal competition. The 
average output of a colliery is something like 1,600 tons a 
month or say 50 tons a day. This entails uneconomio pro­
duction and high overhead charges. What is required under 
the present circumstances' is that by judicious amalgama_ 
tion the size of a working colliery must be enlarged. 

The Indian coal industry enjoys a monopoly of the home 
market with the exception of the ports of Bombay and 
Karachi, and yet it is being run at a loss. The fact is that 
it is the internal competition amongst the mine-owners that 
is chiefly responsible for the unusually low price that the 
industry is securing for its product. It is therefore necessary· 
to take collective measures for the industry 68 a wholeJ 

and to organise production, sale and distribution on II 

rational basis. The mining industry might consider the 
advisability of establishing a seIling syndicate in order to 
avoid cut-throat competition and wasteful production, if the 
situatipn is to be improved. 

The supply of labour in the coal mines deserves our con­
sideration next. The supply of labour is unstable and inter­
mittent. As tbe Coal Committee points out co The labourer 
in the Indian coal-fields is primarily an agriculturist and 
considered as a coal miner, is merely II casual and unskilled 
worker." Besides, on account of low standard of comfort, 
if the harvests are good, fewer people are attracted to the 

16 
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cciai-fields; The inefficiiency of the Indian worker is borne 
out 'by the low output' per' head as C<lntrasted with other 
C<luhtries;The output per head per annum is 193 tons in 
Natal; 316 tons in the Orange Free State and 328 tons in 
'f.ransvaal; whereas in India it is less than 100 tons per head 
per annum. AD increased outturn may be expected of the 
operatives if they are settled on the mines and take up 
mining as the sole means of their livelihood, and it will 
ultimately pay the employers if they make the lives of the 
operatives comfortable on the mines. Besides, the introduction 
of irlechanicalapplianees and the development of by-products 
would place the industry on a sound footing if an attempt is 
made in these directions. A policy of protection cannot 
give any relief to the industry as imports are very small but 
on the contrary it will raise the cost of power to other 
industries dependent on it. 

The development of the iron and steel industry in India 

Be~iDDing ~ tha 
modern iron 8D4 steel 

- in~ustry in Bengal. 

in the nineteenth century after European 
methods is a record of failure. The first 
authentic report to manufacture iron on a 
large scale is traced to tbe proposal of 

one Indranarain Sarma. In 1774 Mr. SalJlla submitted 
a proposal to tbe Government for manufacturing iron in the 
mountainous part of the district of Beerbboom. Tht', terms 
proposed by him were " (1) the lease to be granted for 7 
or 10 years; for tbe first year on account of the great 
expense wbich I shall incur by cuUing the jungle and 
creating saals (furnaces) I can pay nothing .. For three 
following years I will pay Rs. 2,000 per annum and for the 
remaining years of the lease I will pay Rs. 5,000 per annum, 
which sball be in full payment of all rents or customs 
whatever. 

(2) I will engage, if business succeeds, to supply Govern­
ment with whatever iron they may want at tbe bazar price 
of the time. 
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(3) I will not force any raiyats from the malguz~ri. Jands 
nor give protection to any who may desert with arrears of 
rent due to the farmers of revenue." 1 The terms proposeq by 
the applicant were undoubtedly liberal. Thert~ is nothing 
on the record to show that the venture was undertaken. n 
is probable that the project was abandoned after delibera­
tion. 

In 1777 Messrs. Motte and Farquhr submitted a memoriaj 
to the Council of Warren Hastings for casting shot and 
shells on account of the Company in Bengal. They pointed 
out that amongst the various ores produced in this country 
there is one found in great abundance in Ramgur which 
yields an iron so soft as to be fit for few of the common 
purposes of life; but this property renders it. in nn emi­
nent degree, superior to nil other kinds, for almost every 
work in cast iron nnd particularly for the fabrication of 
oannou. They pointed out further that the establishment 
of iron works in Bengal would not only supply the market 
with many cast iron utensils then imported from China but 
a valuahle branch would be added to the exports of this 
settlement. They therefore proposed :1 

(1) That a sufficient quantity of land be assigned to 
them in the Perganah of Jerria. 

(2) That they be granted the exclusive privilege of work-
• 

ing iron and steel in the European manner within any par1 
of the Hon'ble Company's possessions whioh lie on ilie west 
side of the meridian of Burdwan and of selling the prodoce 
of Booh manufaoture free from doty in any place under the 
Presidency of Fort William for ilie term of 19 years. 

(3) That they be permiUed to employ Europeans in ilie~ 
works. 

I lauul., Il1o ow. BoaoI7 " ....... VaL xu. 
• nti. soo .... B ....... ....,. iD JIlCIiaa - joe 



it'6 EVOLUTION OF INDIAN INDUSTRIES 

'(4) That they engage to cast shot and shells at four­
fifth.s of the price at which the Company purchase them. 

,(~) Thl).t they would pay one-twentieth part of the 
pJ:ofits of a lead mine ,which they would work after two 
years' working. 

After a reference to the Burd wan Council the Govern­
ment of Warren Ha~tings granted the lease to Messrs. Motte 
and Farquhr. 

Mr. Farquhr by a subsequent proposal wanted the loha 
mahals of Birbhum to be included in the lease, and the 
terms of the lease were modified accordingly. An advance 
of Rs. 15,000 was granted to him to construct iron works, 
but the project was, however, shortly given up. For nearly 
tbree quarters of a century after this venture, nothing was 
heard about the iron ore resources of Bengal and Bihar. 

1n Madras the existence of iron ores in Salem attrlicted 
the notice of Mr. J. M. Heath, a member 

Atlemplo at Madra.. f th M d C··I S . . 1830 H ' 0 e a ras IVI ecvlce ID • e 
obtained the exclusive privilege of manufacturing iron on a 
mrge scale in the Madras Presidency. Trial works were 
erected at Port Novo in the South Arcot district with a 
subsidy from Government. The busi:ll;ess was taken over 
in 1833 by the Port Novo Steel and IrOD Company and 
additional works were started on the Malabar Coast, but 
the undertaking proved a failure. In 1853 the East' 
India Iron Company was started . with various concessions 
from Government. It erected two blast fumaces--one in the 
South Arcot district and another on the Cauvery river in 
the Coimbatore district. These furnaces were stopped in 
1858 while the works at Port Novo were closed in 1866.1 

In the province of Bengal the question of iron manu­
facture was renewed in 1852 for the supply 

iD2.""~. inm of rails to the proposed railways for India. 
Dr. Oldham having examined the iron 

1 lIeri .... or ,be MiDaral PIOd_ or lDdia, 19J.i.i8, pp. 180-llIL 
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ores of Birbhum expressed the opinion that the amount of 
ores available in the area was too inadequate to meet the 
demands of a large iron works if established there. l About 
the year 1855, the Beerbhum Iron Works Company was 
started by Messrs. Macay and Company of Calcutta and in 
11:160 it was reported by Mr. Blanford that the manufacture 
onron by the Company was being carried out at a loss. 
The reasons assigned for the failure of this concern were 
that the supply of charcoal and perhaps also of flux was not 
sufficient for very large works. He, howE'ver, pointed out 
that an iron work should be established in proximity to a 
coal area and recommended Rariiganj as a suitable site. 

In the United Provinces the existence of iron ores in 
the Kumaon division attracted the atten-

Allem\,1e i. Lb. t' f G t d' 1856 th U.iled Pro.i..... Ion 0 Tovernmen an In e 
Directors of the East India Company sent 

out Mr. Sowerby and a large staff of mining assistants to 
carryon the smelting of iron in the interior. 

It was soon established that iron could be manufactured 
at a rate cheaper than that at which British iron was im­
ported. A firm nnder the name of Davis & Co., was ~rmit­
ted to undertake operations for the same purpose in other 
parts of the hills. Government works soon failed but were 
taken over by another Company known as Drummond & Co. 
In ISS\! the two Companies were amalgamated under the 
title of the North.of India Kumaon Iron Works Company. 
but it was wound np in 1864.' The failure of these works 
was attributed to fuel dimculty for they depended enfuely 
upon charcoal. The period 01 experiments for the manu­
facture of iron now came to a close. It was demonstrated 
ihat the manufacture of iron on a large scale with charcoal 
was not a practical proposition. 

1 Ilall, .......... ~ Iadia. 
I Dobbo, ... JIoDocnPIa ... In. ....... w .... ia U. P4 P. 10. 
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In 1874 the Bengal Iron Company was founded to work 
Benga.\ Iron Com- out the ores of the Raniganj field. In 

pBI1y- 1879 this Company ceased to work. The 
causes that brought about the failure of this concern were· 
iHsufficiency of capital and the poor quality of ores.' These 
works were taken over by Messrs. Martin & Company in 
1889 a~d were placed OIl a sound financial footing. There 
were serious misgivings as to the future of the Indian iron 
and steel industry. But faith in the successful exploitation 
of the Raniganj ores was not altogether lost. Thus Mr. 
Ball remarked, "By ordinary blast furnaces adapted f,o. 
the removal of an excess of phosphorus, it is possible 
that in the Raniganj field iron and steel of high qualities 
might be manufactured under proper management. But as 
regards the rest of India, with the doubtful exception of 
Upper Assam, there does not appear to be any solid ground 
for hope that iron under existing conditions can be manu­
factured profitably.'" But the turning point in the history 

of the iron and -steel Industry came 
th:9':d=g poiDt in with the establishment of the Tata Iron 

and Steel Company in 1907 at Sakchi 
(Jamshedpur). In 1904 Mr. P. N. Bose of the Geo­
logical Department drew the attention' of the public to 
tJ;te existence of valuable iron ores in the Mayurbhanj 
State. He remarked "It is very difficult to make even 

I Hr. JOBtico Banade \lUDk. u... in aclditioo 10 Ihe _rci~ aDd boa.,. ... d 
fuel \Iumo ..... olber co.-.1RlCh .. 

(a) oman..- of \he capi\aJ employed, 
(6) \he iD ... euibn;~ of .. me of \he plaeeo chosen in ~ of rail..,a, and .. a 

eDlDmUDicatioD. 
te) TIle 0IICi11a1iooe '" porpo8O oho"n b7 lbe GonrDmoni ..,biola macJ. \hem iJD. 

potionl '" rooo1lo. 
. (eI) Wanl of skill and good maoagomonl 00 \he pori 01 \he porooD. employed 10 

ooodDOI tho e>porimenl. 
(.) Do1&,. caooad b7 red·lopiam and \he anwilling_ '" Go ... mmeot 10 ..... 

Iidiae or ..... snlos ioIeIul during the osporimoolal poriod of &be ............. 
Banaclo, Eoasyo in Indian JI:oooomjca, p. 100 • 
• Ball, ~mjc GooIoQ of India, p. 1148. 
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, an approximate estimate of the quanti~y 
DIICO .. r, of !roD f 'I bl' B t't uld" .......... iD \he hill. 0 aval a e lIon ores. u 1 wo 

ol1d&1orbhODj. probably be no exaggeration to say, that a 
practically inexhaustible supply for several furnaces on a 
modern scale may be depended upon. The ores are easily 
accessible from the Bengal Nagpur Railway and a line of 
25 or 80 miles would tap the Gurumaisini area. Limestone 
occurs at several places in and close to the iron ore area." J 

The late Mr. J. N. Tata had already visualised that the 
futUre development of Indian industries must ultimately 
depend oil the successful establishment of the iron and steel 
industry in the country. The publication of the informa­
tion regarding iron ores was opportu~e and elaborate 
prospecting operations were carried on by Messrs. Perin and 
Weld in the Mayurbhanj State and the Central Provinces 
and the foundation of the Tata Iron and Steel Company was 
laid at Sakchi. The Government of India took the liveliest 
interest in this project and determined to encourage it by 
making certain concessions which were asked for by the 
Company. They agreed to construct a railway from the bill to 
the main line; they arranged with the Bengal Nagpur Railway 

that the freight on raw materials required 
CoDoooaiOD. 10 the for the works should be reduced to ~ pie per T.1a Com_,. 

maund and thnt this rate should apply in 
the case of manufactured products sent for export. They 
also engaged to take for a term of ten years 20,000 tons of 
steel rails each year provided they were rolled to the required 
standard and supplied at a cost not exceeding that wbich 
would be incurred in importing rails of the same quality! 

The discovery of iron ores in the distrid 
Di~ 01 SiDgll- of Singhbhum in 1908 has given a furtber 

bhu ....... 
stimulus to the progress of iron Bnd steel 

1 lIooorda 01 &III 0e0I0gi0:U 8anq 0I1adia, 1901, P. 1611. 
I Bf-II 01 Sir lob u.-. FiDoDcW sette nt,_. 
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industry in India. The deposits in this area are remarkable 
for the enormous quantities of extremely rich ore they 
'Contain and are perhaps one of the largest and richest ore­
fields of the world. Analysis has shown that Indian ores 
contain more than 60 per cent. of iron whereas the best in 

European countries hardly contains 50 
E.timate of IrOD per cent. An idea of the iron ore 

ores. 
resources of India may be made from the 

following figures: 

Singbbbum district 
Keonjbar State 
Bonai State 
Disputed country' 
(Bonai SLate or Keonjbar State) 
Mayurbbanj State 

(Million toDS.) 
1,074 

806 
656 
280 

16 

2,832 

As regards the total iron resources which India contains the 
following observation is interesting: "The quantity estimat:­
ed is that whidh may be regarded in sight, while almost 
certainly much larger quantities may be obtailled by 
continuation of the ore bodies beyond their proved depth." J 

Of the other raw materials required for iron manufacture 
the most important are coal, limestone, 'and manganese ore. 
In order to produce 1,000 tons of pig iron per day in two 
modern blast furnaces 1,600 tons of coal are required. The 
qnestion of the expansion of the iron and steel industry 
raises at once the qnestion of the adequacy of suitable coal 
in the country. The only coal so far discovered in India 
which provides a coke suitable for metallurgical purposes is 
that from the Jheria field. Doubts have been expressed as 
to the availability of large quantities of suitable coking coal 
in the country. The Coal Fields Committee estimated the 

J ll<!vie .. of the KiDerai Produclion 01 India, 1919.1928, p. 166. 
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available supply of coking collI at 3,000 million tons out of a 
total prospective supply of 54,000 million tons of coal.' 

The other raw materials required for the industry are 
available in sufficient quantity in close proximity to the 
works. The progress in the dovelopment of the iron and 
steel industry may be gauged from the foHowing figures of 
the production of iron ores in India :-

1010 42.658 (tODS) 

lOll 842.842 .. ../ 
1014 408,441 .. 
1920 558.005 .. 
1028 821.058 .. 
1925 1.544,578 .. 
1980 1,760,601 .. 

In the course of 15 years the production of ores increased 
from 42,653 to a little over It million tons. Not only is 
the Indian iron and steel industry meeting a portion of the 
requirements of the country but a considerable quantity of 
pig iron is being exported to the markets of the world. The 
amount of pig iron exported yearly during 1912-13 to 
1927·28 was as follows:-

1012·18 92,614 toDS Re. 47 lakha. 
lIlI8·I( 82,602 .. .. 42 .. 
1016-16 72,682 .. .. 40 .. 
1920-21 48,000 .. ... 
1926.2'1 809.000 .. " 140 .. 
1927-28 ..179 .. 

• AppoDdiJ. Ie &he Pm, Report 01 \110 Tar~ ........ 1M pu\ or ..-- 'D 
!1Ie S .... JDduoIr7 01 Jadia. 'l'hio .. 'i .... '" cl 1M .ftiIoI>Io appIJ cl_DC <WI 
......... _ .. 111...,.;.... Sir L. P .... _. &110, ...q 1.1IlO 1IIiJ __ cl 
_iDa -' on .... '1ohIo _ ., Ibo _, n .. cl_ 'i"O willi • _.-, cl 10 
p.e. will 100\ ODI.Y lIS ,.an _ 11181. Iloo BaDoIiD 110. ... Iadiaa '........ _ 
LoN&. 

16 
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'.': It is rather a curious circle," says Mr. Chartres, "in the 
evolution of the world that for centuries India exported steel, 
until her trade was killed by developments in EUrope, and how 
she is beginning to reassert· hersell by exporting pig iron 
to almost every country in the world. The day may came 
when it will pay better to export steel rather than pig iron." 

The great European war stimulated greatly the ~evelop· 
ment of the industry. The supply of iron 

The inO •• nce of the d 1 h' d' 
E.ropea .. war. an stee w Ich In la was accustomed to 

import was largely restricted. On the other 
hand the demand of the Munitions Board imposed a 
serious strain upon the resources of India. The unprecedented 
rise in the price of iron and llteel was a great source of profit 
to the Tata Iron and Steel Company. 'l'he dependence upon 
foreign countries for the supply of an indispensable necessity 
of life was recognised as a national danger, and the iron and 
steel industry came to be regarded as an industry of national 
importance. The success of Tata's concern induced 
others to Hoat new companies and the result was the estab­
lishment of the Indian Iron and Steel Company at Burnpur. 
We have now three big concerns for the production of iron 
and steel in the country. The rapid expansion in the 
production of pig iron and steel by the 'Jamshedpur works 
can be seen from the following figures ~-

1916-17 1921·29 19-26026 19274 1088-8C 
(toDO) (toDO) (1oDS) (toDiI (toDl) 

Pig iron 147,497 270,270 573,196 644,296 1,109,000 

Bteel ingots 139,433 182,107 ··470,557 599,583 721,000 

Finished steel 98,727 125,871 319,957 408,343 651,000 

If the progressive increase in the production of iron and 
steel is maintained there seems to be no doubt that India 
Can be made self-sufficient in reopect of her requirements 
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of steel. Up to the year 1920-21 the prospects of· ihe iron 
and steel industry appeared bright but a complete change 
took place in 1921.22. The Indian industry could not 
escape the effects of the post. war industrial depression 
throughout the world. The price of imported steel fell 
abruptly and the Tata Iron and Steel Company found itself 
involved in a serious financial difficulty. It was extremely 
difficult for the industry to adjust itself to new conditions. 
The oost of production rose considerably during the war· 
period and at the same time owing to the slump in the steel 
industry throughout the world the price of steel fell almost 
to the pre-war level. The industry consequently had to be 
proteoted against foreign imports and the Government had 
to meet its claim by the imposition o~ a protective duty. 

Other mineral industries thd have deve-· 
aLb •• miD ... l iDd... 1 d . t f" ',iN-Mi... ope In recen years are 0 DlInor lmpor-

~ance. In the world's industry mica and 
manganese ore have assumed considerable importance. The 
annual Indian production of mica is at leas~ equal to the 
total output from all other countries. U is not surprising, 
therefore, to discover thlt for over twenty·five years India has 
been the biggest producer of mica. The use of mica was 
known in India long before its commercial exploitation by 
European capitalists. It is used in lieu of glass for lanterns, 
doors of furnaces and in some countries in windows. As a 
glazing material for pictures and for the backing of mirrors 
it is also larl{6ly employed. In India small fragment.s are 
largely used in tinsel ornamentation of temples, palaces, 
banners, ele. In powder form it is used for ornamenting 
pottery. In western countries the chief use of mica is for 
olootrical purp0d6S as an insulator, for electric beaters aud 
cookers and in electrical condensers. 

AI\hough mica is one of the most widely distributed 
materials in India, its occurrence in plates of sufficient siw 
to be of commercial value is limited to a few particular 
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tracts.·fhe chief mica mining areas in India are tbose of 
Hazaribagh in Bihar and of NeHore in Madras. The mica 
mines of Hazaribagh were described by Dr. McOlelland as 
early as 1849. In 1863 according to the Statistical Account 
of Bengal 10,000 maunds of mica were exported at Rs. 3 
per maund. Since then mica mining has greatly expanded 
and it is worthy of note that practically all the Indian mica 
is exported to Europe and America, their being no industry 
to consume it locally. The average export of mica during 
the quinquennium of 1919-23 was 58,600 cwts. valued at 
78 lakhs of rupees. 

The development of the manganese quarrying industry 
in India reached its zenith in 1907 when 

.M.aoganeee. 
the output rose to 902,291 tons of are. 

In 1908 India took the lead amongst the countries pro­
ducing manganese are. During the pre-war quinquennium, 
India produced 40'8 per cent. of the world's average total 
annual production of some 1,750,000 tons of manganese are. 
During the war quinquennium, the Indian prnduction fell to 
34'1 per cent. while in the post-war perind it has increased 
to 43' 3 per cent. India suffers greatly through exporting her 
manganese are in raw condition, instead of converting it into 
ferro-manganese. The manufacture of ferro-manganese was 
established in 1915 by the Tata Iron and Steel Works. The 
other minor minerals in India are petroleum, salt, bauxite 
and chromite which have been worked out partially. 

We have traced the development of the mineral industries 
of the country and they supply an important criterion of 
industrialism in a country. It has been asserted that the 
degree of industrialisation which a country has attained is 
best measured by the production and consumption of coal 
nnd iron. Judged by this standard the industrial develop­
ment of India will appear inSignificant in comparison with 
European countries. 
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Coa1 Fig Iron 8t .. l 
(million toni) (million to:18 hDillinn ton.) 

19i!O 19l1! 1991 IP13 11l!l8 

German Empire 129'28 19 11 1S'6 14'5 

Uoited Kiogdom 229'58 10'2 6'7 7'6 S'6 

Belgium 22'05 2'4 8'9 2'4 8'9 

France 88'27 6'1 10 4'6 9'8 

U, B, A, 576'17 80'6 87'1 81'8 52'2 

Japan 28'77 '28 1'8 1'7 l'S 

Iodia 19'85 '2 1'01 '56 '6 

The figures of per capita consumption of coal will far mOl'e 
ellectively demonstrate the comparative economio position of 
India among the industrial countries of the world, 

Jodill '06 (ton)l 

U, K. 8'41 

U. B, A, 8'66 

Oermaol' 2'l6 

Fl'IID08 1'15 

Belgium 8'19 

Caulida 2'80 

Judged by this sbmdard, India is lowest in the scale of 
developmen' attained by the important manufacturing 
countries of the world. 

It is. however, to be observed tbat tbe mineral resources 
of India have not yet been thorougbly tapped~ Vast regions 
are slilllying unexplored. Systematic survey and prospoc"­
ing work will undoubtedly open up new reBl'urces and 
tbe minernl resources may be considered sufficient if a policy 
of industrialisation is pursued. 

1 JIoporl .. lbo .............. 00.. ...... ··, •• or CoAIlIIlMia. 1-,,, as. 



CHAPTER V 

MANUFACTURING INDUSTRIES 

The nineteenth century, as we have seen, is a record of' 
the decline of handicrafts. . Of the handicrafts most 
adversely affected by the impact of the Industrial Revolution 
of the· west, the most important was the cotton industry. 
Hand spinning has become extinct due to the importation 
of cheap machine made yarns but the handloom industry is 
still struggling though it is gradually yielding ground to the 
factory. The economic history of the European countries 
has indicated the inevitable supremacy of machine pro­
duction over handicrafts and the course of industrial evolu­
tion in India is being influenced by the same economic 
factor. In India, too, the decline of handicrafts has led to 
the emergence bffactories. The existence of an abundant 
supply of raw materials in the country naturally gave rise 
to the idea of their utilisation on a large scale with the 
mechanical appliances of the west, and tpe industries that 
first attracted the attention of the English capitalists were 
cotton and jute. 

In the first half of the nineteenth century, attempts to 
introduce factory industries in India were 

The fifO' colton • • • fi t' E -I mill ill IDdia.· 10slgm can as 10 many uropean coun-
tries. The first cotton miIl founded in 

India in 1818 at Fort Gloster near Calcutta was the Bowreah 
-.Qotton MiIls Company, Ltd. This Company was incorporated 

as a cotton mill, a coffee plantation and a rom distiIlery. J 

J wau, Commozcial Procloct. of JDdia, p. 818. 
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. About ten years later there was another attempt to establish 
a cotton mill in India. We have reference to this in a 
minute of Lord William Bentinck in which he remarked ; 
" To those who so feelingly deplore the misery of the Indian 
manufacturer, it will be consolatory to know that a prospect 
exists for better days, with a hope also that her staple 
commodity, the cotton manufacture may still be rescued 
from annihilation. Mr. Patrick, an Englishman, is at this 
~oment erecting a very large menufactory for the spinning 
of cotton twist by machinery to be moved by steam." 1 We 
have another evidence as to the existence of cotton mills in 

l.ndia prior to the rise of the cotton mill industry in Bombay. 
In the report on a petition of the East Indian merchants 
in 1840 there is reference to the production of yarn by cotton 

• mills in Bengal.' But the turning point 
UII 'f:d:!~. POiDI 10 in the history of the cotton industry is to 

be sought in Bombay rather than in 
Bengal. It was in 1851 that the idea of starting a cotton 
mill in Bombay originated with Mr. C. N. Daver, an 
enterprising Parsi merchant. The difficulties of this new 
venture were almost insuperable. There was no machinery 
in the country nor was there expert labour available either 
to set up or manipulate it. There was, further, no coal in 
Western India. The importation of British coal into 
Bombay solvl'<i the problem of fuel and machinery and 
expert labour were also imported and the pioneer spinning 
~ctory was inaugurated in 1854. The success of thip 
venture induced Mr. Daver to start another mill which was 
known as the Bombay Throstle Mill. In 1858 Mr. Manekji 
N. Pem started the Oriental Mill with 30,000 spindles 

I Mio~'" 01 &be Go __ GeMnl ..... MIl M.,. I_ 
t Ihi_ 01 RODI7 ~ w ... IIIe Lordo 0-........... PoIaioa of 1M 

Baa, ID<li ........ D •• Q. lIMO. To wIaaI ""too, .... ,... carrft .. IIIe -"'-
of_aD' .... t 

A. Tbe aillla ha .. P* ..... _ iOO,OOO U. of ,.... ........ -. 
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which was followed by the Victoria Mill with 60,000 
spindles and 1,000 looms started by Sir Dinshaw Petit in 
1860. In the same year were also projected five more mills. 

/' Thus was laid the ioundation of the Bombay cotton 
mill industry with the enterprise and foresight of Parsi 
capitalists and the co· operation of British machinery and 
labour. 

The progress of the cotton mill iDdustry would have been 
rapid but for the American Civil War of 

Set-back doe 10 !.he 1861 64 h· h d American Civil War. - W lC cause a temporary set-
back. The supply of American cotton 

being cut off, there was an unprecedented demand for Indian 
cottoD by the Lano::ashire manufacturers. The price of raw 
cotton rose so high that the Bombay cotton merchants made 

~bulously large profits. The investing public thought of 
no other business than cotton exports .• It is estimated 
~at no less than 75 million pounds were added to the 

wealth of Bombay.1 The sudden accretion of such a large 
amount of wealth induced the merchants of Bombay to 
launch many .speculative schemes and cotton mills were 
neglected. But with the cessation of the cotton boom, --Bombay was overtaken by a financial crisis of anunpre-

./ cedented magnitude. By 1870 financial stability was restored 
and attention was a~ain directed to. the cotton industry 
which had been yielding steady profits during the preceding 
decade. About this time, Mr. J. N. Tata visualised the 

- enormous benefit which India would derive 
T.!.tlorta of 1. N. from an expansion of the mill industry. 

Reliable data for the working of cotton 
mills were wanting in India and Mr. Tata consequently 
sailed for England to study the working of the cotton 
mills in Lancashire and the machinery required to spin 
and weave Indian cotton in the climatic conditions 

1 ButDasor, Bomba7 IDdaot.rieo (CoI&oD millo), po 1L 
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peculiar to the country. His investigations produced a tar­
reaching effect upon the expansion of the 

/ Ben .... d .. r.irit,. 
mill industry in India. During 1870-75 

fifteen more mills were projected. During the next decade the 
progress of the industry was particularly rapid and 23 addi­
tional faotories were built in Bombay. It was during this 
period that cotton mills began to be established in other parts 
of the Bombay L'residency. The mechanical improvements -introduced into the mill industry in 1885 gave it another turn-
ing point. The substitution of the ring frame for the mule and 

M I 
'cal' the revolving flat card for the roller card 

eo laDl Improve-
monlo. was a distinct advantage in the methods 
of production. Thus, the indust.ry received a further stimu­
lus and more mills were erected with new machinery. 

During 1895-1900 the industry received a great set-back. 
Two severe famines in 1897 and 1899 brought about a 
complete collapse of agriculture. The cotton industry was in a 
great measure dependent upon the home market and the 
collapse of agriculture meant a considerable curtailment of 
the demand both for Indian mill product-'J as also for hand­
loom products. These difficulties were accentuated by the 

appearance of the bubonic plague in 
I.!~= 01 pI, ... ODd Bombay in 1896. This scourge appeared in 

such a terrible form that the population of 
Bombay leU the city in large numbers. The mill indus~y 
was faced with II great scarcity of labour which caused II 

considerable curtaiiment in the output of the mills. The 
growth of the industry during the second half tbe nineteenth v 

century may be realised froID tbe following figures :-

Ttv. )lijlo. Bpiod .... ~ Employ-'. 

IBM 1 
1861 13 838.000 
1879 61:1 1.500.000 19.000 99687 
1S86-' go 2.W,6Oa . 16,1126 9'1,I!Of 
1800 114 99,tit 
1000 198 •• 945,788 40,124 161,189 

17 
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, In the beginning, the cotton mill industry was located 

Loralisa.tion. 
mainly in the Bombay Presidency. In 
J879, of the total number of mills in India 

three-fourths were situated in the Bombay Presidency and 
more than half the total in the city and Island of Bombay. 
By the end of the century there appears to be no appreciable 

......£.hange in its localisation. Though mills were being started 
in the up-country districts, Bombay was still the predominant 
centreof an important localised industry. Of the 144 miJlsin 
India in 1894-95 100 were in the Bombay Presidency and of 
these 69 were in Bombay City and Island. 

/ The Indian cotton industry commenced its career as a 

Mill production. 

-... 

spinning industry and it retained this 
character for a long time. A reference 

to the figures of spindles indicates that during forty years 
the number of spindles increased from 338,000 to nearly five 
millions but the number of looms is insignificant. In 
1905-06 out of 204 cotton mills 104 were exclusi vely spinning 
mills, eight were exclusively weaving mills and in the 
remainder both spinning and weaving were carried on. The 
production of yarn by the Indian mills has progressed 

, steadilyJmt not phenomenally. In 1895-96 the outturn was 
432. million lbs. but in 1900-01 it fell to 352 millions. A sig­
nificant feature of yarn production by Indian mills is that 
nearly three-fourths of. the total output is coarse-i.e., of the 
counts varying from 11 to 30. . This is due to the fact that 
Indian cotton is of sbort staple from which yarns of finer 
counts cannot be spun. Of the yarn produced by the Indian 
mills more than half was exported to foreign countries and 
the rest was l'Onsumed by Indian mills and handlooms. Thus -in 1899-1900 tbe total output was 514 million lbs. of which 

'244 millioD Ibs. were exported. China and Japan, up to the 
end of the nineteenth century, were tbe principal buyers of 
Indian cotton yam. For finer counts of yarn India is depen­
dent upon foreign countries. Up to the end of this period 
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--!pI.' imports of yarn were derived mainly from Great Britain. 

In J899-1900 the import of yarn from foreign countries 
amounted to 42'6 million lbs. which were largely consumed 
by hand looms. Of the woven goods Indian production 
contrasted very unfavourablywith imports. Thus in 1899· 
1900 India imported more than 2,000 million yards of cloth 
from foreign countries whereas her mills produced 419 
million yards. 

The depression in the cotton mill industry which com­
menced in 1896 continued up to 1905. 

Growlb duri"119oo. Th GA' . . 11196. e reat mencan speculatIOn 10 cotton 
sent up the price of raw cotton to such a 

height that the production of yarn became unprofitable. In 
1905 the China market was again active and the harvests of 
the preceding three years were satisfactory with the result 
that the cotton mill industry enjoyed 'unprecedented prosper­
ity during the two succeeding years. The American crisia 
of 1907-08 and the poor harvests of India in the same year 
affeoted the industry to some extent. But in spite of these 
temporary setbacks the rate of growth of the industry was 
fairly maintained. The development of the industry may 
be gathered from the following figures:-

Milia. SpiDdla.. • Luom •• Baud .. CMIoa OODIDmecI 
Ibalea 01 899 1bL~ 

1000·01 176 4.747.880 89.859 In.888 1.861.740 

1010·11 217 5.9~S.6S4 82.965 280.649 1.905.866 

101S·14 240 6.484.691 101.022 260.276 2.143.126 

1920-21 245 6.845.824 128.544 S82.179 2.120.230 

1024-25 275 8.098.801 148.612 S67.87'i 2.226.S10 

19S0-1Il 812 8.890,728 171.976 895.475 2.683.176 

During this period considerable change hss taken place 
in the locslisation of the industry. The lack of space in the 
Bombay city has prevented the addition of Dew mills there, 
hut in up-country districts many new \Dills have heeD erecLed. 
O~t of SH mills the Bombay Presi.den~y possessed in 1931, 

./ 
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146 mills followed by Madras witb 25, tbe United Provinces 
22, Bengal 13, and Central Provinces 7. 

The Bombay cotton industry was largely dependent 
Lo.. of ChiD. upon tbe Cbina market for· the disposal of 

market. its products, specially yarn. But this 
market was extremely fluctuating due to political disturbance 
and foreign competition. Before tbe nineties tbere was 
hardly any cotton industry in Japan. During the nineties 
Japan was slowly building up her cotton industry with raw 
cotton imported fromlIndia and the United States of America. 
In 1895 she had only half a million spindles which increased 
nearly three times in course of ten years. Japan thus be­
came a formidable competitor of India in the China market 
for yarn. In the eighties and tbe nineties tbe Indian 
manufacturers got an advantage from depreciating exchange 
but with the closing of the mint to the free coinage of 
silver and the stabilisation of exchange after 1898 this 
advantage disappeared and tbe exports of yarn gradually 
dwindled.' . The industry therefore bad to seek a more 
stable basis for its existence. It will be manifest from the 
figures of spindles and looms that tbe number of spindles 
barely doubled whereas the number of looms increased four­
fold. This means that the industry began to develop 
weaving more than spinning and consume yarn in the mills. 
In 1899-1900 ~he Indian mills produced 419 million yards 
of cloth but in 1913-14, i. e., the year just before the decla­
ration of the European War they manufactured 1,116 
million yards. For the disposal of these products the 
industry is largely dependent upon the home market, only 
one-tenth of the products being exported abroad. Another 
noticeahle feature of the industry during this period was 

I The Bombay miUown ... in· their repreoeDW;o. 10 tbe Tarill _rd for p_ 
tiOD 10 th. eoI/.o. indootty oom~lained tb.t Iho d'preMio. in the ioduotty commenced 
with lh. eJoanre of lb. miDt 10 lb. free ..,ioag. of ajI.... Yid. Report of lbe Tarill 
Board CD the Testil. IDduotty, p .•. 
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the tendency of Indian mills to spin finer counts of yarn. 
At the time of the controverdY over the Tariff bill of 1896 
the production of yarn above 2£' s was insignificant. In 
1924 it was fou~d by the Tariff Board that the production 
of yarn above 30's amounted to nearly 20 million Ibs.' 
The production of piece-goods has increased considerably 
in the current century and a distinct tendency has manifested 
in the production of finer varieties. The following table 
shows the progress in production in recent years :-

1916·17. 10!ll92. 1095·96. 10HI·89. 
'000 lb •• '000 lb •• '000 lb •. '000 lb •. 

Yarn 644,446 658,6l1 628,871 966,410 

'000 ,d •• '000 ,d •• '000 ,d •• '000 ,d •• 

Woven goode ... 1,425,674 1,609,141 1.792,166 2.989,900 

v' The War supplied a great stimulus to the development 
"grope ... WI ... d of industry. The imports from foreign 

ill oll..... countries were greatly curtailed. The 
prices of cotton manufactures rose nearly three times. The 
consequence was that the Indian manufacturing industry 
passed through a period of phenomenal prosperity. Not 
only were many new mills projected in different parts of 
the country but the existing mills made large additions 
to their 100108 and spindltlS. Thus during 1913-14 to 1924-

25 the number of spindles increased from 1l'4 millions to 
over 8 millions and the number of looms from 101,O~9 to 
148,612. . 

One significant effect of the European war has been \he 
remarkable change in the direction and volume of trade in 
cotton goods. Before the war Great Britain's share in the 
import tralle in cotton piece-goods was 97'1 p. c. but after 
the war it fell to 78'2 p. c. in 1927-28. There has, however, 
been a phenomenal increase in the Indo-Japanese trade. 
Before tbe war the imports of yarn and piece-goods from 

1 &port .. tho TuiI B.oud ... tho CoUoa TNtiIa IDdo.ll7. po. 19. 
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Japan to India were hardly significant 1 beiag 1 million Ibs. 
of yarn and 8·9 million yards of piece-goods. In 1924-25 
however the imports of yarn rose to 32'3 million lbs. and 
the piece-goods to 155·3 million yards. Taking all piece-goods 
together the United Kingdom's proportion of the tra~e has 
fallen from 82 p.c. to 49 p.c. while Japan's has increased 
from 14- to 44 p.c. during 1926-27 and 1931-32. 

Turning to the export side of the industry it is noticeable 
that the export of yarn has dwindled into insignificance. 
The average exportation of yarn during the pre-war quinquen­
nium was 192'8 million Ibs. but during the war it fell.to 
129'6 millions. In 1;)24-25 the export dwindled to 36°5 
million lbs. The export of piece-goods shows a decided 
tendency to increase. The pre-war average export was 89'7 
million yards and it rose to 154'9 millions during the war 
years, In 1924-25 the· export increased to 180'3 million 
yards, The Indian piece-goods are consumed mainly by 
eastern couutries specially Persia, Mesopotamia, the Straits 
Settlement~, Aden, Kenya Colony, Ceylon and Portuguese 
East Africa. 
. The requirements of India for cott,on goods are met from 

, 'I > three sources :-Indian mill production, 
Indian ml 18 prouUO-

1ioD, hllDd-l!"'m pro- hand-loom products and imports. In the 
dneta aDd .mpo_ b . , . f th . I d· 
their relative poai- eglDnlDg 0 e present century n la 
tionl. d d' f· t· was epen en~ upon orelgn coun rIeB 
for her clothing to a greater extent than at present. 
Thus in. 1899-1900 the net imports of piece-goods into 
India amounted to 2,053 million yards. In the same year 
the Indian mills produced 419 million yards and the hand­
looms 8-30 millions. Of the mill products 112 million yards 
were exported thus leaving 307 million yards for the Indian 
market. We thus find that imports accounted for 63·3 per 
cent. of the country's requirements, mill products 9·5 p.e . 

. and handIoom products 27·2 p.e. At the end of a quarter 

I ID 1918-11. 811 millioD 7ardo ODd 1 milliDa Iho. of , ........... importad. 
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of a century we find a substantial change in the relative 
position of imports and Indian mill products. Thus in 
1925·26 imports accounted for 34 per cent. of India's re­
quirements and mill production increased to 40 per cent. 
With regard to handlooms it is noticeable that there has 
been an absolute increase in their production from 880 
million yards to 1,160 millions but their percentage sh~re 
has diminished to 26 p.c.' . 

The development of the Indian cotton industry may be 

Comparati.. d.... contrasted with the corresponding deve­
Iopmou'- lopment in other countries of the world. 
The following figures will give an idea of the progress of the 
Indian industry in constrast with the cotton industry of 
Great Britain, the United States of America and Japan:-

Indio, Gnu' BzUaiD, U,S,A, JOp'D. 

Yoar, Spindlu Loom., Bpindl.. Loom., Bpindl.. Loom., Spindle. Loom., 
(milliooj, (mUlion), (million', (millioD), 

18114 8'6 81,154 45 606,585 16 '5 
1900 4'9 40,124 46'6 648,820 19'4 489.465 1'2 
1905 5'1 50,199 50'9 '104,85'1 22'8 615.006 1'4 , 8,140 
1910 6'1 811,'125 57'7 '141,197 28'2 62.5,719 2 17,'102 
1915 6'8 1l0,21l8 59'9 808,145 92'4 689,840 2'8 SO,OIlS 
1920 6''1 119,022 60 798,089 84'9 '108,079 9'8 50.588 
1929 '1'9 1«.794 56iS 195,2« 87.8 '144.686 4'8 60,899 

n will be evident from the above figures ihat inspite of ihe 
doubling of spind1el! in India during a quarter of a ClE'.ntury 
their number is one-seventh of that of Great Britain and one­
firth of thai of the United States of America. The figures 
for looms in Great Britain and the United States show also 
the smallness of the size of the Indian industry. As con­
trasted with the aImOilt stagnani character of ilie Lancashire 
caUon industry the U. S. A. and Japan show a,marked 
advance.. 
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The prosperity enjoyed by the Indian cotton mill industry 
during the war time was, however, short-

Depre"ion in tb. I' d Th Id' .. . 
indostry. Ive . e wor -wide commerCial CliSIS 

of 1920-21 affected also this industry. 
The rapid increase of imports after the war was accompanied 

V by a sharp fall in price. At the same time the Indian 
millowners had to contend with high costs of production. 
'fhe increase in the cost of production was due partly to the 
enormous rise in labour costs and partly to the rise in the 
price of raw cotton. The situation. was so serious that 
in 1924 the annual bonus to the labourers was dis­
continued anel this resulted in a strike among the labourers 
which lasted for two months. In 1925 the Bombay mill­
owners proposed a reduction of wages by 11i p.c. which 
caused one of the greatest strikes ever witnessed in India. 
These strikes dislocated the industry so much that relief had 
to be granted t~. the industry by the abolition of the 
cotton excise duty. But even this step did not bring 
sufficient relief to the industry. 

The BOl,llbay millowoers complained that thecompeti­
tion of Japanese goods was unusually severe and put forward 
a claim for a protective duty of 17t p.c. This demand for 
protection led to an investigation into ·the conditions of the 

_iEdustry by a special Tariff Board •. The Board pointed out 
that the depression in the industry was due partly to world 
causes and partly to internal defects of organisation. It was 
they thought, the in~vitahle outcome of tbe boom of the pre­
vious period and as such it bad the character of a trade 
cycle. It was also pointed out by them that the differential 
change between the prices of agricultural products and 
manufactured producti affected the indu itry adversely. This 
means that the prices of manufactured products through­
out the world rose in a greater proportion than the prices of 
agricultural prodncts and this reduced the purchasing power 
of the Indian consumers, It is, however, to be observed that 
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though the difference between the two pricea has now been 
considerably reduced yet the industry· does not appear to be 
in a Bound financial conditiolll. 

\/" The investigation of the Tariff Board brought into light the 
important fact that the depression was more acute in Bombay 
than in up-country districts. The increase of production by 
the up-country mills even during the period of worst depres­
sion was marked. The loss of the foreign market for yarns 
affected the Bombay industry adversely. The mills of Bombay 
had to face increaaed competition in the home market with 
the up-country mills. Over-capitalisation, the defects of -internal organisation, e.g., the managing agency ayatem 
and the high cost of labour greatly accentuated the difficulties 
of Bombay. The competition of Japan was also an important 
faotor in depressing the prices of Indian yarDS. 

'fhe future of ~he Bombay cotton mill industry is, conse­
quently, not bright. If the industry is to retain its position 
it will be necessary to put the industry on a rational 
basis. This might be done by reducing the wastes and 
the evils of mismanagement and increasing the efficiency 
of labour. 

The Burvey of the growth of cotton industry discloses 
that there is yet much room for its further 

IIcoFelorupuWon. expansion. Of the raw cotton produced 
in the country two-firths is consumed by mills and three­
fifths is exported. .There appears to be therefore no scarcity 
of raw material. But, if the IQdian mills are to capture the 
market dominated by imported goods such raw material is 
unsuitable for the purpose, for imports consist of finer 
varieties of goods for which long-staple cotton is indispens­
able. The future development 01 the industry must depend 
upon the capacity of the Indian mills for the production of 
yarns of higher counts for which India must either import 

lR 

the raw material from abroad or produce 
it in the country. The difficulties in 
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regard to expert labour which were manifest in the early 
stage have disappeared. Bombay has trained expert labour 
for running cotton mills and is now in a position to send 
it wherever it ill required. The fuel diffiqulty was at one 
time a great handicap in Bombay. Even after the develop­
ment of railways the despatch of coal from Bengal to 
Bombay involved considerable cost. But with the in­
auguration of the Tata Hydro-electric Scheme at Lonavla, 
the problem of power has well nigh been solved. A large 
number' of mills in Bombay are now driven by electric 
power supplied from the above station. The up-country 
centres such as Ahmedabad and Cawnpore have still to 
suffer the disadvantage arising out of the high cost of power. 
Though the cotton mill industry in India is more than three 

N 
quarters of a century old vet its foundation 

eed for the manu~ • 
faclure of Teml. is still insecure. India is dependent 
.... biDery. ., f h I f upon foreign countnes or t e supp y a 
textile machinery and mill stores. The risk of such a 
state of things was manifest during the last war when the 
~upply of textile machinery and mill stores was largely cut 
off. The need for the development of engineering industry 
for the manufacture of textile machinery in the country 
is urgently felt by all who want to see India economically 
independent. Such a development will supply a fresh 
outlet for India's capitaIand enterprise. 

/ Next to the cotton industry in importance and magni-

10te lDdoatry, 
tude, is tlJe jute industry. This industry 
is confined to Bengal as the raw mate-

rial is produced mainly in this province. In the beginning 
of the nineteenth century the manufacture of jute cloth and 

-iute gunny was an important industry in Bengal. Mac­
Gregor records that the export of jute gunnies from the 
port of Calcutta to Great Britain commenced in 1832. 

I MoeO.., ... Co .. mercial Tarilrl. Pa" xxm. p. 161. 
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Buchanan Hamilton in his account of the jute cultivation of 
Dinajpur mentioned that large quantities of cloth called tat 
or chota were being produced in that district. 

Reference has already been made to the interest evinced 
by the East India Company in jute fibre for its utilisation 
in the manufacture of cordage and sails for the Company's 
sailing vessels. About 1820, when flax manufacture was a 
flourishing Dundee industry, jute fibre was imported into 
Britain for rope- and cordage-making. It was not long 
before a Dundee merchant named Nash prevailed on a 
Dundee firm of Bax spinners, Messrs. Bell and Balfour, to 
experiment in spinning the jute fibre into yarn over their 
flax machinery. The experiment was, however, unsuccessful 
due to ignornnce of suitable methods for dealing with the fibre 
and to the unsuitability of the flax machinery of that 
time to deal with jllte. In 1832 Messrs. Balfour and Mel­
drum by patient and persevering experiments achieved 
success in power jute-spinning. It was demonstrated that 
jute might be used as a substitute for hemp. This success 
was largely a consequence of the use of whale oil to soften 
the fibre. 1 From that time jute has gained in popularity 
and the foundation of the Dundee jute-manufacturing indus­
try was laid. 

With the progress of the Industrial Revolution. the jute 
industry received a great impetus. After 1840 the overseas 
trade of Great Britain in raw materials and foodstufl's 
began to increase with considerable rapidity. Consequently a 
great demand for sacking materials grew up, and this demand 
began to be satisfied both by the handloom products of India' 
8S also the products of the Dundee mills. The Russian War 

1 Wou, Coamoerciol ~ or Iadia, p. ,ill. 
t Wol .... -m, .. 18 .... oarI7 lonioo tbo ..... __ tv II. uporW 

rr- C......... \0 Nartlo A .. or" UId .... ~ _ far - todri ..... 
---""" ..... faruponi ........ UId _ ..... 10 aU porta DI .... 
WQl't"~" 

• WaU_~"I.",p.l. 
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of 1854-1856 which cut off the supplies of flax, and the cotton 
famine follQwing upon the American Civil War cleared the 
way for the development of this industry which has since 

, grown steadily in importance. In a recent report of the 
Board of Trade we find the observation that" Its prosperity 
dates from the time of the A,merican Civil War. The war 
had stopped the cotton supplies which America sent to the 
Lancashire mills and the utility of jute, which could be 
cheaply, produced, was recognised for many purposes for 
which cotton has hitherto been used. Dundee took advan­
tage of the favourable opportunity and began its world 
trade." 1 With the success of 'the Dundee jute industry the 
Indian handloom industry began to decline but the most 
decisive blow to the handloom industry was given by the 

/establishment of jute mills in India. 
The idea of starting jute mills in India originated with 

George Acland in 1853. 
It was suggested to him by a manufacturer of jUle and 

flax machinery that "It would be more practical to take 
jute machinery to Bengal where the jute comes from and 
spin it there." I In 1854 Mr. Acland started the Rishra 

Yarn Mills Company near Serampore. In 
Jute miUs fOOllded iD 1857 the Borneo Jute Company I1tarted a' 
Calcutt&.·~ , 

'!:hill at Barnagore and to it is due the 
credit for introducing the power loom for the manufacture of 
jute cloth. These ventures proved so successful that they 

-.!!,ere shortly followed by other companies. Dnring 1868-72 
the five mills that were in existence simely coined money. 
~ 1872-73 five new companies were floated and next year 

eight more mills were launched. This sudden increase in the 
number of mills upset the equilibrium of demand and 
supply with the result that the industry was overtaken by 
an acute depression. Between 1875-82 there is only one 

I Report of AD ODquil'J ioto tho coli or limg of tho workiDg .~ Ig()8, 

• W.USCO. Rom ..... of lule. p. 18, 
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new mill on record and' during the sue-
187~&ar·iOIl during ceeding ten years with the exception of 

the Calcutta 'rwist Mill no new mills were 
added. To bring the industry to a stable basis two courses 
were followed. In the first place an attempt was made to 
find out new markets for its products and secondly an attempt 
WIlS made to reduce supply. In 1877 was opened for the first 
time the American market for hessiaI;l cloth but it was not 
till 1887 that this market developed. In 1889 the export of 
gunnies to South American ports commenced. But notwith­
standing the opening up of new markets, the industry was in 
an unsatisfactory condition. With a view to regulate the 
supply of jute manufactures the Jute Mills Association was 
founded in 1884, and next year short. time agreement com--menced which lasted up till 1891. In 1890 besides short-time 
working, 10 p.c. of the sacking looms were shut down for a 
short period. Thus for a period of nearly twenty years the 
Indi./ln jute industry had a 'very precarious existence. 

\! A definite tendency towards prosperity, however, mani­
fested after 1894. Between 1896-1900 nineteen mills 
were started. In 1895 electric light was introduced which 
permit.ted the working of longer hours .. The developmen& 
of international trade increased the demand for sacking 
materials 80 much that the mills once again found them­
selves in a secure financial position. The development of 

the industry may be seen from the following table: 

T .... 'I No"''''' 1 or mill •. BpiDdIeL 'r- I N_ .... rof , .. _ .... plo""'" 

IB7ll-80 to 1888-84 21 88.000 , 5.5tlO I 88,800 
IBdf-85 to 1888-89 24 1~8.~00 7.000 1 52.700 
188\).90 to ltIIlS·94 ~ ]72.600 I 8.300 ! '4.800 
1894,~ to 18\18·9\l SI 244.800 I ]].700 

, 
86,700 

18<J9·11l()() to lU(JS·().l 86 884.600 I 16.200 I 114,200 
1904·0,. to 1I108·0Il 46 610.600 I 24,800 ]f6.000 
l1lO1l-10 to 1918-14 60 691.800 I 88,600 ! ~ooo 
1917·18 76 884,000 

I 
89.700 266,000 

1911l-1I0 76 . 806,800 4].000 I 29),400 
i 1925-26 86 1,068.700 5O,SOB , 881,826 
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It will be seen from the above figures that the greatest 
development in the industry took place in tbe present cen­
tury the number of mills increasing from 31 to 86 in course 
of 25 years. Tbe looms and spindles have increased nearly 
in the same proportion. The employment of labour in the 

--i!!te industry has increased phenomenally during this period. 
In the beginning of the century labour employed in jute 
mills was a little over 100,000 but in 1925-26 the number. 
rose .to 331,326, and nearly the wbole of this labour force is 
drawn from the neighbouring provinces. The consumption 
of raw jute by the industry has continually increased with 
its expansion. Up to the end of tbe nineteenth century the 
mills hardly consumed one-third of the total raw jute pro­
duced in the country and the export of raw jute was a more 
important item of India's trade than the export of manu­
factured goods. Within a decade of tbe present century 
the mill consumption of jute and exports became nearly 
equal. In another decade the proportion of mill consump-
,tion and exports changed to 2 : 1. . 

V The juM mill industry is localised in the suburbs of 
Calcutta. Out of 86 mills, 82 are located on the banks of --- . the Hooghly. Fifty years back the ban~s of the Hooghl~· 
were either covered with dense vegetation or housed the 
village population, but to-day they are dotted with smoking 

V chimneys. The main cause of the localisation of this 
industry around Calcutta is to be Bought in the facilities of 
transportation afforded by the river Hooghly in handling a 
bulky raw material and its manufactures. Calcutta deve­
loped 8S a market for the export of raw jute and ia a con­
venient centre for the export of manufactured goods to all 
parts of the world, Besides, the preference of Europeans to 
remain in Calcutta also partly accounted for its localisation 
here. So important has the industry become that the 
industrial ·life of Calcutta is closeJy bound up with its 

fortunes. 
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/ Unlike the cotton industry. the jute industry has been 

J Ind 
built up with Scottish labour and enter-

ute u.try- . 
m~DI1.'o .. igDOD_ prise and British finance. fndians have 
pn... gener~ll)' had no share in this induswy, 

._~cept as ordinary labourers. Up to 1891-92 there was a pre­
dominance of British capital in the industry. The twenty-six: 
mills that were tloated up to that time had a paid-up capital of 
Rs.1,37,50,OOO plus £1,757,000. By 1903-04 the amount 
of capital invested in the industry rose to Rs. 4'66 crores 

'plus £2'2 million. In 1916-17 the Industrial Commission 
estimated that the rupee capital invested in the industry J 
had risen to 13t crores of rupees but the sterling capital 
was at the same figure, It is thus manifest that the tendency 
to float jute mills with British capital is less discernible in 
the twentieth ceutury than it was in the early period. Indian 
oapitalists have beoome familiarised with the jute mill 
shares and rupee capital is being attraoted to the industry in 
a greater degree thaD before. 

No manufacturing industry in India has such a pheno­
menal development in the export of its 

Foro;!!" tra~. iD d h" d t H If lute ,no.ur..,,,,, .. , pro, ucts 8S t e lute III us ry. Ii a cen-
tury ago the value of the exports of jute 

manufactures wua just over Rs. 7llakhs. Since then each 
decade has shown II continuous increase in value as will be 
evident hom the following table :-

Val .. (e.- '" n_l. 

1876-77 '71 
1886-87 1'14 
1896-07 11'14 
100&-07 15'59 

1918-1' 28'211 
19:1S-2f '2'28 
19117-30 61 '911 

, I. 1llSl-tll I/o. ra~ ..,.101 iII_ ill "" iDd.., _1 __ "" 
~ oopilol.£91 millioa all<I A-ncu copilol ,It miIIic.-. 
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Jute alone accounts for 17'64 p.c. of the total export 
trade of India. It CJmes just after the export of raw cotton 
which accounts for 19'62 p.c. of the total export trade of 
Jndia.1 

1/ A reference t.() the destination of -jute manufactures dis­
closes that almost all the countries of the world are more or 
less dependent upon India for their requirements. In spite 
of the rapid -advance in the price of jute there appears to be 
no tendency towards a reduction of the world demand for jute 
products. The reason is that- there has not been found a' 

._-!!;!aterial which can bear comparison with it in cheapness. 
Continental countries like germany, Italy and I!'rance buy 
mostly raw jute as they have established mills themselves. 
But countries that are large exporters of cereals, sugar, and 
wool get their sacking materials supplied from India. Thus 

~ustralia, Java, Cuba, Chile and South Africa buy large 
quantities of gunny cloth and bags from India. The United 
States of America and the Argentine Republic are the 
biggest purchasers of hessian cloth. It is worthy of note 
that no industry in India depends so much on foreign mar­
ket for its prosperity as the jute industry. Of the total pro. 
dnction of bags only 26 p.c. and of cloth only 5 p.c. enter 
into local consumption, the remainder are exported." 

The last war gave a great impetus to the development 
of this industry. Though the export of 

~~-: oft.beE...... raw jute fell olI considerably, the loss was 
compensated by the tremendous increase 

in the export of manufactures. The war gave rise to a great 
demand for jute bags which were used in trench warfare. 
The rise of price was phenomenal but wages did not rise 
more than 50 p.c. The consequence was that the industry 
passed through a period of unprecedented boom. "Mr. 

I Remw or &be Tnd. 01 India. \gj6.97. p. 1'1. 
I Wall .... Rom ..... 0110&0 (9ud adiiioo). p. 90. 
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Thomas Johnstone remarked: .. In 1925 the reserve funds 
which have come out of profits amounted to 22 crores and 
when reserve funds lind profits are added together the total 
gain to the shareholders in the ten years 1915·24 reached 
the enormous total of £300 million or 90 p.c. per annum 

./On the capital." I The post-war depression· in the world's 
trade and industries affected the industry to someexteut but 
concerted measures adopted by the mills and the buge 
.reserves built up during the war period made the .position of 
the mills impregnable. In 1921 the Jute Mills' A~sociation 
agreed to work 54 hO\1rs .per week or 4 days a week, and 
safeguarded against over· production.' Thus the jute indus-

try of Bengal though neither a cartel of the German type nOr 
a trust of American type is yet able to limit competition 
amongst themselves. It is not difficult to visualise that the 
industry may some day consolidate itself ioto a huge trust 
to exploit both the home and foreign markets. 

Woollen and silk are two other textile industries that 
deserve mention. These industries have 

Woollen Jnd •• tq. 
not been revolutionised in the same degree 

as cotton and jute. They are mostly carried on as handi­
crafts. "Scattered allover India," says Dr. Watt, .. how­
ever, more specially in the upper provinces, there are small 
handloom workshops illl woollen manufactures and these 
employ only one or two hands ... • But large establishments of 
the factory type are few in number. Throughous the whole 
of British India only nine mills are found working giving 
employment to 9,000 operatives. In 1876 the Cawnpore 
woollen mills were established which were followed by four 
mills ten years later, of which the most important ia the 
New Egerton Woollen Mill at Dhariwal in the Punjab. 
Th~' mills manufacture goods of European. pattern and 

I 1Ieftor' ........... i_ at j-.... ill liii>0 ... 

• Be.io. at die Trade. 1'S\-iJ. P. III. 
• w.", ('ommorcia\ I'n>d .... of Jadia. ,. llll" 
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style such as serges, broadcloths, flannels, tweeds, blankets 
and travelling rags. The demand for such goods is increas­
ing every year as. will be evident from the figures of 
imports. In 1876-77 the value of imports of woollen 
goods was only Rs. 54,11,010, but by the end of the 
century these increased to over it crores. The pre· war 
average importation exceeded 3 crores and in 1926-27 
it amounted to 4'14 crores. The Indian mills satisfy 
a small portion of the country's demand for fine woollen 
goods. . It is also significant to note that the Indian 
mills that produce pure woollen goods find themselves hard 
pressed in their competition with the "attractively got up 
cheap shoddY'lmd mixed woollen goods" of the continent of 
Europe for which the demand seems to be continuously on 
the increase. For the raw material, the industry mainly de­
pends upon home supply. The import of raw wool amounter} 
to nearly 5 million Ibs. in 1926·27 whereas the quantity of 
exports was 45 million Ibs., so there is still a large margin 
which can be fabricated into manufactured goods in India. 

The Indian silk industry is yet in the domestic stage. 
The record of the nineteenth century iail 

Silk Industry. continuous decline'in its importance.. N~ 
serious attempt has been made to arrest the decline of the 
industry by setting up factories. Of the twelve factories 
existing in the whole of India five are situated in BritiRh 
India and the rest in Indian States. The (actories with the 
exception of the Sassoon and Alliance Silk Company of 
Bombay are small, employing only a few hundred operatives. 
These factories are largely dependent upon silk yarn" im', 
ported from foreign countries specially China and Japan. 
The import of silk piece-goods has in recent years conllider­
ably increased, " the exports have steadily diminished, and 
what was once a trade of some importance is rapidly 
approaching inHignificance." I 

I lIeTie ... , TrRd •• , Jodi., l00f·fl6, p. 1I8, 



MANUFACTURING INDusTRiES 147 

The manufacture of leather is an indigenous industy of 
Leatbor. India. The requ~rements of the rural popu-

lation for shoes, sandals and water buckets 
and covering for musical instruments are supplied by the 
Chamar who occupies a low rank in the village community. 
Sir Alfred Chatterton thinks that "tanneries of consider· 

• able size must have existed to supply harness and saddlery 
for the irregular troops and retainers which were kept under 
arms by the numerous Rajahs, Zeminders and petty Chief· 
tains who formely exercised more or less independent 
sovereign powers throughout the country." " II In the aggre­
gate," says Mr. McWaters, .. a very large quantity of 
leather is tanned in India by village Chamars and in small 
village tanneries by more or less primitive methods.'" The 
methods followed by the village tanner are edremely crude 
and ineffioient and he has beeu justly described" as making 
a good hide into bad leather."· The continued rise in the 
price of the row material is driving him from the industry 
and in many cases the tanners are becoming the agents for 
the supply of ra w hides to exporters and manufacturers. 
The export trade in tanned hides and skins is a special 
feature of the Madras and Bombay Presidencies where smaIl 
tannerics were established to underake this branch of trade. 
We find it recorded that as early as 1846-47 Madras exported 
hi(les and loather valued at Rs. 6,360 and tanned skins valued 
at Rs. 18.5i5.' The locatinn of this industry in Madras 
is due to the prevalence of the shrub C/J8sia allrielliaia 
(Avaram or Turwad) the bark of which is t~e principal 
tl\llning material used in the preparation of hides. The pro­
ducts of th_ tanneries were half-tanned leather which was 

I Cbau_. A "_roph ... Tao.;., ua.I wort;.,. 01 L.\hor ill lbo ...... 

PJ.oidoaoJ. p. II. 
• hey ... of .... Trade i. ladi ... B;dea .. Skiaa. p.. 97. 
, Report.., .... ladi •• lDduolriol eo..iooioD. p. 86. 
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welcomed by the tanners in Europe as the raw material 
from which to prepare the very best classes of light leather. 
Statistics of export trade indicate a gradual development of 
the industry till nearly the middle of the seventies when 
various causes operating at the same time led t{) a very 
rapid extension. The illtroduction of public auctions in 
place of private disposal led to a wide advertisement of the 
product abroad. After the Frallco-Prussian War German 
tanners commenced buying Indian hides in large quantities. 
Further, the repeal of the export duty of 3% on skins great... 
ly stimulated the trade. Lastly, the compleiion of the main 
trunk lines Of railways enabled tbe Madras tanners to 
obtain supplies of raw material from greatly extended 
areas. 

Improvements in the indigenous method of tanning were 
first introduced by a French Eurasian of Pondicherry 
named Charles de Susa who visited Mauritius some time 
in the forties and acquired a practical knowledge of ihe 
French prqcesses of tanning. He first established a tannery 
at Pondicherry and subsequently set up several small· 
tanneries in the neighbourhood of Madras. Of his improve­
ments, the most important was the immersion of the tanned 
skins in a bath of myrabolams aftllr the ordinary tanning 
had been completed which led to the production of leather 
that did not show any discoloration when exposed to the 
sun as was the case with the bark-tanned leather. .. With 
raw materials at a cheap price," says Sir A. Chatterton, 
"with cheap labour and with the comparatively small capital 
outlay which was necessary to establish a tannery, it is not 
surprising that the vastly improved tanned skins found a 
ready market in Europe." 1 

J Cb.ttertoD. A Monograph OD TaDDing and WorkiDg ill LeaUier in the Mad,.. 
P_ideooJ. p ••• 
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The growth of the export trade in- tanned' hides and 
skins may be realised from the following table :-

Tanned bides 
Year. (Qu."lit,. i" Gwl.). 

1880·81 62.871 
1890.91 98-.557 
1900·01 264,755. 
1910.11 151.829 
1915·14 174.028 
1918.19 568,680 
1925·26 869.080 

The growth of the modern tanning industry in India is 
Buropell method. due almost entirely to the efforts of the 

all.""i"8· military authorities to obtain suitable 
supplies of boots and accoutrements. Before the Mutiny 
saddlery, harness and accoutrements of the East India 
Company's Army were largely manufactured at Cawnpore 
by Indian contractors from leather locally tanned. The 
leather produced by local tanneries was not, however, dur­
able. During the Mutiny the industry greatly suffered as 
Cawnpore was one of the scenes of that great turmoil. The 
Government of Illdia consequently had to procure their 
supplies of leather goods from England. But, the English 
supply was very irregular in reaching India and was often 
of very inferior quality,· It was also found necessary t() 
keep such a large reserve stock in India that deterioration 
was inevitable. These difficuhiesinduced Uie Government 
of India to make an attempt to obtain suitable equip­
menta locally. The resuh was the establishment of tbe 
Government Harness lIld Saddlery Factory at Cawnpore in 
1867. In this factory were introduced English methode and 
processes with mechanical appliances. In 1880 Messrs. 
Cooper Allen & Co., st6l1ed the Army Boot Factory wiUl 

1 w.lI .... ~ .......... pII .. 'huillll .Dd Wed .. ill X-Ihor ill tbe u..-. 
l'Io,i_ """ AI'" p. L 
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a considerable amount of financial assistance from Govern­
ment. Thus was laid the foundation of the Cawnpore 
Leatber industry. Cawnpore is in tbe middle of the best 
hide-producing area in Ind'ia, has excellent railway com­
munications and. at the outset there were large supplies 
of babul bark,-an excellent tanning material-in close 
proximity. Besides, tbe industry has been greatly patronised 
by Government. 

In Bombay an enterprising Khoja Mahomedan Adamjee 
Peerbhoy established the Western India Army Boot and 
Equipment Factory. Following this 27 leather tanneries 
were established in the different parts of Bombay and these 
give employment to 1,702 operatives. 

Up to the end of the nineteenth century hides and skins 

Introduction of 
Chrome TaDDing. 

were tanned mainly with vegetable tan­
nin but the action of various cbemicals on 
hides was being experimented in different 

countries. About 1895 the production of leatber by 
chromium salt was establisbed on a commercial basis in 
America. The credit for introducing chrome tanning in India 
belongs to Madras. Tbe earliest chrome tanning experi­
ments in Madras were made about 1902 ,by a German firm, 
Messrs. Carl Simon Soehne, but the results attained were 
not encouraging.' It was contended that climatic difficulties 
stood in the way of successful introduction of chrome tan­
Ding in India. IJater on, a Mr. Talhati, a Parsi from 
Bombay, endeavoured to popularise cbrome tanning by 
demonstration at a small tannery at Tangal, a suburb of 
Madras but he failed to raise the neces~ary capital to 
Continue his efforts. In 1903 Mr. Chatterton pointed out 
to the Madras Goyernment tbe huge waste involved in the 
use of country leatber for water buckets used by the raiyats 
for well irrigation. Tbese leather buckets were so perishable 

1 COlK'hmaD, Handbook of Commtft";a1loformatioD. Madra •. 1916. 
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that Mr. Chatterton suggested that experiments should be 
made to determine wbether chrome tanning could be 
successfully carried on in the Presidency. The experiments 
conducted in the Government School of Arts proved so 
successful that the operations of the Government were 
enlarged on a commercial scale. The activity of the 
Government on this line was criticised by the various 
chambers of commerce on the ground of state interference 
with private trade, with the result that the Government 
withdrew from the business. But the industry became 
firmly established in the different parts of India and consider­
able quantities of chrome leather began to be produced every • 
year. 

The introduction of chrome tanning has, however, ad­
versely affected the small tanneries that were engaged in 
the export of bark-tannfd hides and skins. Since 1898 the 
expor~ of raw skins has seriously affected the volume of the 
business done in tanned ~kins 8nd it is impossible to foresee 
how the spread of chrome tanning in Europe and America 
will atTect the industry in this country.l 'rhe demand of 
the foreign tRnners for raw hides and skins' has increased. 
Another factor which has encouraged the export of raw 
hides and skins is the protective tariff imposed on manu­
factured goods by America and the continental countries of 
Europe whereas raw products are admitted duty-free. The 
war supplied a great stimulus to the Indian tanning indus­
try. The demand of the military authorities for leather 
goods was pressing with the result that there was a great 
expansion in the tanning of hides iu Madras and Bombay 
for export to the \Var Office. Local leather manufacturers 
were also able to take advantage of the reduced imports of 
certain classes of leather goods from England. One impor­
taut development of the boom in leather industry was the 
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esta.blishment of .several new aDd large tanneries uDder the 
management of leadingCa.lcutta firms. With the termina­
·tion of the war -boom the leather industry was faced with a 
depressicm like other !industries. The future or tanning 
industry 111 India i~ dependent as much upon technical 
development ;as :UPQII the expansion of markets The demand 
for ·bighclass ,lea1lher is aimited owing to its high :price and 
if -the Indian ma.rket ,is to be developed greater attention 
l'equires to -be paid to reduction in the cost ·of production. 

Up to the middle olthe nineteenth century the Indian 

Sogar IDdoatry. 
Sugar lindustry was expandiDg aad .flour­
i~hing. The East India Company -deve­

loped an extensive sugar trade with Great Britain. Tbus 
.ill 1851 the Indian exports to Great Britain were 1,506,051 
,cwt.out ,ofa total export of 1,607,508 ewt. During the 
·neddecadethe exports sbrallkto 845,961 owt. Hitherto 
-tbe East India -Company were mostly exporting refined sugar 
,to) -Great Britain but with the establishment of sugar 
refineries in,that country a great change in the demand took 
!place. The British ,refineries demanded raw sugar and the 
eons.\gnments became more and mors raw sugar. Thus 
-the eKport~ 'of raw sugar in 1877-78 'were 366,997 cwt. 
-but the average for 1882-92 rose to 1,145,685 cwt. 
'jJJereafter ia !IIIllrked decline took place. Turning to the 
,import .side it is worthy of 'Dote that in the early 
scventiesthe imports amounted to 562,559 cwt, and there­
-after 'every decade showed rapid increase but the increase of 
imports became phenomenal since the nineties. The progress 
of imports may be seen from the following table: 

rllOlll2 
'll1t16·07 
1915Jl4 
11121·22 
11l26.27 

2~ 8,268 toD' 
486,585 .. 

·8116,B69 .. 

717,600 .. 
826,900 II 

Value (Crore.) 

5-0 
8-7 

14.'20 
26-78 
18-87 
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It is significant to note that sugar is the second largest single 
article of importation, the first being' cotton piece-goods'. 
Thus the two chief items of India's early export trade have 
been converted now into her greatest importl! . 

../ It waR in the nineties that the Indian sugar industry 
found itself considerably embarrassed by the importation 
of bounty-fed beet sugar from the continental countries of 
Europe speoially Germany and Austria-Hungary. The beet 
sugar was offered at suoh a oheap prioe that the indigenous 
industry beoame unprofitable. Many small refineries were 
closed down and the aoreage under sugar-cane considerably 
sbrank.1 Thus in 1891-92 the area under sugar-oane was - . 8,100,000 acres but in 1905-06 it fell to 2,110,800 acres, 

#' The imposition of tbe countervailing import duty on bounty­
fed sugar in 1899 did not arrest the decline. The causes of 
the deoline therefore must be sought elsewhere. The methods 
of production pursued by the small refiners of India are ex­
tremely wasteful. and laborious. In India sugar is manu­
factured from gur but the production of gur by indigenous 
methods is uneconomical. The experiments of Dr. Barnet 
and Mr. Clark demonstrated that no leas than one-fifth of 
sucrose in juice was loa\ by the indigenous method of making 
~r. The extraction of juice from cane by primitive types 

of mills worked by oattle is equally unsatisfactory. Where 
efficient methods &rein use 86'4 per cent. of the origiDal 
sucrose can be placed upon the market in the form of sugar. 
But, in India the extraction does not exceed on an average 
more than 65 per cent. of juice oorr8l!ponding kl about 651 
per cent of the total sucrose in cane.' The IndilUl Indus­
trial Commi$Sion estimated thRt of the sugar grown in India 
roughly one-third was wasted owing to inefficient and 
primitive methods of extraction. The same view is endorsed 

, W"", tlom aiaI ........ 01 bdiL 
I R-, oIlbo IDol;" Bacv c-mi-. ft'-16l'" 
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by the Sugar Committee ,when they say that" the present 
inefficient ,methods involve an annual loss of 1,068,960 tons 
of sucrose in the, manufacture of gUT alone. There iij a 
further loss in the manufacture of sugar." 1 

The ad of sugar-production in foreign countries has 
made a phenomenal advance in recent years. Not only have 
the agricultural aspects of the industry been systematically 
explored with the object of securing better varieties of cane 
at a cheap price but the manufacturing aspects of the 
industry have equally been improved. In Java, from wbich 
India at present gets more than 66 per cent. of her imports, 
sugar is produced in large factories direct from cane with 
the latest appliances under expert chemists. Tbe conse­
quence of these developments is that Java bas nearly 
captured the Indian market. 

It is very often tbought tbat in many respects sugar 
manufact.ure is eminently suited for the band labour and 
small capital of the village communities of India, but Dr. 
Watt thinks tbat machinery and cbemistry must deprive all 
such communities of their handicrafts and" the salvation 
of the Indian sugar-manufacturing inllustry must be rather 
looked for in aids towards the establishment and encourage-

;ment of power factories." Sugar. factories have in recent 
years been established in India. Of the twenty-two fac­
tories existing in India which work either entirely or mainly 
on cane, ten are located in Bihar, five in the United Provinces 
and the rest in other provinces. 01 the ten refineries working -on gUT five are in the United Provinces, three in Madras, one 
in Bihar and one in the Punjab. These factories ore of small 
size and their outturn is a little more than •• h~lf the out­
turn of the largest factory of Java and approximately equal 
to the production of three average factories in that island." 
In many cases much of the machinery used is of old design 

• 16;4, p. 9l1li, 
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and the manufacturing losses are considerable.. Nor are 
these factories adequatelY- supplied with cane.' The lack 
of concentrated cultivation of cane prevents that complete 
control over cane-supply as is to be found in Java. A sugar 
factory must be situated in the mjdst of the tract tbat 
supplies it with raw material. Industries like cotton or 
steel might draw their Bupplies of raw materials from 
distant places but the sugar industry must depend on the 
immediate neighbourhood. for cane cannot be transported long 
distances without deterioration. The cultivation of sugar on 
a plantation scale can give the factories an assured supply 
of caDe but there are insuperable. difficulties in the purchase 
of laDd from small cultivators. It is ouly in areas which are 
at present lying waste that any extension of cane cultivation 
on a plantation scale is feasible. The other line of. develop­
ment is the manufacture of gur on an economical basis. 
There is a large market for the consumption of gUT but its 
manufacture requires considerable improvement. It is note. 

, worthy that in recent years the wooden mills for cruwing 
cane have been largely substituted by iron roller mills. 
But the working of iroD mills by bullock power involves 
such a strain that unless mechanical power is resorted 
to, cattle is bound to deteriorate. .. l'ndcr favourable condi­
tions, Ule output of such mills will rise to 300 pounds of gUT 

per hour." Where these small power-driven milia have 
been introduced, it has been definitely established thd 
Utey have increased the value of lhe product from a given 
area of land by 25 to 30 per cent. It is only in Mysore 
tbat such plauts have been installed by growers cultivating 
large areas; otbers have been installed al State expense 

I n ia I_d bl \100 Iadi ... s..,.r o..mi_1IoM 50,... of \100 1-* ....... 
boU Iho _ .. ill! _ .... it milia on .. pablo of doaIiaI. lIO po ......... - '-
........ to .................... \100 ....mi .. 10,.0 .- -'611ba. v .. Report 
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in plaCes. where an adequate supply of cane can be 
fouhd.~ 

. Other illdustries connected with food products which 
have developed in recent years are rice- and flour-milling. 
Rice-milling is the principal industry of Burma. But rice 
mills have been established in Madras and Bengal . also and 
their number is increasing. In 1923, 444 rice miils were 
Tecorded in Madras and Bengal giving employment to over 
18,000 operatives. Fifty-six flour mills have been estab­
lished in British India but they are located mainly in the 
Punjab, the United Provinces and Bengal. The growth of 
these industries on a large scale aided by mechanical power 
has profoundly affected: the economy of villllge life. One 
important consequence of these industries has been that 
the village women have been deprived of the occupation left 
to them after the hand-spinning was extinct. 

Before the EUropean war chemical industries did not 
develop In India on any considerable scale. 

Cbem.,_1 Industri ... 
This was partly due to the lack of know-

I Appendix C to the Bepori oltha Indian Indoslrilol Commission. p. 61. 
The CODditiOD8 of the IndiaD industry have greatl, ch'.Dged .ioce tbe above 8CCOIUIt 

.... .rmen. In 1982 on the reoommendat,on or the Imperi_1 eo •• cil of Agricultural 
Besearch, the GoverDm.ent of Jodie adop&ed • PoIieJ of prot.eetion to .timaJ.te 
the development 01 the Indian sug.r industry. The dnt, imposed on roreign BDI.r 
.BB lis. 7 and aanaa , per ewt. wbich with lIUl'cllarge ._ted to lis 9 aod .DD. I. 

The el!ect 01 thie high duly bas· been a 8real .. pana .. of Ih. iDd..tlJ. In \be 
C01II'88. of four yean ODe bandled aad fil" DeW factoriee hava NeD eatabJilbed in 
diBerenl parle of India. In 1929-30 tho oulluro 01 Indian ...... faeloriea w .. 
110,918 10DB which _ \0 620.000 lema in 19~i-86. The imperl 01 rorei,D Ingar 

dDria, lhe "10. period b .. 1.00D 110m 93~,c.oo lema \0 922,900 1oDB. ID.DOIhor 
quiDq ..... i.lD. \be imparl 01 foreig. logar will d"indlo into inaigni&a ... ODd \be 
COIDlby'. ""I.ire ... ols will he mel maial, from bume prod""""... ]101 Ibis ... 11 
will be .........a 01 0 DDOaic1erohlo oaeriflco of \he intereala 01 the ..... moro. The nile 
01 dol7 on foreign augor ia Dear.,. ISO p. c. ad •• Z_ ODd Ibia dol7 will bo ooutiouoc1 
IiII 1947. UoIeao during Ibie periAld .obolanliol improvemoDla .... mldo in ,be 
technical ... a agricultural upecla 0I1bio induby, il will bo ditlleull for \be iDdosllJ \0 
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with a 'fiew &0 make up the to. of nveuue from iu.pon.. 



MANUFAC'rURIlIG.I1mus'riuES i51 

ledge of the resources of India and partly to the fact that 
such industries require highly trained technical advisers and 
skilled labour. Owing to the inadequate development of 
chemical industries, India has relied on foreign countries 
for the supply of chemicals, drugs, dyeing and tanning 
substances and paints and painters' materials of the value of 
4i crores of rupees annually. The dependence of India upon 
foreign chemicals is a serious weakness of the industrial 
system of the country. In the industrial" countries of the 
West. the prQvision of essential chemicals at sufficiently low 
rates is regarded as a basic condition for the development 
of larger industries. India possesses raw materials for the 
manufacture of every conceivable chemical now imporled 
from foreign countries. The location of chemical industries 
in India will be thiefty influenced by the proximity of cheap 
coal" or coke. The Indian Munitions Board pointed out that 
Bengal would appear to be the most suitable centre for 
certain chemical industries owing to its proximity to the coal­
fields of India. Certain chemical industries require cheap 
tslectricity and the future of theSe industries would largely be 
inDuencied by the possibility of harnessing the hydro-electric 
resources. 

The manufacture of heavy chemicals such as sulphuric, 
hydrochloric and nitric acids has been undertaken in India 
but their productioo is insignificant. Thus the production 
of sulphuric acid in India is 18,000 tons as contrasted with 
America's 7 million and Germany's l,650,OCO tons. The 
production of sulphurio acid is largely bampered because of 
the dependence on imported sulphur. The Indian Industrial 
Commission insisted on the local smelting of sulphide ores 
80 as to render sulphur available for U1e sulpburic acid 
industry.. '\T arious chemicals such 88 alkalies, sodiom 
carbonate and OIIUS"O soda wbich are essential for many 
indllstril'8 such as SOIIp. glass and dye works are imporWd. 

1 llep>rl 0( Ibo 1Ddi .. ladao&riaI Com........., P. ... 
, 
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The manufacture of sodium carbonate and caustic soda 
by the electric" process should be undertaken in India. 
Valuable by-products may be derived if these industries are 
undertaken. The impJrtance of coal tar in any scheme of 
chemical industries is evident as it is tbe raw material from 
which explosives, dyes, synthetic drugs and phosphoric chemi­
cals are manufactured. India already produces considerable 
amount of coke from her gas works and coke ovens and 
experiments in these directions might be undertaken to 
establish various manufactures. . 

In India occur many of the raw materials from which 
scents in the form of volatile and essential oils can be manu­
factured. But at present the raw products are exported and 
finished goods imported. The Indian Munitions Board 
pointed out that the whole subject of essential oil and 
perfume manufacture deserved much more consideration than 
it had received. 

Theexploitation of indigenoliS resources for the manufac­
ture of drugs require:J careful consideration. The Bengal 
Chemical and Pharmaceutical Works has been popularising 
the use of indigeneous drugs manufac'ured after Western 
methods. 

There is considerable scope for' tbe development of 
chemical industries but the problem is not without its diffi­
culties. Apart from the questions of capital, organisation and 
expert labour. the dumping of foreign chemicals migbl 
destroy a struggling industry during the early years of its 
inception. The whole problem is conseqnently complicated 
by tariff questions.' 

The manufacture of paper in India was carried on a 

Paper. 
small scale as a cottage industry before the 
establishment of the mill industry. The 

product manufactured was crude and was demanded mainly 
by merchants for their account books. 

, lDIIiaa lI""i"'-lIoud 1IaJIdbouk. 19111. 

• 
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The production of paper in India by mechanical methods 
datea from the estllbliRhmeiit in 1870 of the Bally mill~ on 
the Hooghly. For some time the concern was a success but 
in 1905 it went into liq uidation. In 1882 was floated the 
Titaghur Mills Company and between 1892 and 1894 Ii third 
mill was established at Kankinara. This venture was never 
Buccessful and was taken over in 1903 by the T-itaghur 
Company. The Bengal P'lper Mill at Ranigunj was started 
in 1889. For about thirty years no other paper mill was 
started in Beng"l. It shows that the paper industry did not 
hold out sufficient prospects for the capitalists of Dengal. 
In Upper India and the Deccan the same state of thing$ 
migM be said to have prevailed-the only exception being the 
Upper India Couper Mills at Lucknow established in 1899. 
These mills manufactured paper eitber from rags or aabni 
grass. They had to depend upon imported chemicals and 
skilled labour from abroad. Paper produced -from . sabni 
grass is of excellent quality but it is difficult for the 
Indian product to compete with imported 'paper manufacturt'd 
largely from wood pulp. During the war two new mills 
were project pd. with the object of manufacturing paper from 
bamboo of which tbe supply lIupeared to be inexhaustible. 
With the fall in the price of imported paper during tbe IlOst. 
war period, the Indian industry was involved in a serious 
financial difficulty. 

Two other induslries "'hich hal'e developed i!l recent 
years are cement and match. 

Before the war India wss mainly dependent upon foreign 
countries, specially Great Britain, for the supply of cement. 
On tbe eve of the war three companies WIlre projected for the 
manufacture of cement. The curtailment of foreign supply 
during the Will and the consequent enormous rise in price 
made \he cement industry highly profitable. The result 
was that seven new companies we1'& floated in different 
parte of the counb-y. The development of this indus", 
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and its position in relation to imports may be seen from the 
following ~able : 

Indian production 
Imports .. 

1914 
Tons 

945 
165.729 

1918 
Tons 

84.844 
27.177 

1921 
Tons 

192.812 
129.819 

1924 
Tons 

268.764 
124.186 

In·no industry was development so rapid as in the cement 
industry within such a short period. The Indian produc­
tion in 1924 was 59 p.c. greater than pre-war imports. 
In another decade the quantity of cement produced in 
India rose to 764,000 tons, whereas the imports fell to 
67,300 tons. With the fall in price which commenced 
in 1922 the industry was overtaken by a great depressiol). 
The main cause of the depression was that the supply far 
exceeded the demand of the up-country markets. In the 
ports which are the chief consuming centres, competition 
from .the foreign product is acute. If these markets ara to 
be captured by the Indian industry a reduction in railway 
freight is called for. 

Another industry that developed during the war is the 
match industry. Spasmodic elIorts were made even before 
the war to manufacture matches in India, but these failed 
partly on account of inexperience and want of technical 
knowledge and partly on account of foreign competition. 
The only match factory in India which was successful in 
maintaining its position before the war was the Gujrat 
Islam Match Factory in Ahmedabad. But the real develop­
ment of the industry commenced since the year 1922 when 
a revenue duty on imported matches was imposed at 80 higb 
a level as to aiiord substantial protection to the home indus­
try. Up to 1916 the duty on imported matches was 5 p.c. 
rid valorem. In the same year it was raised to 7 t p.c. and 
subsequently, in March 1921, it was fixed at 12 annas per 
gross. In 1922 owing t~ a serious defici t in the budget, 
this duty was raised to Re. 1 8 anoas,. Under the influence 
of this high revenue duty which varied between 100 to 200 
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p.c. ad valorem, the production of matches in India became 
profitable. At first splints· and veneers on which the in­
creased duty was not leviable were imported from Japan and 
matches began to be manufactured, and large profits were 
realised from this business. In 1924 with a view .to protect 
the revenue of the Government, imported splints and veneers 
were subjected to duties. Thereafter, Indian manufacturers 
began to exploit the local resources of wood with imported 
machinery and thus the foundation of an important industry 
was laid. 

The progress of this industry was so phenomenal that 
the imports declined from 13'68 million gross in 1921-
22 to 4 million gross in 1927-28. Indian match factories 
have nolV a producti ve capacity of 18 million gross, exclud­
ing the output of cottage factories. The development of 
this industry clearly illustrates the point which has been 
emphasised by the Indian publicists so long, that foreign 
competition is a great. obstacle to the development of Indian 
industries. A judicious application of the t\\riff may, 
provided suitable conditions exist, give rise to an industry 
which would not have developed but for the tariff. 

India was dllpendent upon Japan and Sweden for 
her imports of matches. With the development of the 
Indian industry. the import from Japan ceased. but the 
Swedish Match Company. the largest importer of matches 
iuto ludia "could not afford to stand aside and risk the loss 
of the whole of the Indian o:.arkllt." The company started 
six factories in the course of two years in different parts of 
ludia. The result of the efforts of this company has been 
a considerable increase of local supply. But it has raised 
the impll'tunt problem of foreign capital in a sheltered 
market. 

We have surveyed the development of Jarge-soale 
industries in India and the problems with which they are 
confronted. It is beyond doubt thut this development has 

21 
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been quite incommensurate with the resources availabl~: in 
,the country. The future development of Indian industries 
must not merely take stock of the present posi tion but will 
also depend in a great measure upon the possibilities of new 
industries being established in the country. 

In Western countries the manufacture of motor cars and 
bicycles has been established as a profitable industry. In 
India motor traffic has in recent years made enormous pro­
gress but the country depends upon the import of motor 
cars from foreign countries. 'l'hough India grows rubber 
to the value of a crore of rupees it is exported. It will be 
_to the economic advantage of the country if the manufacture 
of motor cars andbicycJes is encouraged. The development 
of motor engineering promises a profitable field for the 
technically trained youths of the country. 

Another industry that has made considerable strides in 
Western countries is artificial silk. Large and increasing 
quantities of artificial silk are being imported every year 
which are being used by the Indian aims and haoolooms. 
The possibility of this industry requires a thorough examina­
tion before an attempt can be made in this direction. India 
imports annually a large variety of toys from Japan and 
Germany. The manufacture of these articles is not a diffi· 
cult process and Indian artisans are not lacking in designs 
and workmanship but yet little attempt has been made to 
develop this industry in the country. 

The import of different varieties of glass and glass 
articles is considerable. Though some factories have been 
established in the country, the products manufactured are 
inferior to foreign articles. The country does not lack in the 
supply of necessary raw materials but yet the industry does 
not seem to progress. The technical problems connected 
with the industry require to be solved by research and 
experiments and there appears to be no reason why this 
industry should not develop under expert management. 
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The scope of the different varieties of engineering 
industry requires a. thorough examination. India cannot 
remain, for all the time to come, dependent upon foreign 
countries for the supply of machinery of different kinds for 
her growing industries. The problem of the development 
of machine industry is not without its difficulty. The 
industry may be exposed to foreign competition in the 
beginning and may require to be protected by tariffs. But 
the imposition of a protective duty on imported machines 
will place other industries in a difficult position. These 
difficulties however must be faced if the machine industry 
is to be developed in the enuntry. 

The development of shipbuilding industry has aroused 
considerable interest in the country in recent years. The 
average value of India's foreign trade is nearly Rs. 700 
crores, and this vast trade is carried in foreign ships. Even 
the coastal trade of India which is by no means inconsider- , 
able is carried mostly in British ships. It was pointed out' 
before the Indian Mercantile Marine Committee that 90 p.c. J 
of India's coastal trade and 98 p.c. of her import and export 
trade are served by ships which are owned by non-Indian 
Companies. This situation involves the country in a serious 
economic loss. No modern industrial and commeroial 
country considers its position safe unless it can possess a 
meroantile marine of. its own. 

The problem of the development of an Iddian mercantile 
marine must depend upon three considerations. In the 
first plaoe it involves the ~raining of Indians as marine 
engineers and officers capable of commanding shipe. 
Secondly the reservation of the coastal traffio to national 
ships, and thirdly the eitablishrnent of the shipbuilding 
industry whbin the country. It has been urged by Indiana 
that the reservation of coastal traffic to national ship" is an 
accepted policy of many countriea including the Dominions 
and there is DO reason why India should be denied 
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this right. The British Companies regard this policy 
as an instrument of discrimination or expropriation. It is 
pointed by Indians that the deferred rebate system and rate 
wars have prevented the entry of Indian shipping companies 
inio the coastal trade and if capital is to be attracted into 
this line of business the coastal trade should be guaranteed 
to Indian companies with a view to inspire confidence. 

The development of a national mercantile marine leads as 
a coroIlary to the establishment of ship-building industry. 
It is true that in the initial stage, a country has developed 
its mercantile marine by the purchase of ships from other 
countries but it has later on developed its own ship-building 
yard. With the development of iron and steel industry in 
the country the problem of ship-building has aSHumed an 
important phase. But it is to be noted that without ade­
quate encouragement either as construction bounties or 
navigation bounties there is hardly any prospect of the new 
industry coming into existence. It is urged by many 
influential Indians that Government should pioneer this 
enterprise and establish and mainta~n a ship-building yard 
at its own cost.' The Mercantile Marine Committee have 
however suggested that Governmen~ may aid the enterprise 
by (Il) advancing a cheap loan to the extent of the paid-up 
capital of a company and assistance in acquiring suitable 
sites; (b) guaranteeing all Government and Port Trust work, 
and (c) legislatillg thaI, when such a suitable ship-building 
yard is completed, all ships seeking for a license on the 
coast should also be required to have been built in India.' 
But no step has yet been ~ken to establish ship-building 
industry in the country on a large scale. 

I ReporL of the lDeIi ... M • .....,\ile Morille Committee, p.87. 



CHAPTER VI 

INDUSTRIAL LABOUR 

Tbe development of large-scale industries in India has 
been accompanied as in other countries by a drift of labour 
from rural areas to industrial centres. The decline of 
handicrafts and the pressure of population upon land set 
free a certain amount of labour for employment in factories. 
This exodus of labour has by no means been so rapid as 
in the countries that have undergone an industrial revolu­
tien. In the second half of the nineteenth century the 

. growth ot factory population was very 
O ..... Ih .r Faotor1 I It' I' th fi t t f Labo.r ill Iodi.. S ow. IS on y 1D e rs quae er .0 

the present century that we meet with an 
abrupt growth of factory labour due to a general stimulus 
to industrial developmen\.' In addition to labour employed 
in factories. the mining industry affords employment to 20 
lakhs of labnurers. It may roughly be said 'hat factory 
industries give employment to nearly two million labourers oJ 

out of a total population of 240 million in British India. 
Industrialism thus occupies a small patch in the economic ( 
map of India and it is only in Ii few centres that Ule acLivi­
ties of industrial life occur. In these centres U!ere ~ 
signs tha\ the country is in the throes of an industrial 
revolution but the economic life of the people in general 
way be said to be primarily agrarian in character. 

, 'l'IIo tcMI ... her oS '""""7 t.bouon ia JIlIlO _ U6,8J.6 .. lid .- 110 
UIIt.1III8 ia 1911. ... SIr*' ioa' Aboinol for BmiaI! IDItio, JalI.lT to 1--. 
P eIII. 
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Distribu~ioD of 
Industrial labour. 

The Industrial labour of India is distri­
buted among the various industries as 
follows: 1 

Cotton Spinning and Weaving 
Jute mills ... 
CottQn Gins and Presses 
Railway and Tramway Works 

Engineering Worksh~ps 
Rice Mills 
Tea Factories 
Jute Presses 
Sugar Factories 
Oil Mills 
Woolen Mills 
Tanneries and Leather Works 
Metal Works 
Tobacco Factories 
Cement Works 
Flour Mills 
Paper Milla. 

860,600 
829,700 
165,000 
146,500 
96,000 
59,000 
51,700 
81,500 
18,700 
12,600 
11,700 
10,000 
9,000 
6,600 
6,400 

5,400 
5,800 

A reference to the above figures discloses the fact that 
the two staple industries cotion lind jute give employment 
to nearly half the total factory labour ·in India. Though.!, 
variety of other industries has heen established, their im­
portl\Dce from the point of view of employment of labour is 
small. 

The labouring population in India is usually of 
a migratory character. The Factory 

Charaeter and eom· • • • 
pooitioD 01 labour ComIDlBlon of 1907 have pomted out that 
supply. Indian industrial ·Iabour is recruited 
mostly from the agricultural class. "The Indian factory 
labour," says the Commission of 1907, "is at heart lin agri­
culturist" . and it is sheer necessity that compels him 

1 Larse IuduRrial E.$abUahmonti 01 Jndi., 1928. 
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to to,ke up work in factories.! He usually leaves his wife 
and children in his village nOlDe to which he returns every 
year for a few months. Even when he is accompanied by 
his family he pays occasional visits to hiij native place. 
The approach of the monsoon is accompanied by a move­
ment of laboures from industrial centres to villages where 
their assistance is needed for agricultural operations. The 
consequence of this agricultural connection is tltat industrial 
centres in India depend upon a fluctuating labour population. 

In Western countries industrial centres depend lor the 
supply of, labour upon. a resident popUlation either of the 
town or tbe suburbs but in India a permanent class of 
factory operatives iR rare. In certain centres, as in' Cawn­
pore and Ahmedabad, a permanent class of industrial opera­
tives is growing up. But in centres like Bombay and 
Calcutta, the immigrant population forms the bulk of the 
labour supply. In Bombay the birth-places of 84 per cent. 
of the inbabi tants were outside the city.1 In the jute mills 
of Bengl\l 80 per cent. of labour are drawn from the neigh­
bOUl'ing provinces. In the mill towns adjoining Calcutta 
the:e is continually un excess of immigration- over emigra­
tion. The development of transportation facilities has rendered 
the labour force mobile and it is now easier than before to 
draw from distant districts and provinces, labour required 
for industries. In Bombay city over 70% of the factory 
population belong to the province. Ratnagiri district is the 
chief source of Bombay's Isbour supply. The density of 

I R_.- "'..,. IacIi .. F • ....., c-lDiaioa.lU07 • 
.. Th. &ru1Ja bobi.d ..,. ......... '" ..,. oc<i<l1l .. ro1 ......... of ,be 1."'"'7 __ 

,.\too -alld i' it a lNtab 01 primaI'J import&lk"e-ia lb.' .... ,real ma:ori'1 gf lhc.e 
o",pIo,od .... , .... '" .iIIa,e .. : ,..., ........ 1 iD __ a ..n ... apbrioaiDI • 
..,., ho", .iII04'1 l...t,ti .... o.J Ih., "toi ....... -'-'" willt ,be oil....... TIUa 
d ... DOl _-nl, woa. u ... 1Jae, ON all drs .. r.om OIIri<oU.oro1 oI_ ... _Bal 
",,,,,01' ............... 11 ooppliod ... hall< of ... _1I1_bli=W iDdlu&riaI ..... , ...... h_R._ 01 ..,. Roy" OoID"'i ......... lodi .. Lohoar. P. 111. 

I IloIDbaJ 0.-. Raporl, 1~. 
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population of this district is 694 per square mile and the 
people depend on a precarious crop.. The following table 
will give an idea·of the sources of Bombay's labour supply: 

Bombay city bom 10% 
Ratnagiri 41 % 
Satara 8% 

Poona 
Kolaba 
United Provinces 

7% 
5% 

11% 

The pressure of population on the soil in the United 
Provinces is so great that it compels increasing numbers 
to seek employment in the industrial regions of India as 
weavers in the cotton mills, artisans in the Engineering 

. works and dockyards, coachmen and coolies. "The com­

. petition of machine-made fabrics has adversely affected the 
-handloom industry of the United Provinces with the result 
that many' Julahs,' the hereditary weavers of Jaunpur, 
have migrated semi-permanently to the cotton mills." 1 

The rlistricts of the United Provinces from which Bombay 
mostly dra,ws labour are Jaunpur, Allahabad, Azamgarh, 
Lucknow, . Partabgarh, Rai Bareilly and Benares. The 
Punjab also supplies Bombay with w!lavers, mechanics and 
blacksmiths. . The remainder come ·largely from Daroda 
territory, Hyderabad and the C.entral Provinces. In 
Ahmedabad centre 60 per cent. of the population were 
actuaIly born in Ahmedabad. about 23 per cent. are immi­
grants from other parts of India, the remainder coming from 
adjacent districts and from Bombay States and Agencies. 
In Sholapur 64 per cent. of the population were actually 
born in Sholapur itself and only 27 per cent. came from 
outside the province. 

The United Provinces do not support a large industrial 
population. These provinces are not dependent on outside 
provinces for the supply of their indu~triallabour. There is also 
no immigration of labour from the neighbouriog provinces 

J 110 ..... Ba ... Labour ... d _iDB in Bomba" p. 18. 
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into Madras. The province being mainly agricultural sends. 
its surplus agricultural population to the neighbouring 
provinces. In the Census of 1921 no. less than 1,731,000 
Madrasis were enumerated in other parts of India or in 
countries beyond India. As Dr. Broughton says, I( The 
large numbers of landless agricultural labourers form a 
mobile force with a low standard of living. It competes 
OD easy terms with local labour outside the pl·ovince." I 
There is very little imported labour in the Punjab. Over 
80 per cent. of those employed in factories either belong 
to the district ill which they are working or have come 
from adjacent parts. Among the immigrants the largest 
number come from the United Provinces and they are 
to be found principally in the railway workshops or in 
the cotton spinning and weaving industries. 

No industrial Province in India is more dependent on 
neigbbouring provinces for its labour supply as Bengal; 
Of tbe skilled labour emyloyed in the various industries Of 
Benp;nl 39 per cent. and of tbe unskilled labour approxi­
mately 30 per cent. are local. In 1906 Mr. Foley reported 
that 29 years earlier nil the hands in jute mills were Bengalili 
but at the date of the report two-thirds of them were 
immigrants.' In 1916 a census taken by the. managing 
agents of seVE'n mills in Garulia, Bhadreswar and Titaghur 
showed that the Bengali workers formed only 10 per cent.. 
of the tctallnbour force.' It is significant thai there were 
350,000 more immigrants in 1911 than in 1901, in Calcutta; 
the 2-l-Perl{8nas, Howrah, and Hoogbly. In the 24-Per­
ganas. the number of immigrants bad increased by 176,000 
or 80 per ceni. during tbe same period.' Unskilled labour 

, JInIQah ..... ~r ill IDdi&. 
t lleport DO Loboor Suppll ill JleDtIaI. 
I Bepon .I. ... Iodiaa IDdIlOlriU (JcwnmMoion. p. lL 

• ni4, p.lL 
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is drawn largely from the provinces of Behar and the P .P. 
which supply 17 and lit per cent., rE!spectively. Of the 
skilled labour, the D.P. contribute 20 per cent. while the 
proportion of skilled and unskilled labour that comes from 
Madras is equal being only 2'3 per cent.' 

In the industrial organisation of India caste principally 
determines the occupation and the social status of a man. 
In the rural areas the rigidity of the caste system stilI to a 
large extent determines the social framework. But the 
growth of capitalistio industries has largely broken down 
the barriers of castes. The long period of apprenticeship 
to Illarn a hereditary craft is no longer necessary for employ. 
ment in factories. Machine production demands labour of 
general intelligence and an operative can pick up the work 
of attending to machinery in the course of a few months. 
The consequence has been that factories have thrown open 
the avenues of employment to all classes of people whether 
they had any training in the craft or not. A reference to 
the castes of labourers employed in the cotton mills of 
Bombay shows that they belong ·primarily to the class 
known as untouchables or the depressed class. The 
Marathas, Dheds and Mahars, Csamars and Mochis are 
mostly employed in mills. Amongst the Mohamedans 
Sheiks and Julahs find employment in mills; In the 
United Provinces the principal castes tbat seek employment 
are the Chamars, Koris, Abirs, Kurmis, Doshads and Lohars. 
The Mussalmans are usually found in the textile industry as 
weavers. Some of these castes belong to the old artisan 
classes who have to some extent been absorbed in the new 
industries, but the bulk of the labourers have been drawn 
from the agricultural class. 

In the mining industry of Bengal and Bihar and in the 
tea gardens, labour is drawn principally from primitive 

1 0eDIaa Bepod. Vol. V. Po. n. 
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aboriginal tribes while factQry employment attracts settled 
population. The mining labourers in India combine wQrl\: in 
mines with agrioultural work. They come t<l mines for a 
certain number of days each month and spend the remain­
der of their time in agricultural work. Where it has been 
found possible to give the labourers plots of land for oulti­
vation they settie in the mining area. But the bulk of the 
labour force in the mines constantly ohange. 

The migratory habits of industrial labour in India raise 
important questions relating to their 

1or1E::r:.~[ migra. standard of living, efficienoy and housin~ 
conditions. The frequent change of the 

personnel of the labour force brings in its train two import­
ant direct consequenccs. In the first place it affects greatly 
the composition of the labour force. In Western countries 
the male and female are almost equally employed in factor­
ies and there is also a large demand for the labour of 
children, though the proportion might differ in different 
industries. But, in India the percentage of women and 
children to the total factory population is considerably less. 
Women form about one quarter of the daily average workers 
in jute mills' and about one· fifth in cotton mills. In 
Bombay the disparity of sexes in industrial towua iB a 
direct consequence of migratory habita. The BOCial condi­
tions amidst whic~ the Indians live iD villages render it 
diffioult for them in many cases to bring ilieir womenfolk 
wiili them to the factories. H is only the lower classes that 
do Dot observe the purda" system iliat bring ilieir wives 
with iliem. The Madrasia and Biharia are usually accom­
panied by their women, but the Oriyas and B4:ngalis will 
not under any circumstances bring ilieir liomen wiili iliem. 
Amongst ilie Mohamedans who observe a strict purda" system 
the proportion of women is stiD less. This disparity of 
sexes is an important cause of ilia frequent change of 
labour force. And it is in no small degree responsible 
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forthe i=oral habits which we notice amongst the factory 
operatives.' 

Another incidental difficulty of the employment of migra­
tory labour arises out of the intermittent supply of labour. 
The mill-owners' general complaint is that they have to 
einploy a larger number of operat.ives than they would have 
done if the supply of labour had been constant. 'l'he 
percentage of absenteeism in the attendance of labour in the 
mills of Bombay has been estimated by Mr. Engles, Chief 
Inspector of Factories, at about 20 p. c. of the regular stafT 
and this figure rises considerably in the summer months. 
This absenteeism is however partly to be accounted for by 
the fact that the labourers seek to relieve the strain involved 
in continuous labour in unfavourable climatic conditions by 
temporary migration to villages. Thus, in Cawnpore and 
Delhi it Is a Common experience that in the summer it is 
difficult for the mill authorities to keep the full strength 
of labour supply. 

A very important characteristic of the labour supply in 
the mills is that amongst the adult operatives a large 
majority are below forty. It is asserted by the factory 
operatives that the strain involved in the work is so great as 
to preclude the employment of older people. Men and women 
in the prime of their life are employed in factories. The 
explanation of the mill authorities that industriallabourel'8 

° 1 The nomber of 'fOlQ8D per 1,000 males ill the more im.POriaD' iDcfuII,ri ... citiM, 
in 19!11 ODd 1931. w .... foil ..... :-

Calcutta and Sobnrbo 

Bomb." 

1tanebi 

1921 1981 19!11 1681 

500 

624 

629 

667 

475 

698 

Delhi 

Ahmed.bad 

Nagpur 

Sbolapur 

lfadr .. 

6711 

768 

664 

89f 

Id 

87. 
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after they have accumulated a fortune settle permanently 
in villages and do not come back to factories for work is 
hardly borne out by facts. It is a myth to suppose that the 
labourers save a sufficient amount from their scanty wages 
to enable them to settle permanently on their lands. 

'fhese considerations relating to the supply of labollf 
Effioio.o07 oll.bour. bring to the forefront the question of the 

efficiency of Indian labour. The Indian 
Industrial Commission pointed out "Iodian labour in Of­
ganised industries is much less efficient than the correspond­
ing classes of labour in Western countries j and there is 
evidence to show that in many cases it does not produce 
as cheaply as Western labour, inspite of its lower wages." 1 

Sir Stanley Reed holdp that" The chief consequences of the 
incessant migration, are a low standard of technical effi­
ciency, an absence of reRponsibility arising from the 
treatment of factory labour as a disagreeable necessity. t 

The miIIowners in India declare emphatically that the oper­
atives in India are extremely inefficient. Mr. Johnson, an 
industrialist of Cawnpore, remarked: .. The greatest disabi­
lity which affects Indian industries is the poor quality of 
Indian labour. A power-loom weaver in Lancashire works 
single-handed from four to six looms and will turn out from 
each loom an average of 78 Ibs. of coarse cloth in a week of 
fifty-five working hours or 468 lbs. in all for a six-loom 
worker. A power loom weaver in Northern India looks 
after as a rule only one loom and can turn out at the besl 
70 lba. The difference is due entirely to the quality of 
labour.· The factory commission of 1907, holds the same 
view. "At the present time," says the Commission, "accord­
ing to the very careful calculations made by Mr. Simpson 

1 Roport 01 Ibo Incli .. lodutrial Oommiooioll. Po I'll. 
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of Messrs. Binny and Company, Madras, a cotton mill 
in Madras with 3,500 ring spindles, 80 looms, average count 
16 working 67 hours a week would employ 2,622 opera­
tives all told. Whereas for a similar mill in Lancashire 
working 54i hours a week, the total number of hands 
required would be 982, which works out a proportion of 
2'62 Indian hands to 1 English hand." 1 Mr. Ainscough, 
British Trade Commissioner in India expresses himself on this 
question as follows: "I am informed that in Cawnpore nine 
men are still required to work a pair of mules of 800 
spindles, whereas, it is said, only three would be necessary in 
a Lancashire mill. A Lancashire weaver usually minds [our 
looms by himself or six with the assistance of a boy or 
girl, whereas in India about 50 per cent. of the weavers will 
only mind one loom, and in no case has any weaver been 
known to attend to more than two looms.'" " My own 
opinion," says the writer furLher, "is that before the warL 
taking all factors into consideration, Indian labour was iD 
most cases, despite its low wages, less economical than 
British labour, and in addition the quality of labour was 
undoubtedly poorer.'" This is the general view about the 
efficiency of Indian labour and it is. pointed out that the 
effectiveness of labour is so low thai'the advantage of lower 
wages is counteracted by smaller prodnctivity and higher 
costs. Any comparison between the efficiency of labour 
in one country with that of another is, of course, often 
vibated by the fact that the conditions of employment are 
by no means the same. But, even when we assume equal 
conditions, there may be still differences which cannot be 
eqnalised_ There is no doubt about the fact that climatic 
conditions contribute to a great extent to this difference in 
efficiency. The tropical climate is unsuitable for strenuous 

1 Bopon 01. u.. lDdiu FooIarJ eo.mj ...... of11107. 
• "j~. B.pod .. u.. Coaclitiau aDd PraopocIo .. British Tnde ia lDcIia M 
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and continuous work and' the operatives are inclined to 
spread their work over longer hours so as to avoid the 
effects of fatigue. The inferior physique of the operatives 
in a tropical country which is to be attributed to climate is 
another cause which contributes to inefficiency. Apart 
from differences in efficiency due to the climatic factor 
there is still a considerable margin which requires explana­
tion. Conditions of employment so far as they relate 
to raw materials and machinery, may cause wide divergen­
ces in the efficiency of labour. 

The cotton mill operatives of Bombay as early as 1884 
pointed out in a petition that their low output was due in a 
large measure to the bad raw material Bnd old and antiquated 
machinery which they had to use in their work. Breakages 
of yarns in the processes of spinning and weaving were so 
frequent on account of the poor quality of the raw material 
that their work was largely interrupted. One of the reasons 
for the movement of labour from an old to a new factory is 
alleged to be better machinuy. Therefore, in comparing the 
relative efficiency of Indian Dnd British labour thE'se condi­
tions must be taken into IIccount berore expressing a definite 
opiuion upon the effici('Il('Y of Indian labour. Tht're are, 
howe,·er. certain factors which apply to Indian labour as a 
class and which are responsible for a considerable degree of 
the inefficiE'ncy complained of. It has been mentioned thai 
frequent changes of the labour force are a direct cause of 
inefficiency. Even in mill work an operative cannot oMain 
efficiency unless he has \vorked for a fairly long lime and 
has got himself accustomed to factory processes. factory life 
and factory discipline. Efficiency can be obtained by a perma­
nent corps of labour force which have lakE'n up factory work 
as the sole means of their livelihood and have imbibed the 
iraditions of work which can be transmitted to tbeir children.' 

I TIoo R>JOI eooam;- ...... iu Lab_ ....... _ • .- _ ..... .. 
TIIo7 .......... Iloo dis_ ....... -_ .... ~., ...... _Il00 
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The low standard of comfort of the Indian operatives is 
regarded as another contributory cause of inefficiency. 
The Indian Industrial Commission point out that ~{A11 

authorities who are qualified to speak on the subject agree 
that Indian Labour is content with a very low standard of 
comfort." I It is asserted by the employers of labour 
that if wages are just sufficient to secure the labourers their 
requisite standard of living, they will work less even if their 
earning power increase~. It is a frequent complaint made 
by the coal industry that the increased rate of earnings is 
invariably followed by a smaller number of working days. 
In Bombay, it was stated by many witnesses before the 
Industrial Commission that in 1917 after a ten per cent. 
increase in the wages of the operatives there was an actual 
falling off in the output.' It has been urged generally that 

point of vie. of eJlicienC7 bot 'ha .. emphasised \he f.cI; &hat the mainien_ 01 
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an improvement in the standard of living is urgently called 
for if we have to expect greater efficiency of the operatives. 
The standard of.living of a class of people ca~ be raised. if 
their outlook of life can be broadened, and if there is a 
better appreciation of the social opportunities open to them. 
This change in the outlook of the labourers can be brought 
about through education and moral teaching. The great 
mass of Indian labour is generally illiterate. The percentage 
of people that are recorded as literate according to the 

• 
census standard is barely 7 per cent. It has been pointed 
out that machinery demands labour of general intelligence 
and this intelligence can be increased by means of educa­
tion only. The operatives very often find it difficult 
to follow the instructions of the European foremen and 
a considerable part of the difficulty in industrial manage­
ment would have heen remedied if the employers had been 
supplied with intelligent labour. Apart from the develop­
ment of general intelligence there is an urgent need for the 
.improvement of technically trained labour who may he 
employed in supervision or high-grade. work. The problem 
of the improvement of lahour ultimately hingea largely on 
the problem of affording suitable types of educatiol).. 

Considerable emphasis has been laid on this point by the 
Industrial Commission. .. Looking forward as ",e do to a 
very grea~ industrial expansion in the immediate future, we 
think that the present arrangements for the training of 
artisans are totally inadequate, and that it is essential that 
steps should be taken as early as possible to provide a much 
better training for many more boys." 1 It is doubtful, if 
sufficient inducements in the way of pay are held out to 
men to become really first class artisans. Any means of 
raising the self-respect and social status of the artisan. will 
benefit in the long run, will benefit tbe employer no ~ 

1 ~ 01. .... IHiP IaoJaom".~""" p. 1'19. 
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than thil employed. Public opinion in' India has heen 
largely aroused to the supreme need of making the facilities 
for education available to the operatives. It was often 
thought that the provision of facilities for education is a part 
of the duty of the employers to their labour force but no 
industrial country has imposed -this responsibility upon the 
employers alone. Education is a social necessity and it ill 
now regarded as the duty of the society to see to the uplift of 
its members. During the las~ decade legislation has been 
passed, notably in Bombay and Bengal, to make primary 
education compulsory within municipal limits. Financial 
difficulties of the post-war period have prevented the attain­
ment of any appreciable progress in this division. 

co· No industrial edifice can be permanent, which is 
built on such unsound foundations as 
those afforded by Indian labour under 

its present conditions." This remark is made by the 
IndiBn IIidustrial Commission in connection with the 
conditions under which the Indian operatives are housed. 
In the industrial centres of India nothing is cheaper than 
human. material and nothing dearer than sani tary conditions 
of Jiving. The growth of industrial towns in India has 
heen accompanied by similar overcrowding and congestion 
as was found in western countries in the early stages of their 
industrialisation. During recent years the population of 
the importan~ industrial towns of India has increased at an 
unexampled rate, as will be seen from the following table: 

Pop'Jialioa Pereeotaage of Noolpe_ 
;a 'fuilll.ioo. per IQ. mile 

1921. 1911·192L 18'12-1911 in 19i1. 

Calcutta with suburbs 1,827,547 4'8 21,412 
Bombay 1,175,914 20'1 82-5 48.996 
Ahmedabad - F,2'14,OO7 17'7 118'2 24,909 
Cawnpore 216,436 21'S 71'9 22,620 
Nagpur 145,193 43'2 7111 7,2~9 

Sholapur 119,581 94'9 128'9 7,0881 
Amri~.ar 160,218 .'\1 ~'5 16,02\ . 
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The increasing number· of people in industrial towns 
·has· made the problem of housing serious enough to 
attract the attention of the sociologists. It is true that the 
degree of acuteness of the problem is not the same every­
where, but it is a problem of considerable importance 
upon whose solution depends the healthy growth of the 
industrial life of the country. The conditions under which 
the bulk of the industrial popUlation live are beyond 
description. In the rural areas from which the labouriDg 
population is drawn, the environment, though different from 
what obtains in the town, is adapted to the soc:ial tradition 
nnd conception of life of the workers. Though the nature 
of dwellings in which the workers are· accustomed to live 
in villages is oot superior to that provided in towns yet, in 
maDY respects, the houses provided for the workers fail to 
satisfy their social needs. The high cost of land in towns 
compels ~he lsndlords to get the maximum economic return 
out of it. In many cases these landlords are the sard!.l'll 
or rer.fuiting IIgents of the mills who buy or take on lease 
land from the proprietors and build cutcha houSl's on it in 
rows or blocks with a small verandah. The interior of such 
houses is damp, ill-lighted and ill-ventilated. In many cases 
there ill no other entrance for the admission of light and air 
except the door. Food is cooked either in the verandah or 
in the room where the operatives live. There is no privacy 
of family life in such surroundings. The husband, wife 
and elderly children and often the aged parents live in the 
same room and a IICreeD hung in the centre of the room 
provides an apology for privacy. I noticed at GoaUooly 
aud Khalllsipara in ('.awnpore a state of things which would 
shock the sense of decency of average men. Godowns have 
been converSed into resideutial dwellings without any 
regard for the conditions of health and comfort. n is 
notorious that in some of the houses goats and chickens 
are found accommodated in the same room with UIO 
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labourers. The sanitary conditions of the dwelIings of work­
men defy description. Dirt and . filth are allowed to accu~ 
mulate in heaps and the approacbes to such quarters are 
nauseating. Of all the places, the conditions prevalent in 
Bombay are most appalling and in recent years attempts 
have been made to remedy the difficulties of housing in 
tbat place. In Bombay not only the textile operatives but 
dock and godown labourers, employees of the railway and 
public bodies, and cooly Jabour generally Ii ve under precisely 
the same conditions, The majority of the working classes 
in Bombey are honsed in chawls or buildings let in separate 
tenements. The cbawl consists of a two, three or four-storeyed 
buildingwitb single-room units either placed back to back 
or sep~rated by' a mrrow gully two or three feet wide 
usually traversed by. an open drain. The rooms, especially 
those on 'the ground tloor, are often pitch dark and possess, 
:as a Tule, one window' 2 ft. by 3ft. which is closed by the 
occupiers i~ their desire to secure privacy. The ground 
floors are usually damp owing to an insufficient plinth, 
.the courtyards between the buildings are undesirably narrow 
and therefore receive insufficient sun and air. Dwelling 
houses originally built for one fam,ily have been extended 
or cOnverted into tenements. The approaches to the chawla 
abound with dirt' and filth. Household .refuse and even 

. human excreta are thrown from the windows of the upper," 
floors on the street and into the compounds. The compound 
and the approaches to the chawls during the monSOQn 
season are veritable q uagmired with pools of wat-er. The 
chawls have common bathing places used by both sexes. In 

. the bathing places not only do the tenants take their baths, 
but they also wash their clothes and nt-ensils and collect 
water for drinking and cooking purposes. The Industrial 
Commission pointed out that the chawls of the worst type 
did not consitute more than ten per cent. of the whole 
although many of the remainder were distioctly iosanitary. 



INDUSTRIAL LABOUR 

The extent' of overcrowding ill the teueinents ·provided 
for the workers is appalling. Ip. ~ombay 

'O .. ~rowdi.«. 66 per cent. of the total population live in 
single-roomed tenements. "Of the working 

classes about 97 per cent. are housed, in single rooms, and 
the average number of persons per room is 4'03. .It is also 
found that a single room is ,occupied by several families. 

, According to the ~ensus of 192 L there wllre in Bombay no 
less than-135 'instances in which a single room was occupied 

,by 6 families or more. It is pointed' out by the Industrial 
Commission that the labouring population" of India seldom 
regard the payment of rent, as a part of their normal 
expenditure and they very often reduce the IIhare of rent by 

,'taking in lodgers or boarders. The percentage, of persOlls 
living in rooms occupied by 6 to 9 and 10 to 19 persons is 
21n and 10'S respectively. 

In Cawnpore 64 per cent. of the' population occupy one­
roomed tenements. In Ooaltooly and I{halasipara, the two 
important labour quarters of CawnpOre. the extent 'of 
overcrowding is beyond description.' The average number 

, of persons in a single room exCeeds '5. In' Ahmedabad 
conditions are better than those in Bombay. the average 
number both of one-roomed tenements and occupants per 
room being less. In the jute mill areas of Bengal. the 
bulk of the labouring population are boused in busties or 
dwellings specially constructed for the purpose of housing 
these people. The degree of overcrowding in these busties 
bas not been ascertained by any inquiry. but the impression 
on personal investigation is that they Ire llso overcrowded. 
The houses occupied by the Ooriyas are densely congrsted 
because they try as best as they can to et'Onomise tbeir 
exponditure on this account. "Dr. Curjil, in her investigation 
into the conditions of woman labour in Bengal. observed: 
It The average number supposed to occupy a one-roomed 
bouse was four adults but mlnllgers said they had on 
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,occasion found as many as eleven to sixteen persons 
:occupying one room." 1 One of the effects of this terrible 

overcrowding in insanitary dwellings has 
Iululil. mortal~y. been an appalling infantile mortality. The 

rates of infantile mortality in the slum 
areas of Bombay and Calcutta are 760 and 700 per 1,000 

,births.lIn 1920 it was found in Bombay that the average 
'rates of infantile mortality in one-roomed and two-roomed 
'tenements were 63'11 and 30'40 respectively.' About 
infantile mortality in the Jute Mill areas of Bengal Dr. 
Curjil writes: " Owing to the fluctuating character of much 
of the labour employed in jute mills there are no records 
obtainable from which the number of children born to 
women workers during one. year might be calculated. 

'Individual inquiries among 132 women workers showed 
that 102 had had among them 338 children born alive. 139 of 

. whom had been born while the mother was actually engaged 
in industrial work and of these children 91 were alive to 

. date.'" It is evident that tbe death rate among infants 
.. born while the mother is engaged in mill work is high, even 

in comparison with the known high death rate among 
infants in and around Calcutta. 

The need for suitable hOWling accommodation for the 
labouring class has been recognised in 

bY!';':!;!. ....... ged recent years by enlightened employen and 
public opinion has also been aroused to 

,he gravity of this problem. It is appreciated by many 
employen that the future of Indian industries rests largely 
OD a happy, contented and stable labour force. Among the 
factors that will determine the location of mills and factories 
in future, the adequacy of housing accommodation lor 
the lahonren must be kept in the forefront if some of 

• 
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the evils of industrialism are to be avoided. Where 
land is chpap such as the mill areas of Bengal anlt 
Ahmedabad, the employers have tried to provide accommo~ 
dation for their labour force. It is believed that about one 
third of the imported labour in Bengal is housed by the 
employers. Great difficulty is, however, experienced in 
some CBses in obtaining a clear title to the land and in 

. coming to terms with the numerous small interests held 
therein by various classes of indi vidual owners and tenants.' 
Housing of labour is not regarded by the employers as 
8 sound commercial proposition from the point of view 
of investment of capital, for houses a1'e let at a rate much 
below the economio rent. The rent charged by mill 
authorities for a one-roomed house varies from annaa 
eight to Re. 1 per month. .. Much of the housing which 
haa been e"reoted by mill authorities is not satisfactory from 
a sanitary standpoint. Some of the mills are continuing 
to erect linea of a bad nnd insanitary type, rooms being 
plaoed in a line back to back and with no proper arrangements 
for ventilation, the worst features being evident in houses 
whioh are double-storeyed." The inadequacy of latrine 
arrangementa which are provided at a considerable distance 
from the quarters is a frequent complaint made by the 
workers. In Cawnpore two of the large Europenn factories 
have provided their operatives with suitable accommod ... 
tioil in their labour settlement_Mac-Robertganj and 

I Be ..... of ". I .. Ii... lad .... rial Ooalwioaioo. p. ISS, Tbo In lioe Iadlll&rial 
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A-llenganj named after ~heir founders~ There are spacious 
Compounds and adequate arrangements for drainage and 
supply of water. There are two scbools-one for boys and 
the other lor girls in which education is free. There are 
hospit.rus within tbe compound and also play grounds 
fo'rLhe recreation of the .operatives. The rates of reni 
are-single room Rs. 2, double rooms Rs. 5-10-0 and 
Rs. 9-8-0 and in the latter case the rooms are of a better -
type with a courtyard and a latrine. The increased value of 
land during the war period has greatly prevented· the pro­
gress of housing by the mill authorities. 

b has been pointed out that nowhere is the problem 
of housing industrial labour so acute as in 

&m~' actirili .. in Bombay. The mills are mostly located in 
.. - the city and the large railway and en­

gineering workshops are also accommodated t~ere. The 
demand for housing became more pressing during 19U-1921 
when tberewas aJ;l increase of 40 per cent. in the number of 
textile operatives in Bombay city and island. The high 
cost of land prevents an employer, however enlightened he 
may be, to undertake the financial responsibility for the 
construction of workmens' . dwellings. Even where the 
mill authorities provided accommodation, there was DO 

gUarantee that the operatives would work in tbe mills that 
"Undertook the financial responsibility. The Industrial 
Commission recorded in their report that .. striking in­

.!>tances of this were brougbt to our notice in the case of 
t""O mills, where only 57 per cent. of persons using the 

-IIOC6mmodation provided by the mills worked in those 
mills. .. It has very often been urged that the responsibility 

_for the housing of industrial labour sbould devolve upon the 
-employers but against this there is the objection that in no 
country have employers been compelled by law to provi~e 
housing for their operatives. It is, further, pointed out that 
10 impose on individual concerns what must in many cases 
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be a heavy financial handicap, would be undes~rable an(l 
unjust. 

The growth of a large labouring population in Bombay 
during the last war when there was a boom in all industries 
made the problem of housing extremely difficult. The re­
sources of the local bodies were not adequate enougb to meet 
the situation. It was, therefore. thougbt imperative that 
Government should shoulder a portion of the responsibility. 
A Developmeo.t Board was formed and a big housing scheme 
was introduced in Bombay. The programme of the Deve­
lopment Board was to build 50,000 tenements by the end of 
1929. After some progress had been made in house-building 
the activities of the Board were curtailed as the cotton in­
dustry, the main industry of Bombay, was overtaken by an 
aoute depression. 

In the solution of the housing problem in India there 
has been a laok of co-operation between 

Lock or eo.operaLioll. the parties concerned. The efforts made 
by enlightened employers '0 provide housing accommodation 
for their operatives seem '0 have encouraged a tendency to() 
leave the whole problem to them. 'l.'he local authorities 
have paid little or no attention to this problem. It is 
recognised by the Royal Commission on Indian Labour that 
every provinoial Government should take the initiative by 
making a survey of ib urban and industrial areas to ascer­
tain the exact nature of the problem. Further, conferences 
may be arranged to give effect to any practicable scheme 
tha\ may be put forward by the Governmen'. Government 
should also be prepared to subsidise housing schemes ad­
vanced by employers. Thus unless there is a co-ordination 
between the Government, the employers and the general 
publio, the housing problem will remain unsolved and 
many of the evils of industrialism will be perpetuated. 

The wages of labourers in the mills were lK't responsive 
B ~=N;"'. to economio changes in the latter pan of 

2t 
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the nineteenth centnry. Reliable records regarding the 
earnings of labour in this period are lacking. In a 
memorandum supplied to the Royal Commission on Labour 
in 1892 we find the following statement; .. Fluctuations 
of wages in India are little or none ; the rate has been 
practically stationary for the last thirty years and in the 
North-Western Provinces is stated to be slowly but steadily 
rising." In a note by Mr. N. A. Moos the average rates of 
wages in the textile industry were given as follows ;-

Hs. Rs. 
Male 12 Children 5 
Female 9 Jobbers 50 

He added in his note .. carrying thus our retrospect to so far 
back as two or three decades, we cannot help being struck 
with the all along sameness of wages in the textile trade." 
Between 1873 to 1892 the index number of food prices rose 
48 p. c., though the general index number for the whole of 
the selected articles showed an increase of only 2 p.c. 

H is to be clearly inferred from this that the economic 
condition of the workers in textile trade deteriorated during. 
this period. But the question was a comparative one. The· 
wages offered by the mill industry were higher tlian other 
iudustries, particularly agriculture and hence there was a 
continued stream of labour from other industries to the 
textile industry. Since the nineties, however, rural wages 
began to rise more than industrial wages. .. The rise in the 
wages of induslriallabour has not also been as large as in 
the case of rural labour. Nominal wages have increased in 
every case, but the rise has not in all cases been as great as 
in prices. In some cases mouey wages notwithstanding an 
increase, are not now sufficient, to buy the same quantity of 
commodities as before .. J In the current century the in-. 
crease obtained by the 'employees in jute, cotton, wool and 
leather factories was satisfactory. In these industries the 

'. JIepad l1li .. I!DquiJ7 iaIo &be Bioo vi Pri<eo iD lDdia, ....... 41&. 
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labourers obtained an increase in wages varying between 41 
to 47 p,c, and the increase in price was 32 p,c, in the quin­
quennium of 1905-1909, 

Thereafter, however. the increase in wages did not keep 
pace with the increase in the cost of living in the case of all 
industrial labourers. During the war, however, the increase 
in prices was accompanied by such an acute distress that 
the employers were compelled to grant higher wages. The 
following table indicates the movements of wages during 
1914-1922 in some selected industries: 

Carders 
Spinners 
Winnen 
Beamen 
Weavers 

I.CI IDd .. "" (wMkl1 wage.) 
191& 1999 

Be. Be. 
2 2'9 
8'45 
8'6 

"7 
6'66 

Colton IDduHrJ (CaWUponl) 

BI.wiDe .. Card Boom Mul.Boom 'l'hrooll. Boom W .. >iDgBoom 

~ ! i 
Ra. Ra. 110, 

191' 
1921 
Find wage 

8IIl'IIera 

7'72 U 5 

inoluding 18 \0... 12 
bonUI, 19 

! R ! 
a e R 
~ ~ '" ~ 

a e :a ... :; U ~ <> 
Ra. B .. Ra. Ra. Ra. Ra. Bs. BI, Ra. 

9"2 ... 5'6 ""25 ••• "8 8"06 "6 "6 

19 \0 .. ,lUo 1Ho ... 12 \0 17 \0 ... 12 to 
26 I' 20 I' 27 1. 

It will appear from the above tables 1hat in the jute 
industry the wages of some classes of labour nearly doubled 
and in other classes the increase was more than 50 p.c. In 
the cotton industry 1he increase in wages was greater than 
in the jute industry. In 1he Bombay cotton ,mill industry 
an inquiry conducted by 1he Bureau of Labour showed that 
1he average daily earnings of those men wbo worked full_ 
time were Re.1-5-6. Nearly 90 p.e. earned between 12 annas 
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to Rs. 2-4 per diem. The average monthly earnings were 
Rs. 34-15-2 which showed an increase of 90 p.c. on the 
corresponding figure for May, 1914. The cost of living of 
the working classes in Bombay increased 67 p.c. and it 
is therefore to be inferred that the economic condition of 
the labourers improved substantially after the war.l 

The Royal Commission on Indian Labour came to the 
Bame conclusion. They observe in the report: II In 1920 
and 1921 there was a general rise in wages ; prices reached 
their highest point in the autumn of 1920, and the general 
tendency thereafter was downwards, so that by 1923 the 
works were generally better off than before the war. Since 
then prices have fallen substantially; there have been some 
reductions of wages, but there has been no general fall in 
wages commensurate with that of prices, and the general level 
of wages for industrial workers is probably higher at the 
moment than at any previous period." I Statistics of wages 
in India' are imperfect and the only reliable figures are 
those supplied by the Bombay Labour offi~.. These figures 
relate to 1926 and were poblished i~ 1930. They indicate 
the earnings of the operatives in the three important 
industrial centres of the Presidency of Bombay: 

Workl!'r. who worlfed. 

Cent .... 
Average m( n thly withou, aD1 .bteDce. 

Graul!. e8miagB of all 
worker&. 

" age. Average moatbJyeuoiDg •. 

Bs ••• P. BI. £. P. 

Men Bombay 8710 II 53 44 8 6 
Ahmedabad ... 56 88 4 0 
Sholapur 28 15 6 31 26 10 II 

Women Bombay 1712 4 83 20 4 6 
Ahmedabad ... 56 21 1 6 
Sbolapur \I 15 T 25 11 6 7 

Children Abmedabad ... 70 9 4 6 
Sholapur 5 10 4 86 61810 

I AD Eaqail']' iDte W"ll" OIli Hooro of Labour. Bombay. p. 510. 
I Bepon of tho BoyaI CommiaaiDD COl Iadlan Loboar. p. 196. 
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The Jute Mills Association furnished the following state-
ment of wages to the Royal Commission on Indian Labour 
and the figures relate to the year 1929 wben the mills were 
working 60 hOUfS per week but since then the mills have 
reduced their working hours: -

Multiple Sbift. SiDgle Sbi' .. 
4-dll1 .... k• &..I07 .... It. 

Be. •• P. Ra. A. P • Be. I. p. 

Backing weaving 8 II 9 9 S 0 9 8 0 

Hessian weaving II 15 0 7 4 9 8 4 8 

BackiDB wiodiog 4 9 6 II 1 8 II 12 0 

Heasian windiog 4 8 7 II 6 0 15 12 0 

Backing apianinB II 9 6 8 4 9 4 2 0 

HeaaiBII apioning . a 0 a a 14 0 4 2 0 

Batohing II 12 9' a 9 9 4 15 8 

The e&rnings of the operatives indicate that their 
etand&rd of living caunot but be extremely poor. An en-
quiry into the family budgets of· the workers inSholapur 
and Ahmedabad discloses that over 82%' of the income are 
spent on food, fuel. lighting, clothing and house-rent in 
Sholapur and 85% in Ahmedabad. In addition, there I are bigger occasional expenditures which are unavoidable. 
There is, thus, little margin available which the worker can 
spend either for recreation or for improving efficiency. 

One hiiportant factor which affects the economic condi­
tion of the labourers is their indebtedness. There are no 
reliable data reg&rding the extent of their indebtedness. Bnt 
in Bombay it waa shown by Mr. Findlay Shirras that no 
less than .7 p.c. of the families were in debt to the extent 
of two to three months' earnings.' ., Interesl on debts 

... EDq";" i .... w ...... B_d r....-. &....,.,._ 
• 
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sbows an average expenditure of nearly 3 p.c. of tbe· total 
montbly expenditure. 

Tbis beavy burden of indebtedness seriously impairs the 
efficiency of tbe industrial operatives of tbe country. Tbere 
is little incentive to extra exertion if tbe increased earnings 
pass on to tbe pockets of tbe money-lenders. Tbe problem 
witb whicb we are confronted is how to eradicate this evil 
of indebtedness. With regard to the causes of these debts 
it is pointed out that the debts of the industrial worker 
are mainly due to extravagant expenses owing to 
marriage. Births and deaths in tbe family and 
unemployment due to sickness also account for indebted­
ness. In addition, tbe habit of indulging in intoxicating 
drugs is no less responsible for debts. The problem 
of indebtedness of the workers does not present an easy 
solution. Too often the labourers are Coerced to incur debts 
by social pressure and unless they are educated, it would 
be beyond t,beir capacity to throw off the influence of 
C)ustom. . Nor does legislation offer any easy solution for it. 
It is common knowledge that the Usurious Loans Act of 
1918 has proved ineffective. It is often suggested thai 
Co-operative Credit Societies which. are relieving the 
.agriculturists of the burden of high interest rates might .!>6 
utilised to deal with the indebtedness of the industrial 
workers. But the main difficulty that stands in the way of 
:establishing co-operative credit societies is that the workers 
are unsettled, drifting from mill to mill or from one centre 
to another. Tbe Royal CommisRion on Indi::.n Labour 
-suggest that steps should be taken by which the realisation 
. of debts from the workers should be difficult. If their 
credit is reduced, the money-lenders would hesitate to invest 

I .. Tbm ia • geDeral agreement .. to &be maiD fad .Dd we .18 .. limed &hd 
the majoritJ 01 indutri&l worte.. am iD debt lor lbe greater pa" '" ibeir worlWlg 
liftS...... ... n iI eeliimaiied U1al in __ iadUlbial CIeD' ..... the prGPOnioa of familiM 
III: indiridual. wbo am in debt ia .'" I ... iboo 1_1birdo 0I1bo wbole.·· Dopa" 01 
.... lIo7 .. Oommi..n. OD IodiaD t.boar, ;. lI94. 

• 
• 
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their funds in loans to workers. The steps suggesied by 
them are that the salaries and wages of the workers up to· 
Rs. 800 should not be attached by courts nor should they 
be imprisoned for debts. But these measures are not likely 
t? remedy the hardships of those workers whose earnings 
hardly cover their necessary expenditure. 

But the most important reform that is needed at the 
present moment is that there should not he a great delay 
in the payment of wages. The prevalence of a monthly. 
period of payment is not in the best interest of the em­
ployees and there should be a general adoption of the system 
of weekly payments and legistation should be undertaken 
to enforce this system without any delay. 

Before the war trade unions hardly existed in India. 
The memorandum submitted to the Royal 
Commission on Labour in 1892 recorded 

It No labour problems of a serious nature have ye~ arisen be­
tween employers and employed, consequently, with the excep­
~ion of the Mill Hands Association, Bombay, no association 
of operatives for the purpose of dealing with trade disputes 
has been established." I As regards this Association ille 
memorandum added "it is quite in its infancy and the 
men have still Buch an inherited dread of and respect 
for their employers that the oombination is a~ present 
weak." 

Trade unionism is a very recent development in· the 
industrial organisation of India. The severe eoonomic 
distresa due to the high range of prices towards ille close 
of ille war gave rise to oonsiderable industrial unresi in 
India. This industrial unrest brougM into existence a large 
number of organisations among UJe workers in the di.tferen~ 
indusmal centres of ille. oountry_ These organisations 
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havQ been chiefly formedby sympathetio and philanthropie 
politicians, lawyers and persons unconnected with industry,. 

It was, however, quite natural that in the early stage 
of the movement it should be guided by outsiders who were 
in sympathy with the aspirations of labour as hardly 5 p.c. 
of the labouring force are educated. The main object of 
tIiese organisations has been to obtain increased wages 
from the employers. The origin of these organisations, 
in the majority of cases, is to. be traced to strikes that 
occurred since 1920. Many unions disappeared upon the 
achievement of their object, viz., the increase of wages •. 
The Industrial Di1!putes Committee of Bombay described 
these organisations as "little more than strike committee:J, 
consisting of a few officers and perhaps a few paying 
members." But there are five unions among the textile 
workers that show some vitality and promise to develop 
into permanent organisations. The most important among 
them is the Bombay Textile Labour Union while each 
of the remaining four is called the Gimi Kamgar 
Mahamandal (Mill Workers' Association). The objects ot 
all the Mahamandals are stated to be the following: 

(1) To promote friendly feeling and to foster a spirit of 
brotherhood and co-operation among the workmen in, 
Bombay; 

(2). to promote friendly and harmonious relations be­
tween the workmen and their employers; 

(3) io endesvour to improve the conditions of work in 
the mills; 

(i) to improve the coodition of workmen by initiating 
schemes of benefil insurance, provident funds, co-operative 
credit society and medical relief ; 

(5) io maintain funds for the relief of members when 
sjck or in distress, 
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These objects are laudable in themselves but the unions up 
till now have' handled nothing but the wages question. 

All unions have printed rules for their guidance but these 
are not strictly adhered to. Thus the Cawnpore Mazdur 
Sabha or Labour Union bas a by-law," That there shall 
be DO strike in any mills without the sanction of the Sabha, 
and unless 75 p.c. of the workmen of the mills concerned 
agree to vote, at a meeting specially convened for the 
purpose;" but this rule has been violated on several occa­
sions. The Secretary of the Employers' Association at 
Cawnpore observed: II Since February, 1920, when it was 
agreed that there should be no strike without notice or 'en­
quiry. the workmen of some of the mills went out on strike 
without any notice and without even consulting the Sabha. 
Since then for several months strike followed strike and in each 
one there was indicated either the utter impotence of the 
Sabha or the strong partisanship of its leaders with the mal­
contents regardless of facts and the actual merits of the case. 
rt was not able to enforce discipline among its members." I 

As a consequence of lack of discipline among members, 
the IADployers are reluctant to recognise unions. But it is 
worthy of note that the beginning of trade union movement 
was fraught ",ith difficulties in every country that succeeded 
to place the movement on a sound footing and it is not sur­
prising that mistakea are committed in the initial stage. 
With the spread of education and the growth of a sense of 
solidarity and responsibility among the workers the trade 
union movement is bound to form an important feature of 
tile industrial life of t.he country. The organised labour in 
Bonlbay tluctuu.led considerably during 192~ and 1926 as 
the following table shows : 

1922 11l2S 
119,000 98.600 

1924 1926 
98,500 Sl,W 

19'J6 
59,5« 
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. In Ahmedabad there are five separate unions of cotton mill 
workers. They are the weavers' union, the winders' union 
the throstle union, the carders' union, the drivers', oilmen's 
and firemens' union. The total membership of these unions 
was in 1925-13,300. In Bengal a Jute Workers' Union 
has been established at Bhatpara. There are also other 
unions among the jute workers but these appear when a 
strike is to be organised.' 

There are no data available regarding the total Dumber 
of members who have been organised in the whole of India 
but as the movement is in its infancy the proportion of 
union labour to the total labour employed in industries must· 
be insignificant.' Much headway will have to be made 
before the trade ~nions can occupy an important place in the 
economic organisation of the country. 

1 R. N. Gilchrist, Pro" Shario, uuI Co-panoerahip. po 2611. .. h lIeDs'! 
duriog the I •• t IDDr Y'." (199().UJ24) 73 lahDDr orgaoiaa~ .. re lormed but lIMo 
_,obip i. qcile pn>blemat.ieal." 

• At lIMo ODd of 1929. 111 uoioDt elaimiug lIl8,OOO membe .. bad beau regiatered 
under &he Trade ODin Ad; of $bee 38 with 90.000 member were IP"stared in 
Bombay P"",ideocy. TIle AIIlJ:di. Trade Uoioa COug.... bad .lIiliateJ 10 it i. 
n_mbe •• 19-39. 51 ... i .. o "aimioR 19!1,~ memba ... Vi". Ilepod at she Boyo1 
CommiuiCID 011 IDdiao z.'"oa.r. p. 3!Da 



CHAPTER VII 

LABOUR LEGISLATION DURING 1881-1911 

1:he development of large-scale industries in India gave 
.. "d" rise to a demand for humanising the con-
..... odem ID altrlll 

and 'he nud lor zegu. ditions of employment of labour. In 
1.Uou of l.bour : 

countries that have passed through· 
industrial revolution, legislation had to be undertaken to 
deal with the abuses that resulted from an unrestricted 
employment of all classes of labour. The introduction of 
machinery in industries led to a great demand for· the 
employment of children and women, for their labour was 
cheaper than that of adult males. The capitalist employers 
to reduce their cost of production competed with one another 
for the labour of women and children. Not merely was the 
employment of these classes of labour the special feature of 
the rising modem industries, but the long hours of labour 
became a standing disgrace from a humanitarian point of 
view. The work for 13 or 14 hours a day in heated, iII­
ventilated and uncongenial surroundings imposed such a 
strain upon the pllysique of the operatives that they were 
prematurely used up. The life and the limb of the worker 
·were exposed to the risks of acciden ts and there was an utter 
disregard of huma~ lives in manufacturing industries. 

In the beginning of the nineteenth century the humani­
torians of Great Britain began to insist on legislative inter­
ference to improve the conditions of employment in factories. 
"But, It'gislalive interference with the freedom of disposal of 
labour aud capital was contrary to the accepted economic 
pbilnsophy of the time. n was apprehended that inter­
ference with the employmt'nt of labour would stifle the 
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growth of new industries, would drive away capital from the 
country and would defeat the object of the humanitarians by 
creating unemployment and encouraging idIeness. These 
apprehensions proved groundless and by the middle of the 
nineteenth century a complete code was drawn up to regu­
late the employment of children and women in factories. 
The regulation of adult male labour did not find a place in 
the statute book for they have all along been treated aslree 
agents. This class of labour has found in trade union 
organisation an agency to improve its conditions of employ­
ment.: The limitation of the hours of employment of adult 
male labour is a matter of bargain between the trade 
unions and the employers. 

The problems with which Great Britain was confronted 
also manifested themselves in a greater or less degree in 
countries that began to adopt the British industrial 
methods. 

In In4iaL it was in the latter half of the nineteenth cen­
., f h tury, that the capitalistic industries began 

BeglDDlng 0 t 8 
Factory Legislatwo in to develop. The two industries that 
India. showed signs of i~dustrial revolution were 
the cotton and jute. But,. it was the cotton industry that 
particularly attracted the attention of the public in the seven­
ties with regard to the abuses that crept into it in the matter 
of employment of women and children. In 1871, it was 
Miss Carpenter, an English philaBthropist, who nrst invited 
the attention of the Secretary of State for India to the condi­
tion of Indian factories and urged tbe intervention of 
Government oil behalf of the workers. But the question of 
legislative regulation of labour was not taken up till 1874. 
In the Administration R-eport of the Cotton Department, 
Bombay, for the year 1872-73, Major Moore, the Inspeotol'­
in-Chief, gave an account of the condi tion of local mills. In 
that report he observed that .. The poorer classes derived 
great benefit from the mills, but that the advantage carried 
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with it a corresponding and serious disadvantage. The 
hours of labour were not limited by any Government regula· 
tion ; the working day was unduly long; the nature of the 
work was fatiguing ; whilst women and children were large· 
ly employed and generally without any periodical day of 
rest like Sunday. The physical wear and tear of the 
employed must therefore be considerable and that it was 
useless to expect that greater consideration would be shown 
to the female and juvenile hands by the millowner in the 
country than had been accorded towards the same class at 
home in tbe early years of the Industrial Revolution." 1 

About tbe same time Mr. Alexander Redgrave, H. M.'s 
Inspector of Factories, in bis report for 1874 observed: •• We 
see a cotton industry springing up in India, extending with 
rapid strides, and it behoves us to enquire whether that 
industry is carried 00 upon tbe old lines of cotto!) manufac­
ture here, aod if it is so carried on as is the common report, 
by factories working fourteen hour~ a day, it is well that 
legislature should step in while the industry is, so to 
spaak, in its infancy and by wise and moderate regulations 
stop the growth of habits of long hours and of the employ­
ment of cbild labour," 

These reports made the subject of factory labour in 
India a matter for public concern, But 

AsilalioD teA LoDe.. th b . t . • f tb ti ..... _ e umanl arlan aspec. 0 . e ques· on 
was coloured shortly by the tariff contro­

versy of 1875 which centred mainly round cotton duties. As 
a result of this controversy, the cotton industry began to 
loom large before the public and the whole commercial 
atmosphere was surcharged with bitterness and jealousy. 
The British public apprehending a loss of the Indian market 
begun to preaa for bringing about an equalisation in the 
conditions of production in the t~ countries. 



198 Evor,UTlON of INDIAN INDUSTRIES 

00 the 8th February, 1875, Mr. Anderson (member for 
Glasgow) asked tbe Under-Secretary of State for India" if he 
is aware that an extensive factory system is growing up in 
India without any Government supervision for tbe protection 
and health of tbe women and children employed; whether 
his attention has been drawn to statements tbat tbese 
women and children are systematically worked for sixteen 
hours a day-and in many cases even including Sundays; and 
wbetlier tbe Indian Government will adopt some such 

· legislation as we have in this country for the prevention of 
such evils before they attain greater proportions." In reply 
to this question the Under-Secretary of State for India 
observed that representations had been received on· tbe 
subject which was engaging tbe attention oBhe Secretary 
·of State. 

As a consequence of discussions in the House of Commons 
on this question, the Secretary of State for India drew the 
attention of, the Bombay Government to the grave abuses 
existing in the cotton textile mills, and the first Commission 
to enquire into and report on factory labour was appointed 

'on the 23rd March, 1875. After tbe appointment of this 
Commission, the Earl ofSbaftesbury, father of factory 
reform in Great Britain, took up the case of Indian Factory 

· Legislation in the House of Lords on the 30th July, 1875. 
rn .the course of the debate on this question he observed 
that there were two issues which should be faced. "We 
wish while the system is yet young, to save India from all 
the difficulties and complications to which we have been 

· subject to England. Secondly, there was ~ commercial view 
wbich could not be ignored. We must bear in mind that 
India has the raw material and cheap labour, and if we 
allow the manufactUrers tbere to work tbeir operatives 
sixteen or seventeen houl!! and put tbem under no restric­
tions, we are giving them a very unfair advantage over the 
manufacturers of our own country, and we might be under-
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sold, even in Manchester itself, by manufactured goods from' 
the East." 

Whatever might be the motive which is attribute~ to 
Lancashire. there is no doubt that there was a genuine need 
for reform and if this reform was accelerated by the agita­
tion of Lancashire, India has reason to be grateful to 
Lancashire at least in this respect. The Indian workers 
were illiterate and could not voice their grievances hut the 
factory owners looked upon this agitation 8S a great con­
spiracy for stifling the growth of a new industry. It is 
worthy of note that these apprehensions proved groundless 
as the subsequent history showed but, on the other hand, 
the protection afforded to labourers was .a real boon to the 
industry. 

The Commission appointed by the Government of 
Bombay was asked to enquire into and 

Poelor, Commiaoion report on the present condi tion and """te.m of 1871. -J- . 

of work in the factories in Bombay and 
ita vicinity with a view to determining whether any legis­
lation was necessary for the regulation of the hours of 
labour. specially in the case of women. young persona and 
ohildren. for the protedion of labourers against accidents. 
for the proper ventilation and sanitation of the factories and 
generally for improving the conditions of the work-people 
employed. The evidence submitted before this Commission 
disclosed the existence of abuses in regard to the employ­
ment of women and children but the members of the Com­
mission were not unanimous in their recommendations. The 
majority held that the abuses complllilled of, were not 
serious enough to be deah with by legislation. Tbe factory 
people were as 1& body in many respecls quite as well if not 
betler off than most persons in tbe same position of life, 
who were not employed in factories. The official members 
and the medical advisers recommended the enactment of a 
simple law regulating the hours of employment of childrea 



200 EVOLUTION OF INDIAN INDUSTRIES 

and. requiring that machinery should be properly fenced. 
The minority suggested that children should not be em­
ployed under eight years of age and that children from eight 
to fourteen years should not work more than eight hours 
dail.l' and that the hours of labour should not exceed twelve 
a day including one hour of rest, which could be given either 
at one time or at different tilDes during the day, accord. 
iog to convenience. That all factories should be closed 
one day in seven and that good drinking water should be 
provided in every factory. The Government of India 
accepted some of thrse iecommendations but rejected others 
as being too advanced for the country. In 1879 the 
first Factories BiIl was introduced in the Legislative 

Council. The Hon'ble Mr. Colvin, in 
AcI ~ f~~ Faclol')' introducing the biIl, observed: "It is clear. 

however, that as regards employment of 
children and the protection of machinery there was room 
for abust's ; '. that these in sOlDe places already existed and 
that there was good reason to apprehend their increase with 
increased competition. It ",as show)) also that Bombay 
was not the only province in which legislation was required, 
and that the evils described were making their appearance 
under other Governments. A good case was th.erefore 
shown to exist for the enactment of a regulating measure," I 
The bill was a modest measure and was designed to provide 
only for the two objects of affording security to life and 
limb from accident, and of protecting children and young 
persons who had not attained an age at which they could 
be considered free agents. Further, the bill was framed as 
a permissive mea.ure which oould be put in force by Local 
Governments when the occasion arose. The bill raised hvo 
questions of principle :-whether there was any justifies. 

Go •• , .... Gen.,..)·. L. c. Proceeding •• 187~lhe Speecb ollbe Hoo'ble Mr. 
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tion for legislative interference with the employment of 
labour at a time when the industries of India were just 
developing and whether an Act of this type, if it be per"'; 
missive, could not be used with discrimination .against II 

particular province. Indian public opinion was not at tbis. 
time sufficiently developed to pronounce a reasoned. verdict" 
on the question of legislative inteference with child labour. 
Maharaja Sir Jatindramoban Tagore, who' voiced Indian 
opinion, pointed out that "Bengal Government and 
intelligent public opinion here held· that such a measure 
was not only unnecessary but that it would be positively 
injurious. European capital and European energy were 
being gradually drawn into this country to its Uo.mense 
advantage, and any uncalled for legislative intervention 
between labour and capital was, it was believed, Bure 
to operate as a check in that direction, and that 
such a result could Dot but be considered as a mis­
fortune to the country:' I Strong objections were 
raised against the " permissive .. character of the bill. The 
Hon'ble Mr. Grant, in the course of his speech, observed: 
.. The term C permissive' had a very seductive sound. 
conveying a Bense of fair dealing and adaptation to local 
circumstnnces which gained for it much popular Cavour. 
But, it must not be forgotten that permission to some meant 
additional restrictions to others, and in no case could it be 
right to permit wbat the law declared to be wrong.'" The 
Select Committee on the bill disapproved of the C permissive' 
character of the bill and amended it as an· all-India 
compulsory measure. The Bombay Millownera' Association 
obsened : "The bill, as originally proposed, would have been 
a grave injustice to the Bombay factories. which would have 
been placed under a serious, if not ruinous, disability in 

I _o-l'aOluaciI Pr !inp,I881,,.1Il. 
• lW. ,.101. 

26 
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their competition with other places in India, into which it 
was apparently the intention of the Local Governments not 
to introduce the proposed law." As regards the other 
provisions, the original bill allowed young persons to be 
employed for eight hours and children for only six, the last 
Damed provision being in accordance with the English law. 
The Select Committee did away with this distinction and 
recommended the employment of children between the age 
of 8 and 14 years for 9 hours a day. The reasons advanced 
by the Hon'ble Mr. Colvin for extending the time of 
employment of children were far from cogent. He observed : 
" In the first place, it was beyond question that factory 
labour in India was not so.severe or continuous as at home. 
Then, at home a child who worked in a mill for six hours 
was obliged by law also to attend school for three hours of 
the day and he was therefore employed in one shape or 
another for nine hours outol the twenty-four. In this 
country supposing that children' were not employed for more 
than six hours, it could hardly be, in the existing state of 
education, that they would attend any school. II they were 
not allowed to remain in the factory, they would either be 
turned out to abaolule idleness or to seek for manual labour 
elsewhere. ... 1 To recommend 9 hours' labour for young 
children was nothing bllt cruelty and it was provided simply 
to satisfy vested interests. The apprehension that children 
after six hours' work would be engaged elsewhere was 
iIIu~ory. l'h6 bill as passed by the Legislative Council in 
1881 fixed the minimum age of employment at 7 years and 

, children were defined as persons between the 8g~S of 7, and 
12 whose hours of employment were fixed at 9 houl"l!o 
Children were to be given one hour's rest every working 
day and four holidays every month. It was provided thd 
the Local Governments could at their discretion appoint 

I 6<1 ...... GeDeral·. CoIIIICiJ P_diag., 1881. p. 1111. 
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inspectors but in default of" such an appointment' the 
Magistrate of the district would, in virtue of his office, be 
the Inspector in his diRtrict. Machinery was to be properly 
fenced and certain classes of factories such as indigo, tea 
and coffee fa.ctories were exempted from the provisions of 
the Act. The Act was made applicable to factories employ­
ing not less than 100 persons simultaneously. This was the 
first Factory Act in India. Though modest in its aims it 
established the principle of legislative interference with 
the unrestricted employment of labour in factories. 

After this Act had been in force for some time the 
Bombay Government began to press that 

of l~r~1o 01 'be A., protection afforded to children by the Act 
was inadequate. There were very serious 

abuses especially in smaller factories employing less than 
100 persons. The Act did not afford any protection to 
women who required it as much as children. They 
therefore pleaded for special powers to pass a separate 
legislation for Bombay. Meantime in 1881a Mr. King, one 
of His Majesty's Inspectors of Factories, was deputed by the 
Secretary of State fllr India to enquire into the working of 
the Indian Factory Act of 1881. Mr. King in his report 
pointed out that the Indian Act did not provide for any sanitary 
regulations which were insisted on by the British Act. U 
was urged that II The .ondition of the factory is rellected 
in the condition of the work-people. When the one is well 
ordered. healthy and cheerful. the people are the same ; 
wben the one is neglected by the master. dirty and 
ill-arranged. the people are almost sure to be morally and 
socially inrerior. and carry the in8uenC8 of the factory into 
their homes.'" The S,witary Commissioner of Bombay 
s~ted: II That the condition of the mills in India was 
generally far from being as bad as he had been led to~pect. 
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but he nevertheless was of opinion that some better 
arrangements were required for ventilation and latrine 
accommodation." The analogy between the Indian and the 
British law disclosed bow inadequate was the protection 
afforded to t1.e operatives. It was pointed out that 
in England children between 10 and 14, young persons 
between .14 and 18 and women were protected but in the 
Indian Act children between 7. and 12 were protected 
and that very inadequately. These criticisms necessitated: 
fuller information 011 the employment of labour if there 
was to be further advance in the matter. The consequence 
was' that the Government of Bombay appointed another 
Commission in 1884. 

The Commission of 1884 deprecated any special legisla-
The Commission of tion for Bombay. They saw no valid 

lBil'. reason as to why the trade of Bombay 
should be handicapped and subjected to most unfair competi­
tion. F.urther, the Act of 1881 did not provide any safe­
guard agaiI\st overwork. "If the law has hitherto been 
obeyed, such is ascribable more to. willingness on the part of 
tbe owners than to tbe effect of supervision. We may 
however 'conscientiously Jla1, that we fear tbat many chil­
dreI\ are worked full time." 1 .,In Great Britain to enforce 
tbe law against overwork it was found absolutely necessary 
not merely to fix a maximum period of labour but also 
maximum limits within wbich sucb period might be taken. 
n was pointed out by the Commission tbat women were 
very often overworked. They could be worked as long 88 

Ilien or from sunrise to sunset, i.e., 111 bours a day or 80t 
bours in a week in tLe cold weather and 14 bours a day or 
98 hours a week in the hot weather, and if an artiliciallight 
was used they might be worked day and night for days conse­
cutively and that "such excesaive labour is exacted in the 

1 Bepar& of the Bomba,y FocIor7 CommiuioD, lSS4, p. 10. 
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small ginning and press factories of Kbande~b, is di~tinctly 
proved by tbe evidence before us." Mr. R. F. Wadia in bis 
evidence before this Commission observed: II In . busy' 
seasons, i.e., in Marcb and April, the' gins and presses some· 
times work both night and day with balf' an bour's rest 
in tbe evening. The same set continue working day and· 
night for about eight days." I Tbe Commission thus·mnde 
out a case for furtber legislative interference. 'I.'heir recom­
mendations were as follows :-

(1) Provi~ions corresponding with tbose contained intbe 
English Factory Act should be embodied in the Indian 
Factory Act to ensure thnt factories ore maintained in' a', 
satisraotory sanitary condition. 

(2) No ohild of less than nine years of age sbould be 
employed in a faotory aod no cbild should be employed for' 
more than nine bours in the 24, tbe working bours bein~ 
from 7 A.M. till 5 P.M., one bour being allowed for meals o.r 
rest. In tbe oase of a child baving some educational qualifi­
cation, the age of admission to a faotory may be eight. 

(8) No milliiand sbould be regarded as ~ adult u~ti1 the 
age of U. An exception t{) tbis rule should be permitted in 
tbe onse of persoos who had satisfied a certain educational 
test and suoh' persons may be treated as adults at the age 
of 18. 

(4) No womah should be employed in a faotory for more 
than 11 hours in the 24 and women's working hours sbould 
be from 6 A.lI. tiII 6 P.lI. with an hour's interval for res' 
and meals. 

(5) Sunday should be,a holiday for women and children. 
Provision was made in the Ad of 1881 for wanting four 
holidays t{) children in the month. Tbe C.ommission advo­
cated the extension of the law to women. .. On an average," 

1 lW.p. ta, 
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they pointed out, "only 15 holidays are given throughout 
the year in Indiallfactories. In England besides) 0 holidays 
there are 52 Sundays and 52 half Saturdays making a total 
olsS days ~ltogether." 1 

(6) .\11 factories in which not less than 10 women or 
children are employed, in which steam, water or mechanical 
power is used or where manual labour is exercised, should be 
brought under the operation of the Factory Act irrespecti ve 
of the total number of hands employed or the number of days· 
in ~he year ~uring which the factory is worked. 

The Government of Bombay reviewing these recommen- . 
datione expressed the opinion that it was very desirable that 
the minimum age at which children should be empioyed, 
should be raised from seven to nine years and that children 
should not be actually worked for more than nine hours in 
the twenty~four. But they were unable to perceive the 
advisability of the adoption of the suggestion that a child who 
fuJfi11ed a cer~ain educational test, should be allowed to 
commen.ce work a year earlier. The objection in India to 
the employment in factories of very young .children was based 
on physical and not on educational grounds 'and that constant 
and protracted work in warm and often imperfectly ventilated 
buildings must exercise a prejudicial effect on immature chil­
dren, stunting their growth and checking the development p~ . 
their physical powers. The G.overnor in Council was disposed 
to render the Act applicable to all factories or places where 
either 10 women or children were employed or 20 persons in 
all were employed whether partly women or children or all 

. 1 Mr. S. S. l'eDgalee and Dr. Blaody p_ \0 mab Sood., • hol!day 'or all 
operative •. They mE.arked : N Thoae who are DD'cqu&inted wi,h &he ..... iD. detaiN of 
tenile Iadoria ill Bombay. hot &Ie ioumate with ,he __ ioduolrJ in Boslaod oro 
lial!l!> \0 ootertaio tho opioion tha' by prohibiuOS tho employmeol of womo. and cbiJ. 

drea·.oa SUDd.y. lactorieo coaId 001. work and 'h .... l .... odolt mol ....... d ~ 
be uoawiclablJ beoelitecl. B., 10 tbink IC would be .... b 'or ,he .....,.0&0,. ." 
_ploy"""" ." odolt ..... in loaIiiIe ._rieo i.I CODaidorabl, bieber thaD in G_ 

Brit-in." 
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. male adults. Indeed, legislation would seem to be more im­
pcra.ti vely needed in the case of small factories owned by 
petty capitalists and worked so as to secure a profit without 
any consideration for the life and health of the misera.bly 
paid employel's than it was ill the instance of larger mills. l . 

In 1888 Mr. Smitll and Mr. Jamel! Macleou called 

Renewed intere.' atteDtioD to the hours of labour in Indian 
of L ..... bi". factories and the absence of any provision 
in the Factory Act rendering a certaiu number of holidays 
compulsory. They enquired whether the Secretary of State 
for India would consider tbe l'xpediency of recommending to 
the Government of India the desirability of applying the 
English Factory Act to Indio. The Secretary of State for 
India in his despatch, dated the 8rd May, 1888, clilled for 
information on the working of the Indian l!'octories Act and 
on the system of factory inspeotion by Magistrates. It was 
urged in tile same despatch that Mr. Jones, a former InspeC­
tor of Factories in Bombay, had alJegl'd long hours of work 
and few holillays in Bombay factories, occasional witllholding 
of wages from labourers, the incompetency of mill managers, 
the dangerous character of many mills, the inadequate fenoing 
of machinery, and tile ill-ventilated and filthy state of many 
workrooms. On the 5th November, 1888, the Manchester 
Chamber of Commerce passed the following resolution: 
.. That in view of the excessive hours of labour now worked 
in the cotton mills of British India this Chamber recommends 
that the provision$ of the BriLi<b Fllctnry Acts. so far as they 
rein to to the emp\oyml.'nt of women, yOllng per,ons nnd chil­
dren, should be extl.'ndl'd to lind include the textile factories 
of IUllia.;' The Mllt\flIS Ilhamber of Commerce expreiSed 

. tbl.'ir disapproval of the assl'rtion by Manchester, of & chUm 
to bave the labour of this country reguilited by .be 
labour in rivalry whh it elsewhere. They observed: .. The 

. 
1 _..- of tho o-..a.e .. , of ~ .. I .. II""" of tho P..-, 

C-........ oflse&. 
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alleged desire 'to lift up the- poor people of India and to 
.improve the.ir condition' has so little to do with the 
demand for justice for the Indian operatives, that it may 
be eliminated from the consideration OD the subject; 
whereas' dictates of jealousy' the wish 'not so much to 

benefit a class in India' as to recover the China-market, 
'self-interest' the discovery that 'competition in India 
was too severe' the interest of Lancashire trade and not 
the intere~ts of hum:mity to which allusion was made at 
-,he meeting unddr n:)tice, lDay be reasonably supposed to 
.. have exerted some influence on the snpporters of the 
motion." 1 The Chamber did not deprecate legislation on 
,the subject but submitted that it should be guidl'd not by 
_ the desire to procure unirormity with similar legislation in 
. England bnt by an enlightened perception of what would be 
conduci!e to the welfare of thill country, irrespective of the 
demands of competing interests. The Government of India 
in their letter., dated the 5th March, 1889, expre~3ed the 
opinion that the English Factory Acts were !napplicable to 
the present conditions of labour in Indian factories. They 
held th:l.t the work of the operative in India was far more 
desultory and les~ exhausting than tbat of an operative in 
.England and that provisions which were rendered necessary 
by the exacting nature of labour in English mills were Dot 
demande:l in the interests of the Indian operatives who 
would indeed, be prejudicially affected by them, while they 
would impose a nee.lle~ and uncalled for obstacle to the de~el­
op:nent of industries in India. The Government of India 
howe~er agreed generally with the recommendations of the 

-Bombay Commission except that they considercdthat holi­
days for women were unnecessary. In regard to the inspec.­
tion of factorie~ they endorsed the opinions of the Local 
Governments and administration which declared that the 
system under which the work of inspection was undertaken 

I JWp:d OD Ibe ~ ollbe Iadia. ,......., Ac&. Ut9II, p_ !II. 
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by the Magistrate of the district was on the whole satisfac­
tory. In the same year on the 24th October, the Bombay 
cotton mill operatives submitted a memorial to the Governor 
General in which among other grievances they preased (1) 
that all mill bands be allowed one complete day of rest 
every Sunday; (2) that half an hour's recess be allowed 
them at noon every working day ; (3) that work in mills 
should commenoe at Ii-3D A.M. and cease at sunset. They 
Celt the pernicious effects of the long hours of work and 
wanted the mil\owners to realise that the loss to them from 
overtakinll the energies of their servants hy the unnatural 
system of incessant work for nearly 14 hours a day was far 
grenter than they were aware of. 

The Government of India drafted a hill to amend the 
Factory Act of 1881 in the light of the recommendations of the 
Bombay Foctor, Commission but this draft bill did not satisfy 
the British publio who wanted greater restrictions upon the 
employment of children and women. The Blackburn and 
Distriot Incorporated Chamber, in their letter to the Secre­
tory of State for India, dated the 6th February, 1890, pointed 
-out the great discrepancy between the proposed Indian Fac­
tory Act and the FRctery Acts ruling in England and prayed 
that the Act now before the Legislative Council might 
receive further and fuller consideration. A oompariBOn . 
between the English aud the Indian Law showed the follow­
ing state of things : 

Female 09.1' 18 
Male and "'male he'WeeD 

U and 18. 
Male and "'male beh,eo 

10 and 11. 
Mal. ad female he'_ 

9 and 10. 

27 

lobelia. 

8 ...... 

10 11 
10 Female 11 

Mal_ Umitatioo 
5 9 

9 



210 EVOLUTION OF INDIAN INDUSTRIES 

The Chamber urged that the draft bill permi~ted children 
between 9 and 12 years of age to work for 63 hours a week 
or for 6l hours longer than the adult factory hands in Eng­
land. In England children below the age of 10 years are 
not allowed. to work, and a child until he has reached the 
age of 14 is only allowed to work for halftime, i.e., 281-
hours. 

That the temperature in some parts of India where fac­
tories exist fiuctuates on hot days between 112 and 117 
degrees in the shade and must nearly be unbearable.in the 
factories when steam is admitted to create a vapour. Pro­
longed work particularly for women and children in this 
stifling atmosphere must prematurely impair their physical 
energies. The Chamber accused the Government of India 
of being unduly influenced by Indian millowners who 
desired an unfair field for competition with England. It is 
true that the interests of humanity demanded tbat women 
. and children who are a helpless lot in India, as elsewhere, 
-should be legitimately protected from overwork. But the 
motive· which induced interested parties in England to 

-influence legislation in India was far from being commend­
~ able. The alleged competition between Indian and Man­
chester cotton goods was ilIu Bory. At the time of the fisCal 
controversy during 1894-1896 Sir James Westland showed 

-tbat India produced only coarser fabrics and yarns whereas 
Manchester exported finer goods and yarns. Only 6 per cent. 
of the goods produced by India were on a competitive 
basis. . 

The attitude of the British public and the pressure of 
the Seoretary of. State compelled the Go\"emment of India 
to defer. the consideration of the bill for some time. 
Before proceeding with the bill, the Governor General in 
Council desired to ascertain by means of an pnquiry con­
ducted in the different centres of factory labour. the views'and 
requiremenLIl of the Indian operatives themselves as to'the 
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restrictions to be imposed upon their labour in factories. 
A Commission was appointed hy the Fact.ory Commitlion 

.11890. Government of India with the following 
terms of reference: 

(:) Is the limitation of the hours of work for women 
to 11 in anyone day proper and sufficient in view of the 
conditiolls under which factory labour is performed in 
India and do the female operatives desire that the day's 
work should be limited to this amonnt and if not to what 
amount 11 

(2) Should the law draw a distinction between young 
per~ons and adults? 

(8) Is the limitation of the hours of labour for children 
to 9 a day proper and sufficient? 

(4) Is any provision required for prescribing an allowance 
of holidays for male operatives? 

(5) Do the male operatives desire that a general working 
day, and i£ so o,f what length should be fixed by law 
except in cuses in which men work in shifts or sets and if 
this change is not desired by the operatives themselves, do 
the conditions undllf which they work demand that it should 
be adopted P 

Ueferring to the question of the limitation of the hours of 
work of women the Commission found that women were 
mainly employed in the cotton, jute and woollen industries. 
In the cotlon industry 80 per cent. of the women were 
employed in reeling and winding operations in which motive 
power was not used. In these operations the Commission 
K:lve -it as their opinion that as a rule they worked less 
thaD 11 hour$ and as piece workers they could and did take 
such :nttlrvals of rest during working hours as they liked for 
nCCt's:>ary purpose$.l [u the jute industry a larger ProportiOD 
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of women was employed with the moving machinery than in 
the cotton industry but they worked in shifts and the total 
number of hours in their case was usuaUy nine and never 
el\.ceeded ten. The limitation of the hours of labour to 11 
would inflict injury upon 20 per cent. of the female 
operatives who worked with moving machinery in the 
cotton industry. In the intere~ts of these 20 per cent. of the 
women labourers the Commission observed: .. If the hours of 
labour are limited to 11 for women 1V0rking with moving 
machinery, we are convinced that, without any exception" 
these operatives will be replaced by male adult operatives or 
half-time children." 1 The hours of work in factories 
were longer than 11 hours and if a restriction was imposed' 
upon the employment of female labour, the employers 
would dispense with such operatives. If, however, legisla­
tion was approved for the protection of women an exception 
should be made in the case of such female operati ves as worked 
with moving machinery. The Berlin International Con. 
ference adopted the rule that the actual' work of women 
should not exceed 11 hours a day and it should be broken by 
rests of a total duration of one and a hall hours at least. 
But exceptions were also permitted to this rule. The Com­
mission therefore observed: .. The Government of India in 
legislating for the first time Tor the protection of women 
would, in our opinion, be justified in not making the 
proposed redtriction too absolute ... • 

With regard to the age of'childem the law of 1881 was 
practically ineffective, as i. is impossible to gUeils with ac­
curacy the age of any child who may be over ten and under 
thirteen. The result of the law of 1881 was tbat hundreds 
of children between the ages of 9 and 12 were employed 
in India as full-timers doing 12, 13, and 14 hours' work 

1 Ibid, p. 6. 
I Ibid,7. 
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to the great detriment of their heaith. 'It was urged that 
administrath'e difficulty' would defeat· the creation ofa 
separate class of young persons, They, therefore, suggested 
the raising of the maximum age of children to 14 as they 
thought that boys and girls of 14 were physically well' 
able to do full-time work of the kind 'required of them in 
factories. 

As regards the hours of work, nine hours' work for 
children except under the shift system was deemed to be 
too long for Indian children. The limit of nine hours was 
found unsuitable and impracticable by millowners, They 
therefore proposed that in those mills which did not work 
on the Bengul Shift System, the half-time system would be 
tbe only solution of all the difficulties which surrounded the _ 
present question. The extreme half-time should be fixed at 
6f hours. With regard to the apprehension that if the 
half-time rule for children be adopted, children would work 
in one factory in the morning and in another factory in the 
afternoon, the Commission expressed the opinion that" If a 
half-time law for children was passed, 8nd the guardian 8S 
well as the employer Wl're made responsible for seeing thd it 
was not broken, we are confident thnt for every hundfed 
cases in which the law is now evadl'd, there would not be 
more than one case of a child found working in two factories 
on the 88me day. ".1 

Referring to holidays the Commission proposed tha\ 
provision should be made in the Act for securing to male 
adult operatives the same holidays as were recommended for 
Vo'omen and rhildren. The Committee of medical exper&s 
appointed by the Government of Bombay in 1884 reported 
that in the interests of tbe general health of the operativeS. 
it should beeompulsory to allow certain periods of rest in 
the day and a certain fixed number of holidays. say four per 
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month. The Indian operatives. were unanimous in demand­
ing the concession. As to restrictio~ on the employmento£ 
adult male labour the Commission were opposed to legisla­
~ive int~rference with the employment of male adult labou.t:. 
They held, "There is nothing in the conditions under which 
Indian operatives work which calls for Rny legislative reB:­
trictions as to the hours an adult male may choose. to work:. 
Nor can we conceive any conditions which can ever call for 
state interference in the matter." 1 

Following the recommendations of this Commission the 

F-~- A r 89 Act of 1881 was amended by the Act of 
. -wry '" 0 1 1. 
. 1891. This Act was a distinct advance 

upon the previo~s Act in the matter of safeguarding the 
in~rests of labour. Smaller factories were brough.t under 
regulation as it was provided that the Act would be appli­
cable to establishments wherein not less than 50 persons 
were employed. The hours of labour of women were limited 
to 11 and no woman should be employed before 5 o'clock in 
the morning and after 8 o'clock in the evening in .any 
factory in which a syst~m of employ~ent in shifts or sets 
approved by the local Inspector was not in force. 'fhe 
minimum age of employment of c~ildren was raised to 9 
and no child was to be employed in any factory betwee~ 
8. P .• M. and 5 A.M. and should Dot actually be employed ill 
any factory for more than Heven hours a day. The age at 
which full-time work could be exacted from children was 
fixed at 14. As regards the period of rest on working days 
.it was provided that every woman should be allowed-an hour 
and a half for every H hours' work and every child 
should be allowed an interval of rest for at least balf an 
hour for every six hours' work. Sunday was declared to be 
a general holiday for all operatives. The Act of 1891 
witnessed the close of the first chapter in the history of 

I Bepori "'Ibo Indioa Pactory c-miolioD. 1890. p. 14. 
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labour legislation in India.- Agitation, enquiry and discl!s­
sion over a period of fifteen years succeeded in raising the 
minimum age of employment of children to 9, in establish­
ing the principle of limitation of the labour of women and 
in securing a weekly rest day for all operativt's. 

The Act of 1891 satisfied Lancashire interests. But 
agitation shortly comm'nced from another 

Agitation of th. t R'th 't t' 1 d D •• d .. I •••• hctn .. ro quar Ilr. I erto, agl a Ion . cen re 
chiefly round the cotton industry but now 

the jute manufacturers began t~ express their dis~atisraction 
with the Indian Factory Act. During 1875 and 18911 the 
jute industry made considerable progress. At the same time 
tbe introduction of electric light in some of the factories 

· brought the question of night work to the forefront. Tbe 
Jute industry worked under a system of shifts and the laY" 
relating to the prohibition of night wOl'k of women was not 
made applicable to it. The Dundee Chamber of Commerce 
complained against the laxity of tbe Indian Factory Act 

• which permitted women and young persons to work 22 honrs 
under the shift system in the jute industry. The Bt;nglll 

· jute industry was. thliB. in unfair competition with the home 
industry and it was proper that II factories conducted by 
subjects of the Crown, and equally under the contol of 
Parliament whether in India or ilt home. sbould be subjed 
to similar conditioDs ; particularly. that they should not be 
allowed to employ women, young persons or children before 
six in the morning or after Bunset at night." 1 

The Bengal Chamber of Commerce in tbeir reply attri-
· buted this interft'rence of tbe Duudce Chamber to their 
complete ignorance of the working of the manufacturing 
industries in India and condemned the spiril wbicb dictated 
it. . II Putpoldly, II tbey observed, .. it is a claim tbat 
Parliament shall at any cost protect Dundee and similar 
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'in~niifactllril:\g centres against India and the development of 
'those industries which are beyond question indigenous to 
Inaia." 1 Colonel Meade King, Superintending Inspector 
of British Factories, joined issue with the Dundee Chamber 
and expressed the view that :" A comparison between the 

iworking hours of British and [ndian operatives discloses 
.. that some of our home man.ufacturers, especially in Dundee 
• and parts of Lancashire, are seve.rely handicapped in their 
"competition 'with manufacturers in India and it seems ques­
,tionablewhether the Bengal Chamber were quite justified 
'in resenting the claims of Dundee Chamber 80 emphatically 
'ssthey -have done on the ground of competition or jealousy." 
,'Correspondence ensued between t.l;le Secretary State of India 
'and the Government of lndia with regard to the administra­
tion'Of the Factory,Act and the employment of wc,men and 
young persons with the result that the Government of India 

appointed a COInmittee in 190G to enquire 
, Te.tile. Leboor specially into the conditions of labour in 
Com'lI1ttee or 1900. 

the textile industries. The terms of reCer-' 
'enee'io,the Committee were as Collows,:-

(1) • Whether, the working hours of adult ,malt's should 
,be,limited,'an,' whether thephy~iq1,l'e of the operatives 'is 
affected, by-long hourH.','.' ' , , , 

(2) Wbether,' before children are allowed to work in 
. factories, certificates of age and fitness should be required. 

(3) Wbcrther the minimum, age oCchildren , should he 
rllised 'beyond 9. 

(4) Whether:li the result of employment as adults, of 
persons between the ages. of ,twelve and fourteen, there h'as 
been physical deterioration requiring the creation by Jaw of 

: a special class of person,s known as young persons. 
(5) Whether a', separate staff of medical factory 'in­

spectors should be entertained . 

• 1 lbi4.p. 2S3 • 

• 



ThCl Committe. tOQlld Ula$ ~)le intr(ldl1C~ ot elllmric 
Ught ill IAdian milli. led to Il~sive 1J0Ul'll <If WQ1'ki"g. 
The lI1achinery pf certain lI1i11s wall in mqtion fmlll q ".lI, 
.to 9 f."" anq in othllr~ thll hours of fupnipg Wl:fll /t!~11 ""~ 
in busy times were generally increased. This WBII Uil! Pllrioi1 
. when China market waa Bctive lind IIlIlIlJ lIlill_ wQr1!e4 long 
b(lUlS to illorease $heir output. 'l'lul l3llmbll, Millownllrs' 
Associatwp failed to arrive ,t allY IIglWment regarding res­
trictioll of the hours of l"orking the lIlillll. Tlul Cpm~lt(~ 
expressed the OpillioB tbllt IInylbilli IIhort of Jtgililative ~ 
trictioll would !lot preveJlt the abllsell Ilf pnrworls Qf the 
adult mille operatives. They recolIIQlellded tbllt thlllloCtual 
period of the empl(lyment ot tJie adult lIla~(lPWltti~ should 
be lilIlited to l2 Jiours awl • IXIIDPUlliOfY relit for h.u al) hollJ' 
bl'tween 12 nqQl) IIlId ~ l.lI. 

They further reCOlIIlXleIldell $ha$ thillaw IIhoullJ reqqill' 
lhllt 110 child upder ~hll age pf U yeara • shllU ' be emploled 
in faotory upm he producell • oertili~te Ilf age trom thlI 
certifying factory S\l.rgeon. With regw to $lilt raising of 
the minimum age of children. tbe CQmmittee were re1qC~!Ul$ '0 raise the age. as educational facilities for IIChooJ .~ 
d,nC6 throughout lbe COUJltry were iIladequate. They appre­
hended two evils from the raising of the _ minimum age of 
children-either many of those ohildlllll would he employed 
in places 110~ under the Factor1 Ao, where &be ~diijon8 of 
!&hour were much worse or if llDemployed tbe1 would possibly 
be idling ill the bazaars iIlstead of eanUDg • SlDalI sum towarda 
the family expeDee&. The ago ~ which iullAime work is to 
be iaken should he raised to Ilixteen. Tb4I Committee 
deprecated l1igM employmep~ olwoJDell. Such empoIymeni 
would DO' ~J1 injure ~he health oflhe operatiye bui thai 
of her Mure olrsprinB. Tbele WIllII over 1,000 gimWlg millis 
in Iudia, in a large proportion of which lhe healUa of 'WOIDeD 

was being injured hI nighi work. Ii WIll also obeened 
thai in lhe Cl8II8 of nigM employment oI11OUl81l the home 

~ 
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:Woilld be"negiected,: and children 'would hil uneared' for. 
The Committee' therefore recommended ,the prohibition of 
night" work fur women. They also urged that serious 
attention should be paid ,to the homes and surroundings 'of 
;inilIhandli. ' . 
1.. ';:Iidhe"resolution in which tbe Government of India 
, ' 

,~. 6ominl.iioD· cit decided to' appoint the Textile' Factories 
1~B7:08. -...... 'Committee it was provided that should 
'theil"repOtt est~blish the exist~nee of abuses which required 
to bil'terru;ditld, a representative Commission would· be 
'appointed -to examine" ihe whole subject comprehensively 
It,ef6reariyradi~ai changes were made in the existing factory 
~~w:' . Th~' Committee was 'of opinion that several alterations 
'in-t41e:A-clh)f'~1891':were ,necessary., A Commissi~n wa~ 
therefore appointed in respect 'ot all factories in India to 
'ilivestig~ie: thequestio~s referred to-the Committee of 
:1906; :r'his' ~ommissioi:i made !In exhaustive enquiry into 
'the conditiqns~of-labour' not 'merely in textile'iaotories but 
1n ali lact&ries-. Their' 'rm"dings on the question of ex­
cessive . 'hourS were'.the same' as those mentioned by the 
tlommittee Of 1906; ,,' , . 
-:In 'Bomb~y 'in the mills. fitted .withelectric ligh~the 
., ';; ::.. ,.,. <··operatiVes worked' 1 A1 hours.' Iii 
r. Long hours of ,work.. ~ 
.. ' -' ':' ,'.. Ahmedabad 'in the 'longest 'day they 
w~rked 13i hours, The Millowners' Association in Bombay 
waS powerless to 'enforce their resolution in favour of.$ 12~ 
hour"day 'as against the individual members of the Associa­
troIij Their' difficulty: to enforce a twelve-hour day was 
arointuated by ,the- 'attit~de adopted by the employees in 
~evera-l mills when they found that a !-eduction in the work: 
iiig-hou~1i ledto:a corresponding diminution of the wages; 
Tile wea~er~ iD. the jute mills were invariably on duty for 

. r' _ _ 
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the full number of hours rluring which the mills worked, 

.i.e., from 5 A.M. to 8 P.lo{; In Delhi,the working, hours 
. were very long. In·the, cold season ,the miils actually 

worked 18, 131 or even 14 hours a day. In. seasonal facto­
ries" such as cotton ginning" the gins actually worked: for 
about 12 hours with one setol.handa and' ~4ho~s:with a 

"double shift. In' some cases the gins ,worked :up' ,to 15 
hours and in 'rare caHes up to'l& hours with one set of 
hands. Whether these excessive hours of work' caused . .. -

physical deterioration, thq Commission" were unable to give 
an unhesitating and clear verdict. ,The medical evidence 00 

the subject was conflicting, as it was not 'possible to trace the 
'. ' ..... 

lite-history of a large number of operatives. ' But Dr. Nair, 
one of the members of the' Commission, observed: ,"Inten~e . . . , 

and ,concentrated labour in a cotton millior,13 or 14,hours, 
, " 

'day after day, is beyond the physical endurance of ordinary 
human beings. In all our' inspe~tions "of mill operativ~s, 
I noticed' that there were very few men over 40 to be seen. 
The reason of the early retirement of the Indian, mill opera­
tive is his physical breakdown which unfits him for ~y 
further mill work." 1 ' , • , 

The law relating to half an hoW"s i11terval in,the mi~t . . ,. .... .. 
of the day was not observed in the case of 

Kidd·7............ ' , 
-....I. the jute mills so "far as the weavers were 
concerned. It 'was hot also observed in the cotton mills in 
Calcutta and also in seasonal factories. . ". 

In the United Provinces. the Punjab. Southern· Madras 
and in the cotton mills of Ben§!al. children were habitually 
worked' during' the whole running hours of the factories in 
pure disregard of the law.' In the jute mills the proportiOn 
of undersge children employed S8 half-timers amounted ".~ 
80 or '0 per cent. of the total half-timer staff. • ,In ':WO 

I Dr. Nair, )lin". d~D-'" P. lIP. 
, II ........ IM.~ o-rjeine.190741,p, 18. 
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Hall-timeno worked 
.. full-tilDen. 

mill!! in Bombay 18 per cent. of the half­
timeril worked as full-timers. The Com-
mission therefore observed: H The employ­

IntltJ.t tlf tihildrell on full time, and the working of underage 
tlhildten are the most serious abuses regarding child labour 
whleh WI! have discovered." 1 

The mOst hnportl1nt question which the Commission had 
to decide was, whether it was desirable 

ti~I.!t~ ":.": to restrict the houl's of labour of adult 
I.baar. Inale operatives. To the principle of the 
legislative testtictiotl of the bours of adult male labour; the 
VomMislliob pointed out that, in the first place, it was a 
.. ptinciple of doubtful validity" and it had commanded 
iltc!eptance ill \'ery few toutttries. Secondly the direct 
limitation of the 'WOrking hours i>f the adults 'WOuld impo&e 

, btl lI.U fMtones lI. testTictiOI1 wbich was found 'lJ he required 
'nbiy lit teittlle factories. Tbirdly, there were Btrongprac­
'ilcal flbjec'ions ici the general enforcement in India of any 
'ia.1V riltitlly re'Bttictitlg the 'Working hours of adult males as 
, tn an industries overtime was frequently DeCeseaty and tms 
difficulty could not be solved by institutinlt it system of 
ni!eptionB Al\ in France. Fourthly, the imposition of a 
direct restriction 'Oil the hours of adult labour would he 
repugnant to the great majority of capitalists both in India 
8nitabrOltd who invested or were thinking of investing 
capital in India. Lastly. it would give Wide currency to 
the tlpiilibli 'that if \be principle of legislative interference 
With the employmenl of adult male labour was accepted 
'P~ 'WOuld be broughs to bear iD order to lItilise that 
power of interference in a mannet calculated to promote the 
intete'litll 'Of Lancashire and Dundee rather than 'hose of 
India.' The Commission, therefore, concluded that there was 

I 'Did. Po 17 • • lHI.,. 



no necessity for this dr&stio course because it would cause 
the grellvest inconvenience to existing industries most of 
which had ne'Ver worked long hours, and such a measure, 
the,. thought, 'WOuld seriously hamper the growth of indus­
trial enterprise. Dr. Nair diBBented from this view. He 
thought that 8S the charge of working long hours habitually 
bad been clearly proved against the textile industries in 
India, .. nothing but legislative restriction of the hours of 
adult labour within reasonable limits will effectively prevent 
'these long hours from being worked:" ~ The Commission 
propoll8d that, instead of a direet limitation of the hours of 

o 

labour of male adult operatives, the same object could be 
achieved by indirect measures.. The measures proposed by 
them wers based on the consideration that, children and 
youn« persons in a spinning mill were about one third of 
'the total atall and the hours fixed for them would absolutely 
lIe1ermiae the working hours of the whole department.­
They therefore laid importance upon the creation of a 
lIepal1loUl claas . of ". young persons" comprising all young 
adlli'- between the ageB of l' aDd 17 with working hours 
limited 10 Ii in aDY one day.. This recommendation, how­
ever, seem. to be inconsistent with their professed view that 
.. we would Itrangly deprecate &8 mos'injllrious any attempt 
to apply the laws aDd regulations governing factory Jabolll" 
in 'the United Kingdom as Il1lCh to India; or to secure &D.J 
definiUl mltioll between the Jabollr laws of England and 
[ndia," I For, Great Bril;ain recognised a separate clasa of 
young persons aM the Commisaioo proposed the same thing 
for India. The other reeommeadatioos are that ~e work­
illl[ hours of children should be reduced from 7 hours to 6 
hours. The protected classes are to be prohibited from 
working after , P.II. and there shoukl he a compulsoq 

• Dr. Nair. iii .... or DioooM, p. 8l.. 
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interval of rest after six nours' continuous work in place of 
the midday interVal. With regard to the labour of ~omen 
they proposed a reactionary measure. The restrictions at 
present'imposed on the employment of women were suited 
neither to the operatives themselves, nor to their employers 
and they were ignored in practice. It would be advisable 
to allow women to work for the same bours as young 

'persons, i.e., for not more than 12 hours in' one day. 
Seasonal factories which are at present solely excluded from 
the Act on the ground'that they do not work for more than 
four months in anyone year should be made subject to 
its provisions. . 

In July, 1909, the Government of India introduced a 
comprehensive bill to regulate the employ-

19iI": Factory Act of inent of labour iii. factories. The Govern-
ment while agreeing with the findings of 

'the majority did not not accept their important recommenda­
tions. They;, however, proposed a limitation of the working 
hours of adult males to 12 hours a day.. This change in law 
was far-reaching in its character and gave rise to a heated 
-controversy~ The Hon'ble Mr .. Harvey while introdUCIng the 
bill pointed out that it was the dpty of Government to 
render impossible the recurrence of the conditions which 
had' been allowed to grow up in Bombay in 1905 and all 
were' agreed that the object which the Government must 
seek to obtain was the limitation of the working day to' an 
average of 12 hours. No responsible Govemment"could 
possibly refuse to take action in the face of reports from a 
Committee under expert guidance and from a Commission of 
which three milioWners were members, supported as these 
were by officilll opinion and by a considerable section. of the 
commercial community! The Local Governments and 
Administrations with the exception of the Government of 

I Proc:MdiDga of the CoaDciI of tho Go_ Go""", _10. Po •• 
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Burma were of opinion thalt the' case- 'for . impesing . restric­
tions was strong and it was the millowners who alone opposed 
the measure. The Commission were also inclined in favour 
of·a limitation of working hours but this object they pro­
posed to achieve by an indirect method. They disapproved, 
of 'the limitation of the hours of work of adult males 
because they were not prepared to accept it asa principle 
which found acceptance in few coun.tries. The Hon'ble 
Mr. Harvey, however, expressed the view that .. If it is con-. 
ceded that legislative measures are necessary to prevent 
the working by any operative excessive hours, then the 
question whether the desired result ia obtained by direct or 
indirect methods is not a question of principle at all but 
a question of expediency and administrative convenience." I 

He deprecated the reference to the British example, aa the 
existence of trade union organisation in England afforded 
sufficient protection against overwork. The Indian mill­
owners as represented by Sir Sasson David' arid Sir M. 
Dadabhoy argued from the standpoint of abstract right. 
They· 'regarded, the limitation of the hours of labour of 
adult males as an unwarranted interference with the free.. 
doni of contract. There was no valid reason to have ona 
principle for Great Britain and another for India~ The 
real reason why Great Britain has nohdopted the principle 
of limitation is "no. the existence of trade unions but that 
thedired' restriction of the houra of adult males would 
be an interference with their personal liberty which would 
not be tolerated." ,Sir M. Dadabhoy pointed out th,at it 
W8!t not possible for them to resist the powers tbat dictated: 
this interference. and as the cotton'industry was passing 
through. period of depression, such. restridionwas bonnd 
~acoentuate its diffiouUies. The reason advanced by the 
Boa 'ble Mr., Harvey for' rejecting the recommendabon of 
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the ma.jority of the Oommission on this que~t;.qQ _ was tba. 
the formation· of a class of young persons would involve 
grave administr.ative difficulties. It was found. Bufficiently 
difficult to enforce the law as regards children and i~ seemed 
likely that the same difiicultielil would appear in an aggra. 
vated form in the case of young persons. FlU'ther, thll 
creation of a separate class of young persons wo uld not 
attain the desired object. In the first place, factories might 
be able to do without the young persons and women al­
together and employ only male a.dult operatives. Secondly, 
they· might be able to concentrate the women and young 
persons in certain departments of the mills, and would 
then work for twelve hours in these departments and for 
longer hours ill other departments. The conclusion reached 
by the Government was that there was the gravest reaSOD 
to fear that the adoj?tion of the Commission's proposals 
would fail to prevent abuses. The mill-owners took thlj 
,:iew that the demand for labour in mills was greater than 
the supply and it would not be possible to dispeDSII with 
the labour of women and young persons. Further, it wa. 
beyond their comprehension that tlie iri~ustrial interestS of 
a country should be subordinated to adminstrative· con. 
venien:~e.· But in spite of the opposition of the mill-owners 
the Factory Act of 1911 was passed. The Act laid down 

. . elaborate rules foe the health and safety 
&be !:!"c.l~~ or of the labourers, for the fencing of 

machinery and for the j?rohibition of 
women and childrenjn dangerous work. It was provided 
that in all factories there should be. a weekIy holiday and 
periodical stoppage of work at intervals not exceeding six 
hours. Adult workers in textile factories were Dot to be 
employed for more than twelve hours in anyone day. The 
wor~~ hours _ o! children were . not to exceed sa • 

, ~p of &he 000DciI of &he 00_ GODoraI, 1911, p. 81. 
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day. Local Governments were empowered to appoint in. 
speotors and certifying surgeons for factories in their juris. 
diction. 

While the Factories Bill of 1890 was under consideration 

Jodi •• 
labour. 

interest was aroused over the question of 
mi.i., regulation of labour in mines, Even 

before 1870 the matter was discuqsed now 
and tben but the condition of the mining industry was not 
deemed of such importallce as to require legislative interfer­
ence. The Berlin Conferenre' of the same year adopted a rule 
prohibiting the employment of women and children in 
underground working in the mines. Great Britain had 
probibited tbe underground employment of women and 
cbildren in 1942. It WIlS the Berlin resolutiolll to which 
Great Britain was a party. that induced the Secretary 
of State for India to take an interest in the conditions 
of mining labour in India. In his despatch, dated the 
8rd July, 1890, the Secretary of State for India wrote: 
"As yet no legislation bas been undertaken in India for 
regulating work in mines. M the present time collieries 
and possibly some of the gold mines, would seem to be 
the only mining industries in India that require regulation. 
Now that a single colliery proprietor like the East India 
Railway haa a yearly output of nearly 400,000 ~ns of coal, 
and that a single 'state colliery like the Warora, yields 
~40,OOO tons a year, the time has come fnr opening the 
subject. I request that you will consider, how far it; may 
be neoeasary and desirable to frame a bill for the inspection 
of mines and for the regulation of employment therein, of 
women, young persons and children, etc ... I When 
the Government of India were collecting information on thii 
subject, the Secretary of State fnr India, in his despatch, 

I 00pJ <I. 001. , 1._ 110&_Il00......, <I. a... ....... 0._ ., 
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-dlitedtlJe l2thNbvembeJ'~ 16Ql, again wrote'; f' .1!JI1;, .s qt 
-pi'es~nt .advised, 1 think it most. desir!1ople .that *l!e employ, 
ment of women or girls underground should be altpge\l!4lf 
IPriJhibited in lIidia., The decision agail!st such e!Dploy~ent 
'was unanimous and. unqueatiQJled at the llerlin Conference. 
JUtlderstand thai Women are nptemployedunderground in 
Indian. mines belonging to Government and the prohibi­
tion of su~h employwelit in pril'atjl mines would CIlUS" Iittl" 
.di&turbance at a tilDe wl!eQ tbe ooal industry of India is still 
in its infancy. The age for children should be twelve or 
at theJowest 11." There Were at the time 78 mines and 
£olIieries employing a labour for98 of 81,~7l persons of 
whom over 18,818 or 59'8 per 98llt. worked unde~ground. 
Of this number 8,.779 or 28 per cent. were women aQd 3,489 
')r . .11 per cent. wlU'e returned ,,8 young persons andcbildren • 

.The Government of India, in their reply to the Secretary 
af State for India, dated the 5th October; 1892, pointed out 
that if miniiJg legislation was undertaken it would naturally 
divide itseif into two parts: (1) the regulation of labour in 
mines and the restrictions ttl be impolled on the employment; 
bf women, youilg pelsone and children: (2) tbe general 
management and inspeotion 01 mines. With regard to the 
first point;' the Government of India observed thd the facts 
disclosed by j;h~ teports. of the Local Governments did not 
warrant the undertaking of any legislation without detriment 
to the industry. I( n can soareely be queotioned," they 
said, .. that aily restrictions upon tbe employment;' of a clasl 
6f labourers in Buch extensive demand and still more their 
absolute exclusion, will, at least at; the outset, entail very 
serious conseqoences to the mining indust~ even in ita 
present stage of development. II, The Chief Commissioner 
of the CentralProvinoes stated in strong term. the objections 

. 
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to which the employmenti_· of' iwomeB and children in tha 
inlnes is lopeno The L{eutenant ,Governor .of .Bengal 
however laid great stress - on . the l1eciessity gf. providing 
new oocupations and on the danger of ,checking thet 
expansion .of mines. His Honouradl'l!:ittedthatone point hil 
whioh legislation might do good was the prohibition of ihe' 
employment of children underground but Considered' that' 
there was no necessity for legislation whatever and entirely. 
agreed with large bodies d authorities whomhe'had1 
oonsulted and who were almost unanimous in opposing thll' 
exolusiod of women. l It was argued by :the Governmen:tf 
GfIndia that the conditions of labour in the mines in India 
were ·ditJeren:t ftom those prevalen.t in EuropeBQ countries.; 
Work in mines was carried on under the family gang system! 
which was a 'sufficient oheck' against immorality.. : Tliey, 
ttieiofore, held the view that the mining industry now at a 
comparatively early stage of development, migllt recel~e '." 
&erio)l.check from 'he adoption of measures calculated 
to diBt\ll'b the existing conditions of mining labOur which' 
were in DO way harmful or distasteful 10 the labouring i 

population, but on tbe contrary, were in close accordance' 
with their ordinary social habita apd ~ustoma. The.GOW1U;'" 
ment of India, however, expressed a desire to watch tbe" 
development of the mining industr:r an!1have it irivestigatect-1 

b:r 8 oompetent Mining lDspector. " '. \ 
In 1894 the Secretar:r of State for lDdia depu~: 

Mr. Grund:r to enquire into the'manage.;' 
IDe t=::!.\be lila· ment and the labour conditions' of lDdiaa r 

.. mines. III his report, Mr. Gnindy pointe«' 
out that there was, except in 8 'very few ·mines, :an -almoe& 
eIltin absence of such essential .principles and practice of 
mining knowledge 8nentilationand timbering. Ventilation' 
was much neglected, fire-damp was not- properi:r ~, &Sed, 

..• lWI.;.. 'f. •• 
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arid unused shafts and machinery were often left unfenced j 

In quite a number of mines no plans of the underground 
workings were maintained. . Regular inspections of all 
underground parts were not carried out by the mine staff. 
AccidE'nts were not properly attended to and promptly reported. 
This picture of the technical management of mines led the 
Government of India to devise means to deal with mines so 
as to safeguard humallIlives and a committee was appointed 
to ad vise the Government.. The committee expressed the 
opinion that a mining law was necessary and that it should 
be as short and simple as possible and it should give the 
Governor General in Council sufficient powers to make rules 
and to exempt mines and persons from their procedure when 
necessary. 

In 11:!99 the first Indian Mines bill was introduced in 
. ·the Legislative Council by the Hon'ble 

IndiaD M1Dea Ad M R' I th f hi h GrlllOl. r. Ivaz. n· e course 0 s speec 
he observed: "The mining industry in 

India is of cqmparatively recent origin, but its progress at 
least in one province has been so rapid that the necessity for 
obtaining for the Government statut{)ry. powers of inspection 
of mines, for enforcing proper precautions in their working, 
and for assuring health and protection of life and limb to the 
operatives has been repeatedly under the consideration of the 
Government." The proposed bill dealt with two questions­
technical,management and employment of children and 
women below ground. The bill provided that children should 
not be employed underground unless of the age of ten or 
upwards and that children between the age of' and 10 
should not be allowed to go underground. 

The bill also contemplated to empower the Government 
of India or the Local Government to make rules in reppect· 
of·all mines or of particular classes of mines for prohibiting, 

I Pm.odiap ellb. x...waan CGnneil '" tbe a-- a-r.I, 18l1li. p. 188. 
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restrioting or regulating the employrpent· of ohildren.or of 
women aud of limiting the nours of employment of ohildren. 
The criticisms on the bill were directed to two points :-(1) 
to the alleged unnecessary stringenoy of the provisions whioh. 
dealt with the question of restrioting and regulating the. 
admission and employment of children and women in .mines 
and (2) to the extensive rule-making power which was re •. 
served to the executive government. The clauses relating to 
the prohibition of the employment of children below ten in 
mines underground were omitted in deference to representa­
tions made ~n the subject. It was the question of rule­
lIlaking powers to prohibit or regulate the employment. 
of women· or children below ground where such employ-. 
ment was dangerous to life, that was strongly opposed by 
the minipg interest. The representatives of the mining: 
industry regarded the bill as an inevitable result of-the con-. 
vention of modern times. II There is legislation at home 
and so to be in the fashion we must have legislation here." 1 

Strong objections were taken against the rule-making power. 
n was urged that this would leave too much to the discre­
tion of the executive Government. If legislation, be under-: 
taken all the regulations should be definitely incorporated in. 
the Aot. The Hon'ble Mr. Rivaz replied .. that the mining 
conditions vary 80 greatly in India. and the mining industry 
is in a state of suoh rapid development, that unless large 
diBCretionary powerS are left to the Governmen,- either the 
whole mining industry must be unnecessarily stretched on a. 
Procrustean bed or defenceless classes must go without 
protection." a n was pointed out that any attempt to secure 
absolute uniformity of equipment and management would 
be detrimental to the mining industry. Further, if there 
were mistakes in the legislation. the owners and managere. 

1 00' .. _ a.-.I'. LotioIou.. CGIOIIOiI ~~ ... !IIl'" 
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of I'n'ineil might be snbjectedto considerable inconveni~nce 
and trouble before they eould be c;orrected by theemploy~ 
metif of the machinery of legislature. On the other hand,­
if -'the industry was regulated by rules 'they might be 
promptly amended or modified ail necessi ty arose. 'Thtre' 
wasaiso a material ~afeguard agaimt hasty or ill-considered 
U'se of the rule-making power in that Mining Boards shoulcf 
b'e created on which the mine-ownerS would be represented; 
and to which all rules were to be referred before they 1Vere­
published for criticism before enforcement. Lord Curron,: 
ill Bumming up the debate on the bill, observed; "A bill fot 
the' regulation and inspection of mines is, in my opinion,: 
nowhere more needed than in this country, and ample' 
vindication of this proposition might, I think, be fonnd itf 
the general -as distinct from the particular circumstances ot; 
the case.'" An inquiry conducted by an expert disclosed 
an utter' disregard for human life, pmly from ignorance 
and partly from -carelessness. He found 250 people (men; • 
women and ehildren) at work where the ventilationwlIB 
nil, the air a8 foul in the extreme 'With smoke and gases! 
;md the -conditions as unfit for human existence. In another­
ease he found that three deaths had been -eansed by a fall 
of o~hanging sandstone, due to incompetent manageuieDt~ 
aDd- ~he lives of 65 other persons were in jeopardy from the ' 
lianle cause. In tW6 other 'gaseous mines, where "he: 
managers were absent, and incompetent substitutes -had 
been left in charge, 1lefound large fires kindled in the work-­
ing' 'gldleries, and naked lights !luspended 'from the ,roof 
wbere the 'cutting was going on. In view of this descrip'ion: 
of ,the management of Indian mines His Excellenoy' re.­
marked '; ," Is it ~ be conceive6 that alone in Iodia, ·of an 
countrie!l in <the world, the Government ill to stand aloof 
aod allow mines to be dug and hundreds and thousands of 

'. Ail, p. -P; 
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its subjects to be employed in an oCcupation, at all times 
severe, and sometimes perilous, without intervening to en· 
sure that reasonable protection shall be afforded to life and 
limb, and that adequate safeguards shall be instituted for 
inspection, supervision and control." I 

The first ~dj8Jl ~es bill w .. passed as the Indian 
Mines Act of 1901 in spite of the opposition of the mining 
interest. n· was -a modest measure, as it merely provided 
for tbe inspection and lIlanagement of mines. U left un· 
settled the vital question of the prohibition of the under­
ground employment of women and children. The Act simply 
empowered the Chief Inspector of Mines or 8ny other 
Inspector to prohibit such employment if it was found to be 
dangeroul to lifa end limb. But even in such 8 ease if 
there was 8 difference of opinion between the Inspecklr 
and the owner of mine, the matter was to be referred to a 
Committee. The Ad also pJOvided for the appointmen~ 
of. competent managers. For the regulation of operations 
in 'he mine, Government were empowered -to make rules 
and allrulea were to be referred to 8 Mining Board created 
by the Act. Thus the Act succeeded in establishing . the 
prinoiple of regulation of a huardouB industry • 

. -



CHAPTER VIII· 

POST-WAR LABOUR LEGISLATION 

The last war produced effects of a far-reaching character 

I ft f h 
on almost every Ilphere of life-political, 

D uence 0 t e 
European war upon social and economic. But its economic 
1.bour movement •. 

effects surpassed any others. It brought 
in its train phenomena which have not been experienced 
since the days of the French Revolution. It gave a rude 
shock to the confidence which men possessed in the old 
order of things. Serious doubts were entertained in the 
efficacy ·and soundness of the institutions that regulated tbe 
economic life of every country. Men began toconce1ltrate 
their attention and thought upon the various schemes of 
reconstruction. We are not concerned in this chapter 
with !lll the economic effects which the war produced but 
only those. that affected the life of the' labourer. The war 
imposed a serious strain upon the labouring popUlation: of 
every country. Vigorous efforts were demanded from the 
productive equipment of every belligerent country and its 
labour force to make goods and services suitable for the 
prosecution of the war. The labour and capital for the 
time forgot their class consciousness in order to bring the 
war to a successful issue. The demand for increased pro­
duction was so great that not only men but also women, 
young persons and children worked for long periods during 
hours that were not permissible under normal conditions. 
Labour laws and trade union agreements had to be kept 
in abeyance. In Great Britain, the Government had to 
enter into negotiations with the representatives of organised 
labour respecting the conditions under which work was !O 
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be carried OIl. Labour organiaation~-qul'ing t,\le war pE:riod 
aasuDlt'd' an importance whioh, wa~ ullknowll b~rOfe. In 
1916 and 1917 th!'y beld internatiollal ('ooferel)ces ~ (qr­
mulate their own" pence demands." In the ~erne 00110 

ference in 1917. the representatives,of labour frolD different 
countries exprl'~serl the "pinion th'lt provHon should be 
made in the Peace TI'eaty for the promotion and en.forcl'o 
went of internlltionlll prutecti\'l' l .. \Jpur kgilliulion. In the 
lllter-Allied Labour Conference hdd ill London in Septembl'r, 
1918, an internationul lahour conference in connection with 
the Peace COll.fl'rence was advocllted, 

The demand for the international protf;ction of labour 

B 
. . _. 1 was not the direct outcome of the war. 

eRlnnlD, \'\1 n~r-

Q.'i~"al Labour Even. before the war, for over three 
~.~ . 

deoades. thf;re were delDands ~ hUDlan~se 
the oonditionll of labour by an international agreement. The 

· lirst suocessful international labour conferenoe was held in 
1890 in Berlin. Conferences were II~O hel4 in 1897 II' 
Zurich and at Brussels and in 1900 in paris. In 1905 the 
Swiss Government called an offioial international labo\ll 
oonference at Berne in whioh conventiOnll were formulated 
respecting the use of white phosphorous in the match 
industry and the employmen~ of women in night work, Cc>n-

· ferences were also arranged at different . Jllaces by ibe 
-Association for La~ur Legislation> 'rhe B8C9nd confel1lnce 
· at Berne ill 1913 decided UPOIl drafts of international ape­
menta to prohibit night work for young persons Qnder 
Biltteen and to establish a maximum working day 01 ten 
hours for women and young persons. 1\ is thus clear that 

· even before the war the influence of international action on 
labour legislation was feIt. 

In the Treaty of Versailles it was provided among other 
The _, 01 '" matters that the Members of \he League 
~ 01 11_.. "will endeavour to °aecure and mamw.u 
fair and humane conditiona of labow for men, women and 

80 
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: chiidren both in their 'own countries' and in all 'countries to 
'~hich their commercial and industrial relations extend and 
'for that purpose wili ~stab1ish and maintain the nece~sary 
·'internationalorganisationso" 1 " 

, 'Part IH'ofthe Peace Treaty dealt with labour. It was 
, laid down that !lon international machinery should be set up 
. ~o regulateihe, employment of labour in different Countries. 
"The needforsueh amachinery wall set forth in the Pre­
'ilmble--'Whereas the Le!1gue bf Nations has for its' object 
:,the establishment of Universal peace, and such ,a peace can 

be established if it is based upon social justice.' 
And' whereas conditions of labour exist, involving 

such 'injustice, Hardship and privation ~ large 'numbers- of 
'. people as"to produce unrest so great that the pea~ arid 

harmony of the world 'are imperilled; :and an improvement 
"of those coilditions isurg-ently tequired; as for example, by 
"the regulation bfthe hours of' work, including the establish­
"'inellt of a maximum wor~ing day and' week, the: regulation 
-of the la:bour supply, the pl1!vention of unemployment" the 
'provision'of an adequatEsliving wage, the protection of the 
:'worker agalI1st'sickrless, disease and 'injury arising out 'of 
hill emploYnlerit; 'the protection' of children, young persons 

- aitd i\:oDlen, provision for old age ana injury, protection of .' . . ., ' .,..... 
)the Hiterest's of workers when employed in oountries other 
'tMn~heir'own~ recOgnition Gfthe principle' of freedom of 
'iI,isociktio~~ the' organisation of vocational and 'technical 
. ~dlication and other measures. 
j! : Whereas also' the failure of any nation to adopt hum~e 
; 'conditions of labour.1s an obstacle in the way 01 other 
: :iiations whlcll desire to improve the conditions in their 'own 
cquntries: 

The 'High Contracting Parties, moved, by sentiments of 
, justice and humanity, as well as by the, desire w secure the 
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permanent pel!-ce, of the world agree ,to the establisbment 

. of a' 'permanent org~nisaiion, which~l1a:1l consist of (a) 
G~neral Conference of repl'esenta~ives of t~e Members and 
(b) !til Interna~ional Labour ~fficer ' , ., 

The treaty also laid down certain gene~al principles for 
.' -, . • •. "'j ,. 

,regulating labour conditions which all, .in~ustrialcommil-
D~tip.s should endeavour to apply, so far as '~heir special 
circUinstances would permit. These prjnciple.s are': , 

(1) That labour should not be regarded merely as a 
· commodity or article of commerce. .' .. , 

(2) The right of association for all lawful purposes 1>y 
the employed as well as by th.e employers; . '. 

(8) The payment to the 'employed of a wage adequate 
to ; maintain a reasonable standard of life ~s this is under­
stood in their time and country. .' . 

(4) The adoption of nn eight hours d'ayor a forty-eight 
, hour week as the standard to be aimed at where: it has not 

already been attained. " . 
(5) The adoption of a weekly rest of at least 24 hour's, 

which should include Sunday wherever practicable. .. 
(6) The abolition of child labour and the' impOSition bf 

such limitation on the labour of . young persons as ~hall 
permit the continuation of their education lind ~ure their 

· physical development. ' 
(7) The principle that men and women should receive 

· equal remuneration fat work of equal value. . , ,1 
• (8) The standard set by law in each cOuntry' ""ith respect 
· to'the COMitiODS of labour should have due regard to the 

equitable economio treatment of a1tWorkera lawfullyreeident 
.' thereiQ. ., 

(9) Each state should make prol'ision for a system of 
inspection in which women should take part, in order w 
ensure the enforcement of tbe Jliws Rlld rt'guJatioDs 'for the 
protection of tbe employl'd. . 

. ~ ... ~ 
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The first General Conference met at Washington on the 
". 29th October, 1919, to discuss the draft 
WBsb;I1giob Lobour t' d d' d l' 

CoDfereDce. conven IOns an recommen atJOns ea mg 
with labour. The Conference adopted 

certain. conventions and made some recommendations to 
improve the conditions or employment of labour, which 
were based on the principles enumerated above. The 
fonowing were the important conventions: 

(1) The working hours of persons employed in any 
public or private industrial undertaking shan not exceed eight 
in the day and forty-eight in the week. Two important 
exceptions are anowed to this generai principle. In the 
first place, it is provided that the limit of work prescribed 
in this convention may be exceeded in those processes 
which litre required by reason of the nature of the process 
to be carried on continuously by a succession of shifts, 
subject to the condition that the working hours sball not 
exceed fifty.:.six in the week on the average. In the second 
place the 48-hour rule should not be applicable in the case of 
countries in which climatic conditions render the industrial 
efficiency of workers suhstantially different... Artiele 10 
provided that in British Iwia the principle of a sixty-hour 
week shan be adopted for all workers. With regard'tO 
employment in mines it was recommended that it thould 
be possible at an early date to limit the hours of under­
ground \\ ork in mines to 54 or even lower. 

(2) In any public or private industri~l or commercial 
undertaking a "oman-

(a) shall not be permitted to work during the six weeks 
'foiIowing her confinement, 

(b) shall have the right to leave her work, if she pro­
duces a medical certificate stating that her confinement 
win probably take place within six weeks, 
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(c) Shall, while she is. absent from her work in pursu­

ance of paragraphs (a) and (b), be paid benefits sufficient 
for full and healthy maintenance of herself and her child, 
provided either out of public funds or by meanS of a system 
of insurance 'and as an additional benefit shall be entitled 
to free attendance by a doctor or certified midwife. With 
regard to the question of granting maternity benefits in 
lndia, the Conference adopted the motion" That the Indian 
(}overnment be requested to' make a stUdy of the question 
of the employmen~ of women before and after confinement 
and of maternity benefitq before the next eonference hnd 
to report on these matters to the next eonference." 

(3) Women without distinction of age shall not be 
employed durin~ the night in any public or private undl'r­
taking. In India the ilpplication of this convention may 
he suspended by the Governml'nt in respect to any industrial 
undertaking, except factories as defined by the national law. 

(4) Children under the age of fourteen years shall not 
be employed or work in lIDY public or private industrial 
undertaking. This provision shall not apply to India but 
in India children under twelve years of age shall not be 
emplol'l'd. 

(5) Young persons under eightl'en years of age shall not 
be employed during the night in any publio or private 
industrial undertal$ing but young persons over sixteen may 
be employed in Bome specified industries in which by reaaon 
of the nature of the procesa work is required to be carried 
on eontinuously day and nigM. In the application of this 
convention, the term industrhu undertaking includea only 
such factoriea as come under the operation of the Indian 
Factoriea Act and the convention applies only to males of 
1888 than 14 years of age and females of leas thn 18 years. 

(6) Each member Ilhall establish a system of free public 
employment agencies under the control of a central author­
i'1. Benefits under a sys~m of unemploymen& iDsuraDee 
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should be extended to workers in a country, who are, the 
subjects of another State .. 

1nadditioD to these conventions, the Conference .made 
a number of recommendations regarding the establishment 
of an effective system of employment insurance, the protec­
tion of, women and children 'against lead poisoning, recipro­
cilyof treatment of foreign workers, the 'estabIishJ.Ilent 
9f Government, health services and the prohibition of 
.the ,use of white phosphorus in the manufacture of 
Illatches. 

These conventiollll and recommerid~tions profoundly 
modified the labour laws of different 

di.t:;~~· ~.onomic countries that ratified them. India as a 
member of the League had to ratify the 

conventions of the Washington Labour Conference. The 
demand for a modification of the labour laws. in India came 
,also from the workers. The war brought about hardships 
of an unprecedented nature. Prices rose to an unparlllleled 
height but wages did not rise in the same proportion. The 
employers earned' phenomenal profits but the lot of the 
labourer was' a tale of distress. So lang as the war lasted 
the rise in prices was regarded as temporary, but when 
with the cessation. of the war the prices did, not fall bulan 
the C9ntrary rose, ,the workers found themselves in a des­
Jl6ratti position. In all the provinces industrial u~rest spread 
with rapidity. 1D1920 an epidemic of strikes unprecedented 
in the history of the province broke out in Bengal. These 
strikes a,rose mainly from a demand for higher wages. :fu 
the ~m\l year there were strikes in Bombay, Ahmedabad 
and Cawnpore among ~he textile workers. 'The oper~ 
tives in \hese strikes demanded a teD-hour day and tile 

- . . . 
Bombay MiIlowner's Assodation expressed their readine~8 

t() wor~ their mills ten bours a day with ODe shift 
Thll coDtagion of strike spread to Railways and other 
,industries •. 

;, . 
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These industrial disputes and india's representation 'as 
a member of the League of Nations 

reoIoC:~'i='::rio~:' spurred the Government to ado~t a defi-
nite policy in regard to labour. In the 

Conference of the Directors of Industry in April, 1920, 
the future policy relating to labour was discussed. The 
questions referred to the Conference were 

(1) Should any machinery be set up in each province 
by the Government to deal with labour disputes j 

. (2) Should the Government of India intervene in such 
disputes j if so, at what stag~ ? 

'(3) . Shou'ld the Government participate in any way in 
'the preliminary work of the organisation of Trade Unions j 

if so, what aotion should bl! taken ? 
, (4) What should be the actual lines on whioh' such 

organisations should take place ? 
(5) Until these organisations' come into being, ho\v 

ahouldthe Government of India select a delegate and ad­
visers to represent the working olasses at meetings of the 
InternatiOnal Labour Conference ? 

It was suggested that some local machinery should be 
set up on the lines ot the British Industrial Courta Act, 1919, 
'but i~ was held by local Governments that such legislation 
would be premature iu view of the existing labolll' conditions 
in India; 

But, i\ 'WIS the Conventions 'adopted a\ the WashingtOn 
, Labour Conference that induced the 

IIltl ... _ '" w..... Govt>rnment of India ~io undertake fresh i..,poa Laboor c_ 
watioo. UpoD JDdi .. 

.. Laboor Loci".'*'. legislation to ameliorate the conditions of 
labour. In their despatch to the Secretary 

of Sta\e for India, dated the 25th November, 1920, the 
Government of India wrote: .. The Conventions have been 
framed, on the whole, in a reasonable apirit and apart from 
our natural desire to avoid alienating opinion abroad, we 
believe that. with the exceptions noted below. their rati-
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Dcation will be beneficial to the interests 'Qf lodian ind\lstry 
and labour." It is worth noting that some of these con­
ventions were already prQvided for in the Indian Factories 
Act of 1911. With regard to the convention relating to tbe 
night work of young persons it is pointed O\lt that by 
~ections 23 and 24 of the Jndian FactQries Act of 1911 
they were protected. The same Act also prohibited the 
night work of WOOleD ill industrial undertakings e~cept 
mines. Tbe principle of si~ty-hour week was generally 
accepted by the mercantile community in all provinccs. 
But the Bengal Chamber of Commerce was,oPPJsed to tbe 
limitation of the working day to 10 hours. Tbe Chamber 
expressed the view tbat law should provide for elastici ty 
in the local application of the principle of the si~ty-hour 

week. Further, with fegard to the hours of laboQr Qf men 
and women the Government of India were of opinion that 
"differentiation between men, and women',though reason­
able with a working day of 12 hours in tbe ease of men, 
may pot be justified with an ,average working day of ten 
hours. and such differentiation may introduce complications 
in the working of the shift system in industries in which 
both men and women are employed."" The, Government 
of Bengal pointed out that II the consensus of opinion was 
that the working hours should be the same' for meo e,nd 
women, and that there should be no differentiation in this 
respect between the Be~es." I It was fuIth!)r urged tlia~ 
there should be no discrimination between te~tile and Qther 
factories as regards the employment of labonr. 

The convention relating to the minimum age for admis­
sion of children to industry raised a considerable amount 
of controversy. The Indian Mining Association in their 
letters to the Government of Bengal held the view that 

, Letter of &he (I_rome.t or IDdia 10 LocaJ <looeru_1I, 11&11 Ma,. l82O. 
, Ldte' '" 'lIe (lQ'rOra_., 0' Be .... 10 lb. Go ... , ...... of [o4i., tlad Oo&ober, 

1!11111. 
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" As regards the minimum _ age for admission of children to 
employment in mines it is very difficult to lay down hard and 
rast rules. The general practice is that children go down 
the mines with their parents from a very early age. From 
about the age of eleven a child becomes a recognised 
worker and this should be ~he age at which children would 
be allowed to become enrolled in a colliery pay sheet and 
earn wages for their labollr." The Committee of the 
Bengal Chamber of Commerce were unanimously of the 
opinion that this draft convention should not be ratified by 
the Govel'nment of India. "So long as there is no system 
of compulsory education in force in India, the Committee 
consider that nine yeurs is not too young an age for 
children here to commence work. In their opinion more 
harm to the moral and physical welfare of children of that 
age in India is likely to result from allowing them to run 
loose in crowded mill area, than can possibly arise from 
their employment for six hours daily on light work in well 
ordered factories." 1 The Governor-in-Council of Bombay 
while accepting the principle that the present minimum 
age of nine years was too low. laid emphasis on practical 
difficulties which stood in its way. "Any abrupt alteration 
of the existing conditions might be misinterpreted politi­
cally as an attempt to handicap Indian industry for the 
benefit of European competitors." 'l'hey also put forward 
the argument that Compulsory education and the raising of 
age should go together 1Illd further, it might involve a re­
duction in family earnings which would be likely to lower 
their slandard of living and might have a worse elled on 
the constituuOD of children. 

With regard to the conventions relating to unemploy­
ment. the Government of India expressed the opinion 
that the ereauon of free publio employment agencies in 

I IW ...... 
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India had hitherto been thought unnecessary, since the 
demand for industrial labour had for long exceeded the 
supply, and the unemployment of agricultural labour was 
unknown in ordinary seasons. But the institution of 
unemployment agencies might facilitate migration to areas 
where the demand for industrial labour is never fully met. 
The system of unemployment insurance waq not deemed 
a practical proposition in India. It is during a period 
of famine that the problem of unemployment looms 
large on a large scale. For this purpose there are famine 
codes to relieve the initial phases of distress by openiug 
public works and affording gratuitous relief where necessary. 
Another difficulty in the way of the establishment of un­
employment insurance is the comparative immobility of 
much of the unskilled labour of the country. 

The Washington Labour Conventions were ratified by 
the Assembly on the 19th February, 1920. 

A~·o~nd;;;/'''Iori.. The ratification committed the Govern­
ment of India to undertake the revision 

of the Indian Factories Act, and in 1922 the Indian Ifac­
tories Act of 1911 was amended. 

In accordance with the Washington' Labour Convention 
it was provided that no person should be employed in a 
factory for more than 60 hours - a week. The Bombay 
millowners in 1920 presented a memoria.l to the Governor 
General in which they pointed out that 10 hours a da.y was 
fair labour and they would agree to this, provided a similar 
limita.tion was enforced by bw on textile mills in other 
parts of India. In Ahmedabad also a ten bours' da.y was 
granted to the operatives by the millowners. A ten hours' 
day W,IS also adopted in the Buckingham and Carnatic 
mills in Ma.dras, a.nd was now the nonna.l day in textile 
mills at Oa.wnpore, Dbariwa.l a.nd Nagpur.' It is interesting 

, Speech of Sir T. Holland. Legi>iative _bl, Dobaleo, Vol. r. 
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to note that at the time ,?f the passing of this Act, there 
was no argument from the standpoint of abstract right, nor 
waa it attributed to the sinister influence of Manchester. 
The Indian millowners were already accustomed to the 
principle of limitation and regarded it as an inevitable 
result of the social and economic forces of the times. 

The Act provided that no person should be employed 
in any industrial undertaking for more than 11 hours a 
day. This provision set the extreme limit of daily work. 
ing hours. Mr. Joshi, a representative of labour in the 
Assembly, insisted on the limitation of ten hours, for his 
apprehension was that some of the mills might work five 
days a week and would thus defeat a ten-hour day. The 
Government, however, fixing the maximum limit per week 
left a certain amount of elasticity in its working in actual 
practice, specially in the case of those mills that would 
grant a half-holiday on Saturday. The distinction between 
textile and non-textile factories was done away with_ The 
minimum age at which a child may be employed was 
raised from nine to twelve, and the age at whicb a child 
should be treated as an adun was raised from fourteen to 
fifteen. The bours of work of children were fixed at 6. 
It was also provided that there should be a compulsory rest 
(except in tbe case of shifts) on each wor king day at inter­
vals not exceeding six hours for not le~~ Lhan one hour, and 
in tbe c.,se o~ children working more than five hours in any 
day, a period of real of not less than half an hour. In 1929 
the subject of .employment of factory lahonr in India WI\Il 

ex"mint'd in det~il by a Royal Commission. The Com­
mission found tha\ the hours of labour in Indian factoriee 
Wt're excessive and recommended a reduction from 60 
bours to 54 bours per week.' The Commission, however, 
found that such a sweeping change would involve an amount 

, Tbo w.... h ..... u. 0. ....... __ to '"- ... "- to 18 .. .... 
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of.dislocation that would be serious. Although in the past 
a. reduction in the hours of labour has been a.ccompanied by a 
grow~h in the efficiency of the operatives, it does not follow 
that it will always be repeated. "As hours arc lessened, 
a point must be reached at which, even if the industry caD 
maintain production by employing shifts, the operatives 
cannot face a further reduction of earning capacity." 1 

The passing of the Factories Amendment Act of 1922 

Indian Mines Act of 
1928. 

paved the way for the regulation of labour 
in the mines and a bill was introduced 

in the Legislative Assembly in the same year. We have seen 
that the Washington Labour Conference recommended a 
54-hour week for underground work in the mines of India. 
The Indian Mines Act of 1901 did not regulate the employ­
ment of labour in mines except in special circu mstances. Ad­
ministrative difficulties were experienced after the Reforms 
Act of 1919 came into operation. Under the Devolution rules 
the regulation of mines is a central subject. The Act of 1901 
was found ,defective in that it made no clear distincion 
between the functions of the Central Government on the one 
hand and those of Local Government on the other. It was 
therfore necessary to define the respecti va functions of the two 
Governments in regard to tbe adminis&ration of the Mines Act. 

The provisions relating to the employment of women 
and children in the mines gave rise to a heated controversy. 
Labour leaders characterised the bill as 8 halting and hesi­
tating measure. In every civilised country, they said, the 
employment of women in underground work in the mines 
was prohibited but in India alone such employment. was 
to be permitted. Mr. Joshi regarded it as a blot on the 
civilisation of India and pressed for its prohibition. He 
observed that" the real motive of the mine-owners ill that 
in the first place woman's labour is very cheap. In the 

I Bepor& 0/ "'" Ro, .. Commiloion em Labour. p. 48. 



POST-WAR LABOUR LEGISLATION 2411 

second place women are more docile and accept service 
under easier conditions.;' The same view was expressed 
by Lord Curzon in his speech on the Indian Mines Act 
of 1901 when he said, " I think, too, that Government should 
not shut its eyes to the fact that in a good many cases, the 
labour of women and children is really engaged, not for 
domestic reasons but simply for economy's sake, in other 

. words, because it is cheaper than that of man." Sir 
Charles Innes apprehended that the prohibition of the 
employment of women in the mines would .. uin the mining 
industry. II It must be remembered," he observed, .. if by 
premature legislative changes, we dislocate a key industry, 
it is the Government of India and this Assembly that will 
take the responsibility." An analogy was drawn between 
the provisious of the Faotory Act and the Mines Act and 
it was pointed out that the miners would be a t a disadvan­
tage in comparison with the factory operatives. Govern­
ment did not limit the uumber 01 hours per day as they did 
in the Faotory Act. Nor did they put any limit upon the 
hours of work of young persons and women. Mining work is 
carried on in far more uncongenial surroundings than faotory 
work and is far more hazardous than mill work. It there­
fore required to be regulated more stringently tban any 
other kind of work. It was thought surprising tbat the 
attitude of the Government of India to this industry was 
different from tlieir aLtitude to faotory work.. But the 
analogy with the faotory work is not valid. The conditions 
of labour in mines and the conditions of labour in factories 
are different problems. The operstives in mines are not 
driven to work as in a factory. They work under a system 
of pieoe work and they CBn take tbeir bours as will suit their 
interest best. Tbe Government of Bihar and Orissa were 
opposed to a stringent regulation of mining labour.' It 
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was apprehended that any attempt suddenly to regularise 
the daily hours of labour might dislocate the coal trade and 
cause disastrous reactions on other industries. 

With regard to the employment of children in mines the 
Government of Bengal suggested the minimum age of 12 
years though the Indian Mining Association would have 11 
years. The prohibition of the employment of children in. 
mines would indirectly diminish the employment of women. 
Sir Charles Innes suggested in the bill that children up to 
. the age of 13 should not merely be prohibited from being 
employed in mines but they should not be allowed to be 
present in mines at all. The effect of the proposal might 
be to reduce the employment of women in mines and it was 
thought to be the first step towards the prohibition of the 
employment of women in mines. The Joint Committee on 
the bill accepted the principle of the prohibition of the em­
ployment of women underground and recommended to the 
Government of India to take up this question with the Local 
Governments in order that the total prohibition of women 
on underground employment should be accomplished within 
five years' time. Under the ,\ct of 1901 the Government of 
India possessed powers to make regulations for the prohibi­
tion of the employment of women ulJderground but these 
powers were not exercised. In 1929 after long discussion 
with the Provincial Governments the Government of Iodia 
made regulations to exclude women from underground work­
ings forthwith, except in exempted minc8, i.e., except in 
coal mines and in slit mines. In these exempted mines, 
the exclusion is to be gradual; the employment of women 
underground after 1st July, 1929 was limited to a per­
centage of the total underground labour force, 29% in 
coal mines and 40% in salt to be reduced by 3% Rnd 4% 
respectively each year 80 that after 1st July, 1939 women 
will be entirely excluded from underground workings. 

The Act of 1923, however. 8u~tantially illlproved the 
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condi tions of work in the _ mines_ Work above ground was 
limited to 60 houfs a week as in the case of factories, In 
underground work the limit of working hours was fixed at 54 
per week. Children below the age of 13 are not permitted 
to work underground. 

Another measure of far· reaching importance, that was 
passed in 1923, was the Workmen's Com-

Th. WorkmOD', t' A to' t t f t f CompeD,.lion Act of pensa 10n C. ne Impor an ea ure 0 

lwa, the modern industrial system is that the 
labourers are exposed to grave risks of life in the course of 
their employment. Every year in Europe and America four 
or five million workers meet with accidents in the course of 
their work. One workman in every twenty-four was certain 
to meet with an accident during the year. 

Machint'ry, however carefully driven, vt'ry often causes 
serious injury to the liCe and limb of the operatives. 
The boiler lIIay burst, the mill gearing might give way or 
there may be an explosion in a mine Rnd in hundreds of 
different ways the lives of the operatives are exposed to risk. 
It has bl't'n realised in Wl'stern countries tbat if tbe indus­
trial system exposed the operatives to the risks of accident, 
measures are called for to make provision against sucb risks. 
It is distressing to find tbat when the bread winner is 
either disabled or killed in an accident his dl'pendants are 
helplt'ss. The society in the interests of justice is bound 
to step in and fix the responsibility on the party thai em­
ploys labour. This principle of liability of the employers 
had to \)II fought out by vigorous egilation in western 
oounlrit's. In England prior to tbe Employers' Liability 
Act of 1880, the law 011 the 8ubjpct was anomalou~. If any 
employee received any injury in tbe course of employment 
from a fellow employee there was no redress, because it was 
urged that the employees \ook the responsibility of accidenta 
themselves. The doctrine of oommon employment was 
urged as an argument for ~onerstiD; the employers from 
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any liability of this nature. But if a third person was 
injured he was entitled to be compensated by the employer. 
The anomaly of this law can be made clear by an example. 
If owing to the negligence of the pointsman' in a railway 
a collision occurred, the passengers injured were entitled to 
compensation but the guards, drivers and other employees 
injured had no right to compensation. This anomaly was 
removed by making the employers liable to their employt'es 
in case they were injured in an accident by the Employers 
Liability Act of 1880. But up to the year 1897 when the 
Workmen's Compensation Act was passed in Get'at Britain 
no workman had any legal right to compensation unless 
he could prove negligence on the part of his employer 
and his employer could defeat his claim by showing 
that he had by his own negligence contributed to the 
accident. 

The Act of 1897 introduced the principle that an em­
ployer must, subject to certain limitations, insure his work­
men against the risks of their employment. At tbe same 
time the right of a workman to bargain away his claim to 
compensation was taken away. The rights of workmen in 
regard to compensation for accidents have become a matter 
not of contract, but of status. . 

The principle of this law has been adopted by other 
countries also. The law in almost all the countries on this 
subjed defines compensative incapacity as incapacity for 
work and the test for the existence of incapacity is that the 
earning capacity of the worker has been reduced. The 
degree of incapacity for work and the corresponding amODn' 
of compensation are calculated according to the reduction in 
the workers' earnings or. earning capacity after the accident. 
It must, however, be observed that it is very often difficult to 
determine exactly the reduction in earning capacity and the 
application of the law must in some degree be arbitrary. 
~ut it wust be admitted that 'his law has produced a BCP8(l 
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of economic security in the minds . of the workers of those 
countries that have adopted it. 

In India it was the Washington Labour Conference that 
induced the G01ern.ment to take up the question of work· 
men's compensation. Sir Charles Innes in moving the 
Workmen's Compensation Bill observed: .. India is a 
member of the League of Nations. The representatives of its 
workers almost annually meet the representatives of workers 
of other countries at the Conferences of the Intdrnational 
Labour Organisation, and the time has ceased when India 
could claim to stand aloof from labour movements which 
have affected the whole of the civilised world. India stands 
almost alone at the present day in not having an Act of this 
kind." I But the idea of workmen's compensation can 
be traced long before the Washington Confere Ice. The 
demand for workmen's compensation dates back in India 
as far as 1884 when a mass meeting of mill hands in 
Bombay passed unanimously a resolution claiming compen­
sation for injuries received in the course of work. In the 
petition of the Bombay cotton mill opertives submitted to 
the Governor General in 1889. among other demands they 
insisted" That a workman sustaining serious injury in the 
course of his work at tile mill, which may disable him for a 
time, should receive full wages until he recovers and that in 
case of his being maimed for life, suitable provision be made 
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for his livelihood." A reference to the figures of accidents 
shows that up to 1915, the Ilumber of accidents was 
increasing. 1 

Though the Indian Factories Act provided for adequate 
safeguards, it was found that the risks of accident could not 
be entirely eliminated from the industrial system, and at the 
same time it was necessary that Buch a large number 
of people could not be left unprovided. The Work­
men's Compensation Act is not to be regarded as a "philan­
thropic measure." It is a sound investment and would 
confer benefits on Indian employers. Sir Charles InnE's 
poi..:lted out that Indian employers E'xperienced difficulties in 
obtaining a steady aod adequate supply of labour, and one 

. of the causes of these difficulties was a sense of insecurity to 
life and limb felt by the staff. The bill was designed to 
remedy that difficulty and however partial its effects might 
be " it would confer an advantage on the country at large." 
It was also urged that a sense of security would always 
make a man better worker 8nd would thus tend to increase 
the efficiency of Indian labour. Anoth~r advantage claimed 
for legislation of this type is that by inereasing the import­
ance for the employer, of adequate sl!fety devices, it will 
reduce the number of accidents in a manner that cannot be 
achieved by official inspection. But an Act of this type had 
required to be passed with due caution. The operatives were 
mostly illiterate and careless and there was consequently the 
danger of imposing an undue burden upon nascent indus­
tries. This note of warning was BOunded by Rao Bahadur T. 
Rangachariar when he said, "England took more than iI 

century t~ enact her Workmen's Compensation Act. India 
has) et to begin her industrial career, and before we are yet 
on our feet, these fetters are put upon our industries. But 
I welcome the measure in the hope that it will be .liberally 

1 B.U.ti. of Indil. Iad ..... ioo I.d Laboor. No. 8, p. 48, • 
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administered." The history of labour legislation in England 
discloses a process of painful evolution and in that proc~ss a 
legacy of class bitterness has been left and it was hoped a 
timely measure of this kind would avoid that class bitterness. 
It is recognised that industrialism and methods of social in­
surance and ameliorative measures must go together if there 
is to be harmonious development. It is better in the inte­
rests of the country that all measures which are necessary to 
avoid the evils of industrialism should be adopted. The 
employers were generally favourably disposed to the mea­
sure. Sir Alexander Murray, speaking on behalf of the 
employers, remarked, "We accept responsibility for accidents 
bUG with the exoeption of those partioular accidents, viz., in­
jllry to workman resulting from an accident wbich is direct­
ly attributable to the influence of drink or drugs. wilful dis­
obedience or wilful removal of safety devices." I 

The bill was sharply criticised in that it did not make 
any provision to bt'lp the widow and children of a 
workman wheD be dies on arcount of an accident although 
the accident might have been caused by his wilful miscon­
duct. But it IDUst be observed that tbis criticibm cannot 
be rationally maintained. Nobody can bave a right to a claim 
which could not have been exercised by the injured man or 
the dt'OBased. I!'urther. the powers given to tbe Commissioner 
for the administration of the Act were regarded as too edell­
siva. The creation of a separate aUlhorily to adjudicate 
claims under this Act was not approved by the public. Sir 
Charles Innes, however, pointed out that" Workers in India 
are poor ; and therefore if we make our machinery too elabo­
rate, if we put obstaclea and any large expense in the way 
of their getting compensation, the bill will not help them, 011 

the contrary, it may hurt them,'" The idea was to minimise 
the temptation to litigation as milch as· possible. - . 
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Section 4 of the bill laid down the scale of compensa­
tion. 

A. Where death results from the injury-
(i) in the case of an adult, a sum equal to 30 months' 

wages or two thousand five hundred rupees, whichever is 
less, and 

(ii) in the case of a minor two hundred rupees. 
B. Where permanent total disablement results from 

the injury-
(i) in the case of an adult, a Bum equal to 42 months' 

wages, or three thousand five hundred rupees, whichever is 
lees, and 

(ii) in the case of a minor, a sum equal to 84 months' 
wages or three thousand five hundred rupees, whichever is 
less. 

. C. . Where permanent partial disablement results from 
the injury-

(~) in ~he case of an injury specified in schedule I, 
such percentage of the compensation which would have been 
payable in the case of permanent tot~1 disablement as is 
specified therein as being the percentage of the loss of eam­
ing capacity caused by that injury, an.d 

(ii) in the case of an injury not specified in schedule 
I, such percentage of the compensation payable in the case 
of permanent total disablement as is proportionate to the 
loss of earning capacity permanently caused by the injury. 
Three specified forms of misconduct are mentioned in the 
Indian Act which disqualify a workman to claim compen­
sation, viz., if the accident takes place under the influence of 
drink of drugs, wilful disobedience of a rule or order express­
ly made for the safety of workmen, and wilful removal or 
disregard of a safety guard or other device. Mr. Lethbridge, 
Commissioner, Workmen's Compensation, Bengal, expressed 
the view that "These provisions are clear and easy to apply, 
and they may be good for discipline but from the modem 
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point of view they are somewhat stringent. The provisions 
of this kind are a survival of the common law idea, viz., no 
redress for .a 108s due to the plaiutiff's own fault. When it 
is realised, first how large a part conditions of work play in 
these accidents, and secondly that the workman bears most 
of the burden even if he is compensated, perhaps the prin­
ciple of ocoupational risk will prevail." 1 The laws of most 
other couDtries are more comprehensive and there has been 
a general tendency in recent years to abandon all limitations. 
The Conference at Geneva in 1925 framed a draft convention 
on Workmen's Compensation which, as a whole, is in advance 
of the existing law of any country but there is no practical 
possibility that the Indian law will be brought into line 
with this draft convention for many years to come. The 
provision of a lump sum to an operative has the danger that 
it might be frittered away. Advanoed opinion, looking to 
the interest ofthe worker, favours periodical payments, and 
the Geneva Conference have adopted them. But in India the 
difficulty in adopting this system is that the Indian workman 
ia migratory. The Workmen's Compensation Act has un­
doubtedly removed a serious grievance of the operatives 
but the full advantage from the A.ct will not be secured 
unless the operatives are enlighted on the 8ubjoot. Among 

the legislative measures passed by the 
A"'~U:- UIIi... Government of India, none is so far-reach-

ing and epoch-making in character as 
the Trade Union Act of 1926. The history of Trade 
Union legislation in India is not marked by Buch sensational 
events as form landmarks in the economic history of Great 
Britain. In that country the struggle between labour and 
aapital covering a period of over three quarters of a century 
resulted in legislative recognition to trade unions as an 

1 LoIIIbridI'I. x-.... Won Il1o IIaIarJ Club, lOIII Sop_ ..... l92f. 
Mr. Lo&Iabri<l ............. , _ ito JIoDcal- el 0_ a.aoo -.Joe ....... _ 

ooIJ eo tppI---.. 
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integral part of the modern industrial organisation. l'he 
development of the capitalistic system of industries resulted 
in an impersonal relation between the employe!s and the 
employees in which competition and contract were the 
dominating factors. In the application of the principle of 
competition the workers found their position growing 
worse. The employers had "ften a tacit understanding among 
themselves but the employees were at the mercy of the employ­
ers and their helpless ~ituation compelled them to accept 
terms dictated by their employers. The labourers realised 
that individually they were powerless but when united they 
could make their demands effective and fix the terms of 
employment to their advantage. It was the necessity Cor 
collective bargaining that gave an impetus to the trade union 
movement. A trade union has been defined by Webb as 
" a continuous association of the wage-earners Cor the im­
provement of their condition." 1 Such an association 
gradually became a recognised body with which the em­
ployers could bargain regarding the terlDs and the conditions 
of employment. Not only did such an ~rganisation look to 
the interests of its members, but a solidarity of the int-erests 
of labour as a whole found expressi<?n in federations and 
congresses. The Trade Disputes Act of 1906 is regarded 
as the charter of trade unionism which defined in numistak­
able terms the rights and obligations of the members of a 
trade union. So phenomenal has been the growth of unions 
in England that between 1900 and 1920 membership of 
trade unions rose from 2 millions to 9'6 millions: 

In India the trade union movement is a recen~ growth. 

Trade UniOD-a 
recmi Irow&;b. 

In the Memorandum prepared by the 
Government of India for submission to the 
British Commission on Labour in 1&92, 

there is no reference to trade unionism. 

~ Webb, BillOrJ of Trade UDioDi8ID, p. 1. 
t Cia" The Problem ollDduArial BoIa1ioDI, p. 148. 
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The earlies~ labour association on record is the Bombay 
Millhands Association but it was not a trade union in the 
sense in whioh the term is understood. This Association 
now and ·then submitted petitions to Govemmen~ for the 
redress of the grievances of the operatives but there is no 
record whether it collected subsori ptions or conducted any 
strike. Trade unionism emerged in India as the outcome 

of post-war economio hardships. In 1920 
Ori,ia of Trocle Uai· and 1921 the industrial life of India was -. convulsed by an epidemio of strikes. 
During this period of economio hardihip the workers in 
In:lia d~v~Ioped a spirit of class consciousnt"ss. The demand 
for higher wages was the chief cause of strikes in this 
p~l"iod and dtrikes were organised to enforce this demand. 
'rhe concession made by tbe employers in Bombay. Ahmeda­
bad and BJngal inspired hope in the mind~ of the workers. 
Tr.ade unionism was confined not merely to industrial 
w.)rkers but the workers in various occupations were influ­
enced by the new .spiri~. Rlilways, Postal, Clerical and 
Pre38 opera~ivtlS beg"n to combine. This movement to 
oo-ubinatiCln was enoouraged by m:IDY educated men who 
idJldtied themselves with the inl~rests of the workers. The 
conduct of strikes by educated men was greatly resented by 
the employt!1"II and tht'y were stigmatised as .. political agi­
~tor8" WOOie only- motive was to seek cheap distinc&ioo 
by emb"rrsssillj{ the liovernment. n is, however. to beo~ 
serv~ tbat the operativee in India are largely illiterate and 
without tbtl help and advice of educated meo, it is im­
~ible for thew to resist the policy of exploitation pursued 

by tbe capitalists. The history of the 
I-* ... r "hoipIiM Ca M d Sa Labo U· ..... _..... wnpore az ur \"& or ur nlOn 

shows that eveR wben a union is controlled 
by educated m&n it is extremely difficult to enforce disci­
plilll8 among Ute opera~ives. This labour UnioD was formed 
ill 1919 and wa~ ~stered under Act 21 of 1860. Its 



256 EVOL UTION OF INDIAN INDUSTRIES 

origin may be traced to the strikes of December, 1919. The 
Millowneu 0: Cawnpore granted some concessions to the 
demand for increased wages and came to an understanding 
with the representatives of the Sabha that the men must 
continue working until their grievances were inq uired into 
and there was to be no strike unless sanctioned by the Sabha 
and then only after due notice. But the union wa~ power­
less to check strikes which occurred shortly after the accept­
ance of this principle. The Secretary to the meeting .of the 
employers wrote to the Secretary of the Labour Union. 
"These strikes are directly io violation of the principle 
agreed to by the employers and the repesentatives of the 
Sabha. The employers of labour cannot countenance these 
unauthorised strikes and it will be llecesstary for them to 
take recourse to concerted action and close their mills in the 
event of the employees of anyone mill striking without 
notice. " That the demands of the operatives in many cases 
were extravagant and unreasonable can be exemplified from 
the activities 'of the Cawnpore Labour Union which formulat­
ed 21 demands in 1921. Of these demands the following 
are worthy of mention :- , 

(1) Eight hours' work and 2 annas pt:r rupee increase 
in wagrs to make up for the reduction of time in the case 
of the piece workers. 

(2) Enhancement of wages in proportion to the increase 
in the cost of living. 

(3) All the employers to contribut-e a lac of rupees to the 
Co-operative Credit Bank. 

(4) Minimum wage for all. 
(5) Half the profits to be distributed as of right among 

the workmen as usual bonus. 
The employers in reply pointed out that .. they do not 

believe that the 21 new demands presentei by the Mazdur 
Sabha represent the expressed desires of the workmen of 
Cawnpore. The employers are willing to recognise a I'll-
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presentative Sabha whose officials are able to control its 
members. The majority of demands now made are of 
such [I nature, that the present executive of the Sabha has 
no sense of proportion or responsibility and the employers 
thererore regret that they are unable to recognise the present 
organisation of. the Sabha as representatives of the 
workmen." 

When the trade union movement was in a state of 
ferment the legal right of the workers to 

BiBh' to .Irike strike was challenged. In Ol:tober, 1920 
ch,UeDBed. 

Mr. B. P. Wadia who was the President 
of the Madras Labour Union waa prosecuted. An injunc­
tion was issued against him prohibiting him from engaging 
in the activities of the trade unions. The charge 
against him was that he induced Bome of the workers in 
Buckingham Mills to commit a breach of their contract 
and induced others not to enter into contract of serVice 
with that Company. In tbis case Mr. Justice Phillips in 
the course of hia judgment held the view that .. The 
Committee induced the men to break their contracts, 
and it is a legitimate inference from the words and 
actions of its members, that the Committee was formed 
with that object IUld it thus formed a conspiracy of tbe 
people whose intention was to induce the work people" 
to break this contract." The Judge waa, thus, under the 
impression that to induce a workman to break his contract 
waa in itself an act of conspiracy which thereby made the 
atrike officials liable for damA~es. This interpretation of 
law made the unionists nervous and a need was felt for 
statutory legislation to de tine the rights and liabilities of 
trade union officials. In the first Tradd l7nion Congress in 
19~ the representatives of labour passed a resolution ad­
vocating the enactment of a trade union law in India. In 
the same year a deputation in London on behalf of the 
Worl. .. ecs' Welfare League waited on th9 Secretary of State 

sa 
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for India urging that the newly developed trade unions ID 

India should be protected by legislation. 
On 1st March, 1921, Mr. N. M. Joshi moved the 

following resolution in the Legislative 
J'oohi~luti.D of Mr. Assembly: " This Assembly recommends 

to the Governor General-in-Council that 
he should take steps to introduce at an early date, in the 
Indian legislature. such legislatioD as may lie necessary for 
the registration of trade unions and for the protection of the 
trade unionists and trade union officials from civil and 
criminal liability for bona fide trade union activities." 
Mr. Joshi in the debate on this resolution pointed out that 
trade unions were of recent growth and they were not yet 
put on a proper footing. The position of the trade unions 
in India was that in a large number of them the member­
ship was still not large enough. In some of them even 
subscriptions were not regularly collected. Some of 
them did not even have rules framed. Their status also in 
the eyes of law was not well defined. It was. therefore, 
urged that if trade unions were desirabl~, efforts should be 
made at this stage to put these organisations on a sound 
and proper footing.' The Government of India were not 
opposed to the principle underlying this resolu,ion, but 
pointed out that they were very few trade unions properly 
constituted for registratiol\ and there was no geuuine 
desire on the part of trade union leaders for registration 
under the existing statutory facilities. Sir Thomas Holland 
held that the treaty relatious with Germany and Austria 
committed the Government to t~ policy that they should 
recognise the right of association for all lawful purposes by 
the employed as well as by the employer. But in the present 
state of trade union organisation it was difficult to devise a 
legislative formula that would protect bORa fide trade UOlon 
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activities and a~ the aame time preveilt the abuse of pnn­
leges accorded to them. The empJoyera were in general 
opposed to this resolution. They regarded it not merely as 
premature but a very dangerous measure. and a menace to 
that industrial generation of India in which all were 
interested. They further apprehended that such an organi­
aalion would be a mere tool in tbe hands of irresponsible 
politicians. Mr. Pickford speaking on behaH of European 
employera observed: .. We have no right to lay either the 
employer or the operative to the possibility of labour di~ 
putes being fomented by persons. whom nnder the Act 
which the resolution contemplates. the law could not touch 
or touch with grt'at difficulty:'· The resolution was how­
ever accepted in an amended form which waa less compre­
hensive than the original. lIiz .• .. thd this Council recom­
uaends to tbe Governor General-in-Council that he should 
take Bk>ps to introduce as soon as practicable. in the Indian 
legislature such legislation as may he necessary for the 
registration of trade unions." 

The development of trade unionism does not depend so 
much on legislation as on particular conditions. Legislation 
may remove certain obstacles which may stand in the way 
01 its growth. But the need for unionism must be realised 
first by ,he operatives. As regards the conditions which 
make for successful and continuous association. it is to he 
remembered tba' tbe labourers must be a settled population. 
But the chid impediment in India is that the labourers are 
migratory. The recognition of common interest pre­
supposes a higb standard of education and discipline. The 
Iilck of these _nLial conditions failed to produce. genuine 
trade unioo spirit. Many strike Committees were christened 
as trade union OI'ganisatioo$ but as <:OOIl as the strikes failed 
or the demaods were satisfied they lost their hold upon the 
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people. Though the circumstances were not ripe for 
legislation Government introduced a bill in 1925 for the 
registration of properly organised trade unions. Sir B. N. 
Mitra introducing the bill remarked "The opinions 
expressed in response to the invitation of the Government 
were remarkable for their diversity. There were some who 
regarded trade unions to be dangerous and permclOns 
growth whose activities should be controlled rigidly. The 
representativos of labour regarded trade unionism as a new 
religion which given sufficient license would bring about 
the millennium more rapidly than any existing religions 
promise to do." The bill was a permissive measure. It 
was not designed to compel any trade union to register. 
But if any trade union was registered it was to be given a 
privileged position in regard to its legitimate actions and 
also protection of its fllnds against dissipation on extraneous 
objects. It was advocated by some that registration should 
be compulsory'. But compulsory registration had the 
danger that it would mean that uuregistered unions should 
be punished. Sir B. N. Mitra arguing against compulsory 
registration observed: " If a group of employees meet to dis­
cuss the hours for which their factories are to work and 
fail to register themselves as trade unions they must be 
hauled up before the criminal courts. If a number of 
workmen meet to present a demand for a rise in wages, 
they must be hunted out and brought to justice." Further, 
the Government decided that the funds of a trade union 
should not be spent on political objects. Their idea was 
that a trade union should further the economic interests of 
its members rather than their political interests. No provision 
was introduced to legalise picketing nor was any restriction 
imposed upon it. If picketing degenerated into intimida­
tion it was left to he dealt with by the ordinary criminal 
law. Further, trade union officials were to be protected 
against civil and criminal liability for furtherance of the 
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specified objects of the union. The labour leaders were 
dissatisfied with the provisions of the bill. They insisted 
on having an Act whose provisions should be the same as 
those of the British Trade Disputes Act of 1906. That 
Act gave exceptional privileges to trade union officials hy 
providing that an act done in concert in contemplation or 
furtherance of a trade dispute should not be action­
able if it would not havtl been actionable if done without 
concert. It also laid down that an act was not to be 
actionable merely by reason tbat it induced any person to 
break a contract or for being an interference with another 
person's trade or business or his right to dispose of his 
labour and capital as suited his interest. There is a 
general provision in that Act which explicitly provides 
without any qualification or exception that no civil 
action shall be entertained against a trade union in 
respect of any wrongful act committed by or on behalf of 
a union. It was urged that if trade unions were to 
discharge their legitimate functions without fear of being 
drawn into unnecessary litigation all the immunities that 
had been granted to the English trade unions should be 
given also to Indian trade. unions. 'fhe labour leaders 
contended that (1) the Indian bill was defecti ve in that it 
did not declare explicitly that peaceful picketing was 
perfectly legal. 

(2) In the Indian bill civil immunity was granted to 
trade unions only when they took the earliest opportunity 
of repudiating any unauthorised acts. The bill thus pro­
vided for a limited immunity from the acts of agents done 
by or on behalf of trade unions. Mr. Joshi wanted that 
the privilege of immunity from civil and criminal liability 
should be extended to unregistered unions for be appre­
hended that the members of unregistered unions would not 
be immune from the law of conspiracy. The acceptance 
of this proposal would have made the principle of registra-
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tion nugatory and it was stubbornly opposed by tbe Govern­
ment and the employers. The clauses relating to the 
expenditure of the funds of a union gave rise to a serious 
controversy. It was provided in the biII that the funds of 
a union should be spent only for the benefit of the members 
of the union and if it spent funds for political purposes 
its regist~ation would be canceJIed. It was contended that 
the first limitation was designed to prevent the growth of a 
solidarity of interests of labour as a class and the second 
to prohibit the participation by labour in political activities. 
Mr. Joshi expressed the view that .. A trade union is not 
worth having if it cannot help another trade union when 
it is in difficulty and it is also not worth having if it cannot 
fight an election on hehalf of its members." The Trade 
Union Congress of 1925 passed resolutions to the effect 
that there should he no restriction on the pow!'r of the 
trade unions for incurring necessary expenditure. If the 
objects on which expenditure should be incurred are to be 
specified, provisions should be made enabling the trade 
unions to incur expenditure for assisting other unions and 
organisation. for the promotion of the tr,ade union move­
ment, for contributing towards all movements for the 
educational, social, economical and political progress of the 
working classes. That the immunity provided in the bill 
sbould be extended to all unions· whether registered or 
unregistered as is provided for in section 3 of the Conspi­
racy Property Protection Act of 1875, and in section Vof 
the Trade Disputes Act of 1906. About the immunity 
clauses of the Trade Disputes Act of England of 1906 
Sidney Webb observes: .. This Act, which remains the main 
charter of trade unionisDl, explicitly declares without any 
qualification or exception that no civil action shaJI be enter­
tained against a trade union in respect of any wrongful 
act committed by or on behalf of the union; an extraordinary 
and unlimited immunity however great may be the damage 



POST-WAR LABOUR LEGISLATION 263 

caused, and however unwarranted the act, which most 
lawyers as well as employers regard as nothing less than 
monstrous." 1 The absolute immunity claimed by the 
Indian labour leaders was consequently resisted by the 
Government on the ground that the analogy between Indian 
and British conditions was not valid. 

When the bill was referred to the Select Committee, the 
main difference arose regarding the use of union funds for 
political purposes and the minimum proporlion in the Union 
Executi ve, of officerd actunlly employed or engaged in aD 
industry with which tho 'rrade Union is concerned. The 
majority were of opinion that such expenditure should be 
allowed and it should be met not from the general funds but 
from a special fund contributions to which shl uld be 
optional. The majority also reduced the propollion of 
trade union officers actually engaged in that indu. try from 
half to one-third in view of the low educational level of 
the ordinary labourer. Sir B. N. Mitra and three others 
dissented from the view taken by the majority in regard to 
the last provision, and observed, .. We can see no justificd­
tion lor slIch a change. \Ve recognise equally with the 
majority that in the infancy of the Trade linio~ movement 
in 'his couutry i' may be essenti.l for a Trade U flion to 
have the assistance of outsiders and to include Ihem in 
their executive. What the original clause was intended to 
secure WIlS, that a number of the actual workerd obtained 
all opportunity of education in the 'rrade Union affairs, 
and we regard wiLh apprehension any change which may 
ha'i.ll the effect of restricting tbese opportunitie~." Two 
members objected to the optional character of contributions 
to tbe political lund. .. Indian Tnlde Vnions," 'hey 
observed, .. will be considerably handicapped in carrying on 
any propaganda for the furthcranc;e of their politic~ and 
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civil rights." In Great Britain undp.r the Act of 1913 
trade union fundd may be spent for political purposes 
provided such an expenditure is .. approved of participation" 
by a majority ballot. Members not wishing to participate 
are allowed to contract out without prejudice to their share 
in its other activities. 

In the debate ou the report of the Select Committee 
Mr. Wilson representing tbe Associated Chambers of 
Commerce complained that the Select Committee had not given 
any consideration to the opinions expressed by commercial 
bodies. The bill did not prohibit picketing which led to 
in,timidation. There was no provision in it for ensuring 
the proper investm~nt of the Union funds. Lala Lajpat 
'Rai characterised the bill as defective, unsatisfactory and 
unsound and he foresaw much litigation as a result of it. 
The lauour leaders on the other hand thought that labour had 
got in the bill something worth having, viz., the principle 
of immunity. The first 'l'rade Union bill was thus passed 
as the Trade Union Act of 1926. The important provisions 
of the Act are : 

1. Every registered Union shall be '" body corporate 
by the name under which it is registered. 

~. The general funds of a registered Trade Union shall 
not be spent on any other objects than the following, viz., 

(a) The payment of salaries, allowances and expenses 
to officers. 

(I» The payment of expenses for the administration of 
the Trade Union including audit of the accounts of the 
general funds of the Trade Union. 

(c) The prosecution or defence. of any legal proceeding to 
Which a Trade Union or any member thereof is a party when 
such prosecution or defence is undertaken for the purpose of 
securing or protecting any rights of Trade t; nion as such. 

(d) The conduct of trade disputes on behalf of the 
Trade Union or any member thereof. 
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(e) The compensation of members for loss arising out 
of trade disputes. 

(j) The issue of or the undertaking of liability uD.der 
policies o{ assurance on the lives of members. 

(g) Allowances to members or.· their dependants on 
account of death, old age, sickness,. accidents or unemploy­
ment of such members. 

(h) The payment. of al!y contribution to any Cause 
intended to benefit workmen in general. 

3. A regi~tered Trade Union may constitute a separate 
fund from contrihutions. separately levied for or made to 
that fund, for which payments may be made, for the promo­
tion of the civio and politioal interests of its members in 
furtherance of the objects specified in sub-section (2). These 
objects are (i) Election expenses, (ii) the holding of any 
meeting for election purpose, (iii) the maintenance of any 
person ·who is a member of nny legislative body, (iv) the 
registration of electors, (tl) the holding of politicol meetings 
of any kind. 

4. No member shall be compelled to contribute to 
the political fund and the contribution to that fund shali 
not be made a condition Cor admission to the Trade 
Union. 

S. There will be no criminal liability in respect of 
any agreement made between members for furthering any 
specified object of the Union. 

6. No Buit or legal proceeding shall be maintainable in 
any civil court against any registered 1'rade Union or any 
offioer or member thereof in respect of any act done in con­
templation of furtherance of a trade dispute. 

7. A registered Union shall not be liable in any mvil 
Court for any unauthorised act done by its agenL 

8. Not less than one half of the total number of the 
officers of any registered Union shall be person!! actually 

S4 

• 
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engaged or employed in an industry with which the Trade 
Union is connected. 

Another Act that has been recently passed in India is 
the Trade Disputes Act of 1929. Before. 

Trad. mapat •• Aot the war industrial disputes in India were 
01 1929. 

of rare occurrence. This was perhaps 
due to the fact that economic·change was slow and gradual, 
and the industrial workers who were mostly accustomed to· 
the existing standards of wages and conditions of employment 
did not feel the necessity of Rtrikes. Even when a strike 
or a lock-out was declared it was due mainly to causes of a 
noneconomic nature such as discipline or maltreatment by 
foremen or supervisors. The war, however, brought about a 
catastropic economic change. The rise in prices was 80 

phenomenal that it entailed considerable hardship to the 
labouring class owing to the tardy rise of wages in confor­
mity with the cost of living. This economic discontent is 
the main spripg of industrial upheaval in India during the 
war period. Educated Indians interested in the· welfare of 
labourers impressed upon them that by suitable organisation 
and strikes they might fight their employers and improve 
their economic condition. The reSUlting consequence was 
that strikes became an important feature of the post-war 
economic life of India. 

Industrial disputes affected all the centres of industry 
but the cotton industry of Bombay has been the worst 
sufferer from frequent strikes and lock-outs.' 

The following table indicates the extent of strikes in tbe 
different industrial centres of India. 

I v ... Anaeo&J. _omic Dnelopmoul 01 IDdia, p. 688. 
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Number of N.umber of DaY8 108t Pliooipal ProvinOlB 
diltpute. work people in millionl involved (Dumber of 

disputes) 

1921·22 894 511,000 6·6 Bombay. 156 

Bengal 100 

Madras 21 

1922·28 284 485,000 8·9 Bombay 140 

Dengal 98 

U. P. 12 

1928·24 211 288,000 Bombay 107 

Bengal 67 

Madraa 14 

1924.25 ISS 812,000 8·7 

1925·20 184 270,000 12·5 

1926·27 128 180,811 1"1 

1927·28 129 131,655 2·2 

It requires no elaborate argument to demonstrate the loss 
suffered, both by employera and employees, from frequent 
stoppage of the industrial machinery. Modern trade disputes 
are conducted on such a big scale that not only are capital and 
labour involved but the community is subjected to risk and 
inconvenience when vital industries are affected and essential 
services are interrupted. The post-war development of in­
dustrial disputes has dispelled the notion once common, thd 
industrial disputes are the private affairs of the parties engaged 
,in them. The Western world is exploring various avenues 
for the establishment of industrial peace and devising 
machinery for the settlement of industrial differences. In 
the current century employers and employees. are. paying tri­
bute to the idea of arbitration and conciliation IS the means 
of settling industrial differences ratber tban strikes and 
lock-outs-4he recognised weapons of figbt. In 1919 Grelt 
Britain passed the Industrial Courts Act which provided for 
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the reference of industrial disputes to a tribunal set up by 
the Government. Though the award of this Court was not 
legally enforceable, it was thought that public opinion would 
be alienated from the party that showed an unjustifiable 
attitude. 

With the passing of the Industrial Courts Act in Great 
Britain, the Government of India contemplated the establish­
ment of an analogous machinery in India. The local 
Governments, however, did not approve of the proposal as 
the industrial conditions of India were widely di vergent 
from those prevalent in Great Britain.' 

On the 30th July, 1921 a Bombay miIJowner, Mr. J. B. 
Petit, carried a resolution in the Bombay Legislative Council 
asking for the appointment of a Committee to consider and 
report uponthepract~cability or othewise of creating suit­
able machinery for the prevention and early settlement of 
labour disputes. This Commit·tee recommended the setting 
up of Courts of Enquiry and Conciliation Boards composed 
of three members from each side, with a neutral Chairman 
selected from a panel maintained in the Labour office. It 
'was expected that after the enquiry, public opinion would 
have some effect, but iIi case it did not, the Conciliation 
Board was to be brought into use. Such Courts were t{) be 
'given a statutory authority but their decrees were not pro­
posed to be mandatory. In Bengal also a Committee on 
industrial unrest recom mended the estabildhment of Boards 
of Conciliation for public utility services and the formation 
of Works Committees. The object of the latter was to 
bring to the notice of the employers the grievances of the 
employees so as to enable both parties to disc)lss mutual 
-differences. The idea of the Panchayat as an agency for 
settling social and communal affairs is familiar in India 
and the Committee thought that a joint Works Committee 

1 B, N. Gilchr:ist, ProM Shari., and Co-pa.lDel1lhip, p. 881. 
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organised on proper lines would lie simply a Panchayat 
for regulating industrial affairs so far as they concerned 
themselves.' It is, however, to be observed that no earnest 
attempts were made in India for the establishment of Works 
Committees. The Bombay Government advocated legisla­
~ion after 'he Canadian Act of 1907. The essential feature 
of this Act is that, in disputes arising in connection with 
certain vital industries, no strike or lock-out could be law­
fully declared until the dispute had been dealt with by a 
Board of Conciliation and Investigation. The Act was 
made applicable to mines and public utility industries, in­
cluding "railways, steamship, telegraph and ~Iephone lines, 
gas, electric light,. water and power works." The results of 
this Act were 811lutary. Sir Alfred Mond points out that 
450 Boards were constitutl>d under the Act during 1907-26 
and in all but 37 of the disputes :the threatened strike 
was averted or ended through the instrumentality of the 
Act! 

The Government of India at first did not approve of the 
suggestions made by the Government of Bombay as trade 
unions in India were in their infancy. The situation how­
ever brcame serious in 1925 when there was a strike in 
Bombay resisting the proposed reduction of wages. The 
~eral strike in Great Britain in 19'26 was viewed with 
alarm and Government recognised that definite steps were 
imperative if serious disastera were to be averted in future. 

In 1928 the Trade D~sputes Bill was introduced in the 
Legislative Assembly. h was emphasised by the Hon'ble 
llr. MacWalters that trade disputes between employers and 

I koport .. &I .. ('_tail.. _ IlKluoriol u_ .. lIeD"., .. I. Boo B. 11. 

Ilo..-... , -. .ri ..... ~ p.2Ul.lb. GiIdIrio& .. ,. "'ne ~ • 
.. .. Booc-I c;....._ ..... w...... ('_tail,"", .- loa _.I ....... 
r.loiW." 
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workmen did not concern employers and workmen only but 
concerned the public also and involved an obligation on 
Government. ~'he object of the Bill was, therefore, to pro­
vide a machinery by which Government would he enabled to 
intervene as early as possible in cases of trade disputes. it 
was provided that the machinery might take the form of the 
appointment of either Courts of Enquiry or Boards of Conci­
liation. There is no idea of compulsory arbitration but the 
'sole aim is to bring publicity and the force of public opinion 
in sh?rtening'trade disputes. The provision for two types of 
machinery was thought justifiable because in differing 
,circumstances' of different strikes and troubles they would 
require different treatment. It was recognised that greater 
reliance. would be placed upon Boards of Conciliation formed 
with the aid of employers and workmen and Government, 
with a view to avoid suspicion and minimise resentment 
and discontent. 

Another feature of the Bill was that a strike in a public 
utility service would not be legal until a month has elapsed 
from the announcement of its intention. This differential 
treatment of public utility services' ~as based on the 
Canadian Act with a view to afford protection to the public. 
It was designed to prevent lightning strikes endangering 
health, safety and welfare of the cOlJlmuoity, as also to afford 
opportunity for settlement by enquiry and negotiations. 
Lastlv the Bill declared a general strike illegal following the 
British Act of 1927 and a general strike was defined as one 
that had an object other than or in addition to a trade 
dispute with which the industry concerned and desigued or 
calculated to coerce the Government.' The Bill was wel­
comed by the employers but the labour leaders disapproved 
of some of its provisions though they accepted the principle. 
It was'contended that under the British Industrial Courts Act, 
Conciliation Boards could be set up only on the application 
of oue of the parties but in the Indian Act Government was 
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given the liberty and option of setting up such Boatds. 
Further in the English Act the consent of both parties to the 
arbitration was required but in the Indian Act it was 
absent. I The differential treatment of the public utility 
industries was resented, though unreasonably. Further, the 
provision against a general strike was characterised as a 
retaliatory measure against the trade union movement and 
in the Indian conditions there was no emergency for a 
measure of this kind. It is to be observed, however, that it 
is more reasonable to have powers to deal with a situation 
beforehand rather than seek power when an emergency has 
actually arisen. The Bill embodying the above provisions 
was passed and became known as the Trade Disputes Act of 
11l211. With the passing of this Act an important chapter 
in the history of post-war labour legislation was closed. 
It is for the future to demonstrate what success the Act 
would attain in dealing with industrial strikes, but it may 
be hoped that labour leaders will have the good sense of 
taking full advantage of the Act if they desire to avert a 
serious situation or to minimise the severity of distress. 



CHAPTER IX 

ROADS AND RAILWAYS. 

The development of railways is perhaps the most epQch­
making event of nineteenth century India. 

Road, aDd lWlway.. d h No factor has so profoundly affecte t e 
economic and the social' life of the country as the railways. 
Trietschke remarked about Germany that the railways 
dragged the country from economic stagnation and this view 
can be applied to India with greater emphasis for India is 
ten times as large as Germany. I That the different pro­
vinces of India were in economic isolation before the advent 
of railways is beyond dispute. The three big navigable 
rivers were the highways of internal trade. Tbe roads were 
imperfectly df;lveloped and many of them were impassable du­
ring moonson months. On these roads the bullock carts and 
packhorses supplied the only means of cnrrying merchandise. 
The growing commerce of the country riveted the attention 
of the Government to the improvement of r.lads. The East 
India Company were interested in the export of raw cott{)n 
to China and Great Britain. There were complaints that the 
article suffered great deterioration in quality durir>g transit 
from the interior to the port of shipment. There was 
another object which made the development of roads an im­
portant public question. The acquisition of territ{)rial ., 
possessions by the East India Company. raised the question 
of the movement of troops from one part of the Company's 
possession to another. In the first hall of the nineteenth 
century the Company's engineers devoted themselves to the 



ROADS AND RAILWAYS 273 

oonstruction of roads, 1 ami this important branch of public 
works was placed under the military board, 

During the administration of Lord Dalhousie the 
Military Board was suppressed and the Department of Public 
Work~ was constituted. This Department undertook big 
projects such as the Grand Trunk Road. But with the 
question of railway development coming into prominence, 
the construction of roads became a matter of secondary and ' 
paroohial importance. Attention was, how~ver, ooncentrated 
on the construotion of feeder roads and tbe trunk roads were 
in some oa~C9 allowed to go out of repait·, The task of road 
development fell mainly on local authorities who were in 
m~ny oases halldiMpped 0111 account of inadequate fiMncial 
resources. Nevertheless considerable progl'ess was made iii 
this direction. Thus in 1880 Riohard Temple estimated 
that there were in that year no less than 20,000 miles ot 
metalled roads in India while in L927-28 there were 59,000 
miles of surfaced roads.' 

The dev~lopment of large scale industries in every in­
dustrial oJuntry Wll3 conditioned by the improvement in tbe 
means of transportation and communication. The modern 
looalis1\tion of industries primarily depends on the rapidity 
and efficienoy wi th which good~ can be marketed io distant 
countries or localities. The industrial revolution largely 
hinges on the rBvoll1tion in transport. In Great Britain the 
first pbilSe of the industrial revolution was cnmplete during 
a period when the improvement in the means of transpor~ 

was ellecte,i by the cOlutruction of navigable canals. With 
the advent of raihvays. tbe canals lost their impor~"\Dce. In 
18i!5 was opened in England the fir~t rail way - ~he Stockton 
and Darlington Railway, and in 1830 was opened the 

I .. Dori.., ,"" loot _"'" .... prior \0 1M i._;OIl of ail .. ,., ..... a-
of .... 11 .... brideMl ................ eendrti ... -in ........... &.be 
... poni ..... of aailit.., ..,-." ~ of Il1o Baad De 'i , I Oee-it ...... L 
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Manchester Liverpool Railway. The locomotive between 
1830 and 1840 passed on to the Continental countries and in 
the early forties a railway mania developed in England. 

The promoters of railways in Great Britain turned their 
attention to India in 1844.45, when several 

Bej!innings of rsil. applications were made to the Court of ways mInd ••. 
Directors for the construction of railways 

in India. In 1845 the E~st Indian Railway Company was 
floated and other companies followed suit. The Court of 
Directors were, however, diffident about the success of 
railway ventures in India on economic 3S well as 
physical and other reasons. In their letter to the Govern· 
ment of India, dated the 7th May, 1845, they observed : 
" The advantage of railroads is available only where propor-

E I 
"" " tionat.ely large returns can be obtained to 

Bor y mlsgnlDgs. 
meet the great expense, first of construct-

ing and then working them. According to the experience 
of tbis country, by far the largest returns are procured from 
passengers, "the least from the traffic of goods. Tl.Je condi· 
tion of India is in this respect directly ~he reverse of that of 
England. Instead of a dense and wealthy population, the 
people of India are peor and in many parts thinly scattered 
over extensive tracts of the country. But on the other hand, 
India abounds in valuable product~ of nature, which 4re in 
a great measure deprived of a profitable market by the want 
of cheap and expeditious means of transport." It was, 
further, apprehended that there were very serious difficulties 
in the way of construction and maintenance of railroads in 
India. Periodical rains and inundations, the continued 
action of violent winds and tbe influence of a vertical sun, 
the ravages of insects and vermin upon timber and earth· 
work, the destructive effects of tbe spontaneous vegetation 
upon earth and brickwork and the lack of competent 
engineer!! were held out as 80 many difficulties tbat had to be 
overcome. The Court, however, admitted that wherever Tail· 
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road communication could be advnntageously introduced and 
maintained, it was eminently deserving of encouragement 
and co-operation from the Government and recommended an 
enquiry into the question by a competent railway engineer 
from Home. The Committee of engineers appointed to 
enquire into the feasibility of railway construction in India 
reported favourably. They observed that •• Rail-roads are 
not inapplicable to the peculiarities and circumstances of 
India, but on the contrary are not only a great desideratum, 
but with proper attention can be constructed and maintained 
as perfectly as in any part of Europe. The great exten' 
of its vast plains, which may in some directions be traversed 
for hundreds of miles without en(''()untering any serious 
undulations, the small outlay required for parliamentary or 
legislati ve purposes. the low value of land, cheapness of 
lab,1uf, and the general facilities for procuring building 
materials, may all be quoted as reasons why the introduction 
of a system of rail-roads is applicable to India." 1 The 

British railway Companies, however, were 
oi.I~:~:" BnaD- unwilling to embark on l·ailway ventures 

witbout financial assistance and the form 
of assistance demanded by them was that in addition to the 
provision of land free of cost, the Government should guarantee 
a lixl'd dil'idend on their capital outlay. It is, however. to 
be observed tbat the promoters of early railways in India 
were ignorant of the conditions of the country and the data 
upon which to caloulate the future traffic were imperfect. 
The density of population in the area through which the 

. alignments of the projected lines lay was higher than that 
of Great Britain, and though the people of the country were 
poor, there was no evidence of their disinclination to travel. 
As a matter of fact thousands of people undertook distant 
travel either for business, or for pleasure, or for pilwimage." 

• IIiopoI\ ollllo r ___ ol .... -. la11 _-,1816. 
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The apprehension as to the lack of passengers proved ground­
less even during the first three years of railway working. 

The Government of India were agreeable to the construc­
tion of rail Way3 in India by jointstock companies but they 
were opposed to a guarantee of interest. They did not 
consider it expedient that Government should guarantee any 
amount of dividend, either while the railway was being 
constructed or after its completion. The concession of the 
land to railway companies free of cost was the most appro­
priate and the only kind of assistance which the Government 
should lend to these companie'!.' The companies might 
experieooe a considerable difficulty in the purchase of lands 
required for railways and this transaction could be effected 
cheaply and easily by the Government. Lord Hardinge 
however differed from the opinion of his colleagues, and 
was inclined to grant the companies generous conCE'ssions. 
He said that the assistance to be given ought not to be 
limited to the land. The value of land was on the average 
£ 200 a mile' and the cost of construction would amount 
£ 14,000. He did not think that so small an encourage­
ment was commensurate with the advantages which the 
State would derive from a rapid and daily communication to 
Delhi.' The ·Sikh wars at this time brought the q uestion o~ 

mobilisation of troops into prominence and 
1o.0.0.ce of military rail ways beg~D 10 he viewed from a miH­

coDslderations. 
tary standpoint. Lord Hardinge remarked, 

.. The facility of a rapid concentration of infantry and artil­
lery and stores may be the cheap prevention of an insurrec­
tion, the speedy termination of a war or the safety of the 
1<1mpire. I should estimate, that the value of moving troops 
and stores with great rapidity would be equal to the services 
of four regiments of infantry." On military considerations 
alone, the grant of one million pounds or an annual contri-

t I.lter from lb. Go .... .,OD! of I.di. 10 !be Coort of Di-. lib MaJ. 184& 
• MiDote of Lon! Hardiog., glib 1u11. 1846. 



bution of 5 lacs of rupees _ may be "llIade to the great line 
when completed from Calcutta to Delhi.' 

The Court of Directors were prepared to agree to a 
guarantee of interest but the Board of Control objected 
strongly to the idea of a guarantee or at least until the Direc­
tors of the East IndIa Company were fully satisfied that the 
money could not be raised without it and then only for a 
period of fifteen years. The promoters were reluctant to 
accept these terms but their position was now strengthened 
by the representations of the various Chambers of Commerce 
who insisted on a speedy construction of railways. The state 
of the money market in England in 1847 made the raising 
of capital extremely difficult and the Court of Directors had 
to yield to more liberal terms. In 1849 the Court of lJirec­
tors entered into contraots with the East Indian Railway 
Company and the Great Indian Peninsular Railway Company 
for the construction of two lines-one from Cslcutta through 
the Gangetic plRin aud the other from Bombay through 
north-east. In 1850 Lord Dalhousie in his Minute on the 
subjeot of railway construction regarded the first raiJuy 
line as a great experiment and was anxious that it should 
prove a commercial succeBB so that the investment of capital 
in similar works in other parts of India might be encouraged. 
In 1El59 Kennedy in a memorandum impressed upon the 
authorities both to England and in India " the great im­
portance of the speedycompldion of such extensive railways 
in India as will form a grand connected system ... • He 
insisted on the necessity of guarding against the .. incon­
gruous errors of isolated action" by taking from a central 
point of view. a survey of the Indian Empire and on 
formulating a complete scheme before capital W8S laid 
out. 

1 )1'" ....... or Lori BordiJI&e, _I..,.. l8aS. • 1:......., .. 1( __ _ 
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In 1853 Lord -Dalhousie in a Minute, dated the 20th 
April, laid down the policy to be pursued 

Policy 01 Dalhousie. d' 
in the development of rail ways in In lao 

Large tracts of land were at this time brought under the 
rule of the Company with the result that a pressing need 
arose for the consolidation of these extensive possessions. 
He emphasised the immense political and military advan­
tages which would follow from the development of railways 
in India. "A single glance cast upon the map recalling to 
mind the vast extent of the empire we hold; the various 
classes and interests it includes, the wide distances which 
separate the several points at which hostile attack may at 
any time be expected; the expenditure of time and treasure 
and of Ii fe that are involved in even the ordinary routine of 
military movements over such a tract, and the co:nparative 
handful of men scattered over its surface, who have been 
the conquerors of the country and now hold it in subjection; 
a single glance upon these things will suffice to show how 
immeasureable are the political advantages to be derived 

-from a single system of internal communication which 
would admit of full intelligence of every event being trans­
mitted to the government under sll circumstances at a speed 
exceeding fivefold its present rate." 1 • Not merely was he 

Commercial and 
Social advantages. 

influenced by _ the military and political 
advantages in shaping the railway policy 
but the cqmmercial and social benefits 

which he visualised had also their share in influencing him. 
In the same Minute he wrote .. The commercial and social 
advantages which the country would derive from their 
establishment are beyond calculation. Great tracts are 
teeming with produce they cannot dispose of; others are 
scantily bearing what they would carry in abundance if 
only it could be eonveyed where it is needed. England is 

• 
1 MiD."'ol Lord D.Ihoa .... \10th April. 19M. 
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calling aloud for the cottOB which Iitdia does already pro­
duce in some degree and 1V0uld produce sufficient in quality 
and plentiful in quantity if only there were provided the 
titting means of conveyance for it from distant plains to the 
several parts adapted for its shipment. Every incretse of 
facilities for trade has been attended with an increaspd 
demand for articles of European produce in tbe distant 
markets of India." I He sketched out the trunk lines that 
should be constructed ifl India and pointed out that the 
selection of these lines should be dependent upon three 
considerationll-(a) the extent of political and commercial 
advantages, (b) the engineering difficulties which they might 
present and (e) their adaptation to Herve as a main channel 
for the recpption of branch lines which may be found 
necessary for special public purposes or for affording the 
means of conveyance to particular districts. 

The Governmen€ of India in accordance with the views 
Oon"I'IIO&ioD.1 expressed in this Minute recommended 

'''' .... liM.. (1) That a general system of railways 
connecting the several presidencies and constituting the 
greet trunk liues within thpm should be sanctioned and 
executed wi thout further delay. (2) That the trunk line in 
the Presidency of Bengal shouid be carried up the valley of 
~e Ganges to Allahabad and thence up to the Doab to 
Agra aud Delhi with a view to its being pusbed through 

• the Punjab westward. (3) That a junction line should be 
. formed between the above mentioned trunk line and the 
Presidency of Dombay. (ot) That a line to Kbandesh and 
a line to Poona should be undertaken. (5) That two lin1'8 
be construoted in tbe Presidenoy of Madras to connect the 
BOuth of India and lbe west of India.· 

The ronstruction of railways in India gave rise to 
three importantiBBuea-the agency by which it was to 

I Ilia.bo fIl LoI'II l'al ....... .,.. April. IlIA. 
1 ....... r.-lho s-.& fIlI",.",lho Coo It of ~ talo M.,.I_ 
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be undertaken, ·the financial assistance and control. It 
was contended by some responsible persons that railways 
in India should be constructed on behalf of the Govenr· 
ment . by its own officers who, it. was alleged, would 
execute the works with greater economy, efficiency and 
speed, than could be done by the agents of a railway 
company formed in and directed from England. Lord 
Dalhousie favoured the construction of rail ways by a 
Company under the supervision and control of the Govern· 
ment. Being imbued with the ideas of laissez taire, he 
would not have a commercial undertaking under the direct 
management of the State. He held that the creation of 
great public works was no part of the proper business of a 
Government.1 The question of construction of railway by 
the Companies being ~ettled, the only matter of importance 
Willi how to induce the companies to invest their capital in 
railway undertakings in India. It has' been noted before 
that the projectors found it impo~sihle to raise the necessary 
funds for theIr proposed schemes without the assistance of 
Government. Between ]849 and 1859 eight Companies 

G~arantte S,l!Item. 
were floated under a financial arrangement 
which came to he known as the Guarantee 

System. The terms of contract under 'this system may be 
stated as follows: 

(1) Land was provided by Government for all works on 
a lease for ninety-nine years. 

(:?) Interest lit 5 per cent. per annum to be paid to the 
Company on capital paid into the Trea~ury for ninety-nine 
years. 

(3) The net receipts from the railways were to be paid 
to the Government Treasury. If they amounted to le88 than 
the SUID due for guaranteed interest the deficiency had to be 
made good from the revenues of India. If there was a 

I J1.i~ut. of Lord llalhoUli •• 20lIl April, IS5ll. 
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surplus proia after paying ihe interest of 5 per cent. one 
haH of the surplus was to be applied to the repayment of the 
Bums previously paid by the Government on account of 
guaranteed interest and the other half to be added to the 
dividend of the shareholders. If the whole of the money 
advanced by tbe Government for interest shall have been 
repaid and discharged, the Companies will be enmled to 
tbe whole of the pro6ts. 

(4) The Railway Companies have the power of surren­
dering the works d any Lime after any portion of the line 
has been open for a period of three months, upon giving six 
months' notice to the Government, who would have to repay 
the whole amount that has been expended with their sanc­
tion on the undertaking. 

(5) Government has tbe power within six months after 
tbe expiration of 25 or 50 years from the date of the con­
tracts, of purchasing the railway at the mean market value 
in London of Lhe shares during the three previous years. 

(6) At Lhe expiration of 99 years, the land reverts to 
the Government and also the works if Lbe Company do not 
exercise the power of aurrendering before that period. 

(7) Tbe rates and fares are to be fixed with the 
approval of Gover~ent, and in the event of profits exceed­
ing ten per cent. the Government can order a reduction in 
rates. 

(8) Government to determine tbe route to be followed 
and had power to alter or to extend it. 

(9) Uovernment had the power of supervision over 
expenditure. 

(10) The Railway Companies are. bound under contract 
to convey the mails and Post Office servants free of charge 
and also military officers and IlOldiers at reduced ra&es. 

36 
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The financial responsibility undertaken by the Govern­
ment necessitated close control and 

r~~~~y.:""'tro1 over supervision over the affairs of the Com-
panies under such a contract. All 

questions of general importance had to be referred to the 
Government and under these were to be included, the 
general direction of each line, the position and the general 
arrangements of stations and work. All designs, estimates 
and indents, whether for works or for establishments were 
to be approved by the consulting Engineers who could 
reduce the amounts of indents, or require designs or pro­
posed operations to be modified ; with the stipulation that 
the agent of a Company could, if dissatisfied, refer matters 
for the decision of the Government. The constrnction 
of railways under this system was greatly delayed. The 
officers of the railways complained of excessive control 
over and interference with their affairs. In London the 
Court of Directors controlled the decisions of the Company 
through the official Director. In India the control was 
exercised by the Government of India th~ough their Consult­
ing Engineers. In 1857-58 the House of Commons 
appointed a Committee to enquire i'nto the causes of delay 
in the construction of railways in India. This Committee 
however came to the conclusion that though some cases had 
been cited in which the Government superintendence was 
productive of vexation and annoyance to the railway officials, 
.. no very material delay in the construction of the various 
lines has resulted therefrom." 1 They were further of 
opinion that though the machinery of supervision was 
cumbrous in order to protect the Indian revenue from undue 
expenditure, government control over the railway operatiolls 
was requisite and even valuable to the interests of the share­
holders themselves. 

1 Hepan oIlbe Commillee of 1868. 
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The guarantee system, under which the trunk lines 
of India were constructed came under review as soon as 
the capital accounts were closed and the Government were 
called upon to meet the guaranteed interest from their 
revenues, The guarantee being without limit on the total 
capital it led to a great extravagance of capital expenditure 
in construction, There was a direct inducement to the 
railway companies to spend as mucb money as possible on 
their works, instead of the exact reverse,1 There was thus 
no limit to the Bum that might lie invested in railways 
and so DO limit to the liabilities to which the extensions of 
such works under a system of guarantee might lead, 
Practically the Government was not very successful in 
keeping down expenditure and it led to the exercise of 
constant interference on the part of the Government with 
the railway companies' officers. In 1858 Lord Canning 
objeoted to the operation of the guarantee system and pro­
posed as a remedy that a strict limit should be placed upon 
the capital to be guaranteed for any undertaking and also 
upon the time to be allowed for its completion." Sir J. P. 
Grant, the then President of the Viceroy's Council, reviewing 
the railway policy of India strongly criticised the system. 
He expressed the view that the system was really the raising 
of money by a .. special publio works loan; but under 
oo'nditions the most .disadvantageous possible for the people 
who must be taxed for the payment. n the publio 
work on whioh the money is expended failed, the 
Government would have to bear the whole loss and the 
lender would be saved harmless; but if it succeeded the 
Government had no profit. the lender had the whole ... • 
Mr. S, Laiog opposed the Guarantee System on the ground 
that there W88 nothiog to induce the engineers and agents 

1 Daa_'. Be""" OIl ,"" Admiai_ 01 x..IiIII BoiI_, .. I_ 
t MiA"" 01 the 00_ a-.I. .... No_bv, l8IIS. 
• MiA. bJ Sir I. P. G ..... W. MtoJ,l8Sl. 
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of the companies to do their work economically and even 
the shareholders had the faintest possible interest in ii for 
they had their 5 per cent. in any case.1 

The advantages of private enterprise were neutralised 
by two factors, viz., th3t the management was non-residen~ 
and the data of cost and traffic were uncertain, but ye~ 
he thought this system was preferable to any other 
system. The Government, he thought, might be financially 
embarrassed and might not be able to raise funds, but in 
the case of companies capital could be had by means of 
calls and hence there would be continuity in policy 
and construction. Fqr this continuity io construction 
and for a close connection between India and the English 
shareholders he was inclined to hold the view that the 
Government should make a little sacrifice. 

The Government of India did not however endorse the 
views expressed in this Minute and were unwilling to in­
cur any further liability under guarantee. They suggested 
a definite change in policy in that there should be an annual 
consolidated railway loan, as the means of finding money, 
and a railway department at the Indi~ office as a means of 
keeping all the Indian railways in one view dealing fairly 
by each, and supplying the wants of each which would 
make the retention of companies unnecessary.' 

The question of the extension of the railways and the 
form of fiinancial assistance became 'he 

Policy of Bubsidy. 
subject-matter of considerable discussion 

in 1863-64 when the Indian Branch Railway Com­
pany submitted proposals for the construction of lines in 
Oudh and Rohilkhnnd. The Company proposed the construo­
tion of lines on the basis of a subsidy of £100 a· year per 
mile open for 20 years together with free land, with an 

I HiDaIe bJ Mr. S. Laia,. '"' April. 1861. 
S Deapatch fra .. GoftrDDIOIlI 01 Iudia ID Iba IIeoro&arJ "" 8t .... 1S81. 
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additional allowance for each largE! bridge. These terms 
have been described as the system of subsidy and they. 
involved no interference on tile part of the Government, 
except such BS is usual in all countries in th~ interests, 
and for the safety of the public, while it made it incumbent 
on the projectors in their own interests to complete the 
works economically and rapidly. 1 Before a formal 
contract was executed, the Company found itself involved 
in financial difficulties and was unable to raise the requisite 
capital. Their shares being at a great discount they 
approached the Secretary of State for financial assistance. 
In their letter, dated the 31st November, 1865, the 
Directors pointed out that in the continued depressed state 
of the share market, there would be but little hope of 
a further issue of debentures meeting with public favour 
unless offered at a great sacrifice . to the interests of the 
Company, and thllY would therefore look with confidence 
If to the liberality of the Secretary of State in Council in 
assisting them under their temporary difficulty." Tbe 
Secretary of State insisted on the execution of the original 
contract and was prepared to advanoe £63,000 at 5 per 
cent. for the completion of the Cawnpore-Lucknow line. 
But the failure of the Consolidated Bank put the Company 
into financial di fficuIties again and further pecuniary 
assistanoe was refused by Lord De Grey. In March 1861, 
the Secretary of Slate reverted to a guarantee of 5% and a 
contract on this basis was drawn up with the Indian Brancla 
Railway Company for the construction of railways in Oudh 
and Robilkund. It is worthy of note that this contract was 
quite contrary to the view held by the Government in a 
previous letter tbat if the Company did not find themselves 
in a position to comply with the execution of the contract 
and to prosecute their un.renaking with a fair prospect of 
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being able to raise the requisite funds, it would be far better 
.that the Government should take over the concern, with its 
liabilities as it stood at the present market value of shares.' 
The terms of contract with the Indian Branch Railway 
Company were more liberal than those under prervious 
contracts.' Under these new terms the grant of land was in 
perpetuity instead of being only for ninety-nine years. 
The guarantee was absolute on all, instead of only on 
approved expenditure. The State could purchase the line at 
any decennial period aIter twenty years instead of tweOlty-five 

n tee s and fifty years. The Government of India 
uuaran ,stem 

opposed on 1iD •• ci.1 took strong exception to these terms on 
gronndB. fi· I d L dL . ted naOCIa groun s. or awrence poID 
out that the extension of railways in India could not proceed 
without regard to the necessary limit to the sum that might 
be available annually from the Indian revenues for the purpose 
of paying guaranteed interest. He warned the Government 
that the re-opening of the system of guarantee would make 
many speculators advance schemes" under such patronage 
as they might secure" and unless preparation was made 
beforehand to meet such projectors, the- Government might 
find itself involved in undertakings for which it might 
regret hereafter. He. therefore, proposed a comprehensive 
survey of the probable future requirements of the whole of 
India in respect of rail ways. Sir~ William Mansfield; the 
Commander-in-Chief of India, also pressed that the extension 
of railways in India should be limited by financial considera­
tions. He held that some fixed sum should be appropriated 
by the Government of India from the annual revenues, 
within which· the payment of guaranteed interest should be 
limited, an extension of the capital only being allowed as the 
increase of the net railway receipts reduced the actual charge on 
the Government for guaranteed interest An enthusiast of 

1 Delpalcb hom lb. 8e_tal1·of Slate f .. India, 910& Decomber,l866 • 
• Minule bJ LoI1I L .......... 16tb A_I, 1867. 



ROADS AND RAILWAYS 287 

railway extension in the person of Mr. Taylor enunciated a 
novel financial dictum that" the interest cbarge should be 
taken out of capital or in other' words be paid by borrowed 
money and funded." No one having ordina,ry financial 
prudence could concur in such an unusunl view. Tbe 
payment of interest on the capital of the shareholders during 
construction was in itself objectionable from a business point 
of view but it was more so when it provided for the increase 
of the capital of a line yieldinl( no net revenue. When the 
Government of India were objecting to the extension of, 

railways in India on financial grounds. 
Nonhaoto'. ri..... Sir Stafford Northcote. the then Secretary 

of State for India. enunciated the policy 
that tbe extension of rail ways in India was not simply a 
question of profits .• II Lines which in themselves were 
perbaps unremunerative migbt be of the highest political. 
social and indirectly even of I(reat commercial value." 1 

These advantages be th()ul(bt would justify .. the principle 
that direct commercial success is not to be regarded as the 
one single test of their value." In any scheme of extension 
of railways in India some lines should be recommended 
chieOy by commercial and others chieOy by political utility. 

He proposed tbat the commercial lines 
I Ohaup of ...... 1· should be constructed by companies under 

the guarautee system but for the political clasa direct 
Government agency would be preferable. He endorsed tbe 
view of Sir William Mansfield tbat it mil(ht be posaible io 
ascertain a sum which should be taken as tbe limit of the 
annual charge which should be borne on Rnilway account. 
nnd thus to ostablish a system under which. in proportion 
as the revenues were relieved of tbe charge of old lines by 
their becoming self-supporting. Dew ones mil(bt be taken up 
in their place. . For the first time we find the Home Gove..1'Jl-
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ment incfined to a change in the policy of construction of 
railways in India by direct Government agency under certain 
conditions. With regard til the position of railways in 
India, Lord Dalhousie held that railways should be regarded 
as " national works" rather than private undertakings and 
this conception he thought would be a justification for the 
control which Government would exercise over railways, 
though not for actual construction. Sir J. P. Grant in 1857 
advocated the policy of State construction of railways.' But 
it was the vigorous criticism of Lord Lawrence to the 
guarantee system that revolutionised the railway policy in 
India and laid down the foundation for the construction of 
rail ways by direct State agency" He attributed the financial 
failure of Indian railways to mistakes or mismanagement in 
construction or to a line having beel) constructed in defiance 
of what prudence dictated. He was opposed to an iodefinite 
scheme of railway extension without considering its effects 
upon Indian '. finances. The policy hitherto has been to 
depend upon the probable growth of Indian revenues to make 
good all necessary charges for interest. In the railway 
policy an attempt has bean made to' encourage private 

I "1 ccmtead UlU, .here GovemmeDt is CODl'iDCfld til .. GO tbe higbe.' eomme~ial, 
socia1, military and politie&.l conaider&liiou.. a particular rail'll., j. frNtl,1t'aDted by 
tbe count.ry, and.ill be. if under &he ceoeral coD~rol of Gogernment., a di"', 
reruunerative work, it i8 no&; proper to leave it t.o aD1 let of ~ita1m. k» .. y .lIMber 
dle country shan have that ... ant supplied or n~. My own opiDioa ia IbM &he 
construction or. railway estanding beyond • m'll1" e5t.ate ought in eqry COIla"" to 
be treated in principle I •• natioD&l work. to be j.:d~ed aD aatioD.1 OODIidentioot.-' 

Mioute, dated &he 6th Mar, 1857. 
I LAd Lawrance obaened : .. Tbeliabilit7 of Lbe GoYeruaaent ~. perm.o.ent aod 

probably inereaaiDg ch.,«s 011 reQGae iI much ir.creued bl the arraoce: __ 
under whiob the GovernmeDt cao den" DO proliS Wbako'fer from &he JDOII; mcce-.fal 

rail •• ,. while it ...... 'be onl;'" lou of &11 ... which do "'" P01. Tbono .. DO ""' .. 
of prolil og'- I... io ahe GtneralD801 oha.. 0' IbeM Ino_ioaa. TIle "hole 
prolit , ... 10 &be Compooieo ODd lbo "hoi. Iou 10 \be _rallleD'- n lbono'_ 
folio .... aim,,", .. 0 piti ... certoiDlJ. &hal I""" .. ill bo 0 pormOoeDi chug. em lbo 
GoftIrameal for guoronleed iDIe_ .. 10lI(l .. \be p ... DI ~ eouiD-." 
Miaule. doled 'he 9th J ..... '1. 1869. 
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enterprise. The shibboletn of private enterprise was a mere 
camou8age. It was an abuse of language to describe, as an 
interference with private enterprise, what was really a 
refusal to support" private speculators" and to guarantee 
them from all possible los8 by the credit of the State or to 
allege that the investment of capital by private persons Was 
hindered by the Government executing works when private 
persons refused to do so at their own risk. If the construc­
tion of hnes waS undertaken by the State there would be at 
lea~t the same rate of interest on its loans, if not less, as in 
the cllse of guaranteed Comoanies together with the full 
advantage of any eventual snrplu~ income. Further, in so 
far as the Government would have unfettered discretion 
in the con~truction, it would almost certainly lead to 
a reduction of chargo in consequence of greater economy. 
AB t9 m:lDagem~nt there was no ground to apprehend that 
management by Government would be less economical than 
undor joint-stock companies having their boards in London. 
The suggestion of the Secretary of the State for India that 
the Government shluld take up all unprofitable lines and 
give all the pNfitable lines to private companies guarding 
the latter d the expense of the State against any possible 
loss, was undoubtedly quite unusual. The Secretary of 
State for India argued for this course that it was not desir­
able to depress tlie market of railway securities by the 
flotation of unprofitable companies as it would check the 
future progre:!8. To this view Lord Lawrence replied: .. In 
the interest of the Companies, the force of this argument 
is of course evident; aud if the Government had any suffi­
cient reason to improve the condition of the Companies at 
the expen~-e of the revenues Ilf India, there might be nothing 
further to allY on the subject" I He laid down the pro­
gramme Utat Ute requirements of India were for 15,000 miles 

31 
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and with an expenditure of £30 millions annually it might 
be possible to open 300 miles yearly and the requirements 
of India could be met in a period of about 30 years. lIe also 
emphasised the need for economy in the construction of rail­
ways in India. Hitherto the average cost of Indian railways 
was £17,000 per mile while the income of the very best 
line had barely risen to a figure sufficient to pay the guaran­
teed interest of 5 per cent. and that the average WIiS about 
3 per cent. .. AD extravagantly constructed line is per­
manently a financial failure. To a poor country like India 
this lesson is of exceptional interest." 1 This desire for 
economy led to an alteration in the gauge of the railways. 
Hitherto all railways were on the broad gauge system but 
the new railways were to be on metre gauge. 

The policy laid down by Lord Lawrence with regard to 
the construction of railways in India by the State was 
followed by Lord Mayo who emphasised that though the 
Uompanies did useful pioneering work, conditions of the 
problem so· changed as to justify .. modified methods of 
action." I While supporting State coostruction of railways, 
he kept the door open for private enterprise provided the 
"financial responsibility of the Go~emment was limited" 
and the protection of the public against the possible evils 
of an authorised monopoly was ensured. The Secretary of 
State for India approved of this policy with the remark 
that .. the Government sbould secure for itself the full 
benefit of the credit which it lends." • 

During the next decade railways were constructed in 
India by the direct agency of the State with capital raised 
chiefly in London. Among the Jines constructed or begun 
by State agency between 1869 and 1880 were the Indus 
Valley, the Punjab Northern, Rajputana-Malwa, Northern 
Bengal, Rangoon and Irrawady Valley, and Tirhoot. 

1 Ibid. 
I Deapat.eb from the Go ... rume", of lDdia,Uth II_b. UI89. 
~ Deep.teII from &b. i*m"'1 of S~t. forlodia,lMb Jal1.18641. 



· , 
291 

Under the terms of the guarantee system the Government 
could exercise the right of purchase 

te!tul'!';.~~ .1 , .. ,.... of a railway after twenty-five years. 
The State could exercise this right 

in the case of the G. I. P. Railway in J 875 and in accord­
ance with the accepted. policy of Stale construction and 
management they ought to have taken over the concern 
themselves. A considerable amount of interest was due 
from tne company on account of interest paid under the 
guarantee terms. To the utter surprise of the Government 
of [ndia. the Secretary of State for India entered into 
negotiations with the Company without any refereIIICe to 
them. for the deferring of purohase. The right of the 
GO\'ernlllent to the arrears of interest was foregone and s 
new contraot was entered into for the division of surplus 
profits above 5 per cent. in equal proportion. The Govern­
ment of India in their despatch. dated the 12th August. 
1870. pointed out that the concession by the Companies 
with respect to surplus profits was in ellect no conceesion 
at all; while on the other hand the surrender of arrears 
of interest and of the right to acqllire the lines after the 
first twenty-five years would mean a very serious loss to 
Government. They did not find any justification for 
this concession ss the credit of the Uovernment was never 
better. the undertakings of these Companies were nearing 
completion. and their stocks were at a considerable premi­
um.' But this protest was too lAte to influence the decision 
or the Secretary of State and new contracts on the above 
lines were first granted to the G. I. P. Railway and 
laler on to the Bombay-Baroda and the Madras Railways . 
.. The re~ull of these transactions," as Horace Bell says. 
II has anyhow been distinctly feIt in the financial position 
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of the Empire and there can now be no difference of 
opinion in the matter. The loss to the State has, on the 
other hand, been a very material gain to the shareholders 
of the first two lines above mentioned." I 

With regard to the East India Railway, a different 
policy was pursued. The Government of India exercised 
the option of purchase in 1879 and entered into a new 
contract with the Company for the management of tbe line. 
The purchase price of the line was payable in fixed 8nnui­
ties and the Company was allowed t{) leave £6,550,000 8S 
its capital In the hands of the Government on which they 
would receive 4 per cent. int.erest. The Company was also 
allowed one-fif&h of the surplus profits after payment of all 
charges including annuities. This contract laid down the 
basis of a new system in which the State and the Company 
worked on a co-partnership principle. This system, as will 
be seen later, raised important issues relating to the manage­
ment of state-owned lines by Campanies. From a financial 
point of view it is worthy of note that the Government of 
India paid annually Rs. 168,540 on an average during 1880 
and 1891 as fifth share of net profits. 

The policy of State construction of railways necessitated 
the borrowing of funds on Government 

Borrowiog iD the • 
LoD~OIl marko' limit- account 10 the London lioney -Market. 
ed. The continuous borrowing for railways 
and irrigation became a 8ubject-matter of comment and 
criticism, with the result that the House of Cammon8 ap­
pointed in 1878 a Committee to enquire into the question 
of East Indian loans. This Committee recorded its opinion 
that the expenditure upon rail ways and irrigation, though 
not remunerative in the aggregate, was on the whole bene­
ficial to India and that although considerable sums had been 
wasted and certain profitahle schemes undertaken, the policy 

1 Horace Bdll-R"ilway Policy ia India, p. 97 . 

• 



ROADS AND RAILWAYS 

of borrowing for productjve public- works might within 
certain limits be continued. They recommended that not 
more than £2t millions should be borrowed in anyone year. 
This limitation was thought to be justifiable because of the 
undesirability of adding to the sterling debt and the diffi­
culties incidental to the maintE'nance or effective control over 
the expenditure of vast sums of money by a central public 
department. . 

But tbe question of rail way construction in India 
at this timp assumed an important 

PamiDU .nd 'all_ . .. . 
way ..... lruoIiOD. pbase. Durmg 1874-78 India was vIsited 

by famines of unusual severity wbicb 
resulted in the death of more tban four millions of people 
and the cost of relief and the remission of revenue amount­
ed to eleven crores of rupeE'R. Protective measures against 
these calamities were urgt'ntly called for. On the one hand, 
there was tbe supreme need ror making the production of 
foodstuffs less uncertain by constructing irrigation works 
and, on the other. there was the need foI:. the improvement 
of tbe means of communication by which the sllrplus produce 
of one area could be rapidly and efficiently diverted t{) that 
in whit'h famine was impt'nding. 'I'he importance of 
railways as " preventive of famines was emphasised by the 
Famine Commission of 1878-80 in the following words:­
.. Had it not been for tbe lines of railways which traversed 
the famine area in ia77, the results to the population would 
have been vastly aggravated, so that, in many cases, there 
might have been a complete failure of food for a time. 
The effll$lt of the railways has been not only to reduce 
enormously the cost of inland transport but also to open 
up communications between distant provinces which were 
previously inaccessible to one another and tbus to add very 
largely to the available resources of all districts in times 
of diffioulty." 1 The Commission recommended that 5,000 

1 a.,.n .. 1M TMia" Pomiae r-m;';". 18'18-80, po 1611. 
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miles of railway were immediately needed and the country 
could not be held to be safe from such calamities until the 
Indian railway system could show an aggregate of 20,000 
miles. Many important schemes were projected but the 
financing of these schemes involved a very serious difficulty. 
The Afghan War led to the di version of the resources of the 
State to the more urgent needs of defence. At the same 
time limitation was imposed upon the borrowing powers 
of the State for public works. It was evident that a change 
in the policy of railway construction was necessary if the 
pace of railway development was to be hastened. The. 
Government of India diverted a portion of the Famine 
Insurance Fund which was created in 1818, to the con­
struction of protective railways and irrigation works on the 
ground that it either reduced or avoided debt, thus enabling 
the Government to borrow for famine relief when need 
would arise. But this policy was later on disapproved. 
In 1881 the Secretary of State for India, Lord Hartington, 
communicateci with the Government of India to revert to 
private agency for railway construction. He laid down 
that capitalists should be encouraged to. construct railways 
without any guarantee "on the exclusive security of the 
success of the undertaking." 1 But' if private capitalists 
were hesitating, some form of modified guarantee might 
be necessary. It was also laid down as a rule for (uture 
guidance that DO new line was to be undertaken unless 
there was good prospect of its proving remunerative; that 
is to say, unless it could be fairly calculated to pay within 
a maximum time of five years of being opened for traffic 4 
per cent. on the capital invested. 

It will thus appear that the policy of the Secretary of 
State for India was for the encouragement of productive 
railways but the Government of India viewed the problem 

I Deapalcb of Ibo -UJ 01 B,,'e lor Indi •• 1!'S1. 
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from 'he standpoint of famine protection. Tbe views of 
tbe Government were expounded by Sir E. Baring in bis 

Chong. of poIi"1. 
budget speecb in 1881. It was pointed 
out by bim tbat a cnpital expenditure 

of £2l millions a year was inadequate to meet the wants 
of India. He said, .. The lIeed for railway development is 
so important tbat I doubt whether Governmen' agency 
alone can adequately perform this task, and I hold that in 
any case it is not desirable that it sbould do so if private 
aj(8ncy can be found to undertake tbe work." 1 He appeal­
ed vigorously to private capitalists to undertake railway 
construction in India and emphasised tbat tbere was still scope 
for private enterprise and tbe Government did not want to 
create an artificial monopoly in its favour. Tbe Government of 
India \\ere prepared to aid private enterprise by making 
surveys Bnd estimates and supplying all necessary informa­
tion with a view to enable private individuals to judge for 
themselves whether they would invest their capital in any 
particular scbeme. Sir E. Baring was not in favour of a 
guarantee but the Government of India pointed out that the 
limitations imposed upon expenditure on public works by 
tbe Committee of 1878-79 permitted an expenditure of 
not more than 50 lakhs of rupees on famine lines, and with 
,bis small sum there was no hope of accelerating the con­
struction of wbat· was urgently needed, without dangerous 
delay except by entrusting their railway works to private 
enterprise under a safe and I't'asonable guarantee." They 
further proposed that the guaranteed interest on the capital 
of such railways should be a charge on the Famine Insu­
rance Fund. The t~rms which the Government of Iodia 
proposed were described as " limited guarantee." The 
Government should determine the direction of lines and 
if required make the necessary sun-eys. In addition \0 

I Pia_oIl1ao-. 1881_ 
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free land they proposed to pay interest on capital during 
constrllction and make up the net earnings of the line for 
a period of 5 years after the opening of the line to ensure 
an agreed interest. 

This dep2rture from the accepted policy of tbe Govern-
ment hrought private enterprise again 

A.si,ted Compa.i... into the field of railway construction. 

Under the system of modified guarantee the lines promoted 
were the Indian Midland, the Bengal Nagpur, the Southern 
Mahratta and the Assam Bengal. Witbout the assistance 
of the State were fio!tted the Nilgiri, the Delhi-Ambala­
Kalka, the Bengal Central and the Bengal North Western 
Railways. Of the unaided Companies, the first hecame 
bankrllpt and the second and third had eventllally to be 
given a guarantee. Under the terms of limited guarantee 
the Companies were practicaIly agents of the Secretary 
of State for India for raising loans who gave a guarantee of 
interest on thesllm 80 raised. "This system of railways 
is in fact state property, the Company being merely an 
agency for working it under stringent condition as to main­
tenance, supervision and power over r~tes and fares." I 

The Government gave a guarantee of 4, per cent. interest on 
the capital raised by the Companies and it was a charge 
upon net earnings. If there was any surpills it was to be 
applied to repayment of interest advanced by the Govern­
ment and therealtl>r of the surpills, three-rourths were to be 
paid t-o the Secretary of State and one-follrth to tlie Oom­
pany. The terms under which the Bengal Central Railway 
was constructed were however slightly different. The 
Company received a guarantee of 4, per cent. on paid-up 
capital during construction which advance was to be 
repaid with simple interest by the Company to the Govern­
ment by a contribution of half its net earnings over 6 per 

I &r.ce BeD-Bailor., PoIiq ill JDdia. p. l1li. 



ROADS AND R.AILWAYS 297 

cent. The terms of ptfrehase were,. that at the end of 
30 or GO yearQ. the Government would buy the uDdertaking 
at the rate of .£125 for each .£100 stock. These railways 
in the absence of a better terminology have been described 
as " assisted .. Companies. It is a misnomer to call these 
Compauies as instances of private enterprise. 

General Stratchey strongly disapproved of this reversion 
to guarantee system. He observed : .. I Bay without any 
hesitation, that the system of giving an ahsolute gusrantee 
on the capital has been productive of a very great waste of 
money. Not only has it been productive of waste of money, 
but it has also created", very valuable property at the ex­
pense of tbe taxpayers of India which has passed into the 
hands of third parties without their having incurred, in any 
80rt of way, any risk. Theirs wss not an enterprise. I say 
thot, according to my judgment, this ill an entirely unjusti­
fiable application of the reaources of India for tbe benefit of 
private peraons." 1 In 1883 tbe Government proposed in a 
despatoh tbat a publio works polioy in India must in a very 
gretl.' degree depend on tbe financial position. The conti­
nued filii in exobange necessitated a good desl of caution in 
the creation of fresh gold liabilities. They went 80 far as 
110 say that they would regard increased taxation as a greater 
evil than relatively alow progress in railway construction, 
more specially in ihe case of railways not required for 
famine protection. As a general rule it .... as held that the 
Government should only undertake tbe construotion of rail. 
ways which from their unprofitable character in a cammer­
e;al sense or other causes could not be msde by private 
enterprise. In 1884 tbe Home Government appoint«'d a 
Select Committee to re-examine the policy wbich sbou:d be 

pursued in regard to the extension of rail-
C-m_..r 18!N. ways in India. In 'be meantime the 

various Chambers of Commeroe pressed for a rapid extension 
1 • .we- W- 1M Be"'" o...iI ..... I ...... RaII~ 181M" .... 
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of railways in India. The trade of India was rapidly. ad­
vancing and the existing railways were incapable of handling 
the increasing volume of traffic. The opening of coal fields 
and the growth of i!Ilportant industries of jute and cotton 
were making increasing calls upon the services of railways. 
In con~idering the means by which a more rapid extension 
of railway communication might be accomplished the Com­
mittee of 1884 recommended the continuance of both 
agencies, viz., the State and private enterprise. It was true 
that the State could raise money more cheaply but .. the 

S
" d p. construction by the State would compel 
_toe au llvate 

enterprise recom· the Government to assume an onerous 
meDded. 

charge." 1 But at the same time the. 
i' emulation between quasi-private enterprise and Govern­
ment working would tend to promote economical construe .. 
tion." It is, however, to be observed that this cherished 
economy was meaningless, for con~truction by both agencies 
was under the direct supervision of the Government and the 
experience of the past years in regard to guaran teed rail ways 
was the reverse of economy. The Committee, further, re­
commended that the technical diRtinction he tween protective 
and productive works was not maintainable for they were 
based on estimates of cost and receipts which migM later OB 

prove to be wrong, and that" railways needed for protection. 
from famine or for the development of the country .be made 
as required whether they he technically considered prot«tiv8 
or productive." The distinction between protective lLnd 
productive works was the source of' another ireat evil. n 
was pointed out that this distinction hindered the applica­
tion of horrowed capital to the very lines which were most 
nel'ded as a protection against ramine and tended to cause 
unreasono bly sanguine estimates of many projected works 

1 Repod" \be 8e1eo& Commi_ OD IDdilD B.II".y., po 10. 
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to bring them into the produ"cti ve cl~ss" The Committee 
further recommended that the limit of borrowing fixed by 
the Committee of 1878-79 at £21 millions should be in­
creased to £3} millions but they disapproved of the sugges­
tion of the Government of India that int~rest on the capital 
outlay of the railways should be paid from the Famine 

Grant. The construction of important 
.m!raaab aDd feeder lines having bel'n completed a need was 

felt. for the opening of branch or feeder 
lines. The branch or feeder lines would be smaH concerns 
and the Government wanted to encourage the construction 
of these lines hy private companies. At the same time the 
continued fall in E!xchange which embarrassed the financial 
position of the Government made them reluctant to in­
crease their gold liabilities. In 1893 new terms were offered 
to prospective companies. Under these terms instead of a 
guarantee a subsidy was offered. This tcok the form of a 
rebate from the gross earnings of the main line from traffic 
interchanged with the Company's line so that the total profits 
of the Company should yield a dividend of 4 per cent. The 
rebate was however limited to 10 per cent. of the gross 
earnings from such traffic. But these terms did not prove 
attractive to the illvestol'$ and in 1896 revised terms were 
offered. Under the new terms, a Company was permitted 
\0 construc; approved branch lines and to pay interest out 
of capit-ai and waa allowed a rehate up to the full extent of 
the net earnings of the main line in supplement of its own 
earnings ro as to permit a dividend of Sl per cent. on ita 
capital. A few lines "''ere constructed on these terms but 
e\-en these conditions did not meet with much favour wilh 
the in\'eSling public. .. The reason for this," said Robertson, 
.. is perhaps to be found in the ract that the only lint':i 
which the Government were prepared to anow CompaniE'B to 

I 1W. p. U. 
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take up were those which were not expecte4 to be tbe mos 
relDllnerative and that they bave undertakep the constructiol 
of the most promising projects themselves or have reservel 
them for construction as State Rail ways." 1 

W Il have briefly surveyed tbe financial arrangementl 
G_~ 01 traffic. under which tbe railway ~ystem in Indil 

has developed. Tbis survey discloses tba 
Indian rail ways have developed under Q diversity of condi 
tiona ~he analogy to which is hardly. to be found in aD] 
other countries. There are in India St~tD 'ipes worked b, 
the State, St.ate lines worked by Companiea, Company line.! 
worke4 by Companies and Company lilies worked by thE 
State. By the policy of purchase, the Stllte has become thE 
proprietor 91 tbe bulk of the guaranteea lilies. Out of a 
total of 39,049 miles of railway the State is tbe proprietor of 
27,863 lDiles. Thus the nationalisation of railways which in 
many western countries is looked 00 with favour is in India 
aJmos~ ap accomplished fact. The following table indicates 
the growtb'of railways and the volume of traffic:-

1853 

1861 

1870 

1880 

1890 

1Il00 

1910 

1920·21 

1926·27 

Mileag •• 

22 

1,028 

4,182 

.../ 9,297 

16,4M 

2',744 

82,099 

87,029 

89,049 

"_Olen 
\miIJioa." 

... 
5'9 

17'1 

48 

114 

170'8 

871'5 

659'2 

604'8 

Good. 
(lII111ioo ...... 1. 

8'4 

10'4 

22'6 

45'5 

65'6 

81'6 

85'8 
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It will appear from the above figures that in tbo course 
of half a century India possessed nearly 25,000 miles 
01 railway. In the first quarter of the present century 
there has been an increase of 50 per cent. in milesj?e. 
The estimate of the Famine Commission that 20,000 
milea of railway would meet the requirements of India has 
long been surpassed. The important towns of India have 
been connected and the railway policy of the present ce~tury 
is influenced by the considerations of trade and industries 
rather than military lind famine protection which loomed 
large in the eighties. The phenomenal grollth of the 
passenger traffic has falsified the apprehension of tbe early 
projectors that there would be very few passengers to avail 
themselves of the facilities or railway travel. ~Imost every 
decade shows the number of passengers either trebling or 
doubling. 'rhere haa been similar growth in goods traffic. 
During 1880 lind 1926-27 the amount of goods traffic has .... 
increased fourfold. This is the period 1IIhich synchronises/. 
with a rapid development of the foreign trade of. India. The' 
radiation of the important trunk lines from ports has con­
centrated the hulk. of the traffic on these lines. The 
advantages wbich the rail way system of a country confers on 
it are too well known to need any mention. But it is beyond 
dispute that the economic prosperity of India has been 
largely conditiooed by the development of railways. Famine 
in the seose of an absolute shortage of food hlld been a thing 
of the past. The mobility of labour has been the direct 
oonBequeoC8 of the improvement in the means of transporta­
tion. The increased yalue which the raiyat now gets for hia 
products is due, directly to an expansion of demand which 
has resul~ from the cheapeniug of the weans of transporta­
tion. These advantagea are no doubt substantial but one 

way look back and ask at what cost these 
advantages have been secured. To the 

end of tbe m$t century there was an annual Joss amounting 
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in the aggregate to £51t millions. For the next ten years 
the State secured a small aunual profit ranging roughly from 
£100,000 to £1!- million. For the last few yearR the profits 
have been considerable averaging upwards of £4 millions 
per annum. The final result up to 1919-20 was a total 
profit of £44! millions against the loss of £51} millions in the 
earlier period.' It must however be admitted that the net 
profit is really larger than the figure represents, for the pay­
ment of annuities from revenue which is in. reality capital 
cannot be charged to revenues. But at the same time a 
considerable pOl'tion of the rail way capital represents good 
will of the companies created at the expense of the Indian 
tax-payers. The figure of loss was also larger than it is 
made to represent. 'rbe fall in the exchange value of the 
rupee imposed greater liabilities on tbe State for the dis­
charge of their gold obligations than are usually seen in the 
loss represented by gold. The percentage of profit earned by 
Indian railwa~s will be seen from the following table: 

Year. Capital P~taReo' 
(Cror •• of Ro.1 proS\. 

1900 829'4 4'90 

1910 438'9 5'46 

1920 658'82 4'74 

19_6-27 788'66 5'41 

In the present ('.cntury three important questionslelating 
to Indian railways have heen of considerable interest-iLl' 
allocation of funds for railway improvements and extensions, 
the management of railways whether by the State or by 
Companies and the rates policy. "The supply of funds for 
capital expenditure by railways has always been a vexed 
question. On the one hand there was a growing demand 

I Ropon of tho Aewort.b Cowwi"". 1~1. p. 80. 
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for capital for new lines and on the other, capital was needed 
for tbe improvement of tbe existing lines to cope witb tbe in­
oreasing volume traffic. The arrangement under which funds 
were provided for oapital expenditure came to be known as 

the Programme Syslem. Tbis system as 
Programme 81.101D. 

desoribed by tbe Mackay Committee was as 
follows: "Sometimes before the beginning of each finan­
cial year a statement is drawn up by the Government of 
India containing an estimate of tbe amount that can be made 
available for capital expenditure nn railways during the year, 
Dnd proposals as to the manner in which it shall be expend­
ed, whetber for the improvement of existing syslems, for 
progress on lint's under construction or for the commence­
ment of new lines. The estimate of resources includes all 
sums expected ttl be provided by the State from whatever 
source and all money expected to be raised by guaranteed 
companies. Tbis scheme of expenditure when sanctioned 
by tbe Secretary of State with such modifications 8S he 
thinks necessary becomes the railway programme of the 
year'" J The system of allotment of funds under this 
system was not merely uneconomical but wa.a the BOuree of 
constsnt friction.. No railwDY knew ~r was able to form any 
accurate estimate of the sum which would be allotted to it 
during a series of years. Further, as any unspent balance 
lapsed at tbe close"of the year the work in many ca8C8 .. had 
to be hurriedly proceeded with and rushed through in such 
a manner as to interfere seriously with its Rtisfactory 
execntion aD11 the expenditure of the money to the best 
advantage. ,. , It' ort.cn happened that grants were cut down 
during tbe year ~u$e the Finance Department had to meet 
illcrea.aed domands from otber departments or they might be 

J ....... of \he 101 ... ., o-.i_ .... U. 
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increased unexpectedly at a late stage in the year because of 
some unforeseen 'windfal!.' 

The Acworth Committee pointed out that the principle 
of lapse assumes that "a concern goes out of business on 
each 31st of March and recommences de novo on 1st of 
April." This system was not best adapted to the needs _of a 
great commercial enterprise whose SUCCP8S in no small 
measure depended upon a continuity of policy. "We cannot 
but feel," observed the Acworth Committee," that the 
authorities ultimately responsible for Indian railway finance 
have entirely failed t{) appreciate the position of the Indian 
railways as a commercial undertaking,'" This observation 
is borne out by the facts that there was no depreciation 
fund from revenue, and the appropriation of railway reve­
nues for general purposes. The absence of a depreciation 
fund hampered in no small measure the rehabilitation of 
fixed capital as the plant whose economic life was exhausted 
could not be replaced or written off, The exigencies of the 
Central Budget throttled revenue expenditure so much that 
the percentage of expenditure on programme revenue works 
to gross earnings fell from 6'1 per cent, in 1913-14 to 2'4 per 
cent. in 1918-19, The consequences of this underspending 
were that the net revenues of the State railways rose from 
4-54 per cent. in 1914 to 7'07 per cent. in 1918-19, and 
maintenance was allowed to fall in arrears. 

Even before the European war, the development of 
Demand lor de .. lop' railwaJs in India was not keeping pace 

.. tDt. with the demands of tr"de. But during 
the war the situation hecame extremely critical. The evi­
dence before the Acworth Committee disclosed the urgent 
demand for the expansion of the capacity of the different 
lines to handle the growing traffic. The Indian coal indu~ 

I _ OIlIlIlDiII .. •• Bepori, p. ill. 
, Re.,.,n of &he _ Committ .. , p. !IT, 



ROADS AND RAILWAYS 

try was put ill an unusual difficulty for shortage of wagons. 
Other industries were subjected to the same handicap. 
Tbe Acworth C.ammittee, therefore, expressed the opinion 
II Tbat the railway development and the economic develop­
ment of India have been starved is not the only charge 
which we are compelled t.() bring against tbe system of 
financial control to which tbe railways have been subjected:' 

The only way of escape from tbe situation that arose 

Be , 01 •• during war was tbe separation of the pa .... K)D ral· 
•• , buds·' hom g.... railway budget from the gent'rsl budget • 
... bud,.&. 

Tht' reasons for the separation of tbe rail-
way budget from tbe general budget may be stated as 
fllllows: 

(1) Thot it is impossible to provide for the propt'r deve­
lopment and efficient working of a continuous commercial 
concern by means of an annual budget system which 
implies tbat the conCt'm ~ out of business on the 31st 
Marcb and starts again on the lst April; that even allow­
ing for e:lemption from the principle of lapses at the close 
of each year, Raihvay Budgets, if incorporated in tbe 
general revenues, must in a large measure assume the peri­
odical rigidity of the central budget and share in the vicissi­
tudes of general revenues, wbereas in a commercial nnder­
taking like railways it is of the first importance that expan­
sion and contraction of expenditure should follow, on a JIlore 
elaatic basis, the policy and financial circumstances of tbe 
raiJ\\'ays tbemeeh-es witbout undue limitation in regard ill 
pt'riods and dates. 

(9) That. so long as the two Budgeta are combined 
tbere is always the risk tbat railways will come to be 
subsidised ou\ of general revenues. 

(3) Tbllt, c:onversely, since a considerable portion of 
nilway expenditure recurs in cycles, the whole of the 6.CC!'S 

of revenue over t'xpt'nditure in years in which expenditUR 

39 
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is low, is diverted to meeting the cost of other heads 
of expenditure, and nJ reserve is kept to meet the heavy 
railway expenditure in years when expeDditure is high. 

(4) That the railways can only be expected to work to 
a definite net return over a period of years and that this 
iIlvolves the complete separation of the Budget.' 

'(5) That from the point of view of the central budget, 
the inevitable, fluctuations of railway revenue are a great 
disturbing factor and that separation is the only means of 
securing some measure of stability.l 

The problem of the separation of the railway budget 
from the general budget raised the impor-

Contribution from tant question of a contribution of reve,nue railway •. 
by the former to the latter, The Acworth 

Committee expressed the view that the only payment by 
the railways to the general exchequer should be the interest 
on the deht incurred by the State for railway purposes. 
But it is worthy of note that in earlier years, the railways 
were subsidised from general revenues and when they have 
beeD placed on a paying basis they should in all fairnesq 
afford some relief of taxation in the central budget. On 
t-bis point the Committee said: " We have no wish t.o express 
a positive opinion. though we think there is much to be 
said for letting bygones be bygones.'" They further said' 
that 1;.- the Railway department once it has met its liability 
to its credit.ors, should itself regulate the disposal of the 
balance and should be free to devote it to new capital pur-
1>05(,S or to reserve or to dissipate it in the form either of a 
reduction of rates or improvement of servi('es." ',This 
"iew of the Committee, it must be admitted, does Dot carry 

1 JI.morlDdum au !be _no&ion ., tho Boil.a1_ !be 0.-1 l'iD_ Bet 
Ropo" 1m Jodi .. _0;,0, 1921).lH. P. 86. 
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conviction. If railways are to be run on commercial lines 
tbereili no valid reason why tbey sbould not yield some 
profits to the relief of the central excbtlquer which takes tbe 
risk and ultimate financil\l responsibility. There is, however, 
another point that should not be lost sight of. The 
aggregate net gl\insln the nine years (1915-16 to 192::1-24) 
amounted to 58'63 crores. But' though this figure was 
considerably swelled on account of a curtailmejt of revenue 
expenditure, yet the annual average surplus would baye been 
at least 4'16 croreslDaking allowance for the necessary revenue 
expenditure. The central Government could not forego this 
revenue without serious dislocation of their finance, and con­
sequently a convention was adopted fixing tbe liability of the 
railways for a definite oontribution to the central exchequer. 

It was propased by the Government that the contribu­
tion should be " sum equlIl to five-sixths of 1 per cent. on 
the oapital At charge of the railways (excluding capital con­
tributed by Companies and Indian States and oapital expen­
diture on strategio rail ways) at tbe eud of tbe penultimate 
finallcial ) ear plus one-fifth of any surplus profits remaining 
after p"yment of this fixed return, subject to the condition 
tbat if in any ytl&r railway revenues are insufficient to provide 
t\,le peroent~ge of five-sixtbs of one per cent. on the capital 
at charge, surplus profits in the next or subsequent years 
will not be deemed to have accrued for purposes of division 
until lIuch deficiency has been made good. From tbe con­
tributions so fixed will be deduo\ecl the loss in working, and 
the interest on oapital expenditure on, strategio lines. 

Any surplus profits that exist afw payment of tbele 
charges shall be available for the railway administration to 
be utilised in 

(0) forming resenes for-
(i) equalising dividends. that is to say, for securing 

the payment of the pel'\lf'nwge contribution to tbe 
general QlvenDeS in lean years, 
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(ii) Depreciation, 
(iii) writing down and writing 01I capital; 

(b) the improvement of services rendered to the public; 
(c) the reduction of rates. 

These proposals were however slightly modified by the 
Legislative Assembly in their resolution adopted on the 20th 
September, 1924. There was a general agreement that the 
railway finaJtt:es should be separated from the general 
finances of the country and the general reVl'nues should 
receive a definite annual contribution from railways, which 
should be the first charge on the net receipts of railways. 
With regard to contribution it was agreed that it should 
be based on the capital at charge and working results of' 
commercial lines and should be a sum equal to 1 per cent. 
on the capital at charge of commercial lines at the end of 
the penultimate financial year plus one-fifth of any surplus 
profits remaining after the payment of the fixed return. 
AIly surplus temaining after this payment to general revenlll'S 
was to be transferred to a railway reserve; provided that if 
the amount available for transfer to 'the railway reserve 
exceeds in any year three crores of rupees only two-thirds of 
the excess over three crores should be transferred to the 
railway to general revenues. Th~ net contribution of the 
railways to general, revenues under these arrangements was 
as follows: 

1924·25 

1925·26 

1926-27 

1927·28 

6'78 (crores) 

5'48 .. 
6'01 

6'30 

.. 
.. 

The separation of the railway budget from the general 
budget did not contemplate an absolute financial indepen­
dence or the railways. The Acworth Committee while 
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advocating finRncial independence assumed that the railway 
budget would continue to be voted by the Assembly so as to 

. enable it to exercise an effective check over its activities. 
Government have instituted a standing Railway Finance 
Committee of the As~embly for the scrutiny and approval of 
all railway expenditure. Tbe recommendations of this Com­
mittee are to be approved by the Assembly. 

Two other questions which have been most widely dis­

B.Ie. Polic.Y. 
cus~ed in recent years are tHe rates policy 
and the mnnagement of railways. The 

question of railwRy rates is a highly technical one. From 
the standpoin,t of the development of the industries of a 
country, its in8uence cannot be overestimated. The diver­
sityof management, the existence of foreign interests, and 
the considerlltion'l for l'Cvenue have given rise to a compli­
cated system which is injurious to the interests of industries. 
An analysis of the Indian railway traffic discloses that it 
has flowed in two streams-raw products moving towards 
the port for export and imported manufactured articles 
moving up oountry from the ports. It hns been urged that 
the rates policy has encouraged this ~ort of traffic at the 
expense of the locnl or inter-provincial trade. The Indian 
Industrial Commission pointed Ol1t that" many inequalities 
have arisen between goods for export nnd importt>d arliries on 
the one hand and goods for internAl use or locally manufactur­
ed articles on the other, in areas where railways compete with 
one another or with water transport; and speaking generally 
favourable rates for raw produce moving to the ·ports bave 
resulted." I Tbe Indian Fiscal Commission also received a 
mass of evidence to tbe effect tbat tbe rates policy in India 
was designed to afford an .. encouragement to tbe export of 
raw malerials and to tbe import of foreign lI)anufactures to 
tbe detriment of Indian industries, whil'b oft(>D bave to pay 
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what are often described as unfair rates both on their raw 
I materials transported from otht'r parts of India and on their 

~manufactured articles despatched to the various markets," 1 

and they held that theHe complaints were not without found­
ation. The Acworth Committee also pointed out that "un­
questionably low exceptional rotes exist for traffic to and 
from ports, especially the great ports of Calcutta and 
Bombay."· The Indian Industrial Commission instanced 
the case of hides in which port rates were 50 p.c. lower than 
the internal rates and this affected prejudicially the Indian 
tanning industry. The competition between the different 
rail way systems has also been responsible ror the lowering of 
rates to ports with a view to divert traffic from one Indian 
port to another. An instance of tbis attitude lies in the 
, block rates' or higher mileage cbarges for sbort lengths 
imposed on traffic moving from a station near a junction 
with another system towards the junction, in order t{) travel 
n much longer distance over that other system. The system 
of block rates· thus retarded the development of trade and 
commerce on natural lines and facilitated artificial diver,;ion. 
Long-distance traffic is considerably hampered under another 
system known as the 'scale' or 'taperi~g' rates. Under this 
system each railway treats the length on its system as the 
sole basis for its charges, irrespective of the total lead, and a 
consignment which divides a journey of 300 miles equally 
between three railways only obtains the mileage rate appli­
cable to a lead of 100 miles. 

Indi!lll industrialists have been insir.tent on a thorough 
reform of the rait's policy with a view to develop th~ indus­
tries of the country. The case of Germany is put forward 
as an instance where a judicious rates policy has contributed 
in no small measure to the industrial development of the 
country. The vast extent of India, and the uneven distribo-

I Bepor~ of the Indian Pi..,... Comrniuiop. p. 78. 
• IIeporl 01 t.bo Aaworib CommiUeo, po.a. 1150. 

• 
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tion of her natural resources- have made this problem still 
more important. As Sir Ibrahim Rahimtoolla, said, " It 
appears to me that railways are one of tbe. principal means 
by wbich substantial encouragement can be given to tbe 
growth of industries in tbe inferior of tbe country." 1 The 
Tarilf Board in the course of their enquiry into several 
industries drew attention to' the h~ndicap imposed upon 
Indian industries on account of heavy freigbts on raw 
materials and coa!.' Government of India, however, have not 
a~reed with the Indian public on tbis subject. As the Hon'ble 
Mr. Clark said: "If you once decide tbat tbe railwaya 
are to be used as a means of promoting and encouraging 
industry, you will have abandoned the commercial basis and 
it seems to me that you must be prepared for possibly a 
severe loss in your revenue which will have to be made good 
in otber ways." Tbe SBme view is entertained by the Railway 
Board wbo observe in a letter" Conce sions in rates which 
will not even in the lon~ run prove remunerative, amount to 
a subsidy; that subventions in this form are open to obvioua 
objections and that they are cert~in to nitaet very seriously 
the revenue from railways."· The Indian Industrial C{)m­
mi~sion laid down three principles that should guide the 
railway rates policy in India: 

(I) Tbe governing principle which, W('t think, sbould be 
followed in railway i'ating. 80 flU as it aitacts industries. is 
that internal traffic should be rated as nearly as possible on 
an equality with traffic of tbe same class Dnd over similar 
distances to aud from tbe ports. 

(2) Tbat railways should accept the principle which is 
followed in sowe other parts of the world, that a consigo-

1 PtGc.di_ "' .... LociolUi .. Cloome .. '''Il10 G .... _ ao-u.llll5. p. m. .. 
RoooIQ_ " Soole .... _, '" Boih."1Wo . 

I 800 Ito ..... , aD Paper .114 Oeal"" 1114_. 
''''_ No l88. ftllo 1_ 191a,' 
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ment travelling over more than one line should be charged a 
singlJ'l sum based on the total distance. 

(3) That favourable consideration should be given to. 
new industries in cases where tbe investigations of the 
Departmen~ of Industries show this to be necessary, by the 
grant of low ra,tes for a term of years. Though these prin­
ciples were enunciated long ago very little has been done in 
this direction. The Acworth Committee recommended the 
establishment of a Rates Tribunal like tbe Rates Advisory 
Committee of Great Britain to deal with the cases of undue 
prj!ference or unreason8 ble rates. In accordance with this 
recommendation a Rates Tribunal has been set up in 
India consisting of an expprienced la wyer as Chairman and 
two lay members, and it is hoped that the whole system of 
railway rates will be placed on a much sounder foundation, 
and there wiII be little fear that tbe railway policy will 
adversely affect the industrial development of the country. 

The question of management of Indian railways has not 

Management of 
R&ihraya. 

been free from controversy. In Great 
Britain and the United States, railways 
have been construct~d, by private com­

panies without any financial or otht'r advantage from 
the State, and the management· of 'these railways 
has been left to the companies without considerable 
interference from the State. except what was required in 
the interests of the public to safeguard thl'm against mono­
polistic disadvantagt'. The practice on the contint'nt has 
however been different where State and private t'nterprise 
have participated in railway construction and management. 
It has been seen that India in this respect followed the 
cOntinental system rather than the British or the American 
system. The Indian system, however. differs from the con­
tinental system in that these companies were floated in 
Great Britain. Further though the State is the proprietor 
of two-thirds of railway mileage in India nearly balf tbe 
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total mileage was entrusted to Companies for lIlanage~erit. 
The system of Company management of State-owned 
railways originated as we have seen with the East India 
Railways in 1880. It was urged at that time that there 
Wtlre .. distinct advantages in keeping in touch through the 
London Boards witb British manufacturers, witb British 
Consulting Engineers and with tbe London Stock Exchange 
as also in maintaining an agency in London for the recruit-

'ment of the European railway sta1f." It was also claimed 
tbat the techniCal and expert knowledge of the Directors 
would be helpful in the initiation of new schemes and in the 
improvt'ment and the development of the railways'Under their 
control. . But these arguments, however, ·lost· considerable 
force with the acquisition of experience by the State Officers 
in the management of State railways. There is, however .. 
a strong argument in favour of Company management in 
tbat it conducts its busines .. with more enterprise, economy 
and flexibility than are found by experience to be attained 
in businesses managed by the State." 1 But Companies 
managing tbe railways of India are not Companies in this 
I1Cnse because they are not the proprietors of rail ways 
bot are merely managing agents. The question of company 
management of Indian railways was discussed in all its 
aspects by the Acworth Committee bot they were divided 
on tbis subjl'Ct. Tbe chairman and four other members 
have condemned the Company system of management. 
They observed: II Our experience and investigations in India 
Itave led us to tbt' quik' definite conclusion th'd t be system 
has never worked satisfactorily and cannot be made to' do 
so, The maD8~ment of tbe undertakings is nominally 
entrustro to the several guaranteed companies. We say 
• nominally' for the Government feeling itself to be the real 
owner and ultimately responsible. nol only financially but 
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also morally and politically, for the policy pursued, has 
always refused to leave any initiative in their hands. "1 The 
Companies have no real control over management 3S every 
case involving expenditure is subject to the sanction of the 
finance department. The conclusion of the Acworth group 
;.s that "the guaranteed companies do not possess the 
essential attributes which belong to a Company." On the 
other hand, if the policy of a Company is unprogressive 
Government can do very little to introduce improvements. 
The Government of Bombay were distinctly in favour 
of State management of railways in India. They 
observed .. That State control in a vast developing country 
like India is more s,ltitable than Company control because 
the State will be inclined not to look so much at immediate 
profits for shareholders as to the satisfactory development 
of the various parts of this Continent." t 

The European .commercial Community in India are 
generally opposed to the State management of railways. 
Thus the Bengal Cha.mber of Commerce held, "The present 
system provides commercial and business-like administration 
'and secures the tax-payer a growing sOllrce of revenue which 
the valuable Indian railway properties yield. It also pos­
sesse3 to a great extent that elaSticity and freedom of 
working which are admitted t~ be associated with commercial 
undertakings." • This view is also maintained by the 
railway and commercial members of the Acworth Committee. 
They emphasised the dangers of democracy in the manage­
ment of vast commercial undertakings. Nor did they 
think would it be possible for the government to supply 
the necessary funds that would be required for the expllDsion 
of railways in India. They also quoted statistics of wOlking 
to show the superiority of Company.managed railways. 

I Brpori 01 &he Acworlb Committ ... p. GIl. 

I Let"'r 01 &be Bomba, Go ...... _&. Sib April. 1917. 
• Loiter flO. _11"1 Cbomb .. of COlDm ...... ~b 00101> .. , 1910 

• 
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Indian public opinion 'has insistently demanded state 
management of railways. Their al'guments.are based partly 
on economic and partIy on political considerations. Though 
the railways have been built up in India with publio 
subsidy, Indians have not been employed in higher 
appointments except to a very limited extent and have not 
been granted adequate facilities for technical training. It 
is also urged, that Company-managed railways are not amen.­
able to publio opinion and in the interests of the public they 
should be brought under the control of the legislature, 
Indians believe that Company management does not en­
courage the development of indigenous industries by suffi. 
eiently favourable treatment and that under the present 
system large profits are made in British interests. 

The Aewul'th gl'OUp of the Railway Committee having 
considered all the divergent opinions on the subject recom­
mended that in India II the State should manage directly 
the railways which it already owns." As a consequence 
of this recommendation Rnd the insistent demand of the 
public for State management of railways two important 
railway systems of India, t;i.z., the East Indian and Great 
Indian Peninsular were brought under Stale management 
in 1925. 

The subject of road development in India has again 
Oro.1ob 01 ¥.&or oome into prominence. This is due te 

TnDOpan. the rapid development of molor transport 
in India. Before the war the potentiality of the new method 
of looomotioo was realised. but arter the war its progress 
was phenomt·nal. Thus in 1913-U. 4,419 motor vehicles 
of all kinds were imported into India and in 1927·25 tbe 
number rose to ~5.950. The consumptiou of petrol in 
India increased from 4l willion galluus in 1913-14, to 
50 million gallons in 19:!7 ·23. Tbis rapid increase is 
largely due to tbe remarkable development of motor passeD­

'gera in the las' few ye&J'll. This development has taken 
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place not- oply in towns bilt in rural" areas also so that the 
l\~lVices often run on comparatively long distanc~s, 

In commercial towns motor transport for goods has 
I.a.tgely replaced -bullock carts. In hill areas where railway 
construction has not been economical, motor transport for 
goods is developing. It is to be -noted, however, that for 
16ngdistances motor transport for goods cannot compete 
with railways. There is thus no ground for apprehensioll 
tjlat the motor lorry will ever be a formidable competitor of 
railways so far as long distance is concerned. But with 
regard to passenger traffic the motor transport is partly com­
petitive and partly complementary. In many localities 
the motor service is enlarging the area frow which the 
railways draw their passengers, but on the other hand, in 
some cases, specially a short distance, circuitious journey by 
railways is being taken over by motor service. 

The development of mot-or traffic is revolutionising tbe 
road problem in India. There is a demand for an extended 
range of movement and for a "coherent system which will 
unite broken and disconnected lengtbs into a continuous 
whole." 1 The Road Development Committee while recog­
nising the importance of a networ~ of railways held that 
" It is indeed somewhat incongruous there should be nearly 
40,000 miles of railways in Indio, while the total mileage 
of surfaced roads is only 59,000_ .. • The development of 
roads in India is essential for the economic, social and 
political advancement of the rural population. The Agri­
cultural Commission pointed ou.t that difficulty of commu­
nications left the cultivator entirely at the mercy of the 
local dealer and made primary marketing costly" 

t Report of tile Road Deyolopment C<JIDmitlee. p. 18. 

t Report of tile Road Dnelopm ... ' Committee, I. 20. 
I ~ 01 ,be APultllloi Comn.inion, pan. l!II8. 
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The development of the road system of India is thus 
desirable for the general welfare of the country but this 
development is handicapped on account of inadequate finan­
cial resources of local governments and local bodies. On 
the other band, increased motor traffic largely increased the 
maintenance charges of roads whose surfaces deteriorated 
with great rapidity. The Road Development Committee 

r held the view that to meet the additional 
tDcreuecl Ta: .. tiOD 

OD motor .pirit-. demands and requirements created. by 
tbe growth of motor transport. some 

additional tax~tion' should be imposed on motor transpo!t 
for purposes of road development. They recommended the 
imposition of an additional duty of 2 as. per gallon on motor 
Apirit, the proceeds of wbich should be set apart as a sepa-, 
rate fund for road development. It was also suggested that 
of this Fund one-sixth should be retained by the Govern­
ment of India as a reserve and out of the remaining five­
sixths . an apportionment should be made among the 
provinces in the ratio which the consumption of petrol in 
each province bore to the total consumption in India in 
each year. All projects for development are to be approved 
by the Governor General-in-Oouncil with the advice of the 
Standing Committee of Roads of the Indian Legislature. 
These reoommendations have now been put into effect. 
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I Report 01 the R .. d J)e.olopme.ul Commill ... p. 18. 
I Reporl 0I1bo Bead Developmenl Commi,leo, I. 20-
• Re~ of the .&,ricullwaJ ComtuiaioD. _. 1188. 
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The development of the road system of India is thus 
desirable for the general welfare of the country but this 
development is handicapped on account of inadequate finan­
cial resources of local governments and local bodies. On 
the other hand, increased motor traffic largely increased the 
maintenance charges of roads whose surfaces deteriorated 
with great rapidity. The Road Development Committee 

held the view that to meet the additional 
'J ... __ T .. o&ioG 
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the growth of motor transport, some 

additional tax'ition should be imposed on motor transport 
for purposes of road development. They recommended the 
imposition of an additional duty of 2 as. per gallon on motor 
spirit, the proceeds of which should be set apart as a sepa-

• 
rate fund for road development. It was also suggested that 
of this Fund one-sixth should be retained by the Govern­
ment of India aa a reserve and out of the remaining five­
sixths an apportionment should be made among the 
provinces in the ratio which the consumption of petrol in 
each province bore to the total consumption in India in 
each year. All projects for development are to be approved 
by the Governor General-in-Council with the advice of the 
Standing Committee of Roads of the Indian ugislature. 
These reoummendations have now been put into effect. 



CHAPTER X 

FISCAL POLICY IN THE NINETEENTH CENTURY 

The study of the industrial development of a country is 
bound to be incomplete witbout any reference to its .fiscal 
policy. The efficacy of til riffs as a source of revenue and 
as a means of developing industries has been recognised by 
almost every country. But in India during the pre-British 
administration, tariffs were fra·med with the object of se­
curing revenue only. The manipulation of the tariff with 
the object of developing local industries or with a view to 
secure concessions from the neighbouring states was un­
known in India. 

Under the system instituted by the Mogul Emperors 

Tari Is before 
British rule. 

customs duties were levied upon both the 
internal and external trade of India. In 
addition to the duties collected under the 

authority of the Mogul Emperors there were various other 
imposts levied by petty chieftains, Zeminders and Ami1s 
on trade passing through their respective territories. I The 
right of collecting customs was ·8n eSlI6ntial symbol of Ii 
territorial lord with the consequence that its incidence was 
almost universal. But the multiplicity of many sovereign 
or semi-sovereign states prevented the establishment of a 
uniform system of tariff and there was in consequence a 
bewildering variety of imposts and duties, legal and illegal, 
within the country. 

Before the East India Company secured the territorial 
Commm:ial prioi- possession of India, its object was mainly 

log.. of u.e ()om. 

p"r· the expansion of commerce and with that 
object in view it tried to secure commercial privileges from 
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the Indian mlers. Thus" as early as 1716, it obtained a 
firmlln from the Mogul Emperor exempting the Company's 
trade from any duty in consideration of It fixed payment of 
Rs. 10,000. 1 The Company did not participate in the 
inlnnd trnde of the country but many of their officers did 
carryon private trade in the interior. For this trade they 
claimed the privilege of exemption from duty. Nawab 
Mircashim remonstrated that the exemptiollJ of duty did not 
apply to the private trade of the Company's officers but it 
was of no llvail. V nnsitart attemp,ted to make a treaty 
with the Nawab. tho terms of which were as follows :-

(1) For 01\ trade. import or export, by shipping. the 
Company's Duatak should be granted. and it should pass 
unmolested and free of the customs. 

(2) For all trade from one place within the country to 
anothel'. in commodities produced in the country. Com­
pany's Dustak should he g.·onted. 

(8) That duties should be paid on such commodities 
according to rates which shall be particularly settled and 
annexed to the agreement. I 

Dut these terms were unacceptable to the Company's 
officers. and thIS N a wab in a fit of generosity abolished all 
internal customs but this cost him his throne. 

In 1765 the East India Company got the Dewani of 
:Bengal in consideration of an annual 

The ComPOD,_ 
&lD ......... iIId.K....... payment of 26 lakhs of rupees. The 
.,. ...... "'larilla. grant of Dewani meant the administra-
tion of the revenuea of Bengal by the East India Company. 
It made tho E"St India Company masler of the provinces 
of Bengal. Bihar and Orissa. The Company had no ex­
perienoe in the administration of the revenue of tbe country 
with t.he consequenoe that tbey did not at first deem it safe &0 

I 11.0_. Com-..iol Torila, P. IS. 

• .. Co 1)0-. Iadia --BuV ~ au.. .... 
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,make any radical alteration in the existing system, but simply 
attempted to systematise and regularise it. Thus we find 
from a resolution of the 23rd Marcb, 1773, tbat "All duties, 
tolls or fees or ground rents collected at the Gunjes, shall be 
collected as usual until the Board shall establisb such new 
regulations regarding .them as they may think necessary.·::J 

The study of custonis in India falls under three heads: . 
Land customs or transit duties, Sea cus­

Land Customs in toms and town duties. Land customs de­BeDgai. 
serv~ our attention first. In 1773 the 

Government custom 1 was at the rate of 21' p. c. which 
was· levied on all articles (with some exceptions) of inland 
or foreign trade which were imported into or exported from 
Bengal, Bibar and Orissa, ·whether by land or sea. The 
Company's goods were not, however, subject to this duty, and 
the privilege claimed by the Company's officers, of trading 
duty free was suspended in 1773. This duty was 80 

oneroustbat jn 1788, under instructions from the Court of 
Direet!lrs, Lord Com wallis abolished it. Internal trade 
within the Company's possession'was tblH rendered free but 
the trade with the territories of the neigbbouring princes 
waS still subject to duties. Tbus whl\D Lord Cornwallis 
abolished the establisbment of five customs houses in Bengal. 
Bihar and Orissa, he retained the import and expod duties 
which were collected on the frontier of the Company's 
possessions and established a new customs bouse a~ Manju , 
at the confluence of the rivers Ganges and Gogra for collect-
ing duties O!l goads passing between the Company's provinces 
and the dominions of the Vizier of Oudb. Ii should be 
noted that this measure did not affect the collection of cus­
toms on the trade of Calcutta. 

1 Tbio dotJ .... dill ..... ' fnIID the OompollJ·' ....... '" Calcutta to.... dO'J 
which ... ( .. ied bJ lh. OompollJ 011 _.1 of tboir lodariol ri,hla GO IIIe impon 
or n:por& trade of CoIA:alta. Honin~, AoaI,.. of Beag" IIepIoliooo. 
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Though the Company ..abolished the inland duty within 
their dominions, the mule was not as free aa mighL be 
conceived. Under Lhe name of Sayer, Lbe Zemindera still 

• collec&ed duties on tbe trade passing tbrough their territories. 
In 1793 wben tbe permauenL settlement of land revenue 
was introduced, the Zeminders were deprived of their rigbi . 
to collect Sayer. This step. be it noLed, brougbl a oon­
sidersble amount of freedom in the internal trade of Bengal, 
and tbe abolition of tbe Calcutta customs or town duty in 
1795 made it whole free. 

These salutary measures, however, did not continue long. 
The warlike administration of Wellesley gave rise to a pl'l'.;sing 
demand for revenue and these duties were revised at a bigher 
rate in 1801, witb a redeeming provision that articles whicb 
bad once paid inland duty sbould not again he liable to it. 
The Company's terriLorial po6!leS"ions in the meantime largely 
increased padly by conquest and partly by cession and tbe 
administration of cusLoms became a maHer of difficulty IS 

different rates of duty prevailed in different provinces. 
Regulation IX of 1810 which WlS passed on tbe 

recommendation of the Customs Committee of 18Od, em­
pbasised tbe importance of a uniform system and consolidated 
the different duties into one single duty on the whole trade of 
the country.' 

In order to make- this regulation effective and productive 
of revenue customs houses and chowkees were established at 
tbe principal marta of Bengal and the Upper ProvilJCl'!l. 
Under tbe provisions of this regulation, a large number of 
articles including colton yarn and piece goods, silk fabrics. 
embroidered clolhs and brocades, betel nut, cIrugs and gwns 
paid a transit duty of 71 p. c. ad ralomn. Woollens, indigo 
and 6~r paid 6 p. c. Further, tbe actual rate of transit 
duty varied according to tbe oountry of origin. Cotton Ind 

, ........... Om itt .. ~ _ .......... ',' .-.,.IIL 
U 



822 RV'OLUTION OF INDIAN INDUSTRIES 

silk piece goodfl if imported inland from the territories of the 
Vizier of Oudh paid a duty of 2~ p. c. on account of treaty 
obligations. But OD the same goods manufactured in the 
Company's territories, a duty of 7~ p. c. was levied. No 
distinction was, however, made between the goods of the 

, Company's territories and those of foreign settlements. 
The territorial acqnisition in the Presidency of Bombny 

Bombay. took place at a later period than in Bengal. 
The indigenous system of transit duties 

was continued unaltered in the first quarter of the nineteenth 
century. The tr.lOsit duty. was levied in each pergannah or 
subdivision of a Zilla in the shape of a toll on a vehicle of 
goods or produce passing through or imported for consump­
tion therein or uised or manufactured therein and exported 
to other places.'. The important feature of the system preva­
lent in Bomb'lY was to make the trader pay the duties by 
degrees in small ,sums according to the distance to which 
they were cII:rried. The most general rule in regard to the 
levy was that the payment of the dues in each pergannah 
exempted goods from further cbarge" but did no~ exempt 
them from payment in the next pergannah. The rates of 
duty though varied according to the d!fferent classes of goods 
were mostly specific. 

Prior to 1803 the system of transit duties prevalent in 

Mad ...... 
the Madras Presidency was nearly the 
same as that in Bomhay. The Regula­

~ions of 1803 abolished the existing anomalous duties and 
substituted a general duty of 6 p. c. calculated on a tariff 
valuation on goods imported by sea or land into the lown 
of Madras or produced or manufactured within its limits. 
A general duty of 6 p. c. was levied on goods imported or 
exported across the frontiers of the Madf;1S terri tories. A 
duty of 6 p. c. was also levied OD goods imported int-o 

• Be""" 0( &be Coalom. oDd PaoHftice BeSolalio .... 1886. 
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certain provincial towns or produced or manufac~ured within 
their limits. Goods belonging to the Company, cott{)n and 
cotton thread and several articles of minor importance were 
exempted from duty. co Goods might thus be -subjected to 
three distinct 6 p. c. duties, viz., a frontier, a town and an 
export duty making 8n aggregate of 18 p. c." I The Regu­
lations of 1812 reduced the duty to 5 p. c. and provided 
that goods having paid the general inland duty could pass 
the frontier by land free of further demand into the territori­
es of Indian chiefs; but goods exported to or imported from 
foreign seUlements were subjected to a duty of 16 p. c. The 
obvious object of this measure was to divert trade from 
foreign seUlements into British territories. It was also 
provided that goods having paid the 5 p. c. duty could pasa 
into any part of the Madras territories except the town of 
Madras 8nd the provinces of Canara 8nd Malabar \\ithout 
being liable to any further demsnd. 

It is manifest from the above description of the inland 
duty thd the different provinces of Indi8 

Uoo"''' ... om maintained separate cust{)mS arrangements dolleo. 
Bod levied different rates of duties. These 

duties acted as an onerous burden upon the kade and in­
dustries of the country. Under the indigenounystem the 
tu waa light but the weight of the impost increased with 
the accumulation of new ta.'i.ea in proportion to the distance 
kaversed. One important consequence of the Bystem waa 
that trade was not seriously impeded as the difference in price 
in ~e long distance kade enabled the traffic to bear i'- The 
plan of Regulation IX of J810 was to levy one consolidated 
duty and this duty waa fixed at a rate calculated by the 
average payments to which the long distance Usde ~ad been 
subjected previously. The COIlllE'quence was now that short 
distance and long distance trade had topsy the same rate of 



324 EVOLUTION OF INDIAN INDUSTRIES 

-.I duty, and this arrangement placed the former at a disadvan­
tage as contrasted with the latter. The trade of Bengal 
would have been annihilated if tbe duty had been collected 
in tbe way the law intended. Butthe fact was tbat the duty 
was collected 011 the traffic which passed over tbe rivers­
the Ganges and tbe Jumna-the great high-ways commerce, 
leaving tbe bulk of the inland trade free from contributing 
anything to the revenues of the Company. 

In Madras, on the other hand, the duty amounted to an 
-J excise consumption duty rather than a transit duty. With 

regard to this duty the Committee of 1836 observed: "These 
duties were more than the external commerce of the country 
could bear. The substitution of an ad valorem frontier duty 
for a toll fell particularly heavily upon cloth, which was at 
the time manufactured largely in the Madras territories, for 
foreign as well as home consumption. A great decrease 
consequently ensued in the foreign consumption; numbers 
of weavers were thrown out of employ, and many migrated 
to native states." 1 In order to realise the transit duty it 
was necessary to spread chowkecs over .the whole face of the 
country. .. The number of chowkees and mettos or subor­
dinate cbowkecs in each district wried from 30 to 231. 
Tbe inquisitorial and vexatious character of the system will 
be evident from the following extract from the circular letter 
of the Collector of North Arcot: .. The village ryots mos1 
report to the chowkidars tbe outfurn of their crops of 
tobacco, turmeric, onions, garlic, ganja, bbang wbich are 
liable' to duty. The Monigars (heads of the village) and 
Curnum must prepare a return, showing the names of the 
proprietors, and the quantity in maunds of the articles 
produced. The Ijots must report to the chowkidar when 
t hey are about to sell the articles" to the traders. The 
chowkidar is then in deduct from the return the quantity 

I "Bepon OD C.lloml IDd Pool-oftke Beg.laIK.oo,l836, p. !III. 
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sold. A statement is to-be prepared sbowing tbe number 
of tbe bouses of tbe weavers and handkerchief manufac-: 
turers and tbe number of looms of all sizes found. in. them. 
A separate seal is to be prepared wbicbsbould be affixed to 
every kind of cloth as soon as it is woven a cubit long in 
each loom and a daily list should be kept of tbe pieces of 
cloth manufactured and a note for each piece so prepared 
should be given. At the time of tbe sale of tbe piece 
goods, tbe weavers should come to the chowkee, and report 
which cloth and to whicb of the Wurtuks he is going to 
sell them.'" 

Imagination fails to picture a more harassing and 
inquisitorial system for the sake of revenue than the one 
given above. It is no wonder that under this crushing 
system the trade aud industries of Madrns should lnn~ish. 
That the system of t.ransit . duties was an instrument of 
oppression nnd extortion was corroborated bymany a witness 
before the Commons Committee of 1832. The administra­
tive provisions of Lhe Re~lation X of 1810 gave rise to ari. 
enormous amount of troubles. The law required that oil 
payment of duty everybody should take out a rowanah or 
pass specifying the quantity and the value of the goods; 
The chowkee officers were endowed with the power of' 
search and detention with a view to satisfy themselves of 
the identity of the goods covered by the rowanah. This 
pow!!r was doubtltlSS a source of considerable vexation and loss 
to merchants but these were avoided by a compromise with 
the chowkee officers who attested the rowanshs in considera­
tion of a bribe. In Madras the rigM to coiled sayer was 
in mnny ('ases farmed and competition among the farmers 
often induced them to offer more tban they could realise. 
The consequence was that t.Ley utorted from the merchants 
as much as they could, belh Jrgalllnd iIle~l. to fulfil their 



326 EVOLUTION OF INDIAN INDUSTRIES 

engagements with the government. The Collector of Tanjore 
in his report observed: "That the commercial classes, espe­
cially petty traders are subject to endless vexation aod 
exaction is undeniable, and under existing circumstances, it 
is quite impossible for a Collector to interpose any effectual 
check, because each instance is of so trivial a nature that 
the sufferer prefers a passive submission to incurring the 
trouble and expense of bringing forward a complaint." 

In 182.j Holt Mackenzie in a memorandum pointed out 
that "These duties not only caused great vexation bu~ 
imposed on trade a very heavy tax in the shape of delay and 
illegal exactions. Some articles had to run the gauntlet 
through ten customs houses belore they reached their disti­
nation and few oI the staple commodities oI the country 
escaped subjection to repeated detention. The burden of the 
Government duty of 5 or 71 p.c. was itself a heavy one, but 
when to this was added the illegal demand oI customs house 
officers, it became almost prohibitive to the merchant who 
did business 'on a small scale." The report of Charles 
Trevelyan aroused public attention in .Great Britain to the 
inequity of a system which was allowed to continue to the 
detriment of industries. In 1835 L?rd Ellenborough in a 
letter drew the attention of the Court to that report. He 
observed: "While the cotton manufactures of England are 
imported into India on payment of a duty of 21 p.c., the 
cotton manulactures of India are subjected to a duty on the 
raw material of 5 p.c., to a further duty on yam of 71 p.c., to 
an additional duty upon the manufactured article of 21 p.c., 
and finally to another duty of 21 p.c., if the cloth should be 
dyed after the rowanah has been taken out lor it as a white 
cloth. Thus altogether the cotton goods of India may pay 
171 p.c. The raw hide pays 5 p.c. and when the leathec 
is made into boots and shoes a further duty is imposed of 
5 p.c. In what manner do we continue to treat our own 
sugar? On being imported inlo a town it pays 5 p.c. in 
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customs and 5 p.c. in town.. duty and when manufactured it 
pays on exportation from ~he same town 5 p.c. more; in all 
15 p.c." 1 The effect of tbese and similar duties was virtu­
ally to probibit the manufacture in towns of all articles not 
absolutely required for consumption; to confine manufac­
tures to the place where the raw material was produced and 
by such restrictions the productive industry of tbe conntry 
was depressed. Lord Ellenborough consequently recom­
mended immediate abolition of inland duties and pointed 
out that" It is in the improved condition of the country, 
and in that alone, that we can find the resources which will 
preserve us from bankruptcy." 

In tbfl same year 0. Committee was appointed by Lord 
William Bentinck to enquire into tbe 

AboIi';oa 01 Tn".., f 
dut,. systems 0 customs and transit dutiea in 

the three presidencies. This Committee 
exposed the disadvantages of separate customs ~riff8 main­
tained by the three presidencies. They unhesitatingly 
condemned the operation of the transit duty. Before the 
Committee reported the hands of the Government were 
forced by the action of the Governor of Agr\' wbo 
abolisbed tbe transit duty in the Vpper Province. In 
1836 tbe transit duty was abolished in the Bengal Presi­
dency and in 1838 Bombay followed suit in its repeal. 
In Madras financial considerations did not permit ita repeal at 
once but tbe na'Ci for uniformity compelled it to aboJi~b it 
in 1844. 

Refl'rence bas already been made to the levy of town 
duties. These duties were in addition to 
tbe Go\-ernment customs levied upon im­

port or export. Not only was this duty in force in the prin­
cipal sea-port towns of India but it was common even in the 
less important ones in tbe interior. The town duties were 

I Lettef .... LaN au t a ...... 1M Om_ ..... die..,..., a.." ...... 
... IJMtiaa 0..,..,.18010 II ..... l8lIL 
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O( the nature of a consumption duty. They did not neces­
sarily interrupt the general course of trade but they were 
extremely partial in their incidence. With regard to.town 
duties of the Presidency of Bengal the Committee of 1836 
observed; "Trade and manufactures naturally desert places 
which are so heavily taxed, and hence a perpetual tendency 
to fluctuations is kept up. The trades of those places where 
town dutie3 are levied are depressed and new marts of trade 
spring up in the neighbourhood. They bring the interfer­
cnce of the cnstoms house officers home almost to the doors 
of the ·people. The illhabitants of these towns know of the 
transit duties merely by fame but they daily experience the 
inconvenience of the town duties." 1 The town duty in the 
towns of the presidency was levied at varying rates from 5 
to 10 p.c. on s'llt, sugar of every description, tobacco, ghee. 
betel nut, turmeric, oil and oilseeds and pulse all of which 
were the staple article~ of consumption and trade. 

In the Presidency of ·Bombay, the places where town 
duties were regularly levied were Bombay, Surat and Broach 
and the cities and towns in the districts north of the river 
Myhee. . The t-own duty of Bombay was' 4, p.c. with higher 
duties in the case of goods from China and foreign settle­
ments. This duty was impoSed on almost e~ery variety of 
goods imported into Bombay. Drawback was allowed in the 
case of certain articles warehoused for re-exportation but 
certificates feom the other presidencies exempting from sea 
customs at Bombay did not entitle the importers to exemption 
from town duty. At Surat an ad llalO1'em duty of 5 p.e. was 
levied on all articles coming by land. But in addition to 
this, the old Mogul consumption duties called 'Mookauts' 
were charged upon many articles of consumption which 
included cloth, chintzes and turbans, cotton and silk. 
There were other towns where the rates of duty were as high 

I Be""" 01 abe Commiltee OQ C .. ",m. and J'oat-<>8ke negaloliou, l886, p. 14. 
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8S 10 Or 12 p.o. before they: came under British rule. These 
duties were, however, reduced to 21 p.c. and at the same time 
neoessaries of life were freed. In the Presidency of MadraA 
the levy of town duties was almost universal. The rate of 
town duty was fixed at 6 p.c. by the Regulation of1.803. 
This duty was so mischievous in character that in 1806 the 
Government of Madras discontinued it everywhere except 
Madras. In 1808 the duty was however revived but waR 
limited to goods imported into the towns, goods export! d 
from or manufactured within their limits being left fret'. 
By Regulation III of 1812 piece goods imported by land inlo 
the town of Madras or manufactured within the limits of 
the inland customs chowkees were made liable to a duty of 
8 p.o. on t.he mnrket value of such goods. These duties did 
not make any substantial contribution t{) the revenue of the 
Presidency but, on the contrary ,largely intedered with trade 
by .. driving traders and manufaoturers into the neighbour­
ing villages" and by increasing the expense of marketing 
which ultimately fell on the consumer! These duties were 
abolisbed by Act VI of 1844. 

The abolition of transit and t{)wn duties is perhaps a land­
mn rk in the history of economio liberalism in India. n took 
more 'han half a ceutury t{) 'realise the disadvantages that 
resulted from the restraint to which the inland commerce of 
India was subjected. under various administrations. The 
exis~ce of internal duties prevented the attainment of the 
economio unity which was an essential factor in the consoli­
dation of the various provinces into one political unit. It 
was tbe consideration of revenue that stood in the way of 
their abolition for a long time and the system was tolerated 
e\1.·n though it was a source of grinding oppression. harass-
1U,'nt and corruption. 
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The subject 

Sea. CUBtoms .. 

of sea customs deserves our attention at 
this stage. It is significant to note that 
as in the case of internal duties, there 

was no uniformity in the levy of customs duties on the sea· 
b.)rue trade. The motive behind the administration of 
customs in the earlier part of the Company's rule was 
mainly. revenue. But discrimination against foreigners also 
formed an important feature of the system. Thus, under 
Regu'ation 42 of 1793, it was provided that on imports by 
sea and land into the town of Calcutta a duty of 4 p.c. would 
be levied and that in the case of goods imported in foreign 
ships the town duty was enhanced by adding 60 p c. to the 
prime cost and on China goods an addition of 30 p.c. was 
made to the invoice price. These arrangements, however, had 
the effect of diminishing public resources and imposing a 
double burden on the trade of Calcutta. In order to place 
nil persons trading to and from the Company's dominions on 
the same footing as to duties it was thought expedient to 
abolish the Company's customs and impose Government 
customs only in Calcutta. Thus Regulation 3U of 1795 
abolished the Calcutta town duty an,d imposed a duty of 
21' p.c. on the imports by sea on the Calcutta price of the 
goods with similar exceptions in the c4se of China goods and 
goods imported on foreign bottoms. The export duty was 
fixed at the same rate as the import duty. In 1797 an 
additional duty of 1 p.c. was imposed upon imports and ex­
ports to defray the cost of an armed merchant marine, for 
the protection of the commerce of this part of the country 
against privateers. In 1800 in pursuance of an order of the 
Court of Direciora the general rate of duty was raised to 
31 p.c. and the additional duty of 1 p.c. was repealed. 

It will be seen from the above description that the ad­
ministration of customs in the early part 

Coat ..... Commilleo of the Companv's rule was extremely com-01 11!0\1. J 

plex. The burden imposed upon trade 
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was heavy ond the incidencf} of tax was partial and unequal. 
In 1809 a Committe on customs laid down the principle that 
trade should be freed from the series of successive duties to 
which it was hitherto subjected, and merchandise having once 
paid duty should be permitted to pass throughout the terri­
tories of the presidency without being liable to any further 
duty. This principle became the foundation of the Regula­
tion IX of 1810, which swept away the obnoxious features 
of discrimination and fixed the general rate of duty at 7-1 p.c. 
Articles exolusively imported by sea which had Paid the 
import duties were allowed to pass inland· without any 
further impost. Woollens, the prinoipal artiole of 
import from Europe, paid 5 p.o. The goods for the Com­
pany's investments were not liable to any duty but they had 
to be oovered by rowanahs. Cotton and silk piece goods 
which had paid the duty of 71 p.c. were allowed a drawbaok 
of 5 p.c. on exportation. 

The provisions of this regulation were profundly modi-

D
. .• • . fied by Regulation III of 1811 which intro-
IlOI'lmmltiQn aD 

r~", .. of Britiah Ship- duced the principle of discrimination in 
pi",. favour of British shipping. It is signi­
ficant to note that up to 1848 the fiscal legislation of India 
was governed by this inftuence. The Regulation of 1811 
was passed at the instance of the Court of Directors who 
pronounced against the advisability of admitting the 
foreigners \0 commercial benefits on ~he same terms as the 
subjects of the Britiah Empire on the ground that ~e 
former did not incur any cost or risk in maintaining the 
Indian establishment. This was, however, a ftimsy ground. 
the real motive behind it was ~he encouragement to ~he 
ship-building industry of Great Britain. Under-this regu­
lation, ~he duties levied on exports and imports carried in 
foreign ahips were raised to double the rates chargeable on 
goods conveyed in British vessels. This enactment, with 
a view to exclude ~he foreign ships from participating in 
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the coastal trade of India, provided that" foreign vessels 
should be cleared out from a British Indian port direct to 

. their own countries." 1 With regard to drawbacks where 
they were allowed, the foreigners were placed in a similar 
disadvantageous position. They were excluded from the 
benefits of the drawback of half the amount of the import 
-duty. In the case of good~ imported for re-exportation, a 
drawback of two thirds of the amount paid on importation 
if exported in British bottoms and one third if in foreign 
bottoms. 

The principle of discrimination outlined above was also 
applied by Madras and Bombay. In Madras under Regula­
-tion IX of 1803 the general rate of duty on imports and 
exports was 6 p.c. which was raised to 8 p.c. on gOJd$ 
imported and exported in foreign vessels with the exception 
of American vessels. The Regulation IV of 1812 which 
followed the Bengal Regulation of thc previous year doubled 
the rate leviable on imports and exports in foreign bottoms. 
The same regulation favoured the port of Madras at tile 
expense of other ports. Thus it was provided that the rate 
of export duty on goods exported in fO"r~ign vessels was to 
be 8 p.c. which was ·raised to 16 p.c. in the case of sub­
ordinate ports. 

The physical configuration of the Bombay Presidency 
with its long sea board and the multiplicity of ports under 
Indian chieftains and in foreign settlements rendered the 
administration of sea customs a matter of considerable 
difficulty. The island of Bombay, however, on account of 
its central situation and fine harbour became the centre of 
great entrepot trade. It is significant to note that from the 
very beginning, Bombay had a low fcale of duties and this 
combined with the simplicity with which the tariff was 
administered materially strengthened the position of this 

1 HopaR of &be Custom. Cummillee 0111181, p. M. 
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port. All export duties 4avilll{ been withdrawn since 1799 
duties were collected mainly 011 imports. The rate of duty 
was 2t p,c. ad valorem but in the case of foreigners and 
vessels from certain foreign countries discrimination was 
resorted to by raiRing the value of the dutiable articles. 
This policy ot discrimination was carried further under th,e 
Regulation of 1813 which raised the duty in the case of 
foreign bottoms to 7 t p,c. 

The Bengal Regulation IV of 1815 was passed with a 
view to promote the trade of Great Britain 

1',.lerential I ... ", 'th Ind' TI . I t' 'd d th t meot of BriLilb mID.' WI lao IlS regu a Ion proVl e a 
fuelunra. wooilens of all lIorts, metals of all sorts and 
CUllvas, cordage and marine stores if of British origin should 
be exempted from duty on importation, provided they were 
imported in Bntish l'('gistered or Indian built ships. The 
import duty on other articles of Great Britain was reduced 
to 2t ·p.o. It was further provided that articles of conti­
nental Europe imported in British registered or Indian 
built ships were to pay at the rate of 5 p.c. The exports 
of raw materials and indigo to the United Kingdom were 
allowed a drawback to the full amount of the duty but 
the exports of manufactured goods remained saddled with 
the transit and export duties. With regard to the effect 
or this regulation upon Indian industries the Committee of 
1836 observed: ",It is unquestionable that these measures 
had the effect of placing the manufactures of India heavily 
t-nxed by the inland system at a disadvantageous position in 
their oompetition with the free or lightly taxed articles of 
Great Britain produced by the most improved machinery." 
It was also found by the Committee that .. tbe alterations 
disturbed materially the uniformity of the system, and tbal 
'hey caused taxation to operate with a very unequal pressure, 
at the ~ame time they dried \lp some considerable sources 
IIf l'('venue." In the alterations provided in the Regulation 
of 1817 .. tbe same anxiety to promote Britishioterests" 
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which characterised the provisions of Regulation IV of 1815 
is observable; but both in that regulation and in this the 
effect of such changes on the in teresLs of India seems to have 
been overlooked or at least very partially adverted to. 
Relief was given to· Indian piece goods by lowering tbe 
transit duty from 7t to 21 p.c. but it came too late, the 
Indian I',otton manufactures having already been destroyed. 
The Bengal Regulation of 1815 was followed by similar 
legislation in tbe two other presidencies. 

The abolition of transit duties in Bengal and Bombay 
led the Government of India to compen-

Need for UDiformity h I fbI . . sate t e oss 0 revenue y a teratlOns 10 

the sea customs duty. Tbe need for uniformity in the levy 
of cU!ltoms duties by different provinces was also felt. Tbe 
Committee of 1836 pointed out that" Laws regulating tbe 
rates of duty on sea borne trade, affect so many and. sucb 
distant interests, and the parties concerned are often so ill 
informed regarding them, tbat uniformity of rule appears 
to be particularly desirable. The inconveniences arising 
from want of uniformity in the rates of duty at the different 
ports of British India have for many .years past been a 
constant subject of complaint." The Government of India, 
in a letter to the Court of Directors, accepted this view. 
They observed: "We are agreed in opinion that the assimila­
tion of the system of dutips throughout India would be 
attended with the most important benefits to the commerce 
and productive powers of the entire British Territory.'" 

The Act of 1836 was the result of the adoption of this 
policy by the Government. Under the provisions of this 
Act, the import duty was raised to at p.c. and British 
goods which had hitherto been admitted free of duty were 
made liable to· duties with a view /0 make good the 
deficiency consequent on the abolition of internal duties. 

I LaUer bOlD l.bo OovernmeD& of Jndia to 'he Cour& 01 Di"-Cfon. lOlh Octobei. 
l836. 
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Tbe export duties were ~implified -and tbe number of 
enumerated articles was reduced from 234 to 15. It should 
bowever be observed tbat the principal articles of India's 
exports remained liable to varying rates of duty .with the 
object of securing eitber revenue or favour British 
industries. 

Discrimination regarding country of origin and the 
nationality of ships still formed an importunt featul"e of tbe 
Act. Thus tbe rate of duty levied on foreign manufactures 
was fixed at d'JUble the rate at wbich Britisb goods were 
admitted. Again British goods imported in .foreign sbips 
paid doublo the dut.y wbicb was quadrupled in the case of 
foreign goods imported in foreign bottoms. Witb regard to 

exports it was provided that cotton could be exported to 
Great Britain, America or any British possession in America 
free of duty on British bottoms but was subject to a duty 
of 8 as. per maund if exported to any otber country and the 
rate was doubled when the expod took place on foreign 
bottoms. Again sugar exported to tbe United Kingdom. 
or any British possession became free but if exported 
to any otbl'l' place was mnde liable to a duty of 3 p. c. 

It is beyond question that these measures impeded tbe 
growth of direct trade between India and the continen\ of 
Europe Rnd favoured thl' dl'veiopment of London as tbe 
centre of a great eptrepot trade. It is also wortby of note 
that tbe continuance of export duty on Indian manufactures 
at a period wben competition witb macbine products deve­
loped in an acuLo form hastened in DO small ml'l\Sure tbl' 
decay of such industries. 

The Act of 1836 is an important Act in tbe history or 
fiscallegisllliion. 8S it represented tbe beginning of a poli("y 
to have a uniorm flIte of customs duties for the whole or 
India. The constitutional powers vested in the Governor­
Gen~al in Council for passing laws for ditrl'rent provinres 
hastened the aUainment of tbis uniformity. Thus two years 
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after the Act of 1836 an Act was passed which assimilated 
the Bengal tariff into that of Bom bay. In Itl44 the inland 
duties of Madras were repealed and the Bengal tariff was 
made applicable to it. Thus for the first time since the 
commencement of British rule, India possessed a uniform 
tariff. 

The loss of revenue consequent on the repeal of the 
transit duties in Madras necessitated tariff revision in 1845. 
The general import duty was raised from four to five per 
cent. on British manufactures, but the discrimination against 
foreign shipping and foreign manufactures continued. In a 

. Despatch, dated the 22nd April, ISi6, No.3, the principles 
on which the customs duties of India ought to be regulated 
were discussed. It is significant to note ih:lt this was. the 
period when Sir Robert Peel introduced his fiscal reforms and 
Great Britain accepted the principle of free trade to guide her 
future fiscal policy ~ From this period the fiscal legislation 
of India began to be influenced by the principle of lree 
trade which was the declared policy of Great Britain irres­
pective of any considerations in regard to differences in 
economic conditions which the two countries presented. 

The Despatch of IS46 laid down three important princi­
InB ... u of lb. doD- pIes which would guiile the fiscal policy of 

lriDe 01 I .... trad.. India. These principles were--
(1) The abolilion of duties OD the exportation 01 staple 

commodities of India with the exception of indigo; 
(2) The abolition of the duties on trade between the 

several Presidencies of India, commonly called the "port to 
port" trade; 

(3) Tbe abolition of the double duties on merchandise 
exported or imported on foreign bottoms: 

This desp~tch was laid before the House of Commons 
in 1848 and an implied pledge was held out to the mercan­
tile community and the public at large that the views 
contained in it, should, as opportunity offered, be carried 
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out in practice. As a sequel to this despatch it was enacted 
in i848 that" no duty shall be charged on any goods law­
fully carried 1rom any port in the territories subject to the 
Government of the East India Oompany to another port in 
the said territories." It was also provided that discriminat­
ing duties on foreign ships were to be abolished and that all 
goods exported from or imported into any port in British 
India should be char!{ed with the same rates of duty as if 
such goods were exported or imported on British bottoms. 
'l'his measure, be it noted, was tile result of a policy of 
gradunl n:laxation of Navigation Acts of Great Britain which 
were, liowever, swept away in 1849. In 1850 the coasting 
trade was thrown open to the ships of all nations and the 
last relic of the navigation laws disappeared from the statute 
book. The differential duties on the goods of foreign 
countries were, however, continued. till the end of the Com­
pany's administration. This survey of the fiscal policy 
8dopt~d by the East India Company discloses that for the 
greater part of their I'ule, the industrial and commercial 
interests of India were subordinated to those of Gras' 
Britain. The inland trade was crippled by the heavy inter­
nal duties, as also by the competition of the machine-made 
products of Great Britain admitted into the country either at 
a low rat~ of duty or duty f~. The foreign trade in manu­
factures was crippled" by the export duty as also by the heavy 
prolL'Ctive duties of Great Britain. The expon of raw 
materials was, however, encouraged for the growing indus­
tries of Grea' nrit{}in. 

The tmnsfl'renee of the administration of India from the 
Piled pol;', __ • Ellst India Company to tbe British Crown 

1Iac....o.ISS9-I-. after the Sepoy Mutiny, opened a new 
chapter in tbe fiscal policy of India. Tbe fillaneiaJneeds, 
lhe interests of tbe British manufacturers, specially UIOIIC 
of Laneashire, as also tbe general al'C('ptance of the principle 
of free trade inftuenCl>d the fiscal potiey of India in Ii greater 

'3 . 



.338 EVOLUTION OF INDIAN INDUSTRmS 
\ .. 

i1egrt)e tha~ before. The history of fiscalle(:(islation during 
'thi~ period centred mainly round the import duties OQ cotton 
.~oods aud general export duties. The scope and significance 
of the doctrine of free trade in its practical application was 
discussed with vigour and enthusiasm. The growth of the 
cotton mill industry in India became a source of alarm to 
the Lancashire manufacturers who were enjoying a mono­
poly of the Indian market with the result that the fiscal 
policy of this period was concerned with cotton duties, all 
other articles being relegated to the background. 

The Sepoy Mutiny caused a great embarrassment to 

Act of 1859. 
the finances of India. Lord Stanley in a 
despatch emphasiijed that "every effort 

must be made to bring up our revenue to tbe level of our 
requirements, even if it should be necessary for that purpose 
to permit the temporary abandonment or suspension of the 

,application of principles which have on former occasions 
received the approval of the horne authori ties." 1 The land 
l'e,venuE', which constituted about two-thirds of the actual 
income of the State was not sllsceptible to immediate 
increase. The only. alternative left to the Government was the 
'revision of the customs duties. The question of the revision 
of the customs duties attracted the att-ention of the Governor­
General even before the finances were disorganised by the 
Mutiny. In 1857 the Governor-General proposed the 
equalisation of duties on British and foreign manufactures, 
the assimilation of the duties on manufactured and unmanu­
factured goods, the abolition of export duties and the increase 
of import duties. The Secretary of State for India approved 
of the proposai for the equalisa,ion of duties on British and 
foreign manufacturers and in view of pressing financial 
needs Insisted that" The measure shnuld be carried into 
eliect, not by reducing the duty on goods of foreign origin, to 

1 ReftOn •• Deapatch to India, No. '. daled 7th April, 18119. 
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the rate now levied on British goods -of same description; 
but as a general rule. by raising the rate now leviable on 
British !(oods to that paid on similar foreign articles." As 
rE'gards the assi mi lution of the dutil'S on manufactured and 
unmanufactured goods he recognised the validity of main­
tainin!( a difference in the rates of duty. It was undesirable 
that "fiscal arrangements should throw impediments in the 
way of native industry" depending upon foreign countriel 
for the supply of the materials required by them. It is this 
consideration which induced the Company to reduce the duty 
on cotton yarn"to 8} p. c. while levying 5 p.c. on woven goods. 
With regard to export dutit's the Secretary of State thought 
'hat the, wpre so low and India had so great an advantage 
ovel' other countries in the production of materials subject '0 
export dutil'S, that they might -be increased without checking 
exportation. He Ilould not, however, conSE'nt to the imposi­
tion of a duty on raw cotton .. considering not only the 
difficulty with which Indian cotton has to contend in com­
peting in the English market with that produced in the 
Unitoo States, but also the paramount importance of obtain­
inj( the widest and most unrestricted field for its supply to 
England." With regard ~ import duties it was held that 
.. it cannot be disputed that the rates of import duty levied 
in India are on the whole extremely moderate" and that 
there was room for t!ldr increase without ~ubstantial reduc­
'ion of consumption.' The Secretary of State !(aYe his appro­
val to a Bcheme raising the rate of duty on unmanufactared 
ROods to 71 p., c. on manufactured goods to. 10 p. c. and on 
Bucti articles aa are used aa luxuries by the ricber classes 
to 10 p. c. 

Before 'his despatch reached ilie Governor-General, the 
Am vn of 18S9 W8S passed. The provisions of this Ac& 
lI"ere in substantial agreement with the views of the Secre-

• lIiII .... .,lIr. ~. P. en." ... l...,.I61T. 
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tary of State Vljth the exception of the duty OJ. cotton 
yarn on which the Act impoRed a duty of 5 p.c. snd tbe 
duty on luxuries was fixed at 20 p.c., and coal, cottOJ', wool, 
and machinery for the improvement of the communications 
and for development of the resources of the country were 
imported duty free. The export duty on grain was raised 
from half anna to two annas per maund. 

The increasein the rates of duty on British cotton piece 

The Act of IS5~) 
dissatisfied "'hp mer~ 
C'lntHe commoDity. 

goods aud yarn dissatiRfied the European 
mercantile community. They in a memo­
riai to the Secretary of State for India 

urged "the extreme impolicy of placing further imposts 
upon the trade in British manufactures." They complained 
that "At present with the addition of extra 5 p.c. duty, 
cotton piece goods cannot be sold at a profit. That a lerge 
proportion of the piece goods imported into India has been 
manufactured out of Indian-grown cotton and that compe­
tition in this great field of industry has cornmellced in 
India, as factories for the manufacture, both of goods and 
yams have been constructed and are in course ot construc­
tion. The manufacture of yarns under·the spot is progress­
ing fast and English spun yarns, subject to an import duty 
of 5 p.c. will be unable to compete with them." I 

The tariff of 1859 did not, however, yield the result 
expected of it as the high rates of duty 

In ....... of colloo were accompanied by reduced cODsuDlption. 
dotiea. 

The financial position of India was 
summed up by Mr. 'Wilson, the Finance Member, in the 
following words: . "We have a deficit in the last three years 
of Rs. 30,54,64,880-we have a prospective deficit in the 
next year of Rs. 6,50,OO,OOO-we have already added to our 
debt Rs. 38,41,075,50." In order to increase re\'enue by 
increasing consumption it was considered essential that the 

I Popen oeIat.iog 10 the Torill of 18159, p. Ii. 
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20 p.c. duty should be lowered to -10 p.c. At the same 
time tbe duty on cotton yarn was raised to 10 p. c. which 
was the rate levied on cotton piece goods. Mr. Wilson 
attempted to justify this measure)n the words: .. We can 
discover no good reason wby cotton yarn and twist should be 
imported at a lower rate of duty than cotton piece ~oods. I 
know it is said that it is an carlier stage of manufacture; 
but may the same not be said of grey cloth as compared 
with bleacbed Rnd dyed cloth and printed cloth. I can find 
those who complain tbat their labour in spinning yam by 
hand is interfered with by a lower dut, on yarn." I In 
11:!61 the duty on cotton yarn was reduced to 5 p. c. and in 
1862 it was further reduced to 3l p. c. and the duty on 

cotton piece goods was reduced from 10 
Red .. ·IiOD of 00>1100 (l.c. to 5 p.c. Mr. Samual Laing recog­

d",ieo. 
nised the strong feeling among the mer-

cantile community 8~ainst the cotton duties and was com­
pelled to grant the concession demanded. He observed: "I 
cannot deny that England having founded the Indian Empire 
may with some reason ask India so to levy the necessary 
revenue as not to interrere injuriously with trade between 
the two countries. A heavy import duty on trade between 
En~land and India comes very near in principle to a transit 
duty between different parts of the same Empire." t At the 
aame time he argu~ that India might levy a moderate duty 
on imports without violating the principle of bee trade. 
"Free trade does not mean that there shall be no taxes, 
but that taxes shall be levied solely with a view to revenue, 
and not partly for revenue and partly for protection. That 
every customs duty on an imported article sbould have a 
corresponding excise duty on similar article produced at 
home baa therefore become an axiom; and it only admits of 

, Pie.RoI ~ 186t-63. 
t ep.io of Mr. t.iIIc ill ... LotioIMi- CwaciI. &he 16011 ApnI. 18a. 
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one exoeption-where the amount of import duty is. so 
moderate that it does not seriously affeot trade, while it 
makes it obviously inexpedient to establish an exoise machi­
nery for the sake of levying a trifling duty. This is the case 
with regard to oorn in England, where a duty of one shilling 
a quader, equal to 5 p.c. on the oheaper sorts of foreigo grain 
is retained and it is preciseiy our oase with regard to piece 
good~. We cannot diilpeo,se with customs duties on our im­
ports generally, and while this is the case no reMonable ma.D 
oan objeot to our retaining an old aooustomed duty of 5 f!. c. 
on manufactured goods." 1 It will be manifest from this 
statement that Mr. Laing declared authoritatively that a 
five per oent. duty Oil cotton goods was not protective and 
that no excise duty was required to coubtervail the import 
duty. 

In 1874 the Manchester Chamber of Commeroe addre~sed 

'J'he I$tat.iau of 
MaDcbester ogaiDst 
co$tOQ duties. 

a memoria] to the Seoretary of State com­
plaining-That the duties of 3l p.c. on 
yarns and 5 p.o. on ootton manufaotures 

imported into India were assessed on tariff rates fixed many 
years al{o, when values tu]ed muoh higlip,r than at present; 
so that the duties thus levied amounted to 4 p.c. 00 tbe 
actual price of yarn in Tndia and nearly ~i p.c. on -cloth ; 

That the tax was found to be absolutely prohibitory to 
the trade io yarn and cloth of tbe coarse aod low priced 
sorts; • 

That the Chamber were informed that it was proposed . 
to import Egyptian and American raw cotton into India to 
manufacture finer yaros and cloth which would· thus 
compete with goods received from Englsnd on which. the 
duty was levied ; 

That a protected trade in cotton manufacture was thus 
springing up io British India to the disadvaotage both 01 
India and Great Britain ; and 

I PiDaDCial S .... emen •• 1860 
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Tbat tbe duties increased the cost to tbe native 1X>pula­
tion or at least to tbe poorest of the people, of tbeir articles 
of clotbing and tbereby interfered with their health, eO!Dfort 
and general wellbeing. 

When it was pointed out tbat the tariff valuations were 
revised in 1867 and ill 1871, the Machester Chamber re­
presented that tbey had only incidentally referred to valua­
tions and that tbeir main object and prayer was the total 
and the immediate repeal of tbe duties themselves as "under 
the ,protection extended by the levying of duties on imports. 
to tbe spinning and weaving of cotton yarn and goods in 
India, a large number of new mills are now being projected, 
and the revenue from import duties will he consequently 
diminished. The impost is therefore defeating its own object, 
as well as infiictinl( an injustice on the conSUIller and 
importer." I 

In tbe same year the COIllmittee of the Bengal Cbamberof 
Commerce pre~sed for a revision of the tariff valuation and 
the Government of India appointed 1\ Committee to whom 
the repn'~entntions of Manchc,ter were referred for opinion. 
This Committee obSl'rwd in their report: .. In so far as the 
compluints aileged that the tariff valuations were excessive 
they have· been found to be just." I As regards 'he other 
poin' whether the duty is absolutely prohibitory to ,be trade 
in yarn and cloths .of the conrlie and low-priced sorts, ,be 
Committee observed: .. It must of course be admitted that 
tbe Indian mills have injured the English ones to 'he extent 
to which their manufactures bave displaced the manufaotures 
of Manchester. But the duty, though l'Ootributiog to thia 
n'sult cannot be said to be the sole cause of it; since India, 
with many disadvanta.,ues possesses cert.sin natural capabili­
~ee forprodudng ~ of this low quality, which will 

1 Ro.I.tioIl '" .. Gowm_'01 ladia, Piaueial Deport '" 1lIII, A ..... 
1871. 

I IIopoIt '" ... eo.- Ooauai_ of 18'15. 
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probably secure the trade in them to her, even if the duty be 
removed." The Committee found that the class of goods 
that meet Indian competition paid 4 lakhs in duty whereas 
the total revenue from cotton duties amounted to 81 lakhs. 
They concluded with the remark, "The demand that, be­
cause one class of goods represented by four lakhs of duty iIi 
all India, has, in one part of India, ti> meet a local compeli­
tion, the Governmetlt shaH remit the remaining 77 lakhs 
which competition cannot affect, appears to the Committee 
quite unreasonable." 1 The statistics of trade in cotton goods 
dld not disclose that any prejudical effect was produced on 
it by the import duty of 5 p.c. 

1859·60 to 1861-62 

1862-63 to 1865·66 

1867·68 to 1870·71 

1871.72 to 1874·75 

annual average 

" 

.. 

.. 

.£ 11,000,000 

.£ U,150,OOO 

.£ 17,966,000 

.£ 17.970,0009 

The Committee further thought that relief was needed more 
urgently in the case of other articles thu,n colton goods. In 

1875 was passed a TaritJ.Act which lowered 
The Tari! Act of the rreneral rate of import duty from 1875, ... , 

7t p.c. to 5 p.c. but did not alter the 
duties on cotton goods. ~rr. Hope in introducing the bill 
observed that only a small proportion of the cotton trade was 
affected. 'I'here was scarcely Ii trade furnishing imports to 
India which had not to suffer to some extent from competi­
tion witb local m'lllufacture. The Government, however, 
apprebended that if India produced liner yarns and cloth 
from imported raw cotton, their reveuue from cotton dulies 
would diminish gradually. With n view to guard against 
such a contingency, he proposed the imposition of an imporl 

1 Ibid. 
I Tarilt .. loatiOlll were Iowerad in 1869 bJ 16 p.e. 
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duty of 2 p.c. on long stapled cotton - imported frolJl Egypt 
or America. " If in spite -of such precautions," said Mr. 
Hope, ., the rndian mill manufactures should assume more 
importallt dimensions than at present, then. there· appeared 
no doubt that the proper course would be, not a repeal of .the 
import duty with its concomitant resort to mOl'Elobjection. 
able taxation, but the imposition of an excise duty." 1 The· 
imposition of a duty 011 a raw material is DOt approved even 
by I' highly protective country not to speak of a free trading 
country. But Mr. Hope wanted to equalise competition by 
his dictum that " In order that a local manufacture usiog 
imported raw material might have no advantage over the 
importer of a manufactul'Eld article who had to pay. a duty, 
a dutyon the raw material was required in amount equal to. 
thllt paid on such manufactured article." I The principle of 
a c.>mpensatiDg duty is that where a rllW material is taxed 
the manufaotured commodity is subjected to a higher rate of. 
duty so as to compensate the local maDufactUl'Elrs using the. 
taxed material. But here a novel view of compensating duty 
was put forward. 

Sir William Muir pointed out "our position would noi 
have admitted abaodoDment of the duty OD cottOD imports. 
The loss of £ 800,000 could no' have been undergone unless 
we could have substituted for it some new aource of taxa­
tion." .. n must not be forgotten," he said, .. that the 
Government haa speCially favoured this branch of merchan­
dise by adopting the lower valuation of the minority of the 
Committee." 

Mlnquis Salisbury, the then Secretary of State for India, 
however. did not approve of the provisions 

IM.D_ 01 0'11 .... 
d." .. do .. _ .... b7 of the Act of 1875 relating to cotton duties. 
lh.o s...·-..yol_. In his despatch, dated the 15th July,1875. 
he ~ferred to the abolition of coUon dutics on poliLical 

• P~i ... or ... CaouIoiI 01 &1M a-.......o-ni or ladi •• 1-<'15_ 
I P.......-di ... or &1M Ooa ........ '110 Go_1hDtInI or IDdia. 1S7S. 
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grounds, provided the financial condition permitted it. 
Subsequently he pressed for the abolition of tbis duty on 
economic grounds as well. "On general principle," be ob­
served, " it is liable to objection, as impeding the importa­
tion of an article of first necessity and as tending to operate 
as a protective duty in favour of a native manufacture. It 
is tbus inconsistent with the policy which Parliament after 
very mature deliberation has sanctioned." I Nor did be 
acclrd his sanction to the duty on r.Jw cotton on the ground 
th'lt it would retard and perhap3 prevent the growth of an 
important branch of Indian industry. The Tariff Act of 
1875 raised also a constitutional issue of far-reaching im­
portance. The provisions of the bill were not communicated 
to the Secretary of State before they were passed into law by 
the Legislative Council on the ground of urgl~ncy and secrecy. 
The Secretary of State, however, did not approve of this 
procedure even though it was pointed out by Lord Nortbbrook 
that there were many precedents of the procedure which he 
had adopted. Besides, the financial situation was by no 
means hopeful. In India, the revenue was subject to seriou~ 
fluctuations, and with the probability of a permanent depre­
ciation in the value of silver, with all the serious conse­
quences that were expected to ensue, it was impos~ible to 
give up so large an amount of revenue within a fixed term of 
yeJrs consistently with the safety of the finances! The 
c.lOtroversy led to the resignation of Lord Northbrook and 
tbe appointment of Earl of Lytton as Governor-!;eneral of 
India. and Marquis of SlIisbury immediately began to press 

for the abolition of cotton duties. In 
Dopa'"'"'" ll'OID Febru.,ry, 1876, a deputation of employers 

L .... 1hire. 
and workmen representing the cotton 

manufacturing districts of England made the following state-

1 Deapalab 01 the S ..... "uy of s_ "'India, lItb No ..... ber. 1871. 
I lM1er from 1be ~., «India, i1Dtb FebrnarJ. 1876. 
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ment to the Secretary of S~te :- -

That in July, 1874, Rs. 2:1,000,000 were inveated in the 
cotton factory industry of Bombay, and that in November, 
the amount of those investments had increased to Rs. 
38,000,000. 

That·in 1870 there were only 14 mills in the Bombay 
Presidency, in 1874 there were 26, and in 1875 no leas 
than 38. 

That the exporLs of machinery to India for the purposes 
of cotton m:muracture have very largely increased during 
the same period. 

That some of the mills have been fitted with machinery 
for spinning the bulk of the medium ~,as well as the 
whole of the coarse goods consumed in India. 

That there is nothing to prevent the gradual substitution 
of Indian for British manufactures in a trade whicb 
constitutes nearly two·thirds of the total exports from 
England to India. The Bombay Chamber of Commerce 
supplied tbe Secretary of State with figures showing a 
marked decrease in the import of certain classes of piece 
goods and yarns and the Secretary of State was con­
vinoed of tbe' view tbd .. n is difficult in the face 
of these indications to doubt that the protective action of 
the present ~rilf has had a m'lfL."ed elfect in contracting 
within its present limits a trade, which if it had not been 
impeded by this obstacle, would have expanded to much 
larger dimensions." I He recognised ,he disadvantages to 
which Indian mills Wl're 8ubjec~ 811 regards fuel, cost of 
oonruuction and organisation but these he thought were 
more than oounterbalanced, quite irrespective of the import 
duty, by the natural advantages "'hich India ptnmsll6 in 
the oommand of raw material, proximity to the consuming 
market and in cht.'8p and appropriate labour. The 000-

1 D L ... fI ..... S rJfllIIoIor.,-.,st .. ..,._ 
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clusion at which he arrived was that" Whether the question 
be regarded as it affects the consumer, the producer or the 
revenue, I am of ~pinion that the interests of India impera­
tively require the timely removal of a tax, which is at once 
wrong in principle, injurious in its practical effect and 
lIelf-destructlve in its operation." 1 • 

In 1876 and 1877 the financial difficulties of the Government 
of India were too acute to admit of any sacrifice of any source 
of revenue. These difficulties were caused partly by famine 
and partly by the depreciation of silver. Sir John Strat­
chey, the then. Finance MembE>r, was strongly in favour 
of the repeal of the duties on cotton goods but for financial 
difficulties. But he prophesied that "the time is not 
hopelessly distant when the portll of India will be thrown 
open freely to the commerce of the world." • 

On July 11, 1877 the House of Commons adopted II 

resolution to the foilowing effect: "That, in the opinioll 
of this_ House, the duties now levied on cotton manufacturel! 
imported into India, being protective in their nature, are 
contrary to sound commercial policy, and ought to be re­
pealed without delay, so soon as the fiol;lncial condition of 
India will permit." While transmitting this resolution to 
the Gove~ment of India, the Secretary of State for India 
observed: "It is a subject of much satisfaction to me that both 
Your Excellency and the Finance Member of your Council, 
after a careful review of the fiscal system of India, have 
been able to concur with me so unreservedly in the opinion 
that the early reduction of the duties on cotton manufs(loo 
tures with a view to their ultimate repeal, is a measure of 
great importance both on economical and political grounds." 
In the same despatch the Secretary of State for India suggested 

I nid. 
I l'iDanci.1 SIIlWDen'. 1877·78. 
S Despatch lJOID &be Becre\arJ 01 Sla ... I.,.lD~ia. 80Ib AD,.,., 18'17. 
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that if the financial exige~cies did not admit incurring any 
material loss of revenue from remission of duties there were 

still two measures which the Government might undertuke-' 
namely, the repeal of the duty of 5 p- c. on raw cotton and 
the exemption from import duty of the lower qualities of 
ootton manufactures upon which the duty was incontest" 
ably protective. ' 

In pur~uance of this policy the Government of India 

D"U.. on coarur 
ooU.un Rood. repealed 
1.1,78. 

repealed the duties on imported raw 
cottQn and coarser qualities of cottQn 
piece goods and cotton yarn (Mule No. 32 

and lower numbers and water No. 20 and lower numbers); 
but this measure failed to satisfy the Lancashire interests. 
The Manchester Chamber of Commerce pointed out to tbe 
St'crctary of State for India that the list of free goods re­
quired to be materially added to. Shirtings and longcloths 
although they may be made from 30's and coarser yarns, 
Buch as are spun in India, remain subject to the impost. 
In the case of yarns, the objection to the fixed limits of free 
list is eVt'n stronger; tht'y are 20's water and 30's mule, 
whilst, as is well known, a great portion of yarn shipped 
to India up to 24's water 40's mule, both inclusive is spun 
from cotton grown in India. 1 It was therefore ·suggested 
Ulat exemption should be extended to all goods made from 
yarns not finer thljn 30's and all ysrns up to 26's water and 
42's mule. The Government of India appointed a Commi­
ssion in 1879 to enquire into this grievance and the 
Commission reported that .. the re.al proximat.e source of 
the complaints which have arisen is the fact that there is 
littie essential difference between the cloths which have been 
exempted aud tbe large classes of cloth, otherwise styled 
which ha\"8 not. The only effective remedy obviously is to 

, R ..... 01 ,... a.. ... 01 Dindoro 01 &loa 110 ............ ClIo ...... 01 C>-m ... 

1I1 ........... '8tB. 
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treat similarly, whether by exemption or taxation, all cloths 
of the same texture, irrespective of the lengtbs and width 
in which they happen to be made up." With rE'gard to 
yarns the Commission held that the claim of the Manchester 
Chamber of Commerce was unjustifiable as the bulk or the 
yarn spun by the Indian mills was below 20's mule twist 
and 18's water twist. The Government of India recognisea­
that it was not reasonable tha t certain goods should be 
admitted free, while large quantities of goods· of almolrt 
precisely the same character in everything but name, remain 
liable to duty. They therefore by a notification, dated the 
13th March, 18'19, exempted from duty all cotton goods 
containing no yarn finer than 30's.' This mE'asure· was 
not, however, approved by the majority of the Viceroy's 
Couucil but the Governor-General overruled his Council 
and expressed the opinion that the proposed measure was 
one "whereby the interests of British India are essentially 
affected" -and that the measure should be adopted and 
carried into I!ffect. This measure was hailed with satisfac­
tion by Viscount Cranbrook, the then Secretary of State 
for India, but as many as seven members of his Council 
disapproved of it on the grounds that ,t it was a needless 
sacrifice of revenue at a time when there was a deficit in 
the Treasury" and that "it was inexpedient that the 
Viceroy should for such a purpose put into operation the 
power he undoubtedly possesses in any matter which he may 
judge to affect the interests of India." Sir E. Perry in 
this connection observed in bis Minute, "I think the, 
remission of cotton duties at that period was most inoppor­
tune, and that the overruling of bis Council by tbe 

1 It _ noteworthy &hat the Bombay Chamber paoed the foUowing l'elolotioD on 

the 4th Much. 1871 :_uTh.l the GO~erDmf'Dl of Jodia be urged to nell.p' rrom 
eutom. dul,.aI. eotlon goocU 01 every size aDd denomiD."Km if marle 0' Jam of 80'. 
ed UDder. " 
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Governor·General was unconstitutional, and a dangerous 
precedent for the future if allowed to pass unnoticed." 

In 1882 the improvement of the finances of the Govern-
ment paved the way for the abolition of 

Bepeal of \he GI .. • th I . d t I h nl Impon DuI1 ODd e genera Import u y as a so t e 
c..IIoD duli... remainder of the duties on cotton goods 
and yarn, and with the adoption of complete free trade a 
long chapter of controversy was ciosed. 

We have seen that before the assumption of the terri­
torial possessions of India by the Crown 
the rate of export duly was 3 p.c; with 

certain exceptions. In 1860 Mr. Wilson laid down the 
following dictum for the imposition of export duties: 

• 

Ripon Duw. 

.. As a general rule, when the productp of our soil have (0 

find a foreign market, and in cases in w~ich they enter into 
competition with those of other countries, the direct effect of 
export duties must be to place our products in those countries 
at a disadvantage with their foreign competitors. With 
regard to export duties on articles which have to compete 
with the products of simIlar articles from other countries in 
neutral markets, the lirst elfL"Ct no doubt is that the export 
duty ads to that extent as a reduction of the price paid to 
the producer, and is B special tax Bnd discouragement to him 
as a producer; but a further and serious danger is that Jour 
duty may exclude the articles from the foreign market "lto­
gt·ther, but a8 a prohibition, and thus pus an eDd to, or 
greaUy limit, tho produdion and the demand for labour." 
In accordnnoo. "ith this dictum the export duty on w, 
coirCt', wool, 8ax, jute and raw hides was abolished. But 
saltpetre, which was at that time a monopoly of India was 
thought to bear an enhanced duty and the export duty on it 
was raised to Rs. sa per maund. The quantity of saltpetre 
exported from India was about 900,000 maunds But Ulis 
enhanced duty diminished the export of this article ronsider-
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ably.' In 1865 the export duty on jute, tea and coffee was 
revived-. but it was a retrograde measure and was passed to 
compensate the loss of revenue that would arise from the 
repeal of the income tax. In 1867 the articles subject to 
export duty were enumerated, the remainder being freed 
from duty. Thus the duty on 88 articles was abolished 
leaving only nine classes of articles subject to duty. At the 
same time the export duty on grain was raised from 2 to 3 
annas per .maund. The export duty on rice was the subject of a 
great controversy. It was argued that the export duty produced 
a prejudicial effect on the rice trade and the Burma trade de­
clined in favour of Siam and Cochin China. The Govern­
ment of Madras objected to the duty as a m·lttl'f of principle 
but admitted that the duty exercised no appreciable influence 
on the trade. The Lieutenant Governor of Bengal remarked: 
"The rice export flourishes and improves, notwithstanding 
the small duty it has to bear." The Chief Commissioner of 
Burma upheld the continuance of the duty on the ground of 
the enormous, development of the trade and the peculiar cir­
cumstances of Burma. Sir William Muir justified the conti­
nuance of the duty on the ground that "the greater part of 
the export is from Burm'l and the land revenue. assessments 
are extremely low ; and this duty whiclr is a moderate tax on 
the profits of the peasant proprietor.s, is the easiest and most 
covenient form of supplementing the land revenue."· The 
question of the exp~rt duty on food grains, apart from the 
question of revenue, has been discussed from the point of 
view of the conversation of food supply. I~ is asserted thd 
the total production of food stuffs in India is not adequate to 

1 Mr. WillOD espreued • bope .. hal t!18 Cua&oma doty from aallpe&n wiMhi. be able 
&0 pre&eDt. respectable figure iD 'be revenue Tb.' espe..'taljOll ha. beeD .bon" d~ 
appointed. Tbe augmeoted duLy wa. at fir ... filed a' RI. 9 and .fterwam. redoced ro 
He 1 per m.mDd. .oNoh.itlm.aodiDg lbu reducliou, t.be JDdiaD article wu fouDd 
uoable to comptle with abe DeW maDoIacWre iD Europe and dae II'ade iD .. I&pe&re 
became and still cootiODe' iD alangaiahiog .t.ate."atu.e,-Fiuaneial Statemo&.l866 . 

• Bpoecb in lb. Go •• mor GoIle ... I'. Legiololi .. Cooncil, 1876. 
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provide the people with the food reqUired and this insuffi­
oiency becomes accentuated during a period of scarcity. It 
is therefore urged that there should be a restriction on ex­
parts of food graius whether by a duty or by prohibition. An 
artificial reduction in the price of food grains is liable to be 
accompanied by a diminution of agricultural resources. It 
iy also probable that any depression in the price of food 
grains mil{ht lead to the substitution for them of non-food 
orops such as cotton, jute and oilseeds. It is pointed out by 
the Fisoal Commission that "at existing prioes the efficient 
demand of India is satisfied and there remains a surplus for 
expor~. Were the export market not open, the surplus 
would not be produced. The existence of this exportable 
surplus oonstitutes a most important faotor in the problem 
of food supply for a country like Iodia which suffers from 
periodical local failure of oropS:'l They have considered a 
policy of free export in normal years as most advantageous 
for the food supply of India. 

The Tariff Aot of 1875 repealed the export duty on six 
important artioles such as cotton goods, grain, tanned hides, 
oils, seeds and spices. It is worthy of note that the export 
duty on cotton manufaotures atrected the rising cotton in­
dustry by putting it under a disadvantage in its competition 
wi~h foreign produot~. Thus with the exception of rice, 
indigo and lao, all artioles of export were freed from expon 
duties. The export trade of India was considerably sumul­
a~ afk'r 1860 but it is difficuU to say to what exk'nt the 
expansion was facilit-ated by tbe repe,t1 of tbe duties and to 
wbd extent by the improve.nent in tbe means of communi­
C4tion which hroul{bt tbe exportable articles from the in­
terior to the ports. 

• lIopoc\ ~ \he tDdi.. P;..I c--' • p. 111. 

.45 
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The financial prospects of India in 1894 presented a 
gloomy picture. The Finance Member 

':the Tariff A..t 01 t·· t d d fi· f 3 . h lS94. an IClpa e a e Cit 0 crores In t e 
budget. T.his deplorable state in the 

Indian finances was brought about by the enormous fall in 
the gold value of the rupee as also by the heavy expenditure 
incnrred on the frontier wars. The demand for revenue 
was thus extremely pressing. Even before 1894 the finan­
cial situation was by no means sound. The addHional 
revenue secured by the imposition of new taxes was dissipat­
ed in making provision for exchange charges. In 1888-89 
the exchange charge was just within the resources of the 
Government but since then it overtook and even passed the 
improvement of revenue that could be set against it.' The 
only available source of revenue in tliese circumstances 
was the re-i mpasition of the import duty. The Finance 
Member in his budget while re-imposing the general impurt 
duty of 5 p.c. on all gJods, excluded under instructions from 
the Secrtlklry of State for India, cotton goods. He quoted the 
authority of the Herschell Committee that opposed the ra­
imp03i&ion of duty on cotton goods. "The cotton duties were 
the subject"of vehement attack in this (",ouotry. A:oyattempi 
to re-impose them would meet with great opposition. And it 
cauoot be denied that the re-imposition of such duties would 
provoke a demand for a counl.er-vailing excise upon all cotton 
goods manufactured in India." The proposal for a general im­
port duty excluding cott-on goods evoktld widespread opposition 
and criticism both from the European and the Indian public. 
The Hon'bie Mr. Playfair on behalf of the European mer­
cantile community argued: "It is inexplicable from purely 
fiscal considerations, why woollens from Bradford, hard­
ware from Birmingham and umbo·eaas froID Glasgow 
should become subjeJt ~ tariff, while coltons froID 

, 8peeeh 01 Mr. WeoUaad. 
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Manchester puss in tree." He further remarked that "If 
Manchester with the help of the economic appliances suggest­
ed for her benefit by the leading scientists of the world, 
cannot compete wi~h manufacturing India at a difference of 
21 p.c. to 5 p.c., it appears to me to be a pure matter of 
sentiment. I strongly maintain that the maximum would 
not amount to a protective duty." 1 

Even an official member like Mr. Stevens pointed out that 
.. It is impossible to ignore the rapidly spreading and grow­
ing belief which is gaining currency with all cla~se8 through­
ont the country, that in this case, and perhaps in others, the 
interests of India are sacrificed to meet the exigencies of 
party politics in England." Dr. Rashbehari Ghose, a 
non-officinl member voiced the opinion of tbe Indian public 
in the following words: .. I venture to think that the 
exclusion of the cotton duties from the Tariff Act would be not 
ollly a cruel wrong to the people of this country, but a 
grave scandal as well as a financial and political blunder. 
The Finance Member pointed out that any attempt to re­
impose them would meet with opposition. But opposition 
from whom? Not from the people of this country, not from 
the people who would ultimately pay these duties but from 
the manufacturers, the merchant princes of Lancashire ••• 
Mr. Westland admitted that there were arguments on the 
other side but though' that like any other queshon of Imperial 
policy. the matter Was one for ilie decision of Her Majesty's 
Government. The Tariff Act of 1894 was thus passed in 
the teeth of non-nfficial opposition. 

The re-imposition of the import duties was calculated 
to yield a revenue of II crores, while the 
total deficit amounted to 3l crores. Had 
the impod duty on cotton goods been re­
imposed it would have yielded II crores 

• ~ 01 IIr. PIo1rair _ 'Ioe ,....1 BiD .t IBIII. 
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more and would have reduced the deficit to half a crore. 
Before the effects of the new Tariff Act were realised, the 
Secretary of State for India in a despatch adverted that if 
the Government of India were forced to consider the ques­
tion of import duties on cotton goods the! must devise 
measures to deprive these duties" of a protective character." 
He suggested that this object cou Id be attained ei ther by 
exempting from duty those classes of imported goods which 
clearly and directly competed with Indian manufactures or 
by levying on the latter an excise duty equivalent to the 
import duty on corresponding goods from abroad. He did 
not admit that there was insuperable difficulty in the ad­
ministration of the countervailing excise duty as the products 
of the handloom industry would be exempted from it. Nor 
would the existence of cotton mills in the Indian States 
present any formidable obstacle as tbe question might 
be settled either by a customs union or by the maintenance 
of a customs line. 

The Government of India, however, pressed by financial 
necessity proposed to re-impose duties on cotton goods. 
An enquiry conducted by Sir James Westland to ascertain 
the nature of competition between Indian manufactures and 
those from Manchester disclosed that only 6 per cent. of the 
goods produced in India came in dired competition with the 
similar products from Lancashire. As a result of these 
investigations, the Government of India formulated propo­
sals to levy-

(a) 5 per ceot. ad valorem duty on all cotton piece 
goods; 

(b) 31 per cent. ad valorem duty on all imported cotton 
yarns of counts above 24. 

(e) 31 per cent. ad valorem duty on all machine-made 
cotton yarns, of counts above 24 produced at mills in 
British India. 
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These proposals were modified by the $ecretary of State for 
India who thought that there was no valid reason for 
differentiation as to rates of duty between cotton piece 
goods and yarns, and proposed that the duty on both should 
be fixed at 5 p.c. He also objected to 31 p. c. duty on 
yarns on the ground that it might prove protective to India 
in view of the fact that English goods would have to pay 
5 p. c. duty and as a corollary to this, the excise duty 
should be raised to 5 p. c. Further, the duty on yarns 
should begin with counts above ~O instead of 24 as proposed 
by the Government.' 

Two bills were introduced in the Indian Legislatu~e 
embodying provisions as modified by the Secretary of State. 
The bill relating to the cotton excise duty aroused, however, 
considerable opposition not only from the Bombay MiII­
owners' Association but from the officials as well. Sir James 
Westlnnd with regard to the cotton excise duty remarked: 
.. The proposal, I make, is not mnde on its own merits." 
'rhe Hon'ble Mr, Playfair objected t{) the bill on a question 
of principle, He remnrked: .. As a principle it will "bring 
into prominence the overpowering inOuence of an authority 
which, if exercised without regard to the immediate int~rests 
of India, may take away from this Council aU independence 
and its representative character, .It will be assumed­
indeed it has already been assumed-that India is not to be 
allowl>d to develop 'any industrial enterprise if that enter­
prise is likely to compete with an English industry." The 
Bengal Chamber of Commerce recorded a resolution protes1-
ing against an excise duty not resorted to on its own merits, 
being levied on Indian goods merely as the result of a deci­
sion come to by an lIutbority which, as alleged by the Indian 
Finanoial Member of Government, has by the constitution 
of India the power to enforce that decision. Mr. P. M. Mehta 
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representing Bpmbay urged that tbe policy underlying tbe 
provisions of tbe bill was that the infant industries of India 
sbould be strangled in their birth if there was tbe remotest 
suspicion of tbeir competing with English manufactures. 
An amendment to raise the exemption limit to 24's was 
negatived by the Council and tbe bill was passed in the form 
in whicb it was introduced. 

The Cotton Duties Act of 1894 failed to satisfy the cotton 
manufacturers of Lancasbire. Tbe cotton 

Tbe Tadff Act of industry was at this time in a state of 
1896. • 

depression and it was thought (thougb 
wrongly) that the Indian duties contributed to this depression 
in some measure. The statistics of cotton goods trade in 
India did disclose that during the period when the imported 
goods were subject to a duty the trade expanded in a greater 
ratio than in the period when the goods were admitted duty 
free. Again, the expansion of the mill industry in India was 
more rapid when India was made to compete with Great 
Britain on equal terms. '['hus the effect of the duty on the 
trade in cotton goods was hardly perceptible. 1 Yet the 
cotton manufacturers of Great Britain thought they 
were injured by the Indian duties and carried on a fresh 
agitation. 

On the 21st February, 1895, in thc' course of a debate in 
the House of Commons the Secretary of State for India 
stated that" If it were shown on clear evidence tbat those 
duties as now imposed, had any protective cbaracter as 
against British products Her Majesty's Government would 
in concert with the Government of India consider the matter 
with a view to carry out loyally the declared intention to 
avoid protective injustice." A few days after this declara­
tion, a deputation from Scotch manufacturers and exporters of 
dyed cotton goods to India urged before the Secretary of State 

Despa.tch from the Secretary of State, 31st May, 1894, 
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two points: (1) That they sent to Burma a large quantity of 
cotton yarns of low counts, which had to pay a duty· of 
5 p.c. and were thus at a clear disadvantage with similar 
competing yarns from Bombay and Calcutta which paid no 
excise duty if of number 20 and under, and entered Burma 
free of duty. (2) That Indian mill-made goods paid a 5 per 
cent. excise duty only on the grey yarns from which they 
were made, which yarns might be valued at 5 to 8 annas 
per lb. whereas bleached, dyed, woven and printed goods 
from the United IGogdom paid on importation a 5 per cent. 
duty on their value which might be from 16 annas up to 
40 annas per lb. Thus goods bleached, dyed, woven and 
printed in India enjoyed a clear and in some cases a large 
fiscal advantage over similar goods imported from the United 
Kingdom. This deputation was followed by another 
deputation of Lancashire manufacturers who urged that 
the excise duty imposed on the products of the Indian 
mills of COllnts over 20 bei ng only partial in its character 
was open to the following objAr.tions :-

(1) That the import duty imposed on cotton goods ex­
ported from England made from 20's and below, without 
any countervailing excise duty being imposed on goods made 
from similar counts in India, is absolutely protective in its 
character; 

(2) That the 5 p. c. import duty charged on the ad 
valorcln value of the British piece goods is not completely 
countervailed by the 5 p. c. excise duty charged on the yarn 
value of the goods made in India and that so far any portion 
of the value of these goods is not chargeable with excise 
duty, the import duty becomes protective to that extent; 

(3) That the exemption from excise duty of yarns 20's and 
below will encourage tbe manufacture of duty-free cloths. 

To meet these objections two bills were introduced 
in· the Indian Legislature to amend the Tariff Act of 1894 
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and the Cotton Duties Act of the same year. The bills 
provided that the import of yarns was to be free, the import 
duty on piece goods was to be reduced to 3! p. c. and at the 
same time an excise duty 3t p. c. was to be imposed on all 
woven goods, the production of yarn being free. Sir James 
Westland ill introducing these bills emphasised that the state­
ments of the Manchester merchants were exaggerated but 
yet he held that there was some truth in the contention of 
Manchester "that the exemption of the coarser goods creates 
a difference in price between the coarser .and the finer, which 
tends to divert the course of consumption from the finer to 
the coarser." He did not regard it a burden upon the 
Indian mill industry, because the Indian mill owner would 
pass it on to the producer. The Hon'ble Mr. Playfair argued 
that there was nothing before the Council to show that goods 
manufactu'red in India entered into direct commercial com­
petition \'lith the goods imported Crom the United Kingdom 
and the theory of substitution under the argument that the 
exemption of lower qualities from taxation tended to divert 
the course of consumption from the higher to the lower 
class of goodd was groundless and was disproved by the fact 
that the purchasers of the coarse Indian-made goods were 
distinct from the purchasers of the Lancashire product. It 
was also pointed out by him that the proposals under these 
bills meant a remission of taxation of Rs. 5It lakhs (or 37 
p.c.) on Manchester goods and an increase oC RR. 11 lakbs 
of taxation on Indian-made goods. J The non-official Indian 
members also stoutly opposed the cotton excise duty 
bill but it was passed with the ofDcial majority. The 
Bombay Mill-owners' Association recorded in their report for 
that year that "the Government of India passed an Act the 
effect of which is to penalise by an excise the right of the 
inhabitants of the country to spin their own cotton into 

I ParliameDtary Paper, c.&07t1. p. 89. 
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yarns and to weave those ;yarns int6 cloth for their own 
clothing because of the shadowy statements of interested 
manufacturers in England alleging protection in favour of a 
native industry which has no existence except in their own 
imagination," Thu~ was closed a great controversy which 
lasted for more than thirty years. 

Another industry that received some attention ilJ the 
sugar industry. In the nineties the lm­

C ••• ton,iII., im· portation of beet sugar from the continen­
pori dUll 011 IUsar. 

tal countries of Europe, specially from 
,Austria and Germany, largely increased and there was a 
great shrinkage in the acreage under cane iIi India and the 
closing of many refineries. The exports of sugar from the 
above countries were encouraged by bounties and it wos 
Tecognised that competition between the Indian cane sugar 
industry and the continental sugar industry was not on fair 
terms. Ir1 order to proteot the Indian industry Ii countervailing 
-duty on bounty-fed sugar was imposed in 1899. This duty 
'wasincressed in 1902 but was subsequently abolished for one 
country after another as a resuU of -the· Brussels :Sngar 
Convention of 1903 which led to the abolition- of the bo~ty 
,system •. 



THE RISE OF PROTECTIONISM 

We b/love indic~t,ed iJ~ the previous cbapter tbe establisb­
.ment of a system of free trade in India as a sequel to the 
British commercial policy of free trade. Neitber tbe Indian 
public nor the Government of. Jndia had any power to 
mould a fiscal. policy Buited to the intl:lrests of tbe country. 
~he decline of indigenous industries and the growing export 
of agricultural products together with the import of 
manufactured products led the thinking people of India to 
.entertain grave 4pubts about the soundness of the commer­
-cial policy adopted in Jndia. There were two questions in 
coqpection with IIldia.n fiscal policy......tbe /lOnstitutjone.l 
qllll!ltiQn wlJich prysta11ise4 into e. demand for fiscal auto. 
1l0JIlY as enjoyed by the ~elH}overning Dominions and the 
/Iodoption of a policy of protectioJ} for the development of 
n~tional industries. 

The demand for fiscal autonomy is as old as the India.n 
National Congress and perbaps older. Ever since the 
beginning of political consciousness in India there has been 
an insistent demand for fiscal autonomy for India but it 
was not conceded till after tbe introduction of the Reforms. 
The demand for fiscal autonomy waa put forward with 8 view 
to the adoption of a policy of protection for fostering indi­
genous indu~tries. On tbe litb March, 1913, the Hoo'ble Sir 
G. Chitoavis mo~ed a resolution in the Imperial LegiKlative 
Council recommendiog "the desirahility, in view of the 10,8 
of opium revenue, of considering financial measures for 
strengtbening the resources of the Government, with special 
reference t-o tbe pOisibility of increasing t~ revenue under a 
system of preferential tariff. with the U Ilited Kingdom II!ld 
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the colonies." The subject. of preferential tariffs wali, 
however, a cover under which he insisted on a policy of pro­
tection and fiscat autonomy. "Protection," he said, "is a 
necessity to us. We want protection because we have to 
find employment for our people and to foster our growing 
industries." He wanted fiscai autonomy but thought thd 
"the grant of it would, perhaps for years, be outside the 
sphere of practical polities." In the same year the Hon'ble' 
Rai Sti ltam moved a resolution demanding an additional 
15 p. c. duty on imported sugar with a view to arrest the de­
cline of the sugar industry. The debate on this resolution 
gave vent to the prevailing protectionist sentiment among 
the non-official Indian members. But the Government of 
India were not prepared to accept the prevailing view. Sir 
William Clark emphasised the great disadvantages thai 
would follow from the adoption of a protectionist policy. 

In 1916 Sir Ibrahim Rahimtoolla moved a resolution 
fot the appointment of a Committee to report what measurer 
should be adopted for the growth and development of 
Indian industries. As to the terms of reference to the 
Committee, the mover suggested that (1) Whether represen­
tatioD should be made to the Home authorities through 
the Secretary of State ror India for seeuring to the Govern­
ment of India full fiscal autonomy, specially in referen~ to 
import, export and excise duties and (2) Whether (a) protec­
tion, (b) granting of bounties and subsidies, (e) guaranteeing 
certain rates of interest on capital invested in approved in­
dustries should be availed of in such cases and for such time 
u may be deemed necessary. • 

The outbreak of tbe War demonstrated the unsoundness 
of India's economio position. The depen-­

'fte boa- tI. dance of the country upon foreign COUD­....... 
tries for the supply of her daily reqoire-

ments e:tposed her to grave economic distress. The supply of 
.-atial articles tor her ilaple industries It&Seithercutoll or 
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reduced with the consequence that these industr·ies were in 
danger of being closed down. The. need for tbe develop. 
ment of essential industries was, at no period of the country's 
economic history, recognised with greater force than during 
the last war, and industrialists emphasised that the most 
important stimulus to the development of industries wa, 
the acceptance ofthe principle of fiscal autonomy, As Sir 
Ibrahim Rabimtoolla' observed: "There is a consensus of 
opinion amongst the people of this country that as a condi· 
tion precedent to the growth and development of industries. 
in India, it is essentially necessary that the Government of 
India should have complete freedom in fiscal matters." 1 

The Government of India wbile accepting the recommen· 
dation for the. appointment of an Industrial Commissio~ 
explained that tbe question of tariff policy involved a consti. 
tutional issue on which they were not authorised to expresll 
an :opinion. Besides, it was not considered prudent to 
discuss the question of protection in India without" reference 
to . the fiscal relations of the Empire as a whole and the 
Government assured the Council that this question would be 
dealt with after tbe war. 

The introduction of constitutional reforms in India 
brought into prominence the question of fiscal autonomy. 
Th~. Montagu-Chelmsford Report on Indian Constitutional 
Reforms recognised the prevalence of . a widespread protec­
tionist sentiment among the educated cIasBelI of India, and 
th!l resentment against the determination of fiscal policy 
for India by England. The authors of the Report observed : 
"Desiring industries which will give him Indian-made 
clothes to wear and Indian-made articles to use, the educated 
Indian looks to the example of otber countries which have 
relied on tariffs, and· seizes on the admission of even free 
traders that for the nourishment of nascent industries a 

1 P-.liD,' 01 the Imperial Le,ialali", Counoil, 1918. 
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tariff is permissible. . W ~. do nat bow \'II hetherhe pauses 
to reflect that these industries will be largely financed by 
foreign capital attracted by the ·tariff, although we have 
evidence that he has not learned to appreciate the advan­
tages of foreign capital. But, whatever economic fallacy 
underlies his reasoning, these are his firm beliefs: and 
though he may be willing to concede the possibility that he 
is wrong. he will not.readily concede that it is our business 
to decide the matter for him. So long as the people who 
refuse India protection are interested in. manufactures with 
which India might compete, Indian opinion cannot bring 
itself to believe tbat the refusal is disinterested or dictated 
by care for the best interests of India." I The report, though 
it di.1 not make any concrete proposal with regard to policy, 
nevertheless recognised that any decision on this question 
should be taken with full appreciation of educated Indian . '. opinions. .. 

The evidence before the . Joint Select Committee on the 
Government of India Bill emphasised the need of fiscal in­
dependence" The report of the Joint Select Committee on 
the Government of India Bill pointed out that .. A satisfac­
tory solution of the question can only be made by arrange­
meDta which seem best fitted to India's needs as an integral 
portion of the British- Empire. Whatever be the right fiscal 
policy for India, fo~ the needs of her consumers as well as for 
her manufacturers, it is quite clear that she should have the 
same liberty to consider her interests as Great Britain, 
Australia, New Zealand, Canada, and South Africa.'" 

I lI_pChoI..-d ........ p. 1110. 
I Viti. B .. tIeaw of IIr. Buaa:" A ... &oa.l.tl~ 1_ Ia, ~al_OD 

.110 .... of e-I iDde~ 10 IDdi.. Wi"""" 1& \be ind.-trial do..to_Iof 
ladi. ill .I\qII&hor im.,-ible. I' ill .... n_.,. i. Iho ... &i ..... iDl< '""' 01Il10 
Brill ... Bmpi.., !hoI ..... _JICIIIIID' !>lit of 1& oho.ld .... \be _ to do ..... ita 
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The Committee desired that a conventign for the attainment 
of this purpose should be established and that the Secretary 
of State should, as far as possible, avoid interference with 
this subject when the Government of India and its Legisla- . 
tJITe were in agreement subject to international obli~ations 

and fiscal arran~ements within the Empire. 

On the 23rd February, 1921, the Hon'ble Mr. Lallubhai 
Samaldas moved the following resolution in the Council of 
State: "This Council recommends to the Governor-General 
in Council that His Majesty's Government be addressed 
through the Secretary of State for India with a prayer that 
the Government of India be granted full fiscal autonomy 
under the direction of the Indian Legislature." The object 
of this resolution was to secure a clear pronouncement on 
the subject. The observations of the Joint Select Committee 
were subject to two limitations. In the first place, the pbtase 
"as far as possible" might be used to modify or tone down 
anything; secondly, II international obligations and the 
fiscal arrangements within the Empire" as modifying 
India's right to determine her own fiscal policy was objec­
tionable. "What we want to have is that we should have 
the same rights as are being enjoyed by the Dominions. 
We want a definite assurance that we will have those rights 
without qualifications." Dr. (now Sir) T. B. Sapru on 
behalf of the Government pointed out that the acceptance of 
the resolution, in the form in which it had been moved, wouid 
mean "the over-riding" of BOme of the clear provisions 
of the Government of India Act. He su~gested an amend­
ment " subject to the provisions of the Government of India 
Act, 1919" in lieu of the words " under the direction of 
the Indian Legislature." Sir William Vincent thought 
that the resolution proposed that the Government of India 
was to be suhject to the Legislature in the matter of fiscal 
autonomy and this was inconsistent with the provisions of 
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&be Governmen' />f India Ad.1 The Se!:~f,ary ()f State 'or 
India enjoys special po~rs in coJ)f.!:olling le¢slation Us 
lpdia, m., initial coo,sent and ~terim veto, and what was 
wanted was that 80 far as fiscal legislation is concemecl the 
Secretary of State should surrender these powers. The 
resolution accordingly did not over-ride the Government of 
India Act as i' was merely a request that a convention of 
non-interference in regard to fiscal legislation was to be 
built up. The amended resolution, "iz., If This Council 
recommends to the Govemor-Genersl in Council, that Bis 
Majesty's Government he addressed through the Secretary 
of State for India, with a prayer that the Government of 
India be granted full fiscal autonomy subject to the provisions 
of the Govemment of India Act," was adopted by the 
Council of State. 

trhe financial position of the Government of India was 
at Ylis time extremely embarrassing. Faced with a deficit, 
they were obliged to propose increased duties on the various 
classes of imports including cotton goods. The increase in 
cotton duties from 7 i to 11 p.o. disaatisfied Laneashire and a 
deputation from Lancashire waited on the Secretary of State 
on the 13rd March, 1921. The Seeretaryof State, Us reply 
to this deputation, said: •• After that report by an authorita­
tive Committee of both Houses and Lord Curzon'. promise in 
the House of LoMs, it was absolutely impossible for me to 
interfere ,,·itb the right which, I believe, was llisely given 
and _hioh 11m determined to mllintain-to gi\'e to tbe 
Government of Iudiil tbe right to consid"T the interests of 
India first, just IS we, \\ilbout any complaints from Iny 
other pam of the Empire, and other pans of tbe Empire 
without any complaint from us, hllve al\\1lys chosen the 
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tariffarrangementil' which 'hey think best ·fittedfor their 
needs, tbinking of· their own citizens first." 

In 1920 the q Ilestion of fiscal arrangements within the 
Empire was taken up. A Committee was' appointed to 
examine tbe, trade statistics and to consider and report 
whetber or not it was advisable to apply to the Indian 
cllstoms hriff a systemol preference in favollr of goods of 
Empire origin. But this Committee found that the problems 
raised before them were of such a far-reaching character 
that they recommended their consideration by an appropriate 
Commission. 

~be financial stress caused by the war profoundly 
. , affected the character of the Indian tariff. 

Tlrilf .I .... g.a dor. . h' . d' ed . 
iog aD~ altor the Important c anges were mtro)Jc .In the 
war. tariff to increase revenue. The tariff of 
;1.922, ~wev~, travelled !I long way ,from the,~ari~ ~I! $t>rce 
before-,the war. The general rate of duty 'was ,raised from 
~1 :U;' 1,5.:' ~:c .. but the 'ciutt ~JicOttOn' g()od.s're~~in,~ 
unchanged at . n, p.c., the excise' afso 'remaining 
~nchaniEld ~tat p.~.,' The, duty on machinery w~s ,retain~ 
!'t ~t p,e.: ~Il~; t~~: dutr on ~!l, and dt~l . an.~ : railw..sy 
lDat~ri~lswas rais~ !r\?m ~ t~ 10,.pc, 'Ih~ dl!ty ,on 
inatches.was .. doubled and thal on' Bugar, was raised from 
~~.~ '~~ p:c: CottOnya~n ~hich had ,~inre, ~896 .~~n 
f!"66- w.as. t8x~d~t 5 p.c, Th~, duty on ~erosene C?il,wa~ rai~ 
.l!y one~nna per gl!lIoo and a corresjlOnding : excise ,duty 
~asiuiposed C?n oil,produced in India, , ',t'ho!lgh Sirl.fal~lm 
J!ailey poin~ed out that he _had ,endea"our~ tc?, limit ~is 
proJlO!l~I~ iI! such away II as' Dot to involvll any impo"tant 
~!:Iange C?f :principie in the existing fiscal arrangements," I 
~h.ere .. wa~ _ no escape. from the :C,Qnc!J1sio,! tllat .\IOme pI the 
duties were of a protective nature. 
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With regard to export duties it ilr· to be observed that 
in 1916 two new export duties-one on jute and the other 
on tea-were imposed. In 1919 an export duty of 15 p.c. 
was imposed on raw hides with a view to protecting the Indian 
tanning industry. But this measure contained a novel 
principle by providing for a rebate of two-thirdR of the duty 
on hides and skins exported to the Empire countries 'and 
there tanned. 

An important effect of these tarilt' changes has been a 
great increase in the customa revenue. The pre-war average 
revenue from customs and cotton excise was 9'84 crorea 
which rose to 48':U crorea in 1927-28. 

The appointment of the Indian Fiscal Commission in 
1921 is a landmark in the history of Indian 

Indian PilOal Oom .. 
mioaioa. fiscal policy. To this Commission was 

entrusted the task of examining, with 
reference to all the intereats concerned, the tariff policy of 
the Government of . India including the question of the 
adoption of the principle of Imperial Preference. The 
Indian Fiscal Commission were impressed with the fact that 
the industrial development of India had not been commen­
Burate with the· size of the country, its population and its 
natural resources. They endorsed the opinion of the Indus­
trial Commission that It The industrial system is unevenly, 
and in most cases, inadequately, developed; and the capitalism 
of the country with a few notable exceptions: have .till now 
left to other nations the work and the profit. of m~~fa~~l'­
ing her valuable raw materials or have allowed them" to 
remain unutilised." The Commission held that a consider­
able development of Indian industries would be very much 
to the advan~ of the country as a whole, creating new 
lIOurces of wealth, encourll~inl( the accumu'ation of capital, 
enlarging the public revenues, providing more profitable 
employment for labour, reducinl( the excessive dependence 
of the country on the unstable profits of agriculture and 

'7 
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Jltimulating 1he' national: lire and devl'loping the-rilitional 
''chitracter.' They pointed out that many of the ob-tacles to 
the development of industries in Inrlia, were fast diFappearinl( 
,lind that " a time has come when India ill prepared to' take 
'advantage of any stimulus applied to her industries." ' The 
rndian Industrial Commission suggested certain measures 
luch as improvement in education and extension of banking 
facilities and technical assistance but these were inadequate 
to inspire confidence and encourage enterprise. The Com­
mission, therefore, thought that it was the stimulus of 
protective'duties tbat was necessary for the development of 
industries. They endorsed the view of 'Prof. Pigou that 
.". the :Case for protection with a view to building up produc­
tive power is strong in any agricultural country which seems 
to posseSs natural advantages for manufacturing. In such a 
coUntry tbe immediate loss arising from tbe check to the 
excbange of native produce for foreign manufactures may 
well, be: outweighed by tbe gain fro!D the greater rapidity 
with which the home manufacturing power is developed." I 

Tbe ,majority of the Commission recOmmended a policy of 
protection to be applied witb" discrimination. Tberewere 
certain disadvantages 'incidental to the policy ,of protection 
but if tbis was ajlplied with discrimination, tbe inevitable 
burden on the community \\ou],l be as 10gb! a8 would IIr 
cnDsiBtent with the· due development of industries. 

:·.Th6 minority of tbe Commission, .however, wantEd 8D un­
qualified pronoUDcement that the fiscal policy ,best Buited for 
Iodia-wVas~proteC:ioil. The policy otproteclioD recornmen~ed 
by 'the majority of the Commil'sion connotes thrit discrimina­
tion, -should be exercised in tbe selection of indWltries for 
protection and in the degree of protection alJord£d. To carry 
out this policy they proposed the creation of a Tariff Board • 

• IIepon 01 lINt I.diu Pi_I COIDmini"" p. l1li, 
~ PM.,. U., 
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The ruilction of the Tariff Board would be to consider the 
claims or protection for any industry. In dealing with all 

,claims of protection, the Tariff Board should in the first 
instance 8<1tisry itsell that the following three conditinns are 
fulfil ed:-

(1) The industry must be one pDS-"ClS8ing natural ad­
VDntages, such as sn sbund.lB! sopply of raw materiaJ, 
cheap po"-er, a su If cient supply of labcur or a large home 
market. Such adv8nt"ges will be uf different relative im­
portonce in different industries, but they should all be 
wei~hed and their rel"tive importance asses.-ed. The success­
ful industries IIf the "orid po,sess certa.n comparative advan­
tages to whith lhey owe their success. No indu!;try which 
dOt·s not possess some comparative advantages will be able to 
compete 111 ith them on equal terms. 

(2) The industry must be one which without the help 
of protection eiLher is not likely to develop at all or is not 
likely to develop so rapidly as is desirable in the interests of 
the country. 

(3) The industry must be one which will eventually be 
able to face world competition without protection. 

It 111 ill appenr from the C'lnditions that the second is a 
coronary of the first and the third contemplates only tempo. 
rary protection. 

The Commisaiol) further recommended that industries for 
purpoaes of national defence and for the development of 
which conditions in India were not unfnourable should be 
adequately protected, if necessary. With regard to export 
duties it was laid down by the Commission that they were to 
be imposed when cil'CllDlStancea permitted--only for revenue 
purposes, but not for the purpose of affording protection. 
Apart from the feeling of reseutment again. uport duties on 
raw materials in foreign countries. the disadvantage is that 
they will prove a serious burden upon the producer' if 
the prolecU.ve effect of the duty is to be realised. On dIis 
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'glouna the export duty on hides and skins and onoil 
seeds is condemned. ,Further, they were opposed totbe 
introduction of a general system of Imperial Preference but. 
-if preference was allowed in some cases such preference 
should not in any way diminish the protection required by 
lndian indlllltries. The policy of protection as advocated by 

the Commision raised tbe question of 
ForeiRD Capital. 

foreign capital. It is argued that if under 
a system of protection foreign capital is attracted to Indian 
industries, the advantages of the sacrifice made by Indians 
wiII go to thetoreigner qnd, tberefore. J:estriction should be 
imposed lijlOn the influx of foreign capital into the country. 
The majority of the Commission thougbt thntas there was 
a lack of capitlll in the country, without the aid of foreign 
capital the industrial development would not be accelerated. 
It was also urged by them tbat the foreign capitalist would 
import into tbe country" the tecbnical knowledge and up­
to-date metbods which are e6sential" for India's industrial 
development) and tbus tbe main advantage from the employ. 
lI).ent of foreign capital would remain in the conntry. An 
exception to the unrestricted admission of foreign capital ns 
made in the case& where some form of Government con­
cessions wa~ granted. In such cases 'it was recommended 
by the majority that the Government should insist on the 
Indian character of the companies in rupee capital, a 
reasonable proportion of Indian directors and reasonable 
facilities for trainining Indian app~ntices. 

The minority of the Commission, however, were opposed 
. to tbe unrestricted' admission of foreign -capital into the 
country. Tbey held that there was no valid reason for the 
~stinction drawn between a bounty and a protective duty 8S 

in both cases the people were called upon to sacrifice either 8S 

.ax-payers or as.consumers. They, therefore. recommended that 
every foreign company, desiring to establish an industry alter 
~be policy of protection haB been adopted in India, Bhou~d be 
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subjected to the same con~itions aa were proposed by the 
majority in the case of favoured companies. 

On the 16th February, 1923, Mr. Jamnadas Dwarkadas y 

Tbo p.:no1p1o of prO'" moved a resolutio . in the Asse~bly for. the 
t .... iOD .,..pt.od by 'he acceptance of a pohcy of protectIOn by the 
Go,.rumellto 

Government. The resolution was as fol-
lows: .. This Assembly recommends to the Governor­
General in Council that a policy of protection be adopted as 
the one best suited to the interests of India, its application 
being rejtulatcd from lime to time by such discrimination as 
may be considered necessary by the G-overnment of Illdia 
with the consenfr and approval of the Indian Legislature." 
This resolution was accepted by the Government with some 
reservation~. Sir Charles Innes poioted out tbat the Govern­
ment wa .. prepared to accept in principle the proposition that 
the fiscal policy of tbe Government of India might legiti­
mately be directed towards fostering the develol)ment of 
industries io India and thd in the application of the above 
principle· of protection, regard must be had to the financial 
needs of the country. Further, the policy of protection 
sbould be applied with discrimination, with due regard to tbe 
well-heinl{ of the oomlDunity and subject to the oooditions 
laid down by tbe Fiscal CommiB5ion. Thoul{h during recent 
years tbe ra\ea of duty on imports were raised substantially 
and these allorded protection to some of the local industries, 
yet the principle of protection was not deliberately sdopted. 
But the acceptance of this principle marked an epoch in the 
Iiscal histofJ of India. The Commerce Member tbought 
that the time was not opportune for the adoption of a policy 
of protection as the industrial depression in the European 
countries would oompel them \0 figM for markets open to 
tbem.' But the truth is tbat this was the time when Indian 
industries required protection most if they were to be asved 
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from' the ruinous 'effects of foreign competitiori. .Much 
apprehensioDi was felt for the intetests of the agriculturists 
an'd the middle' classes. It was argued that a policy of pro­
tection would diminish'the prices ,of agricultural products by 
'limiting their markets and would raise the cost of living of 
the agriculturists . by raising the prices of imported goods. 
But the Commission pointed out: "Provided, however, protec­
tion is applied with discrimination we do not think that the 
burden imposed either on the agricultural producer or through 
a rise in the prices of agricultural produce on the consumer 
in general, need be sufficient to make us hpsitate regarding 
the net advantages of the policy ""e rec"mmend." 1 In the 
course of the debate it was also urged thlt the Fiscal Com­
mission while recommelldi ng a policy of protection fri"d to 
reuder that policy as ineffectual as possible by loading it with 
un workable conditi lOS. Objection was taken specially to 
condition (2) that the Tariff Board shall afford aid only 
when an industry claiming protection is able to show that 
it is not likely to'develop at all. or to develop so rapidly as i. 
desrable, without protection. It is not difficult to conceive 
that there may be a great divergence of opinion among ex­
perts as to the potemialhy of an industry. Nor Will it 
be easy for experts to prophesy that· an industry would 
eventually be' able to face world competition without 
protection, as industrial changes are so rapid in these days. 
n- was, therelore, proposed that "the fact that' although 
there exist ,natural advantages for an industry and it has 
not made rapid progress under existing regime, should be 
IlI?Iisidered sufficient proof that protection is needed in its 
case to inspire, capital with confidence and to make the 
progress of the industry rapid." I 

DouMs were expressed as to the continuity of the policy 
of protection by the Government· by several memherll, but 

I Repod 01 lb. ladi ... J!*-1 Cm>miIIioD. p. ,I.. 
• Losiolali .. "'m~l, Debateo. 1928, p. 239/: 



.. THB BIBE OF PROTECTIONISM. 875 

'the CQm~erce M"ember gave-lI pledge- that" "the passing:of 
t.he resolution would pin down at any rate the - Government 
of India to that polioy." The re~olution 8S amended by the 
GOVE-l'nment WIIS acoepted bi the House. 

With the war an era of industrial expansion dawlied up~ 
on tbe country. The les!>6ns taught by the 

IDdllllriol dep,.",!o •• 
war brought about a remarkable ohange 

in the industrial position of the country as also in the out­
look of its business men as compared with those of 1918. 
Government experienced Ii great shortage of materials 
reqllired for mllnitions and the industries were handicapped 
on account of interrupt.ions in the supply of machinery and 
stores. The Munition· Board under the leadership 'of Sir 
R. T. Holland was started with the object ·of applying the 
manufacturing resources of India to war purposes.- The 
high prices of imported articles induced the industrialists 
to throw themselves wholeheartedly into industrial ventures 
all over India. But the industrial boom was short-lived. 
With the restoration of peace conditions, the industries of 
the world becsmo Buddenly involved in a great depression. 

'Thll Call in the prices of the staple commodities of the 
world trade WIlS enormous, and India could Dot escape the 
to'rriLle effl'Cts oC the depre<sion. The competition of 
imp,'rted products with, the manufactures ·of the, country 
became - UU1tSUlilly jlever8 anti a strong· demad developed _m 
the o.untry for protection to the nascent industries. . 

Wi h tile 'ucoeptanC8o[ the principle of protection by' the I 
. , Government -of India, -"arious industries ~ 

ol!::"l. =~~.i," begal\ to put forward a cla~ for pro-
tection. The Tat-a Iron and Steel Comp;lny 

WDB the firat Indian concern that olaimed prot-ection for the 
steel indu~try. Their proprunl waB that a duty of 831 p.e. 
ad oalore," should be imposed on all kinds of steel manufae­
tured by the Company at Jamshedpur. It was pointed out 
thBi fo~ BMI WBB likel1-to enter India, at a Price. 
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Without duty; of Rs. 150 per ton and that the Company could 
not sell st.eel at a reasonable profit unless the price was Rs. 

200 Ii ton." The question of protection to the Steel Industry 
was referred to the Tariff Board which was appointed by a 
resolution of the Government of India in the Department of 
Commerce. 1 The Board were directed also to investignle 
the effect of their recommendations upon industries dependent 
on the lise of steel. 

In their report to the Government of India, the Tariff 
Board pointed out that India possesses 

T.~aq~?r~. by the great natural advantages for the production 
of st.eel and iron and that the first condi­

tion laid down by the Fiscal Commisaion is fulfilled. Not 
only does India possess high grade iron ores in large 
quantities but they are situat.ed in close proximity to the 
coal fields. This is important because the freight on raw 
materials is a heavy item in the cost of production. With 
regard to the supply of coking coal the conclusions of the 
Board were: ." (1) There are sufficient supplies of coking 
eoal available to meet the needs of a steel industry capahle of 
providing for India's own requirements and a certain surplus 
for export for over a century; (2) the question whether coking 
coal exists in sufficient quantities to justify the establishment 
of a large export trade in st.eel cannot he settled until furthrr 
surveys and explorations have been made; (3) the information 
at present available suggests the desirability of conserving 
India's resources of metallurgical coking coal.'" In respect 
or fluxing materials India does not possess the same superiority 
118 in ore but economically is at no disadvantage. In respec~ 
of labour the country sulfers under a disadvantage which is 

1 ReIolutiOD No !UH, dated the 1Or.b IDly. 1928 • 

• B.pon of lite Toritl Board ieRardi", ,be graD' of ~ '" lite Steel 
IDdUBt'l'. p. 19. The TaIa!ro. ODd Steel Con.paDl .-d !hat IIto7 belie.ed.bey 
bad 400 mil\.ioa .... of eokiD, ... 1 ill &heir mian iD lbelberia aDd Bui .... i 
&e1d;oo 
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inevitable in any country- that is abput .to pass from ~ 
agricultural into a mauufacturing stage. During thetranRi­
tion period it ia necessary t~ rely on imported skilled labour 
but this ia a. temporarY difficulty and . would -eventiiallY 
diaappear. FUrther. India haa a· fairly large market lor steel 
as the total consumption of iron and steet is in the neigh­
tiourhooil of one and a half Biillion tons. -The ~ard 
expressed the. opinion that " provided there is an adeqUate 
expansion of transport facilities there· would b6 room for twa 
or three steel works each with· an outputoomparable to that 
of the works -at JaDl~hedpiu'." 1 . AsiE'j!;8rds the second 
condition which related to the necessity of protection. the 
Board held:: " Our deliberate opinion is that without the helll 
Gf protection. the steel industry is not· likely to. develop ~t 
all." I They recognised that. the . industry : waa p8!!Sing 
~hrough an extremely difficult transition. period and .. if the 
t:lforta. of the firm which had been the pioneer cii ~teeL 
mJlnufactu!'& in bdia. were ~ end ~ disaatrO~)~~ ~!J 
prospects of further develop men.' for.~ next ten or fift~~ 
years would be at an end .. " As regards tlie third condition 
whetbe~ the industry w.>u1d eventually be able _to f~ wo~~d 
COQlpetition.without protection •. t~ Board held th!lt th\?ugh 
Je8I'8 must elapse before IDiian Ia~ur aequired ~ necessul 
tkill and experienClt yet Iu~a'B natlll"al_ ~vantages were so 
g~t that ataeI would be produced at ~ cost. l!lwl!nough_~ 
face outaide competition. This opinion wall f~ther~strengtb. 
ened by tbe consideration ~ha\ the· Com~y' WI!! ~y 
producing pig iron more cheaply than other .coUntries and a 
considerable export trade with Japan, Australia and the West 
Coast of America had de~loped recently. There was 
another j(I'Ound to be emphasised. The importance of steel. 
maunracture in a country from the poin' of view nf national 

I ...... "' ... .,.,.. -.. ... -... ......... '" (If-&We ........ ~ 
.. 111. 
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defence was demonstrated during the war, and on thia basis· 
the case for protecting steel wa3 overwhelmingly strong. 

The general principles that should guide the scheme of 
protection were stated by the Board as follows ~ 

(1) The difference between the price at which steel is 
likely to be imported from abroad and the price at which the 
Indian manufacturer can sell at a reasonable profit is the 
natural measure of the amount or protection required. 

(2) If protection is found to be necessary the measures 
taken must be adequate to secure their purpose. 

(3) The scheme of protection should be so adjusted all to 
iijterfere as little as possible with the products which are not 
manufactured in India at present and are not likely to be 
manufactured in the near future; 

The ifoard found that there was 8 wide gap between the 
price at which steel was imported and the price at which the 
indiali ind1Jstry could sell its prOducts at I profit. The 
analysis of cost of production in the Indian concern dillclosed 
that it was not possible to Bell steel at a nrioe below Rs. 180 
pet ton if a fair return to capital "'as to be secured but at the . 
same time steel \'I&s imported at Rs. 140 a ton 9lithout duty. 
As to adeqliacy of protection it is necessary that the scheme 
of protectiOil should not merely aim at the pre&ervatioll of the 
existing industry but should aim also at attracting new 
eapital to the industry SO &8 to produce tho stimulus of 
internal competitiOn. If The capit&liHt," the Board observes, 
"must look for an assurance that protection will be 
continued to the extent nooossary for the full period which 
must elapse before anticipations can be tested by results." I 

. The Tariff Boad recommended the following IICIIle of duties 
on the variou8 kinds of steel imported into India: 

I Bepan 01 &lie TuilBoud. IIi9f, p. It. 
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Struotural shapes 

Plates 

Bars and rods 

Sheet. 

Galvanised aheets 

Bail, (under 80 lb •. ) aDd fish plates .... 

Rs. so a ton 

.. .80 ,. 

." 40 ,. 

.. 80 u 

.. 45 .. 

These duties would work out at 20 to SO p.c. ad valorem. 
The change from the ad valorem to the specific duty is due 
to the consideration that ",hen protection and not revenue is 
the goal, specific duty is preferable. Because in the case of 
ad valorem duties when prices are high and protection is 
least'needed the customs duties are highest, while when 
prices are low and the need for protection is greatest the 
duties are also low. 

As an alternative to the method of protection 'as a means 
• of developing an industry, the question of 

bounty may deserve consideration. It is 
recognised that the grant of protection to a basic industry 
ma), affect prejudicially other industries dependent on it 
and the best means of assisting a basio industry like 
the steel industry is by means of a bounty. Whatever 
might be the merits of such a method, financial considera­
tions precluded tlle possibility of its application on a large 
scale. It is only with regard to heavy rails and fish plates 
that the soheme of a bounty was recommended. n was 
pointed out by the Tariff Board that the Tilts Iron and 
Steel Company 1I'as under a contrad to sell raila d a fixed 
price and the rise in the price of rails by means of a protec­
uva duty- 1\ould not bt'neft the manufacturer and Co the 
impositioD of a tariff duty mus' be nugatory." Another, 
reason assigned 1\ a8 thd this method would prevent the 
increase in niluy costa. 'Ihe rropmal of the Tariff 
:Board 1I'as. therdore. that 1;oUDties ti10uld 1:e giTeD on the 
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manu.facture of rails and fish plates in accordance with a 
sliding scale for three years-Rs. 32 a ton in 1924-25, 
Re. 26 in 1925-26 and Rs. 20 in 1926-27. 

In order to make the scheme of protection effective it 
WaS proposed that the Governor-General in Council should 
be armed with extraordinary powers to vary the rate of 
duties. The course of world prices was uncertain and a 
further fall in price might render protection inefftctive. It 
was, therefore, proposed that " IT the Governor-General in 
Council ia satisfied, after sucb enquiry as he considers 
necessary, that steel is entering India from abroad at such 
prices as are likely to render the protection given by the 
Act ineffective, he may impose such additional duties as in 
his judgment are required." 

The recommendations of the Tariff Board regarding the 
grant of protection to the Steel Industry 

Stool Protec&ion Ae& 
of 1924. were accepted by the Government and 

they introduced a bill in the Legislative 
Assembly to give effect to these recommendations in May, 
1924. In th~ course of the debate on the bill Sir Charles 
Innes pointed out that it was difficult to forecast the future 
course of prices, but taking a broad view one would anticipate 
a keen competition between the powerful, efficient and 
mature steel firms of Great Britain and the Continent on the 
one hand and the Tata Iron and Steel Company which was 
yet YOUlig. He accepted the proposition that" IT the Indian 
iUduStry is to survive it must have temporary assistance 
during the present transitional period, and that if it does not 
it will be squeezed out." 1 As to the extent of protection 
the Commerce Member pointed out that the duties proposed 
by the Tariff Board though lower as contrasted with 
Australia yet "having regard to the relative poverty of 
India ,. were undoubtedly heavy. As to the form of protection 
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a system.of bounty for three years !p.igbt save tbe existing 
industry but would not attract new capital into the industry 
and hence protective duties offered the best alternative under 
the circumstances. The bill met with a considerable amount 
of opposition from European commercial interests. Mr . 

• 
Wilson representing the Associated Chambers of Commerce 
argued that the scheme of protection, if adopted, " would 
penalise the whole steel trade. The steel trade is a basic 
one. By putting up the price of your steel, you will be 
putting up the cost of living everywhere; you will be putting 
up the cost of tran,p"rt, you will be putting up the cost of 
roads and bridges, you will be putting up the cost of 
domestic improvements in municipal and utilitarian con­
cerns." He, therefore, pleaded that immediate assistance 
should be given in the form of a bounty. It was, 
however, pointed out that very few countries of the world 
developed their industries by means of a bounty. As 
regards the effect of increased duties on· steel on railways 
the Tariff Board found that "the increase in the capital 
expenditure of all the railways would be Rs. 15'4 lakhs of 
capital and &s. lS'2 iakhs of revenue or about &s. 29 lakhs 
in all. These figures are approximately '7 per cent. of the 
capital outlay and '2 per cent. of the working expenses." 1 

Further, other industries would be affected very little as 
machinery was not suhjected to a protective duty. With 
regard to agriculture it wa.q urged that the Indian agricul­
turist was very poor and a higher price of steel would mean 
that the implements of his daily work would cost him more. 
This alle~ burden upon agriculture is more imaginary 
than real, for the quantity of steel consumed by the a"aricul­
turists is very small. As the Tariff Board points out: "If 
all the steel bars imported into or produced in India were 

1 Roper. or Iho '1'ar~ IIau<I ............ 100 ;..... or pr. • .............. 
IDduV7.p.R 
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used for no other purpose than t{) provide the agriculturist 
with steel, an increase of the duty to 30 per cent. would 
mean an annual burden of about Rs. 43 lakhs spread over a 
population of 300 miliions." Pandit Malaviya while endors­
ing the view that the Tat.a Iron and Steel Company deserved 
protection objected to that aspect of the bill which held out 
an invitation to foreign companies to build up steel fact{)ries 
in India withont adequate safe~ards. He thought it was 
against common sense that there sbould be .. a proposal to 
tax the public generally ill order that foreigners should come 
and establish certain factories in the country." 1 

The provision of the bill relating to the grant of bounties 
on rails and fish plates raised a great controversy. The 
Tariff Board did not lay down any conditions for this pur­
po<;e. The Indian non-official members wanted that bounty 
should be granted under distinct conditions and such condil­
tions should be incorporated in the bill. Pandit Matila! 
Nehru. therefore, moved that" no bounty in respect of steel 
rails, fish plates or wagons shall be payable to or on behalf 
of any company, firm or other person not already engaged 
at tbe commencement of this Act in the business of manu­
facturing anyone or other of sucb articles, unlesa such 
company, firm or person provides facilities, to the !18tisfaction 
of tbe Governor-General in Council, for the technical train­
ing of Indians in the manufacturing processes involved in 
the business and, in the case of a company, unless (a) it has 
been formed and registered under the Indian Companies 
Act, 1913, (b) it has a share capital the amount of which is 
expresaed in the memorandum of association in rupees, and 
(c) such proportion of the directors as the Governor­
General in Council has by general or special oerler pre-cribed 
in this behalf consists of Indians." This amendment W88 
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aooepted by. the Government as Government was already 
oommitted to this Pfinciple. The Steel Protection Ao~ was 
to be in foroe for three years after which the matter was to 
be investigated a~ain by tho Tariff Board. I 

A fe w months after the passing of the Steel Protection 
. Act, the Tata Iron and Steel Company 

Prot«tiOD D8uf,r.1.. t d to th G t th' th Illd by. .harp fall represen e . e overnmeD au e 
ID pri... protectiop afforded by the Act was rendered 
ineffeoti va on the grouud that the prices actually realised fOf 
steel manufactured at Jamshedpur were much below Rs. 180. 
There was a substantial fall in the sterling prices of Conti­
nental steel, at the same time t.he rise of the rupee-sterling 
exohange from Is. 4d. to over Is. 6d. caused a further fall in 
tbe rupee price of the imported steel. The Company conse­
quently asked for an inorease of duties. 

The Tariff Board were callsd upou to advise the GOVtlfll. 

ment of India whecher 'be ciroumstanoes werll Buob ~ to 
justify the exeroise of the power delegated by the Legililatu(e 
Illd, U SQ, to what extent. The Board found tbat there 
WIll pO ohapge in the prioea of British IItee\ hut owing 
to t·bll oollapse of the French \nd the Belgian exchangea. 
the prices of Continental steel declined dOlVn to tbe pre-war 
level. There waa e wide gap besween Continental prioe. 
and British prices and the difference in tha case of bare 
waa £3 15.9. Furtber, the rise in she rupee-aterling 
exchange meant a fall of Re. 16 per ton. The method, 
oonsidered by the Board to deal with the situatioll were ~ 
(1) differential duties alrainst oountriea in whioh prices 
had fullen to a very low level. (2) Imperial Preference, 
and (8) a general iucrease of duties. With regard to diller. 
ential duties the Frencb Commercial Convention of 1903 
was regarded as an absolute bar to any scheme which 
would propose to discriminate agaiD~ steel imported froul 
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particubr countries. There was, however, no international 
agreement which would prevent the imposition of a lower 
rate of duty on steel imported from the United Kingdom, so 
as to obtain the desired ohject. But Imperial Preference as 
a principle should be decided on its merits and as the Legis­
lature did not yet pronounce its verdict upon this issue, the 
Tariff Board rl'jected this alfernative. They were thus left 
with the last alteroativl', fJiz., an all round increase of duties 
on the various cIassl's of steel which came into competition 
with the Indian manufactures. 

The Government of India, however, did not accept the 
proposals for enhancement of duties. 

8t .. 1 Bouoties Act Th d h -Ii d' f th T . II) of 1925.' ey accepte ten lOgS 0 e arlll 
Board that the protection afforded by the 

Act of 1924 was rendered ineffective by· the fall in· the 
prices' of the Continental steel and by the rise in the rupee­
sterling exchange, 'but they thought that relief should be 
granted to the,. Tata Iron and Steel Company by bounty 
rather than by an increase in protective duty.' -Sit Charleli -
lrines in introducing a bill for the grant of bouIities empha­
sised that British steel was displaced to- some extent by 
Continental steel on accoUnt of its low price aDd the 
real competition· in the Iridian market was between 
Continental steel and Tata's steel. If protection was to be 
made successful the duty would have to be raised to 50 to 
70 p.c. of the value of the articles. $uch a step would 
mean a burden on the consumer out of al\ proportion to the 
benefit which would be conferred on the industry. As Sir 
Charles Innes pointed out: it The maximum bt>nefit to the 
industry if the price had risen to the full extent of the duty 
would be Rs. 50 lakhs, whereas the borden on the consumer 
would have amounted to about Rs. 2 crores." 1 n was, 
further, held that owing to heavy accumulation of stocks the 
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duty would not produce any substantial immediate effect on 
price. Another argument for the acceptance of the aeheme 
of bounty was that the surplus from the protective duties 
would provide the source from which the bounty was to be 
paid wihout Bny additional burden npon the tax-payer. The 
provisions of the bill were as follows: 

(1) The . bounty should be paid only t~ firms or 
companies manufacturing steel ingots mainly from pig iron 
from Indian orea. 

(2) The bounty should be paid on steel ingots at the 
rate of Ra. 20 a ton on 70 p.c. of the total output of steel. 

(3) The total amount of bouuty should not exceed 50 
lakhs of rupees during the twelve months from 1st Octoher~ 
1924 to 30th September. 1925. 

In their enquiry on the grant of supplementary protec­
tion to the steel industry the Tariff Board found that 
conditions in tbe steel trade were relatively stable but there 
was no sign of the revival of prosperity in the iron and steel 
industry of Europe. The price at which steel was sold by 
the European countries If len little or no surplus over 
the cost of production." The Board held that there would 
remain 1l considerable difference between the prices to be 
actually realised by the Indian manufacturer and the standard 
prices fixed at the time of the passing of the Steel Produc­
tion Act of 19M.· . They. thl'refore. advised the Government 
to continue the supplementary protection till the Statutory 
Eoquiry was completed and thd the supplementary protection 
should be given aa far as possible in tbe form of a bounty. 
The Board recommended the grant of bounty at the rate of 
Ra. 18 per ton subject to a maximum of Ra. 90 Iakhs. The 
qovemment of India while accepting the finding tha~ further 
assistance was n'quind reduced the nte from Ra. 18 to 
Ra. 19 per ton 8ubjed to a maximum of Ra. 60 lakhs. 

I Boto<t .. * TariI ....... .....-. ............ k=-., Pi' .' .. 
.......... .., •• It. 
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The Act of 1924 was limited to a period of tbree years 
at tbe end of wbicb it was assured tbat 

SIa'.1Ory EDquiry. a Statutory Enquiry would be undertaken 
10 review tbe progress of tbe industry under tbe scbeme of 
discriminating protection. Tbat Enquiry demonstrated tbe 
success of the policy adopted. As tbe Tariff Board says: 
,. Tbat tbe protection actually received by tbe Company bas 
enabled it to survive a most difficult traosition period not 
merely without losses but in a state of improved and growing 
efficiency cannot, we think, be questioned." 1 As a matter 
of fact, witb' tbe assistance received from tbe public, tbe 
Company was able not only to meet tbe works costs and 
interest on debentures and loan charges, but to pay full 
dividends on its first preference shares and a partial dividend 
on its second preference sbares and set a8ide a substantial 
Bum for depreciation. It is wortby of note in this connection 
that in addition to the benefit of a protective duty, a sum of 
rupees 209lakhs was paid to the industry from tbe public 
excbequer. 

There was a considerable increase in tbe production of 
steel. Thus in 1923-24 the t~tal production of finished steel 
amounted to 162,282 tons wbich rose to 319.957 tons in 
1925-26, while the estimate for 1926-27 was 380,000 tons. 
This increased production was accompained by a substantial 
reduction in the works costs of the various classes of steel 
manufactured justifying the anticipations of tbe first report.-

1 Bepod 01 the Bt.tu&ory EDqaiJoy GO BIHI l'roke&i .... p. 16. 

- BecluctioD ill wurb .... Ia. oiU Report 01 &he Biaktory l!lIC)Uiry ... SIeoI 
PraIe UoD :-

19'J3.!l4 1924.116 _!IS A ...... 1II!I8 
IlL p .. &oo Re. per &00 II •. per t.oD a .. per t.oD 

Pic iroD 88'98 R9 7·1 28-48 116"91-
Steel IDg'" 7l'Oll 83'1 67'117 61'17 
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,ani mill. 12098 111'44 IM'r;a 86'1 
Bar miJJa 111!1'65 181'1m 111'\4 1015'1 
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Improved methods comb!ned with- the working of the 
Greater Extensions resulted in more economical pro­
duction. It is also significant to point out that the 
policy of protection was not burdensome to the consumer 
as the prices of llteel in India were for the greater part 
of the period considerably below those prevailing immedi. 
ately before .the protective scheme came into force. 1 So 
far as the replacement of iQiported labour is concerned good 
progress was made. The number of covenanted men was 
reduoed from 222 in September. 1924 to 161 in June. 1926 
and the saving on this account was about 8 lakhs annually. 

Though there was satisfaotory progress in the. financial 
oondition of the Tala Iron and Steel Company during the 
period of proteotion. the course of trade precluded the possi· 
bility of discontinuing protection. As the Tari! Board SRyS ; 

.. If the rupee price of imported steel had remained at 
the 1923 level. little or no protection would be required. 
Prices of imported steel have. "however. fallen substantially 
lnd unless protectioD is continued it will not be possible w 
manufacture and sell Indian steel in competition with the 
imported product ... • 

The extent of protection to be given to the industrl 
depended largely upon the course of prices of imported steel 
Though the price of British steel fell rapidly since 1924 ant 
the gap between the Continental and the British price Will 

narrowed down. the difference was still substantial. It il 
undoubtedly true that British steel was superior W Conti. 
nental steel and a part of the di fference in price migh& b4 
accounted for this. But the difference was so large that tbl 
Tariff Board had to display a good deal of in{{eIIuity in thl 
adjustment of duties so as to secure protection w.the Indiu 
industry without substantial injury to British interests. A 
Bystem of uniform duties levied with reference to Continental 

I ~ol .... 8tao· Q........, ...... Pnl ....... 1T. 
t rut.,..1I8. 
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price, the Board thought, would impose a heavier burden 
on the consumer of standard British or Indian steel than 
would be under a system of differential duties. On the 
other hand, if the rate of duty fixed is low and Continental 
steel is sold in India at very low prices" the Indian industry 
may be forced in self-defence to lower its standards, and the 
.quality of Indian steel might deteriorate." Therefore, the 
rate of duty should be fixed with reference to British price. 
There wall another advantage of this step in that the British 
price approached stability whereas Continental prices were 
uncertain. Fl1rther, the industry should be assured of at 
least a minimum amount of protection not suhject to varia­
tion during the period for which the scheme was to be 
adopted. .. On economic grounds." the Board observed, 
,. it is advisable that two scales of duties be imposed, a basic 
duty fixed with reference to the price of British steel and 
an additional duty based on the margin between British and 
'Continental prices to be levi;d on non-British steel." The 

1 
period of prOtection was limited to seven years and the scale 

V of basic duty was considerably reduced. The system of 
bounty was discontinued. , 

A Bill was introduced in the Delhi Session of the 

The Act of 1991. 
Legislative Assembly in 1927 embodying 
the recommendations of the Tariff Board. 

The Preamble of the . Bill stressed the necessity for the 
continuance of protection to the Tata Iroo and Steel 
Industry but in the body of the Bill was introduced the 
novel principle of preferential treatment of British steel. 
The non-official members as also the Indian Merchant 
Chamber protested vehemently against the introduction of 
.. a far-reaching principle by a back door." I Sir Charles 
Innes, however. had to strain every nerve tdconvince the 
House that the measure was not one of preferential treat-

1 Auombl, Debalu. 19-17. pp. us ... d 141-S~ or PlUIlIil 1Ia1aYi,ya aDd 
Mr. 1a7obr. 
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ment. He said: .. I do.not admit-there is any preference 
at all. The Tariff Board have definitely told us that in the 
economic intesests of India they can recommend only one 
plan and Government have aocepted that opinion." It is 
worthy of note that neither the Tariff Board nor Sir Charles 
Innes was con~istent in this matter. ThuR, in thE'ir second 
enquiry the Tariff Board pointed out: .. Imperial Preference 
is a very large question on which the Government of India 
and the Legislature have not yet pronounced, and the issues 
involved are quite as much political as economic. Ordina­
riIy, no more in the direction would be made until the case 
had been fully discussed in all its aspects, and we cannot 
ndvise the Government of India to use the power which 
was delegated for a special purpose, to introduce, as it were" 
by " side wind. Imperiol Preference for steel." 1 In the 
Statutory Enquiry the Board observed: ,. Our enquiry is 
confined to economic issues, and if a system of differential 
duties is desirable in the interests of India on economic 
grounds, for the adequate protection of Indian industries, 
and for a fair adjustment of the burden involved. we do no~ 
feel debarred by political considerations from recommending 
it." I Sir Charles Innes. however, while assuring the House 
&hd the Government had no intention of adopting any 
~neral measure of Imperial Preference admitted that the 
proposed lower scale of duties for certain classes of British 
steel was .. discrimination, preference if you like to call it, 
in favour of the British manufacturer." There is no douM 
that the British Iron and Steel Industry required relief, aa 
it was in a state of depression, but the method adopted by 
the Government was disapproved by the Indian public. 
But in spite of the oppoeition of the non-official membt>rs. 
&he bill walt passed for a period of seven years. The grant 
of protection to the Indian steel industry led to a demand 

, ...... "' ... Toril -. --.Il00 '-'" DoI&ioo _ ...... 1Il. 
• ...... -IlIM-,~. 



390 EVOLUTIO~ 011' INDIAN INDUSTRIES . 

for protection to other industries dependent upon steel, and 
the claim of the engineering industry deserves our con­
sideration first. 

The engineering industry covers a wide variety of 
lbgin.ering Indostry. products from "the manufacture of bolts 

and nuts to the construction of the largest 
railway bridges. This industry is a large user of steel. It 
was urged that the scheme of protection accorded to the 
steel industry would very seriously affect the interests of this 
industry by raising the price of its most important raw 
material. The. Indian Engineering Association in their 
representation to the Government stated: 

(a) That if the Tariff Board found that the steel making 
industry required protection, such protection should take the 
form of bounties rather than of import duties. 

(b) That the engineering industry should preferably be 
encouraged and protected by Government orders at competi­
tive Indian prices rather than by import duties or bounties; but 

(c) Thatdf State aid in this form could not be given, 
then the. engineering industry should be protected by im­
portduties or bounties, to precisely the same extent as the 
steel making industry was protected. 

This claim for protection to the engineering indu~try 
It was examined by the Tariff Board. It is to be observed 

that this .industry had been in existence in the country for 
many years and it maintained itself in spite of the disadvan­
tages of having to import most of its raw materials from 
abroad. The importance of this industry from the stand­
point of industrial development cannot be over-estimated as. 
it is in this industry that technical training can be secured 
which is essential for the country. The claim of this 
industry, consequently. for compensating protection was held 
by the Tariff Board to be legitimate.' But its claim for 

, lI'in* Bepc>rt of lobe Tarill Boud ... BIAooI Prot.oc&i .... 
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bountie~ or guaranteed or.dera was -dismissed on financial 
grounds. The evidence regarding foreign competition satill­
fied the Board in recommending the raising of the duty on 
fabricated structural steel from 10 to 25 p.c. This recom-, 
mendation was accepted by the Government. 

There was a similar claim for protection for the Wagon 
Building industry as in the case of the 
engineering industry. The building of 
wagons in India was carried on to some 

extent even before the war by two firms bu~ they did no~ 

specialise in this branch to ~he exclusion of all other kinds of 
work. The establishment of the Standard Wagon Company 
after the war altered the position of this industry. Ii was 
complained by the Company that the fall in the price of 
imported wagons since October, 1922, very seriously affected 
the Indian industry and the low tender for wagons by the 
British firms hardly covered their CO!!t of materials and there 
appeared to be a deliberate attempt Ie to kill the manufacture 
of wagoua in India." The industry would also be a!fected 
by the proposed higber duties on steel and it was claimed \hat 
it should be protected against dumping and the higher cost 
of ateel. 

The Tariff Board recognised the importance of this 
industry to India as it would afford an outlet for the products 
of the steel industry but tbere appeared no prospect of ha 
development except at some cost to the State. The proposal 
for the imposition of higher duties on steel would raise the 
cost of materials used by \his industry. But the diJJereuce 
behveen the price of imported wagons and the cost of 
production in India was eo large that compeuaating protection 
\\'Quid afford only partial relief to tbe industry. Besides, a 
hillh protective duty on wagons would largely increase 
railway costs. The Board consequently proposed \he 
encouragement of this industry by a bouDty in accordance 
with a sliding scale. It was also recommended \hat the 
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Indian manufacturer "should have some assurance of 
continuity of orders" if the scale of production in the 
industry was to enlarge. As reg<lrds the condition of bounty 
it was laid down that the manufucturer should as far as 
possible use Indian materials. These recommendations were 
not, however, accepted by the Government on financial grounds. 

Another industry whose claim for protection was 
investigated by the Tariff Board was the 

Tin Plate IndoBtry. Tin Plate industry. It originated during 
the war owing to the difficulties experienced 

by the Oil Companies in obtaining their supplies of till plate. 
The grounds on which protection was claimed were (1) high 
capital expenditure due to a more elaborat.e equipment than 
that in Western countries on account of climatic conditions· 
and (2) the employment of a large number of imported 
workmen entailing the payment of higher wage~. This 
industry possesses the same comparative advantages as the 
steel injustry in respect of rA w materials and power supply. 
Tin has to be'imported but India is not at any comparative 
disadvantage as contrasted with the United Kingdom. Of 
the disadvantages the first is a permanent handicap but the 
secon~ one is likely to disappear with the training of Indian 
operatives. From the start the Tin Plate Company produced 
tin plata of good quality and the prospects were sufficiently 
favourable" to warrant sO'lle assistance from the State." 
The Board consequently recommended the impoRition of a 
specific duty of Rs 60 a t{)n equivalent to 15 p.c. ad valln'em 
on foreign tin plat.e. Two other industries, viz., wire and 
wire nails and agricultural implements, were also recom­
mended for protection. Protection in the case of the latter 
industry was recommended because it was not needed as 3 

permanent measure but as 3 temporary expedient to enable 
the industry to get a foothold in the Indian market and 
increase its production rapidly. 
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. The remarkable progress m~e by the Tin Plate industry: 

B 1 I 
fully justified the policy of discriminating 

DeaeR U proteo- . 
tion in tho ca .. 01 Iho protection. Production increased from 
Tin Pial. Indult". • • 

9,000 tons In 1923 to approXImately 35,1]00 
tons in 1926 and tbe works costs fell fromRs. '459 per ton t~ 
Re. 313 per ton. 1 A notable increase in the efficiency and 
skill of Indian labour was achieved and it was found to reduce 
the number of employees by approximately one-third. The 
Tariff Board held that with a reasonable measure of 
protection it would be established on a firm basis. The 
rcale of duty was reduced from Rs. 85 to 48 per ton and the 
period of protection was fixed at seven yt'ars. 

The paper indust.ry in India was in a stagnant condition 
herore the war. Tbis was perbaps due to 

Paper IndulI". the developmeut of mechanical pulp 
industry in European countries whicJ.t 

offered obeaper paper to India. 
The war reduced cousiderably tbe supply of imported 

paper and there was a phenomenal rise in its price. Tb\!.s 
an impetui was given to the paper indudtry and four new 
mills were projected, the most important of which was the 
Indian Paper Pulp Company of Naihati (Bengal) .. With 
the oommencement of the post. war trade depression the paper 
industry W8i raced wi~h serious finanoial difficulties. .In 
1923 the In~1lII Paper Makers' Association represented to the 
GoverQlnent that without protection the industry would be 
ruiued. Their proposal was that all kinds of paper should 
be subjected to a protective duty of 25 p.o. It was not 
claimed that every kind of paper was or could be produCed 
in India but it was asserted that eventually the country 
w\luld be able to supply nine-tenths of its requiremena. 
The annual consumption of paper in India varied between 
to,ooo to 100,000 tons and the Indian productioD exceeded 

, Boport '" 'Ile 8t~ ~ _ Pr $ .' 10 .... 8tooI1~. 
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30,000 tonll and there was tbus a fairly large Market itl the 
country. It was claimed for the InCian Paper indu~try that 
II it possesses a natural advantage in the existence of an 
abundant supply of suitable raw materials, namely, sabai 
grass and bamboo," but it was impossible for the Indian 
mills using Indian raw materials to manufacture at a cost 
wbich would enable them t() compete with the imported news 
print! The Tariff Board in their enquiry into the claim for 
protection Were satisfied that the paper made from sabai 
grass was strong and durable. But they expressed grave 
doubts as to whether the supply of grass was abundant. The 
evidence on the point of abundance of supply of sabai l!rass 
"'as conflicting. I The real question is whpther grass can be 
obtained at a price which makp.s it economically advantagrous. 
The Indian paper-maker bas t() draw his supply of grass from 
fields lying at a distance of 500 to 900 mile~ from tbe factory, 
This difficulty, however, may be obviated by locating the 
factory opar the raw material but this advantage is wippd 01 
by the freight on coal. It is significant t() note tLat the 
concentration of all the best coal deposits in India in ODe 
locality iii an obstacle whicb retards the deve!opmt'nt of 
India's material resoluces in the less favoured regions, 
The TarilfBoard observes: II Tbe paper mill~ of India lrhicb 
use ~abai grass have no natural advantage." I The JlO8ition 
of bamboo as a raw material for the manufacture of paper 
is dilfprent from that of sahai grass. It is infprior to sabai 
graBS in strength and durability b'lt for the cheaper kinds of 
pllJlPr it is admirably suitable, The supplies of bamboo in 
India and Bnrma are not on'y Bufficient to meet the needs of 
all the pappr mills in India bui there would remain a ~urplu8 
fmm which an export tra"le iu pulp migbt eventually develop. 
Further, bamboo cau be lauded iu a miil accessible by 1uter 

I Jlepcri 01 tho Tanir Board OD Poper ID.....". p .... u . 
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transport lrom the loren ~t a cost low enough to make it a 
great deal cheaper tlJan wood. Another advanta!(ll of bamboo 
is that it repro luees itself automatically altf>r three, 
four or five yl'ars whereas it takea a far longer time in the 
cuse of wood. With reglrd to chemicals it was found 
by the Tarilf iloard that most of the chemicals required for 
the manufac. ure of paper were now mlde in India and only 
a few of them were imported. It was, therefore, recognised 
that the manu:ac:ure of pulp and paper from bamboo might 
in time bec.we a very impo.1aot indus.ry !lnd the prospects 
werefuvourable enougb to juslify the grant of Slate assist­
ance. The assistance contemplated "as 10 be Iimi~ed for a 
period of 6\'e years and lhe liovernmen~ were advised not to 
com nit itself &nally to protection. The Tarilf Uoa.d recom­
mended a uniform specific du:y of &. 140 per ton on all 
printing Hnd writing papers "hich "'ould "ork out at ll5 
p.e • • d valorem 011 better kinds of paper and 3S p c. on the 
cheapest varieties, but news print containing Dol less than 
65 p.c. of mechanical pulp should be exempted from U!e 
protective duty. These recommendations resulted in the 
Damboo Paper lndustry Protection Act of 1925. 

We have stated in ~he previous chapter ilie circumstances 
~_ .. __ under lIo'hich an excise duty on the Indian 

B.,·.I01 ".. .........., • 
B .... 1).., ..... iIo mlll protectiOG of cotton PIece-good II was 
do_DJ 'or ..... - , posed E ' .. .. tm • ver Blnce Its Imposluon 00& 
only Indian publicists but impartial Englishmen condemned 
this duty as an unsouud impost as it violated the funcJa. 
men\al principles of an excise tax. In 1911, U!e Hon'bIe 
Mr. Maneckji Dladabhoy moved a resolution in ilie Im­
perial Legislature for ilie repeal of the excise duty as the 
mill industry 11'88 in a state of depression. The Member 
for Commerce opposed the resolution on iliree grounds: 
(1) the removal of lhe excise duty would operate prejudi­
ciallyagains' ilie vade of Manchesterj (2) the Gotemment 
were not in a position to forego the nmmue from the exciJle 
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duty and also the loss in customs that would follow from a 
reduction of imports; (3) the excise duty acted as a protec­
tion to the great handloom industry of India and the Govern­
ment "'ere not prepared to withdraw that protection. The 
third a1"gument loses its force when it is remembered that 
it was the difficulty in the collection of the excise duty which 
induced the Government not to excise the handloom. Besides, 
when we admit a real competition between handlooms and 
powerlooms a at p.c. duty hardly affords any potection tor 
the former. 1 The real danger ap prehended was the displace­
ment of Lancashire goods and loss of revenue which at this 
time became important. From the financial point of view 
the duties were objectionable as the main burden of these 
duties fell upon the. poorest classes of this country.' The 
question of cotton excise was reopened during the last war. 
In 1916 Lord Hardinge gave a definite pledge that the excise 
duty would be abolished " as soon as financial conditions will 
permit." :Sut there was no improvement in the financial 
condition duripg the war, hut, on the contrary, it grew worse. 
A proposal to increase the excise duty in 1922 by 4, p.c. when 
the import duty on cotton goods was proposed t{) be raised to 
15 p.'.). was rejected by the Legislative Assembly even when 
the Finance Member was in dire need oC funds. Sir Malcolm 
Hailey observed: "I will admit all the theoretical arguments 
again~t the cotton excise duty. I admh that it has an un· 
happy history. I admit that in itself it is not a good tas, 
because it is a tax on production and not on profits. But I 
say, let U8 have this tax, if it is only for six months, until the 

; 

I Tbe Indian riseal CommiuioD bold •• COIIlonfJ Yie .. : i" We b ••• DO& OftII'lor.bd 
&he fad tbat at \he present momBo' the do', operacel to lIOOle esteo' ... pro&edioa 
to ,he bandloom indnlit'1. We fnl11 _Ii", !.be import_ace of band10am ind"Sr,. 
and we welcome tbe graua of lui.tuce to il. Bot t.here are maDY other •• ,.. beeida 
the indira iDelhod of aD eui. do", on miD ,m •. by which t.he bandJolOID iDdllllq 

pi.' be BIlOO11hged." -Report, of the ladiaa FilC8l Commi.-ioD, p. 99. . 
I Tblo ie tho vi ••• 1 Mr. GoIIbale. Bee hie 8~~i .... of the Imperial 

Lo&ial.,i •• Oooooil. UIiL 
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Fiscal Commission can give us a tlcientific readjustment 
which will give us money without reproducing the un­
desirable incidence of the present tax: ... 

The Fiscal Commission recommended that "the existing 
cotton excise duty" should in view of its past history and 
associations, be "uqreservedly condemned" and the Govern­
ment of India should frankly express their desire to co clean 
the slate. .. The post-war depression in the cotton industry 
rendered the abolition of the excise duty imperative 
but the linllncial conditions of Government 
prevented the grant of this relief. In 1924: Mr. 
Kasturbhai Lllbhai moved the following resolution 
in the L~gislati ve AS3embly: "'rhis Assembly recommenda 
to the Governor-General in Council to hke early steps to 
abolish the CJtton excise duty u.s recommended by a majority 
of the Indian members on the Indian Fiscal Commission and 
to be pleased to direct the l'arilf Board to further examine the 
question of protection at an early date. .. In the course of 
the debate on this resolution Sir Charles Inn~s did not think 
that the "t 'x had h u'med the Bombay cotton industry'.' 
th»ugh he recognised that .. this tax h.ld done great political 
harm." He quoted figures to show that the progress of the 
indnstry inspite of the "alight handicap" had been remark­
able aince 1896, the year of the imposition of the excise duty. 
The BombllY mill-o~vners, however, contended tha~ "it is 
perfectly true that this industry has progressed very much but 
had it not been for this excise duty it might have progressed 
still further." H was, however, asserted by the Commerce 
Member LIlat the grievance of the Bombay mill-owners waa 
not real as the gap behveen the import duty and the excise 
duty was 71 p.c. Further, as the price of cloth in the Indian 
markd was determined by the price of the imported cloth 
the abolition of the excise duty would not mean a reduction 
in \he price of cloth but would fill the pockets of the mill­
owners. 
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As regards tbe claim of protection for the industry 
Government thougbt it was absolutely unwarranted. Indian 
mills produced 93 p.c. of the yarn clln,;urned in India and as 
regard~ clotll Indian production accounted for (;2 p.c. of tbe 
total' consumption, and in the face of tbese figures Sir 
Charles Innes observed: "It is absurd tQ say tbat any general 
measure of protection is required." But in~pite of the 
opposition of the Government the resolution was accepted by 
the Assembly .. 

The rapid fall in the prices of cotton g'lods accompanied 
by serious labour troubles plaeed the industry in a serious and 
embarrassing situation. There was a persistent demand for 
relief and the Government was c .mpellel to repeal the excise 
duty in 1925. But the depression in the industry was so 
acute that the Bombay Mill-owners' Association har! to re· 
present to the Government for an enquiry into the causes of 
the prevailing depression and to suggest the measures which 
might he taken to restore it to prosperity. In their repre­
sentation, the Bombay Mill-owners' Associa1ion emphasi.rd 
the growing unfair Japanese competition as one of the 
contributing causes of the depression in their indudtry and 
demanded protection against Japane~e goods. They pointed 
out that the industry wa~ ha ndicapped to the extent of 8 p.c. 
on account of the depreciation in tbe Japanese exchange and 
an additional 5 POCo on account of double sbift working by the 
employment of female labour at nigbt in the Japanese mills. 
The Indian industry tbus required an additional prot~ction 

of 13 poco in order to be placed in an equal position with 
foreign countries iD respect of the cost of manufacture and a 
further additional protection to enable the Bombay mills t~ 
make the necessary allo\\'ances for depreciation of p1an~ alld 
machinery. Government appointed a spe!-ial Tari1f 
Board to examine the causes of depressioD alld to 
ascertain whether thl' industry W8I in need of 
protection, and if 80. in what form and for wba' 
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period protection should .be liven. - The Tariff Board in 
their report pointed out tbat the three world factors, N., the 
altered relation between the agrarian and the general prieel' 
Bince 1920, the cyclical character of trade throughout the 
world, and the violent fluctuations in the price of mw 
cotton, contributed mainly to the preaent depression in the 
Indian cotton textile induatry, The problem of Japanese 
competition, however,.preaented a complicated feature. The 
import of yarn from Japon since the year lU:20-21 increased 
from li milion lbs. t<l 33'6 million lba. in 1925-26. But ss 
contrasted with tbe Indian production of 686'4 million lba. 
the Japanese imports appear insignificant being only 49 
per cen~ Therefore. Lheoretically. Japanese imports of yam 
cannot be In important f"ctor in price determination. But 
tbe real hasia of comparison ia not tbe total production of 
yllm by the Indian mills but the amount whicb is available for 
BRIe. Thia Imounted t<l 271'4 million lba., and of tbe IotaI 
amount of y.m offered for BRie the Japanese importa 
account for 12'3 p"'r cen&. only. There is another faotor to 
be noted, The bulk of tbe imports of yams from Japan were 
between 81'alnd 40's and these amounted to iO million lba. 
and were almost equ"l to the Indian mill production of yam 
of those ooun:s. Hence the Japanese competition is a deter­
mining factor in 'be valuation of Yllm of these counts. 
Further. 18 the Tariff Roard BRya: II In view of \he faot tbd 
tbere is. dellnitive relative VlIlue between the prices of \he 
varioua 0 lunt, of ysrn 80M and that a fall in the priC'8 of 
yarn of coun', 30', or 40'" therefore. affects \he priC'8 of 
lower count, in a varying cJt.gree. it must be held thal the 
coml etition of .Japanese yarn exer'l'ises a depressing effect 
on the price of 'ndian ysrn." I In regard to certain cia el 
of pieoe-~l!'da .Jap-'nese competition is aD important factor. 
As tbe Tarilf Board 8Iya: .. Is is evident that the ~ of 
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manufacture alone of cloth of 30's and above in Indian mills 
apart from profit and depreciation is practically equal to or 
higher than Japanese sale price." I But this competition, 
it has been alleged, is unfair. The labour conditions in 
Japan are inferior to those of Indin. Of the six Inter­
national Labour Conventions Japan ratified only one, viz., 
that which fixes the minimum age for the admission of 
children to induitrial employment. The employment of 
women and young persons at night enabled the Japanese 
mills to work double shift and this resulted in economy in 
the cost of production. 'l'he Tariff Board pointed out that 
double shift working in Japan gave the Japanese industry 
an advantage of 4 per cent. on the actual cost of manufac­
ture of both yam and cloth. Thi,!I advantage is considerably 
increased if a reasonable return on capital is included in tbe 
cost of production. The Tariff Board, therefore, held" that 
there is unfair competition between Japan and Iodia and 
that this competition is an important cause of the present 
depression in' the cotton textile industry." • 

The rise in exchange to 18. 6d. gold " rendered the prob­
lem presented by the disparity between prices and "ages in 
the industry somewhat more pronounced'" Tbe loss of 
China trade in yam is another factor which very adversely 
affect-ed the industry. 

This leads us to the consideration of the claim of the 
industry for protection. The Bombay Mill-owners' Associa­
tion claimed an additional duty of 171 p.c. OD cotton manu­
lactures imported from countries from which there was 
unfair competition, or as an alternative a heavy duty should 
be levied on coarse goods, a moderate duty on medium c1assts 

I lIepon of ,he Tari! Board (Cot ..... To.til. IadllA".,. p. I!O. 
Ibid. 

• II •• Bari KiolOD x .... ~iDko 'bal "'" rioe in aebaage b .. bad - • m­
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of goods and a low duty on higher counts. Of the 171 p.ci; 
duty 8 p.o. was required for depreoiated exchange in Japan~ 
I) p.o. for unfair labour conditions and 41 p.c. for deprecia­
tion of machinery. The Ahmedabad Mill-owners' Associa.­
tion claimed additional duties to the extent of 121 p.c. on 
all cotton manufactured goods of counts up to 60's from. 
whatever country imported and lower duties on those of 
counts above 60's. The Tariff Board rejected the proposal 
of a differential duty on Japanese goods as it involved the 
abrogation of the Commercial Convention of 1905 which 
allowed Japan" the most faboured nation treatment." Nor 
did they favour the imposition of an additional duty on the 
manufactures of non-British countries on the grounds that 
it would raise the question of Imperial Preference and the 
importation of the goods of foreign origin through ports 
within the Empire. 

A high protective duty on all goods all proposed by the 
Ahmedabad Mill-owners' Association would invoh"e a serious 
hurden upon the consumer and could be regarded as legiti­
mate if the industry was inCant but the cottun industry was 
110t infunt in this sense, having been established more than 
three-quarters of a century ago. But the claim of the 
indusLry for protection so lar as unCair competition is 
concerned is legitimate. But even in this case the claim of 
the Indian industry W&8 held to be exaggerated. The stabi· 
lisatioll of the yen exchange rendert!d any provision for it 
unneoessary. Nor can an industry claim protection for 
depreciation of bed capital for it it! a part of the normal 
cost of production of an industry and must be recovered from 
price. The Tariff Board consequently held that in addition 
to the protection afforded by the present duty of I) p.c. on 
yarn and 1L p.c on cloth, a moderste measure of 
protection could be justified for Bucb period as the labour 
conditions in Japan continued to be inferior to tbose of India. 
The majority thought 'hat the most effective --1 of 

Gl 
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securing this protection t~ the cotton industry would be to 
i,mpose an additional duty of 4 p.c. on all cotton manufac­
tures Qther than yam. It was also held that this additional 
duty would afford relief against the maladjustment between 
costs of production and falling prices which resulted from a 
rise in the gold value of the rupee. They considered the im­
position of the additional duty on yam undesirable as it would 
react unravourably on the handloom industry. The majority 
appreciated the necessity for diversification in production in 
order to strengthen the position of the industry. It was 
empha~ised that attempts should be made for the develop­
ment of finer spinning and a stimulus to the production of 
goods oi higher quality could best be given in the form of a 
bounty -on the -spinning of higher counts of yarn. The 
majority, therefore, recommended thai a bounty of one anna 
per lb. or its equivalent on yarn of 32' s and higher counts 
ba&ed on production of an average of 15 p.c. of the total 
working spindleage in a mill in British India, would meei 
the situation~ and the cost or the bounty W:JS t~ be meUrom 
the proceeds of tbeincFt'aSt'd duty proposed. 

- -The PreSident of Tariff Board in his minute of dissent 
objected to the proposed bounty on princi pie, In his opinion 
a -longestabli'Sbed IDdustry like the Bombay cotton mill 
industry should nt'ed no stimulus at the expense of the 
general tax-payer -to a development which was in itso~n 
interests. Further, the proposed bounty would not improve 
the position of the industry as the d"pres:.ing ellect on the 
price of the lam on account of Japanese -compitition would 
continue.- Therefore, the President held that the maximum 
duty which could be jU8tifiedwaB one which would offset 
the aetual advantage per pound of yam or per pound 
of cloth -manufactured, derived from double shift working 
in Japan. He recommended the imposition of a differential 
duty of 4 per cent. on~ all cotton manufactures imported 
into India from Japan, 
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In their resolution on the report of the Tariff Board, the 
Government of India pOinted out that "no case had been 
established for a general increase in the duty as a measure 
of protection. " T bey accepted t~e ftndmg of the Board 
that tbe Japanese cotton mills had an advantage over those 
of India and tbis advantage amounted to 10 p.c·. and 
not 12. p c. as reported by the Tariff Board. The advan­
tage to Japan was fully covered by the revenue duty of 
11 p.c on cotton piec~-good~. .. Tbe existing revenue 
duty on yarn is only 5 p.c., and in this case, if the calcula­
tion of the majority is accepted, the advantage to the 
Japanese mills is not fully covered." 1 But in the interests 
of Lhe band loom industry no increa~e in the duty was thought 
justifiabl.·. A partial relief was grantt-d to tbe industry by 
remitting the Import duty on cotton textile macbinery and 
mill stores. This deCIsion of the Government of India dis­
satisfied tbe cotton manufacturers of India. A conference 
of tbe representatives of cotton spinning and weaving mills 
·of India d~la",d that .. tbe true economic intere.~ts of the 
country have been sacrificed aad the w~Jrare of the cotton 
textile industry aud those dependent on it has been seriollsly 
jeopardised by the unjust decisions of the Government of 
India which entirely fail to protect the industry against 
unfair competition." I 

The case of the cotton mill industry was again pressed 
The Tan. A'" 01 before the Commerce Member at a meet-

1li0i'i. ing arranged by the Committee of Bombay 
Mill-ownera' Association at which representatives from 
other centres were present. This was followed by a deputa­
tion of mill-owners to the Viceroy and the result was that the 
the Indian Tariff (Cotton Yarn Amendment) Bill WlS 

introduce(in 1927. 

, ....... BamboflDduUieo.eau-..w..P.&' 
I Dii. 
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The Commerce Member in introducing the bill said that 
its Hole object was to safeguard the manufacture of cotton 
yam in India against unfair competition and not to grant pro. 
t.ection in a general way. It was a temporary measure and 
would remain in force up to 31st March, 1930. The proposal 
contained in the bill was that the duty on yam should be 
fixed at /) p c. ad valorem or one and a half annas a lb., 
whichever was higher, and that this duty should be applicable 
to yarn imported from all countries. 

It is to be pointed out, however, that this bill was based 
on the finding of the Tariff Board that there was unfair com­
petition between India and Japan in respect of the production 
of yarn, but it did not incorporate the remedies proposed 
either by tbe majority or the minority of the Tariff Board. 
This unfair competition was attributed to the employment 
of women at night and double shift working in Japan 
whereas ill India the employment of woman labour 
was prohibited at night. This is undoubtedly a valid 
argument and the .. Indian manufacturer," as Sir George 
Rainy says,· .. is quite entitled to corne to the Legislature 
and say, 'If I am to be subjected to a restriction, such 
as the prohibition of night work by women from which my 
rivals in otber countries are free, tht'n I ougbt to be com­
pensated in some way because theSt' restrictions raiSt' my 
cost of production.''' 1 Thus, a new principle was intro­
duced in the fiscal legislation of tbe country, namely, the 
principle of saft'guarding an industry against unfair competi­
tion and this may arise from the grant of bounties or sub­
sidies by ~oreign Governments or from the restrictions 
imposed by the law of the country itSt'lf. 

Under the plan propoSt'd the duty was intended to com­
pensate the disadvantage of 10 p.c. under which Indian 
mills were working in their competition with Japan, as the 

1 Legiolatite' Auembl, Deb_. 1921. p. 816'1. 
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specific duty of 1l ann as. per lb. would approximately be 
10 p.c. ad f)alorem at tbe prevailing price of yarn of lower 
counts. The Preamble of the Bill contained the principle of 
• safeguarding' but the Select Committee Bubstituted • pro­
tection' for' safeguarding' with the result that the country 
was committed to the principle of protection for the cotton 
industry. As the measure was against the unfair advantage 
enjoyed by Japan, it was intended to be continued till 
March, 1930, when the new Factory Law of Japan prohi­
biting the employment of women and children at night 
would come into operation. 

The measure was opposed on two grounds. In the first 
place, it did not satisfy the mill-owners as the extent of 
protection afforded to the industry WAS inadequate. Secondly, 
it was opposed on the gro'und that it would prejudicially 
affect the handloom industry. But in spite of this opposi­
tion the bill as introduced was passed by the Assembly. 

Another minor industry that claimed protection is the 
cement industry. The rapid fall in price 

0-.0, IDdua"1. which commen~d in 1922 produced a 
great depression in the Indian 'i1tiIustry neceBBitating' a 
demand for protection. The Indian cement industry claims 
that India possesses great natural advantages in the supply 
of raw materials lIuch as limestone, clay and gypsum. There 
is no disadvanta.,"ll with regard to supply of labour as the 
industry does not" necessitate the employment of highly 
'killed labourers from abroad. In resped of fuel the cement 
industry bas natural advantage becau~e witb one excep­
tion -all tbe factories are situated at such a distance from 
the coal fields tbat the freight on eoal is a very serious 
item in the col' of production. 

The Tariff Board were satisfied as to- the natural advan­
tages possesaed by the industry for production but from tbe 
point of "iew of market it was under a handicap, as. wiili the 
exception of two factories at Katbiawv, all were situated 
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-at a. coIisiderable distance from the ports which were. the 
chief consuming centres. -The industry, however, p~ssesses 

a natu~a])y protected market inup·-country centres owing 
to railway freight on imports. The chief problem was how 
to assist the industry so as to enable it to capture the market 
in the ports where Indian cement had to compete with 
British cement. The manufacturers pointed out that the 
export price or British firms was considerably lower than the 
domestic price and the export price was unremunerative.' 
They claimed a specific duty of Rs. ~5 per ton. The Tariff 
Board were satisfied that the c~ment jndustry would even­
tually be able to meet world competition without special 
assistance. But the price pevailing at the time was 
below cost of -production and "unless assistance was 
given more than half the companies would have to shut 
down." The Tariff Board recommended that this assist­
ance should be given in the form of a bounty on con­
signment to a port and not in the form of a protective 
duty. It wa,s found by. them that the productive capacity 
of the Indian factories was far in excess of demand snd 
no rapid growth in consumption could be expected unless 
the price was kept relatively low. Further, as internal 
competition was so acute that the price was cut down to a 
level below works costs and the protective duty would be in­
operative in raising the price. It is difficult to nnderstand 
that a policy of protection was not thought appropriate even 
for a short period in a market where dumping was taking 

. place. But the Tariff Board recommended a bounty on 
export to ports instead of a protective duty. They also 
thought that some sort of combine or working agreement 
was necessary in order to enable the industry to sell at a 
profit. 

The Government of India disapproved of the recom-
mendations of the Tariff Board on the ground that there 
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was no nlid reason for granting bounty to an industrY U1a~ 
WDS slIffering from the evils of over-production. 

The establishment of match factories by the Swedish 

II ..... ~. 
Compauy which was a huge combine 
aroused considerable alarm among the 

Indian manufacturers. This Company attempted to secure 
controlling interest in many of the Indian factories. It was 
contended thllt the Swedish Match Company having at ita 
dispoqal very large financial resources endl'8voured to crush 
the local manufacture by unfair competition, by a system­
atic cutting of prices and by prop~da of an objectionable 
tYP". The CIII¥' of this Companv illnstrated the danger of 
unrestricted admis-ion of foreign capital under a protection­
ist regime. It was, therefore, proposed ,hat Government· 
shoulrl intJ'Olfuce special measures to curtail the activities of· 
theSwediRh Match Company. 

The THrill Board fonnd that the allegation of unfair 
competition so far as imported matches were concerned was 
troe as the Company was importing matches into India at 
an abnormally low price. But the price at which the pro­
dllcta of the Company's factories in India were sold did not 
disclOge that there was unfair competition. The point, 
however, is tbat the entry of tbe Swedisb Companystimn­
lated internal competitioD wbicb brought down the abnormal 
profits of tbe industry. The works costs of the Company 
were bigber than those of Inrlian concerns and the average 
price realised by the Company was higher tban that by tbe 
Indiau manufacturers. The Company also attempted to 
secure a controlling interest in many of the Indiau CODcerns 
and spoil the reputatioD of Indian matches by unscrupulous 
propaganda. As the Tarill Board says: .. We have seen 
advertisements of tbe Swedish Match Company which, in 
80 lie eases explicitly, in otbers by implication, condemn the 
producta or all Indian match factories .witbout reserve. 
We must confel!8 that it strikes ~ as curious that • foreign 
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firm shouid repay the hospitality offered to it by India by 
belittling the quality of Indian manufactures as a class." J 

The rapid fall in revenue owing to the diminution of 
imports raised the question whether the existing duty should 
be lowered or be converted into a protective duty. As to 
the suitability of the match industry for protection. the 
Tariff Board held that it satisfied all the three conditions 
laid down by the Fiscal Commission. As regards the first 
condition, the industry possesses definite natural advantages 
in having a large home market and an adequate supply of 
cheap labour. As regards ralV material. there is an assured 
supply of timber in Burma, Bengal, Assam, the United 
Provinces and the Punjab to satisfy half the . total demand 
in India. In Bombay, however, the supply of timber is 
inadequate and the industry will have to depend very largely 
on imported aspen. For continuity as well as expansion 
olthe supply of timber a systematic scheme of plantation 
will have to be unrlertaken. The rapid growth of the 
industry untler the high revenue duty satisfies the second 
condition that the industry should be one which \\'ithout the 
help of protection is not likely to develop at all or is not 
likely to develop as rapidly as is desirable in the interests 
of the country. As regards the third condition whether the 
industry will eventually be able to face world competition 
without protection, the Swedish Company contend.ed that 
it is "out of the question that the industry could ever 
dispense with protection." • The reply to this contention is 
that the works costs of the Company's factories in India 
have fallen from Re. 1-12-2 to Re. 1.0-3 per gross duringa 

I Repor\ of ,he Tarill Bo .. d OD ]b"'b Ind .. I.,.. p. as. ! 
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period of four years,! and ~ similar fall, though not to the 
same extent, has taken place in other Indian factories. 
This reduction in the cost of production has been brought 
about by an increase in production, by the introduction of 
modern machinery, by the improved efficiency of labour and, 
to some extent, by a fall in the price of chemicals. Further, 
the future selling price of imported matches has been esti­
mated at not less than Re. 1-1-41- per groBs and thiB 
t1.gure is comparable with the fair selling price of Indian 
matches which has been estimated at Re. 1-4. It will 
be manifest from this that the industry satisfies th(l 
third condition also. 

There remains now the question whether the industry. 
needs protection. The Tarill Board found that with ~ 
revenue duty of 15 p.c. the price of imported matches would 
be equal to the fair selling price of Indian matches and, 
therefore, no protection might be necessary. But the need 
for protection arose from two causes: (1) the importation 
by the Swedish Company at a price below the economic 
level and (2) a prejudice against Indian matches resulting 
in the oller of a lower price. It was asserted by some of 
the Indian concerns that a dillerence of at least:'2 annas 
par gross in the whole.;ale market was necessary to induce 
the consllmere to purchase Indian matches.' It was 
observed by the T.arill· Board that .. If the difference were 
to disappear it cannot be doubted that the sale of imported 
matches would largely inorease" and this difftlrence might 
disappear in the retail market were the duty decreased by 
four annas only. The immediate effect of any such measure 
would be to transfer demand from the Indian to the 
imported match with the consequence that many Indian 
factories would be closed and the industry would receive 
a set-back from which recovery would be extremely 

1 ~ 01 .... 'l'uiI-.t .. MuoIo I~. Po iii. 
• Bat .l.D ...... ., ilia"; 1Miul1la~ If~ ~. 
5~ . 
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difficult." Nor oould it be said that the consumers would 
derive any benefit from a reduction of duty, as the industl'1 
was in such a stage that the price was determined ·by 
internal competition and the products of some of the 
factories were as good in quality as the imported matches. 
An additional reason for the maintenance of the duty at a 
high level is the uncertain attitude of the Swedish Company 
as regards their price policy, for they might prefer importa­
tion from Sweden to local manufacture. The Tariff Board, 
therefore, recommended the ·continuance of the import duty 
of Re. 1-8 and its transference from the revenue to the 
protective part of the schedule. 

Two other important industries tbat applied for protec­
_ion are ooal and petroleum. Coal industry, as has been seen 
in a previous chapter, has been passing through a serious 
depression and demanded & protective duty on imported 
coal. This claim was rejected on the grounds that the 
import was insignificant and coal was a raw material for 
all industries. The case of petroleum was, however, entirely 
different. The Indiau industry engaged itself in a price 
war with foreign companies. It faHed to establish that 
,here was dumping of foreign oil in india. 

It has been seen that the policy of discriminating 
protection was tirst applied to the steel 

lioo ~ J=:....... industry. Although ~here were at first 
serious misgivings as to the success of 

this policy, the progress of the industry justified the risk 
undertaken by the Government. The Act of 1927 limited 
the period of protection to seven years and before that period 
expired the industry was again put to the searching exami­
nation of the Tariff Board. It was oontended by the Tala 
Iron and Steel Company that the protective system broke 
down because the surplus anticipated by the Tariff Board 
of 1926 was Dot fully realised. It is, however, to be 
observed that during this period. the industries of the world 
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were overtaken by the gre.at depression that commenced in 
1929. The Indian Iron and Steel industry did not suffer to 
the same extent as the industries of other countries. As the 
Tariff Board says: "During 1927-28 to 1932-33 the works 
have steadily maintained an output roughly equivalent to 75 
per cent of their capacity. Few steel industries in the world 
have been able to maintain such an output." 1 Another 
criterion that we may adopt to measure the SUCceSd of the 
protective system is the proportion of the Indian market 
which is now supplied by the Indian industry. In the 
year 1927-28 the Company's production was 429,000 tons 
and its share of the available market was 30 per cent. In 
1932-33 the output was 427,000 tons and. the proportion 
had risen to 7g per cent, and this fact shows unmistakably 
that the industry is now in 1\ pORition to face world com­
petition, Turning to the figures of costs of production, 
the Tariff Board finds thnt they hafe fallen in all sections 
produced .by the Company and "the improvement in the 
effioiency of the works which was ant,icipated by the Board 
in 1926 haa been fully realised." I 
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It is true that the anticipations of the Tariff Board of 
1926 regarding the financial results of the Company were 
not fully -realised, but no Tariff Board, however careful 
its forecasts may be, could take into consideration al\ the 
factors that affected the industry. The fal\ in the demand 
for steel products due to industrial depression could not 
be foreseen by the Tariff Board. Nor could they anticipate 
that the industry would be subjected to a loss of Rs. 220 
lacs on account of the strike. They also could not fore­
see the loss that resulted from the curtailment of orders from 
the railways for rails and sleepers, and also the loss of 
demand for tested steel for engineering and other purposes. 
These considerations are sufficient to demonstrate that 
the Tariff Board of 1926 were not careless in their calcu­
lations. On the contrary, it must be said to their credit 
that the measures recommended by them ensured the 
interests of the producers and the consumers of steel. The 
Tariff Board of 1934 found that although the Act of 1927 
had achieved a large .measure of success, the unsettled 
economic condition of the world would not permit the 
discontinuance of protection altogethet. On a careful exami­
nation of the prices of imported steel and the fair selling 
price bf the Indian steel. the Board came to the conclusion 
that there was still a gap between the British price 
and the Continental price. The British price was stahle 
but the Continental price, as it was regulated by a cartel, 
was extremely uncertain. The se11ing price of the Indian 
steel approximated the British price but was higher than the 
Continental price. Therefore, it was not appropriate to expose 
the Indian steel products to the competition of the low-priced 
Continental goods. Thus, the differential system which was 
the basis of the Act of 1927 was continued. The main 
principles nnderlying the scheme of protection recommended 
by the Tariff Board are formulated as follows: 

(1) ,On articles sold by the Steel Company in direct 
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competition with British imports. either no protective 
duties are required at alror if any are required the rates are 
lower than the normal rates of revenue duty. 

(2) The extent to which protection is required by the 
Indian Steel Industry is largely conditioned by the propor­
tions in which tested and untested steel are demanded. 

(3) The ueed for protection is due ~ the low 
price of untested steel in which competition comes from 
the Continent. It is against this competition, based on 
indeterminate and uneconomic prices, that the Indian 
industry now requires protection. 

A question may, however. be asked whether the natural 
advantages possessed by the Continental steel industry are 
such that the Indian industry may never be able to dispense 
with protection. To this question the answer of the Tariff 
Board is that" advantage possessed by the Indian industry 
in the low cost of its pig iron is sufficient to offset the 
economy obtained on the Continent by the use of the 
Basio Bessemer process. With the reduction in the works 
costs, which we have estimated, we believe that by the 
end of the ned period of protection, Indian works costs 
will be no higher than on the Continent." 1 

The passing of the Indian Tariff (Cotton Yarn Amend­
Donlopmnla Ia ~ent) Act.' 1?27. di~ not bring ~ny appre­

c_ Tvi_~ . mabie relief to the Industry 88 It excluded 
, ... 'or p;......... . ~~ft f OL h f . piece J!;"""" rom ... e 8C eme 0 protection. 
The yeara 1928 and 1929 were marked by seriooa labour 
koubles and general strikea in the Bombay cotton mills. 
The industry became still more depressed and the oompeti­
tion of imports from Japan became keener than ever. 
The imporl of piece goods from Japan increased from UHI 
pre-War average of 3'1 million yards to 6611 million yards 

I 1I."'"'oI ... Tuil ........... r.... ... 8looI~.1 ....... 
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in 1929-30. In 1929 Mr. G. S. Hardy was appointed to 
examine the possibility of introducing a system of specific 
duties on cotton piece goods, and to ascertain what changes 
had occurred since 1926 in the volume of imports, the 
classes of goods imported and the extent and tbe severity 
of external competition with tbe products of tbe Indian 
niills. Mr. Hardy found tbat a change to a system of 
specific duties would be on tbe whole undesirable. As 
regards external competition, his report indicated that 
Japan's progress had been rapid and uninterrupted, largely 
at the expense of the United Kingdom, and the Indian 
industry was exposed to the competition of Japan. In the 
circumstances some measure of protection was urgently 
called for to save the industry from complete collapse. 

At the same time the financial embarrassment of the 
Government necessitated a revision of the tariff for 
increased -revenue. The Finance Member, tberefore, pro­
posed an increase of the revenue duty on cotton goods from 
11 to 15 per. cent and at the same time an additional 
protective dutj of 5 per cent with a minimum specific duty 
of at annas per pound on ~tton goods of non-British 
origin. These measures evoked a storm of protest from 
the non-oflicial members of the Legislature who disapproved 
of the principle of differentiation in favour of British 
goods! The Bill was also attacked partly on the ground 
that no protection was needed J and on the ground that 
the protection afforded was inadequate. The Finance 
Member defended his proposals, firstly, on the ground that 
'with an advant-age varying from 4 to 11 per cent large 
quantities of British goods had been replaced by Indian 
'manufactures and there was nothing to justify the imposition 
of a duty in excess of 15 per cent by. way of protection 
against British goods; and secondly, the raising of the 

I "-hI, Debe .. , 1lIII0, P. 1746, Speech 0I1'1mdi& ILIL lbIariJa. 
• 11M, P. 1767, Bpoa 01 A. H. Guouari. 
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duty to 20 p.c. all round yvould impose an undue burden 
ou the consumer, raising the cost to him o!enofmous 
quantities of goods which are not in effective competition 
with Indian manufactures. 

An amendment proposing to make the duty on aU 
cotton piece goods 15 p. c. or 3l anuas per pound which­
ever is higher was defeated ; the Government accepted 
another amendment by which the minimum specific duty 
of 8t annas a pound was made applicable to all plain !(rey 
goods including those of British origin, and with this 
alteration the Bill was passed into law. 

Even before this Act was passed, India was io the grip 
of the world-wide economio depression which seriousl, 
affected the financial position of the Government of India . 
.To meet the large de5.cit disclosed by the Budget for 
1931-32 an additional duty of 5 pljr cent WI'S added to the 
import duties on piece goods and in tbe following September 
an additional surcharge of 25 per cent was imposed on all 
jmports. The consequence of these measures was that 
on British goods the duty was 25 per cent and on non­
British goods 3lt per cent. 

The suspension of the gold standard by Great Britain 

S 
. ... introduced a complicated factor in the 

... poDll... of ...·11 f d' t d .I&IId .... ..,. al\Ol tan system a In la, for the example of 
til.. qreat Britain was shortly followed by 

Japan and the yen exchange was greatly depreciated. Tbe 
consequence of this depreciation of the Japanese currency 
was that the exports of ootkln manufacturers from that 
country were greatly stimulated at very low prices. It 
was alleged by the Indian manufacturers th~t the protection 
oontemplated by the duties of 1930 was rendered inopera&ive 
by the depreciation of the J Ilpan_ currency. The 
Tariff Board baving enqnired inkl the matter aupported 
the statement made by tile Indian m4Dufactures and re­
commended the rais~ of the dutl on non-Brilish C,lOUoIl 
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piece goods from 31t to 50 per cent, and this recommenda­
tion was immediately accepted by the Government of India. 
In 1933, the same factor necessitated the raising of the 
duty to 75 per cent. The Japanese manufacturers now 
apprehending a loss of the Indian market put pressure upon 
the Government of India by boycotting the purchase of 
Indian raw cotton. Japan· is the biggest consumer of 
Indian raw cotton and the loss of the Japanese market was 
bound to· affect seriously the economic position of the Indian 
culti vatol's. Thus, to avoid this tangled situation, the two 
countries entered into an agreement known as the Indo­
Japanese Trade Agreement. The imost important terms 
of the Agreement were: (1) .Tapalll agreed to buy 1,000,000 
bales of ra w cotton in return for exporting to India 
325,000,000 yards of. cotton piece goods but could export 
400,000,000 yards by buying additional 500,000 cotton 
bales, and (2) the customs duties to be levied on the 
Japanese piece goods were not to exceed 50 per cent ad 
f}alO1'em or 5tannas per pound. • 

Meantime, as a result of the visit of the British Textile 
Mission to India in the autumn of' HI33, an Agreement 
was concluded between the Bombay MiJlowners' Associa­
tion and the Mission on the rates of duties to be 
levied on British goods. It was agreed that the Indian 
Cotton Industry is entitled, for its progressive developmentt 

to a reasonable measure of protection against the imports 
of United Kingdom yarn and piece goods. It was also 
agreed that under present conditions, owing to lower costs 
and other factors operating in foreign countries, the industry 
required a higher level of protection against them than 
against the United Kingdom. It was also agreed that if 
and when the revenue position of India made it possible for 
the Government of India to remove the general surcharge 00 

importsL the Indian side would not make fresh proposals with 
resard to the duties applicable to the United Kingdom. In 
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tbe ~i1tter of cotto!:! yarns, tbe duties agreed were 5 per 
cent ad valorem with" minImum specific duty of Ii annas, 
per pound. In regard to raw cotton, the indian side 
strongly emphasised the urgent necessity of ,further efforts 
being made in tbe United Kingdom to popularise an~ 

promote the use of the Indian raw" material, and this was 
accepted by tbe British, Mission. Tbe provisions, of these ,two 
Agreements were given statutory force by the Indian Tariff 
(Textile Protection) Amendment Act wbich beceme law 
on tbe 1st May! 1934. Wben this Act was passed, it was 
stated by the Commerce, Member that the tariff ,rates o,n 
British goods would remain in force for two years in 
accordance with the ter~s of the Agre~men~ between the 
Lancashire Delegation and the Millowners' Association, 
Bombay. 

Berore the expiry of the period of two years a ~peci~ 
Tariff Board was, appointed to examine the le~el ~, t~e 
duties necessary. to. alford adequate protection to the Indi~ 
cotton textile industry against imports from the United 
Kingdom. This Board found that in spite of the world-wide 
economic depression tbe Indian cotton textile industry had 
made substantial progress during 1931-35. The Indian 
mill production of ootton piece gooda rose from !.l,561 to 
8,897 million yards during the period showing an increase 
of 8S per cent and of yarn from 867 to 1,001 million Ibs. 
showing an increaSe of 15 per cent. The average total 
number employed in India's mills in 1985 was 414,ss., 
an increase of 19,000 since 1931. The imports of ootton 
piece goods from all countries during the same period rose 
from SSg to 943 million yards, an increase of 7 per cent 
only but Britain's share of the import trade baa been 
almost stationlAl')'. 

Regarding the levels of duties required to afford adequate 
protection to cotton pi6ce goods. the Board oompared the 
prices of typieai imports from the United Kingdom and of 

63 
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similar' goods produced in India and came to the conclusion 
that the duty necessary to' equalise prices should be 20 per 
cent ad valorem. 

We bavesurveyed the development of Indian industries 
since the adoption of the policy of protection. It is clear 
that the Government of India put every industry to the 
searching examination of the Tariff Board and bave kept 
in view the interests of the producers and the con,umers 
alike. It is true that this policy has entailed a burden upon 
the consumers hut it bas not been out of proportion to 
the progress' made. The prices of protected goods have 
greatly fallen and in many cases the pre-War levels have 
heen attained. The growing internal competition is keeping 
down prices but signs are DOt wanting of a tendency towards 
price agreements to exploit the home market. Thllrefore, 
it \ViIi be necessary to keep a close eye upon the course 
of prices, so that the interests of the consumers may not 
be sacrificed for the benefit of the producers. 



CHAPTER XII 

TUB STATB AND INDUSTRY 

The role of ths State in relation to industrial development 
has assumed an importance in the current century. that was 
unknown in the !(reater part of tbe nineteentb ceJ;ltury. 
When the East India Company was a pure trading cor­
Poration, it was interested in tbose producu of Indian indus­
tries that held out prospects of a profitable sale in European 
markets. But witb the acquisition of political power by 
the Company, its economic policy was profoundly ~nflueDOOd 
by tbe policy of Great Britain, Tbe economic policy of 
Great Britain during the eigbteenth century, towards. its 
colonies, was that they were to be the sources of supply of 
raw materials for British industries apd markets for British 
manufactures. Under this policy, the trade of the East 
India Company. which mainly exported manufactured goods 
from India in the eightet'ntb century, was viewed with 
jealousy by the vested interests at bome. Thus. in their 
letter to Bengal. dated 17th Marcb, 1769, the Court of 
Di rectors desired tbat the "production of raw silk should be 
encouraged in nengal and that of manufactured silk fabrica 
should be disooursgt'd." 1 

Tbougb tbis \'I11S the policy wi~h n>gard to manufactured 
j(OOdli competing "'itb BriLil'b products, the Company ,,'&s 

1 - ft. _____ • ...-,a.. .. poIioJ ~ '" _ .... i .... -.. 
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instructed to encourage the production of those goods for 
which Great Britain was dependent upon foreiWl countries. 
We have seen in previous chapters that the Company in. 
terested itself in the production of indigo and raw cott{)n 
towards the close of the eighteenth century, with a view to 
makipg Great Britain independent of foreign sources of supply . 
of these materials. The introduction of tea cultivation in 
India was the result of the same economic policy, because 
Great" Britain wanted to be independent of China-then the 
only country from which its supply was derived. 

There was" also another reason which induced the 

In8aenca 01 tbe 
doom.. 01 laisses 
f.ire. 

Company to keep itself aloof from manu· 
facturing industries. The progress of 
British industries after the Industrial Re­

volution was accompanied by the acceptance of the policy of 
laissez fRire under which it wast hought that any interference 
by the State with the economic aJfairs of a people was in­
jurious in its eJfects. The British administrators in India 
~ere undoubtedly influenced by this doctrine, though they 
were not strictly consistent in their adherence to it. The 
production and the manufacture of salt 'and opium and the 
cultivation of tea could not, however, he justified by the 
laissez faire doctrine as advocated at thai time. As Pundit 
MaIaviya remarked: "The doctrines of free trade and laissez 
faire, an undue regard for English interests and the fear 
of interference with English trade have prescribed the policy 
which the Government in India had to pursue." 1 The ec0-

nomic condition of India under this policy became a source 
of alarm to thou/(htful Indians. During the second half of 
the nineteenth century there lIere no less ,than 24 famines 
in India and the severity of the distress was attributed t{) 
the prO/(fessive ruralisation of the country. 

i MiDut.o 0; DhMaIIo!be ~ of Ibe I11dloa IDdu&rial CommiooioD. JI18.18. 
p.... .. 
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The Famine Commission of IBBO, which was appointed 

Famine Oommit .. 
.ion of 1880 ond 
tbeir rdCOmmlnd&· 
tlonl. 

after the' disastrous famine of IB77 -78, 
observed: II A Dlain cause of the disastroua 
consequences of Indian famines, and one 
of the greatest difficulties in the way of 

providing relief in an effectual shape, is to be found in the 
fact that the great mass of the people directly depend: on 
agriculture, and that there is no other industry from .which 
any considerable part of the population derives its support. 
The failure of the usual rains thus deprives the labouring 
olass not only of the ordinary supplies of food obtainable at 
prices within their reach, but also of the sole -employment by' 
which they can earn tbe means of proouring it.' While 
recommending various measures to. combat famines in India, 
the Commission expressed the view that .. no remedy for 
present evils can be complete which does not include the m­
troduction of a diversity of occupationll thfOogh whirb tho 
!Iurplus population may be drawn. from agricultul'al pursuits 
and led to find the means of subsistence in manufactures 
or some such employment." The Commission ady~ted a 
radical change ill the policy hitherto pursued by the Govern­
ment in relation to industries and indicated the directions in 
which Government might usefully aid in fostering the 
111'Owth of new industries. Government, 'hey thought, might 
pioneer new industries or introduce the scientifio methods 
of Europe for various manufactures and might afford valuable 
and lellitimate assistance to private persons desiring to em­
bark on a new local industry by obtaining needful infor­
mation from other countries or skilled workmen at public 
cost. It was also emphasised by the Commission thal 
Government should encourage local industries by ihe pur­
chase of their products in preference to imported articles and 
by the institution of an elaborate system of technical, artistic 
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and sciel),tifie education which would render available the 
supply of skilled labour for growing industries. Their 
general conclusion was: H To whatever extent it is possible; 
however, the Government should give assistance to the drvs­
ropment of industry in a legitimate manner, and without 
interfering with the free action of the general trading 
community, it being recognised that every new opening thus 
created attracts lahour which would otherwise be -employed 
to- cotnparatively little purpose on the land, and thus sets up 
a; 1l6W bulwark against the total prostration of the labour 
market, wbich in the present condition of the population_ 
follows on every severe drought." 

-:AIi a COD sequence of tbese recommendations, the first 
,- step taken by the Government was an 

E.,1j iDdll8&rial attempt to collect and disseminate-commer­activitia,. 

cial and industrial information. The 
Calcutt& Exhibition Qf l884-85 was an expression of this 
pOlicy. An att~mpt was also made to examine the _ indus­
trial -resourctls of India by the Reporter on Eronomic 
Products. The position of various existing indigenous in-
6ustrieswas examined by officials and their rl'ports were 
IIIi1bodied in a series of monographs. The Geological Survey 
ot India began to explore the possibilities of exploitation of 
tlie mineral resources of the country. 

'I'he second form of State activities in relation to indus­
tries was the provision of an imperfect system of tecbnical 
education. The demand for technical education found its 
manifestation in the following reS(llution passed by the Indian 
National Congress in 1887: .. That having regard to the 
poverty of the people, it is desirable tbat-the Governmen 
be moved to elaborate a system of tecbnical education" Buit 
able to the condition of the country, to encourage indigenous 
manufactureS by a more strict obse"ance of tbe orders, already 
existing, in regard to utilising sucb manufactures for state 
purposes. and to employ more extensively. than at present, 
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the skill and talents of the people,of the country," This 
request was reiterated in siiccessive sittings of the IndiitO 
~ational Congress but it failed to produce much impression 
upon the Government. A.bout the position of technica.l 
education in India, Sir John Hewett remarked in 1907 i 

"The question of technical and industrial education has 
been before the Government and the publio for over 
tlVenty years. There is probably no subject on which 
more haa been written and said, while less has. been 
accomplished." 1 

The two provinces in India that took the initiative in 
adopting a forward policy for the development of industries are 
Madras and tho United Provinces. In 1898 Mr. (now Sir) 
Alfred Chatterton, who interested himself in the industrial 
problema of the Presidency of Madras, obtained a tlmall 
gl'ant from Government for experiments in the mllDufacture 
IIf aluminium vessels in the School of Arta. These experi. 
ments were 80 Bucce'sful and in the course of a year 80 !lluflh 
progress was made that the Madras Government prop'ose~ 
that Mr. Chatterton should devote himself to the restoratiOIl, 
orgnisstion and development of those technical trades ~ 
industries, espeoially metal work and connected artsr whio\} 
appeared most likely to prove Buccessful and. that heshl?uld 
pay speoial attt'ntion to the following matters :-

(1) The development of the aluminium industry. . , 

(2) The inspeotion and reor~ni88tion of existing indus­
trial IIOhoolll and the establishment of new ones. 

(8) The development of indigenous industries; and . - . , ! 

(4) The establishment of a manual training c1asa in the 
College of Engineering Workahops or elsewhere.' 

., , 

, ~ ., Sir 1 ...... B .... at ... Noi.i .... Iad~aI Cae..... 111M. - . . 
.- ........... ., tM o.P·"II1II.' .r I .......... JIairaa P ., D 't At, _11x J t 
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These proposals were sanctioned by the Secretary of State, 
with the observation that" the aluininium industry "ould 
be .left tp private enterprise all soon aa successof the industry 
\l as asllured and. th~ trade would benefit by the methods 
adopted under Government supervision." In the coUrse of 
the next four or five years experiments with handloom weav­
ing. with pump irrigation and with. chrome tanning were 
unaertaken by Mr. Chatterton. The introduction of chrome 
tanning was so successful that it Jed to the establishment of 
a vigorous industry. 
,~: In 1905; the Madras Government submitted a scheme to 
the Government of India for the further advancement of the 
industrial development of the.Presidency. It was. proposed 
to create a new departmeut to initiate experiments which 
might assist private enterprise to take up fre~h industrial 
undertakings, to niake a survey of existing industries and 
to .investigate the possibility. . of creating new.ones. Lord 
M:orley~ then Secre£al7 of . .state for India,. though sceptical 
about the di~tion of· StateetJort towards the creation of 
n:e"; industries, sanctioned the creation of the new (Jepan­
inent by way of experiment, under a Director of Industrial 
~DdTechnical EnquirieS.. Thus, the first Provincial Depart.­
ment of Industries came into existence in 1906. The Govern­
ment of India aloo having recognised the need for a general 
industrial policy created a separate Imperial Department of 
Commerce and Industry in 1905. 

. In 1907, an Industrial Conference was convened by Sir 
John Hewett, Lieutenant-Governor of the 

!iaiDDal Iodootria\ 
0aD~ United Provinces, to formulate proposaIH for 

the creation of a Department of Industries 
with a Board of officials and. businessmen .. whose main 
functions were to be the acquisition~and dissemination of 
industrial information, the introduction:of!new:and the stimu­

lation of existing industries." The ,Conference approved' of 
$he proposal for the establishment of a technological 
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institute for research work. with a "iew to bringing scientific 
J<nowledge to bear 011 Industrial problems, and recognised the 
need for financial assistance ·to private industrialists to 
pioneer new industries or demonstrate impoved methods. 

In pursuance of these recommendations, loaDS or grants 
were given to several concerns, especially to sugar factories. 
The Indian Industrial Commission found that this financial 
aHsistance. in the absence of a properly considered and ac­
cepted policy or of a systematised organisation to ¢ ve effect 
to it, produced very little effect upon private capitalists. 
The Government also started a pioneer oil mill to investi­
gate the possibility of extraction of cotton-seed oil on a com­
mercial scale. 

In 1908, an Industrial Conference was called by the Madras 
Government at Ootacamund to consider the 

.. :::o~:~~r;- best method of developing further the 
work which had been begun by the Direc­

tor of Industrial and Technical Enquiries' and also to review 
the question of the improvement and extension of technical 
education. This Conference opproved of three functions 
that could be discharged by the Department of Industries: 
(1) the supply of ad\ice in regord to new industries, and the 
introduction of new methods and processes, (2) the carrying 
out of investigations and experiments and (3) the develop­
ment of selected i.ndustries. With regard to the question 
of pioneering new industries the Conference adopted the 
resolution that the Government may undertake. as a pioneer, 
the introduction of new industries or industrial processes for 
the purpose of training students or apprentices or for 
demonstrntillg that such. industries will be commercially 
successful subject to the qualification tbat Government 
should withdraw from any Buch undertaking as BOOn 
as the ad\'antage of the improved methods was sufficiently 
demonstrated. This resolution was, hoWever, adopted under a 
protest from some European members who held tha& Govern-

" 
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ment should confine assistance' to commerce to matters of 
research, technical education, industrial instruction and the 
dissemination of industrial information. But these begin­
nings. though modest in character, received a great set-back 
as the policy underlying them was not approved by the 
Secretary of State for India. 

n has been pointed out that Lord Morley in ]906 
Desp.1ch 01 Lord expressed doubts as to the value of the 

Korle,. elforta made to create industries in Madras, 
and he now differed fundamentally from the views expressed 
by the Ootaeamund Conference and approved by the Madras 
Government regarding the functions of a Department of 
Industries. In bis Despatch, dated 20th July, 1910, Lord 
Morley observed: "I sympathise with the Conference and the 
Madras Government in their anxiety for the industrial 
development of the province, buH think tbat it is more likely 
to be retarded than promoted by the diversion. to State 
managed commercial enterprises, of funds wbicb are urgently 
required for'tbe extension of industrial and technical instruc­
tion. The policy which I am prepared to sanction is tbat 
State fonds may be expended upon familiarising tbe people 
with such improvements in the methods of production as 
modem science and tbe practice of European countries can 
lIllggest ; furtber than this, tbe State should not go and it 
must be left to private enterprise to demonstrate that these 
improvements can he adopted with commercial advantage. 
My objections do not extend to tbe establishment of a bureau 
of industrial information or to the dissemination from such a 
centre of intelligence and advice regarding new . industries, 
processes or appliances, provided that nothing is done 
calculated to interfere with private enterprise." These 
orders led to the discontinuance of tbe State activities in 
industries. -'-

It is to be observed, however, that this decision of Lord 
Morley W8I1 inftuenced by his undue predilection for laissez 
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faire doctrines as also by the protests of the European mer­
chants at the Ootacamund -Conference. It was unfortunate 
that he did not lay any stress on the difference between the 
industrial condi tions of India and those prevailing in Europe. 
The orders of Lord Morley evoked a storm of protest in the 
country. The Sixth Indian Industrial Conference protested 
against the abolition of the Department of Industries arid the 
Madras Legislative Council in a resolution pressed for a re­
consideration of this decision. 

Lord Crew, successor of Lord Morley, in his reply to a 
representation from the Government of 

Lord On •• •• ~ie" •. Madras for a reconsideration of his prede-
cessor's policy, while re-affirming Lord Morley's decision 
against the extension of State activities to trading on com­
mercial lines, pointed out that the Government of Madras 
appeared to have placed too limited a construction upon the 
orders of Lord Morley. "The policy which he then sanc­
tioned was that State funds might be expended upon famili­
arising the people with such improvements in the methods of 
production as modem science and the practice of European 
countries could sugj{6St. This need not be interpreted as 
confining instruction solely to industrial schools. I am pre­
pared to recognise that in certain Casl?8 instruction in indus­
trial schools may be insufficient and may require to be 
supplemented by practical training in workShops when the 
application of new processes may be demonstrated; and there 
is no objection to the purchase and maintenance of experi­
mental plant for the purpose of demonstrating the advantagea 
of improved machinery or new processes or for ascertaining 
the data of production." 1 

n is to be l(teatJy deplored. however, that no action 
had been taken, even wiiliin the limited sphere of 
activity which Lord Morley had sanctioned and Lord Crew 
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endorsed. The Industrial Commi8sion pointed out that 
difficulties in the way of giving. effect to the poHcy of Lord 
Morley were increased by the lack of organisation, but the 
fact is that the Government did not attempt to create the 
necessary organisation. 

Reference has been made in a previous chapter regarding 
European War and the effects of the War upon the economic 

!~: i.;.r:;~~enJo'::~ condition of India. The industrial defici­
mission. encies of India were brought into promi­
nence by the closure of the European markets for the supply 
of the essential requirements of Indian industries. Nor was 
the military position of the country BOund owing to the 
absence of industries capable of supplying the munitions of 
war; The question of industrial development thus received a 
new stimulus. Besides, for nearly a decade berore the War, 
Indian public opinion was insistent on a policy of rapid indus­
trialisation. This demand emanated from the educated classes 
who found increasing competition in the learned professions 
and sought in industrial development new avenues for 
employment. Public opinion thus appeared ripe for in­
itiating a forward policy for the development of industries 
in India by direct State action. But the attitude of the 
Government of India on this subject was vacillating. Under 
the stress of "War necessities, the Government instituted a 
general survey of the industrial position of the country, and as 
a result they became convinced of the necessity for a definitc 
industrial policy for India as a whole. Sir William Clark, 
then Member for Commerce and Industry, in reply to Sir 
Ibrahim Rahimtoola's resolution for the appointment of IIij 
Industrial Commission, observed that" Government of India 
have decided that the time has come when the question of 
the expansion aull development of Indian manufactures and 
industries should be taken up in a' more comprehensivc 
manner than has hitherto been attempted. They have 
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strong hopes, however, that it may prove possible to place 
the industries of this country on a much firmer and more 
extended basis than at present, and they consider that DO 
means should be left untried which holds out a reasonable 
hope of effecting this end." The debates in the Assemb­
ly culminated in the appointment of the Indian Indus­
trial Commission in 1911i, to whom the following questions 
were l'eferred:-

(a) Whether new openings for the profitable employ­
ment of Indian capital in commerce and industry can be 
indicated. 

(b) Wbether and, if so, in what manner, Government 
can usefully give direct encouragement to industrial develop­
ment--

(i) by renderi~g technical advice more freely available; 

(ii) by demonstrat.ion of the pl'actical possibility on the 
commercial scale of particular industries; 

(iii) by affording dil'ectly or indirectly financial assis­
tance to industrial enterprises ; or 

(iv) by any other means which are not incompatible with 
the existing fiscal policy of the Governmen t of India. 

The Commission, after a comprehensive survey of the 
economic position of India, made important recommendation 
regarding the development of Indian Industries. Their find­
ings Illay be summarised (IS follows: India is a country rich 
in raw materials and in industrial possibilities, but poor in 
manufacturing accomplishment. The deficiencies in her 
industrial system are such 88 to render her liable to foreign 
penetration in time of peace and to serious dangers in time 
of war. Her labour is ineflicie.nt, but for this reason capa­
ble of vast improvement. She relies almost entirely on 
foreign SOlll~'S for fOl'\'lUen and supervisors: and her intelli­
gentsia hl\\1l yet to devf:lop a rigbi tradition of industrialism. 
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Her stores of money lie inert and idle. The necessity of 
securing the economic safety of the country and the inability 
of the people to secure it without the co-operation and sti­
mulation of Government impose, therefore, on Government 
a,. policy of energetic intervention in industrial affairs. In 
order to discharge the multifarious activities which this 
policy demands, Government must be provided with a 
suitable industrial equipment in the form of Imperial and 
Provincial departments of industries. 

The main activities of Government in respect of indus­
tries must relate to (1) research, (2) industrial and technical 
education, (3) commercial and industrial intelligence, (4) 
direct assistance, technical and financial, and (5) the pur­
chase of stores. On each of these subjects important recom­
mendations were made. The machinery ~roposed by tbe 
Commission to carryon these functions involved the creation 
of Central and Provincial departments of indu~tries .. manned 
largely by all.India Scientific and Technical services." 

The Provi.ncial Department of Industries should under­
take the following functions :_ 

(a) The direc~ encouragement of industries, including a 
large share in industrial research work, the provision of 
technical advice and assistance to industrialists, the exami 
nation of applications for special concessions, and the grants 
of loans to small and cottage industries. 

(b) The collection and distribution of commercial and 
industrial intelligence ; the work of passing Governmeni 
indents and of purchasing and inspecting certain classes of 
Government stores ; the organisation of markets for local 
products; the conduct of special enquiries and industrial 
surveys; the holding of industrial exhibitions and the 
management of commercial and industrial museums. 

(c) The control of technical and industrial education. 
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(d) The control of the staff employed for the. local ad­
ministration of Electricity, Factories and Boiler Acts ; 
and the furnishing of advice to Government. on the indus­
trial and commercial aspects of the Mines Act and of the 
rules for mining leases and prospecting licenses. 

The Provincial Department of Industries is to work 
under the control of a Director of Industries assisted by a 
provincial Board of Industries, the members of which should 
be appointed by Government, in some cases on its own 
selection, in others on nomination by suitable public 
bodies. 

The Central Department of Industries will have to 
deal with certain industrial problems of importance com­
mon to more than one part of India. Ie It is thus," says the 
Commission. Ie a most important duty of the Government of 
India to provide the machinery required to eniiure the uni­
form development that alone will make the country self·con­
tained, both economically and lor purposes of defence." 
The Central Department of Industries should, therefore, be 
entrusted with the direction and co-ordination of the general 
industrial policy of the country and the proper performance 
of certain functions of national importance. The various 
subjects which this Department would control Call into three 
f{roups :-

(1) Geology and Minerals, Salt, Explosives and Petro­
leum. The chemical service and chemical research, Govern­
mentfaotoriea for research and demonstration. 

(2) Stationery and Priuting, Commercial and Industrial 
Intelligence, Stores, Factories Act. The General encourage­
ment of industries, Technical, and Induslrial education. 

(3) Inventions and Designs, Steam Boiler Acts. Electri­
city, Ordnance Factories, Inspection of Ordnance manufac­
bires. 
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The Central Department of Industries is to be in charge 
of a member of the Viceroy's Executive Council assisted by 
a Board of three members who will have under their charge 
each of the three groups of subjects mentioned above. 

Following the recommendations of the Commission, the 
first step taken was the conversion of the Indian Munitions 
Board which was established in 1917 "to control and deve­
lop Indian resources, wit~ special reference t{) the needs 
created by the war" int{) the Central Department of Indus­
tries. The control which this Board exercised in the matter 
of purchase of Government stores was highly important 
from the point of view of the industrialists as they had a 
direct influence on the development of indigenous industries. 
As a matter of fact the work of this Board was a "practical 
anticipation of many of the conclusions" forced npon the 
Commission. 

The Provincial Governments also appointed Directors of 
Industries and thus a nucleus was formed to give effect to the 
recommendations of the Commission. 

The most important recommendation of the Commission 
was the creation of an all-India Scientific Service and a 
Chemical Service to direct research work. Go,·ernmenl 
f~lIowing this recommendation appointed a Committ~ to 
consider whether an all-India Chemical Service was the best 
method of attaining the ends which the Industrial Commis­
sion had in view. The majority of the CommiUee agreed 
that a Chemical Service should be established having as its 
primary object" the encouragement of industrial research 
and development." ::;ir P. C. Ray, who was opposed to the 
creation of the Chemical Service, wrote: "I consider that the 
days of Government services are over and that the develop­
ment of industries by the agency of a Government service is 
not the most suitable way of dcaling with the problem." I 

J TIle CIow aWe aD4 Iaduatq .. p. 16. 
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Professor Ray, however, was probably. under an apprehension 
that as, this Service would- mainly)e manned by forei!(D 
chemists, the best interests of the country would not be 
served. 

'The)ntroduction of the reformed Constitution in India 
raised important issues as to the authority most suitable for 
the development of industries. The recommendations of the 
Industrial Commission were based on the conception of a 
unitary form of Government under which the general policy 
for the control and direction of industrial activities was 
to rest with the Central Government. The Commission 
thought that even with the changes proposed by the Montagu­
Chelmsford Report there was no need to modify the machi. 
nery proposed by them. But, it is worthy of nota that the 
Commission could not anticipate the difficulties tbat would 
arise from the acceptance of the new Constitut.i.on in regard 
to the execution of the new policy. As Sir Chsrles Innes 
pointed out: "The Commission was concerned solely with 
India's industrial deficiencies, and deliberately it set itself 
to devise the most efficient way of remedying those defici­
encies. The reform scheme, on the other hand, of se\ 
purpose is prepared to sacrifice efficiency to other and wider 
considerations. " 

Under the rerormed Constitution the "development of 
arts and orafts and local industries H became a Provincial 
subject, and Indian opinion insisted that this subject should 
be under a minister. Their argument was that the subject 
was one in which public opinion was keenly interested and 
it was believed that if a big advance W8d to b6 made, 
ministers depending on the support of the Legislatures were 
likely to show more enthosiaam and secure more support 
than the Government of India or the reserved aide of Local 
GO\'el'Dments. 

The Function. Committee in tbeineporton the allocation 
of subjects between l~ntral and Provincial Govemmena 

65 
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pointed out that it was difficult to maintain any dividing 
line between 'local' and other industries and recommended 
that the "development of industries including industrial 
research and technical education" should be a Provincial 
subject and be dealt with on the transferred side of . the 
Government in all provinces, but "Central institutions. of 
scientific and industrial research and the control of mineral 
development", were to be all-India subjects. 

The Goverlifuetlt of India were, however, opposed to·the 
transference of industries to the control of" Provincial 
Governments. In· their despatch, dated 16th April, 1919, 
-they put forward three reasons which induced them to hold 
that the Central Government could not divest itself of re­
sponsibility for the iililustrial progress of the country which 
was necessary to secure its military safety and its social and 
politicrll stability. The Government of India are in contl'ol 
;'(siIch . subjects as -tariffs, rail ways and . foreign trade rehl­
tions, the inllueb-ce 'of which on indu_strial development is 
profound. -SeconOly, the Provincial Governments on account 
or their sle·nder resources, will not be able to undertake costly 
.experiments or ·finance enterprises by loans, guarantees or 
undertakings to purchase products". Thirdly, .experiments 00 

a commercial seale will have to be made" if dangerous gaps 
in our economic armour are to be closed, and les&ential links 
ili the industrial chain are to be forged ,. and this can be 
done by the Central authority only. 

But the reRpective spheres of influence of Central and 
Provincial Governments were stated by the Functions .Com­
mittee as f<?llows: "The intention of the Committee ~as to 
entrust the Provinces with sufficient power to secure develop· 
)Dent of their o~n industries, while giving the Government 
of India full scope in matters which could not be dealt 
.with _ by individ~al Provinces." Thus, though a Central 
I:>epar~lDent was. created, the main responsibility for the 
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development of industrie~ by official agency passed to the 
Looal Governments under their ministers. 

The change of industrial policy as recommended by the 

Jndultrial progre •• 
under the Reformed 
Conltit1ltioD. 

Industrial Commission and accepted by the 
Secretary of State for India showed'con­
siderable promise in the beginning. The 

Central Government with a view to evolving a common polioy 
and a uniform programme began to convene conferenoes of 
Directors and Ministers of Industries so that the provinces 
migbt benefit by mutual exchange of views. They further 
desired to build up the necessary organisation by the crea­
tion of the all-India Industrial and Scientific servioes but 
this proposal wa~ opposed by the Provincial Governments. 
The idea of the Central Government was that. tbe Provincial 
Governments would utilise tbe services of experts recruited 
by the Central Government. Tbe Provincial Governments 
did not favour tbe idea of. utilising the services of an agency 
over whioh the ministers would not be able to exeroise the 
necessary cDntrol. Tbe necessary agenoy was not .accord, 
ingly oreated. Tbe funotions of the Central Government 
were thus restricted to the collection and dissemination of 
industrial information and the purchase of stores. The 
Provincial Governments, however, drew up elaborate pro­
grammes of development and research and attempted to 
build up the necessary organisation to carryon their work. 
But the activities' of both tbe Central and Provincial 
Governments were seriously affected by two new factors. The 
world. wide depression in industriES from which India could 
not escape made the prospect" of development gloomier aa 
every year rolled by. Further, the financial diffieulties 
of both the Central and Provincial Governments largely 
crippled tbe activities which were initiated with con­
siderable enthusiaam. But in spite of these difficulties 
some amotmt of solid work has been done in dill'erent 
direction •• 
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" It is recognised that the development of industries 
in 8 country -depends to a' large extent 

Commeroial aDd b . f I I d f . Indn.~ri.l iDteUig....... upon t e expanSiOn 0 oca an orelgn 
markets. With tbis end in view, the 

Department of Commercial Intelligence was establisbed, 
but up to 1921 its activities were confined mainly to 
Qverseas trade. Since 1922 the Department undertook 
to. supply information relating to inter-provincial trade. 
Its main functions are to answer trade inquiries, to keep 
Government in touch with commercial opinion, to assist 
Indian firms to establish or to extend trade relations with 
foreign traders and to collect and publish statistics. An 
Indian Trade Commissioner has been appointed in London 
to "foster and assist the export trade of India." But the 
need for the appointment of Trade Commissioners is greater 
on the Continent and in other unexplored markets than in 
London. 

The Cemral Government began to issue bulletins on 
industrial m~tters and publish a Journal of Indian Industries 
lind Labour, but these have been discontinued as a conse­
quence of a policy of retrenchment. The Labour Gazette, 
published by, the Bombay Labour office, devotes to labour 
affairs and aiso devotes some atte~tion to commercial 
matters. 

The Provincial Governments have carried on systematic 
surveying of arts, crsfts and cottage ir.dustries with a viewto 
gathering preliminary information regarding their organisa­
tion and scope for development.' The industry that has most 
attracted the attention of tbe Provincial Governments ~s the 
handJoom indus,trY for this indnstry, even DOW plays a very .. 

1 In 1928 • 1I1I1ft1 .... _dueled iD Be.gal ""ardiDg the pcoiliaD of CII\&oj(e 

z:.dl.11 jPI aLl tbe ,HUll. fmbodied in • Beprort OD the IDI"fe'J 01 co&tI,e iDctu.bi-. The 
{'ailed Pro.;- IDd )I.dno hi .. 0110 _4ue1ed oimil .. _ .. 
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important part in tbe economic ,life of tbe country/ 
Tbe relative position of -~be bandloom industry did not 
deteriorate during tbe first quarter of tbe current 
century. On tbe otber band, tbe total produotion by 
hand looms increased from 880 mi\lion yards. in 1899-1900 
to 1,160 million yards in 1925-26" During the War period 
the industry received a substantial stimulus from the pre­
vailing high range of prices of cotton goods. During the 
post-War period, however, it received another stimulus from 
the political movement that stressed the use of hand­
woven cotton goods. It is recognised that under suitable 
conditions and within certain limits, the handJoom industry 
oan still hold its position against mills. The success of 
this industry depends more 011 commercial factors tban 
on dexterity. The use of best appliances, attention to 
suitable. designs and facilities for marketing can still main­
taill the vitality of the industry. 

The chief problem which the Department of Industries 
had to tackle was how to train the hand loom weavers. This 
training is being imparted not simply by means of fixed 
weaving schools but alllO by peripatetic schools and demon­
tratiOD parties. Besides schools,' extensive use has been 
made of exhibitions to demonstrate the advantages of 
improved methods. One of the results of the activities of 
the Deparbnent of Industries has been the general adoption 
of lly-shuttle in place of the hand-thrown shuttle, which 
increased production by 40 to 100 per cent. .. lI'orts 
are being made in various provinces to introduce dobbies 
for the productiOD of cloth with pattern borders. Thus, in 

'- ." '-$l,II6T Ibdru l,/1U,d 
...... ... 1,li,888...... "",8IIf 
Bibor • Oriooa •• 1.6&,181 l'wIajd "'lUll 

l lIopoItof'" 'l'UiI Boa .... ~ ~ ..... 
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:~l)e .Central Provinces, between 1920 and 1926, 10,000 
dobbies had been supplied to weavers. 

The industries connected with the handloom industry, 
as for example, dyeing and printing, have received some 
'amount of attention, Thus: in the Punjab an institution 
was established at Shahdara for experiments in dyeing. and 
-printing. In Bombay demonstration parties are sent to 
interest the weavers in'dyeing and calico printing, 

The silk industry has received some amount of attention 
from the Department of Industries. A silk institute has 
been established at Bhagalpur in Bihar for the improvement 
of designs:and methods of manufactures. The designs after 
being produced in the Institute are taken by the weavers in 
:the bazaar. In.Bengal a silk institute has been established 
at .Berbampore.witb the same object. The problem of 
-marketing the products of cottage. industries is also receiving 
the attention of the Government. In .the majority of pro­
vinces . depots have' b!lEln opened for the sale of goods made 
byeottageworkers. The United Provinces have appointed 
agents in London for. the sale of goods of this kind. 

The question of granting adequate financial assistance 

P
· '. '&I ' ta to mIddle class industrialists received care-

ID&IlCl 88818 nee. 
. ful consideration at the hands of the Indus-

trial Commission. It is difficult for them to inspire the 
confidence of the investing class, nor can they offer adequate 
security to satisfy banks. While recommending a IW-heme 
of industrial banks to deal with the problem of finance 
ultimately, the Commission recommended that Government 
might give guarantees of credit, guarantees of dividends, 
loans and contributions to share capital. 

Three provinces up to the end of 1927 have made legis" 
lati ve provision Jor the grant of financial assistance to 
industries. . The province of Madras took the initiative in 
passing an Aet known as the State Aid to Industries Act of 
1923. Financial assistance under the Act may inclnde 
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"loRns, guarantees of cz:edit, subsidies, subscriptions-to 
shares or debentures, guarantees of dividends and gran.ts· on 
favourable terms of land or materials belonging to {}avern­
ment." It is -to be granted to new or nascent industries, 
or industries to be newly introduced in areas where such 
industries are undeveloped and to cottage industries, on "the 
advice of a Statutory Board of Industries. Control -is 
exercised either by the appointment of Government Direc.. 
tors or by restrictions by rules. Under this Act only, seven 
applicants were granted 10anR of varying amounts. With 
regard to the operation of this Act the Industries Department 
in Madras observes that "while the results can-oot 
be said to have fulfilled expectations. the period during 
which the Act has been in force has been tllO short to "justify 
Ii definite expression of opinion as to whether the Act :is 
likely to realise its object of accelerating the industJ;jal 
developmtlnt of the Presidency."1 In the same year-.the 
Government of Bihar and Orissa passed an- Act -closely 
following the Madras Act, and the Punjab Government 
passed an Act with limited scope, known as the Punjllb 
Industrial Loans Act. 

In Bihar and Orissa the Act of 1923 contained a Dumber 
of provisions relating to the supply of machinery on-:the 
bire·purchase system. Under this Act a number of loans 
were made to aever.eJ concerns but the result!! do not appear 
encouraging. In tbe Punjab the Act haa been sparingly 
us«l and it is only in 1926·27 that six applicants received 
101lns of Re. 5,000 eacb. 

In the United Provinces, even before the introduction 
of the Reforms, finanoial aasistsoce waa given to a lIumber 
of concerns but the prospects there did not appear to· be 
hopeful. lD 19-21·22 the question of establishing: an 
industrial b8nk was examined by a Committee wbodecided 
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against the establishment of such a bank but recommended 
the appointment of a Board of Industrial Loan Commissioners. 
In 1922 a Board of this type was established whose 
functions are advisory and the responsibility for granting 
loans rests with the Government. The United Provinces 
Government not merely gi.ve loans bijt distribute money 
in t.he form of grants. Between 1921-27 a Bum of 
Rs. 1,29,000 was distributed in the form of grants to en­
couragl' the establishment of new factories. 

It is difficult to prophesy to what extent the new policy 
will be attended with success. But judged by the experi-

. enca of the past few years the future of this policy does not 
appear to be hopeful. There is, however, one extenuating 
circum~tance, viz., the policy of industrial development by 
the State commenced at a period which synchronised with 
a genera.l depression of industries, and when this factor is 
removed the new policy may have ~ore reliable data to 
'work on . 

. The question of the provision of technical and 
industrial education was discussed by the 

Teclmieal edocation. 
Industrial Commission in all its ~arings. 

There is no doubt that technical education has played an 
important part in Western Countries .in the provision of 
trained men for the varied needs of industries. But, it must 
be recogniaed that techuical education alone cannot create 
new industries. The success of technical education in any 
C'luntry must depend on a close co-operation between the 
existing industrialists and the educational institutions. In 
India O!le great obstacle to the growth of technical education 
has been the lack of co-operation between the employers ~f 
labour and educational institutions supplying - technically 
trained labour. As the Industrial Commission have pointed 
out, "Except in .Bombay, the introduction of.modern methods 
was mainly confined to European community and the oppor­
tunities for gaining experience were not easy for Indians to 
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come by." 1 Earlier attempts in this direction were conse­
quently conspicuous by their failure. Where there were 
prospects of suitable employment, technical education proved 
a success as in the ca~e of the Victoria Jubilee Technical 
Institute in Bombay. 

Tbe increasing interest shown by Indians in the current 
century in the development of industries has brought the 
question of technical education to the forefront. The Indus­
trial Commission recognised the need for an elaborate system 
of tec~mical training to meet the varied demands of the 
country. They recommended that the existing Engineering 
Colleges should make provision for the higher technical 
instruction of mechanical and electrical engineers and techno­
logical obemists. They also foreshadowed the need for two 
collt'ges of the hil(hest type-one to cover every branch of 
engineering designed 'to impart specialised training and the 
other to be devoted mainly to metallurgy and mineral deve­
-Iopment. They also recommended a number of measures for 
the improvement of industrial education. 

Since the adoption of the new policy a great impetus bas 
been given to' promote technical education. Two new 
Engineering colleges bave been established-one at Lahore 
and the other at Patoa. The former bas been established to 
provide training in Mechanical and Electrical Engineering in 
conjunction with praclical training in the workshops of the 
North-Western Rail way, and the latter trains mainly Civil 
Engineers. 

A Teehnologi('.a1 Institute was established at Cawnpore in 
1920. The original intention was &ba' tbe 

:iah .... hili.... Institute sbould be an institute of research 
in cbemical industries. But in 19'21, on 

the advice of an expert Committee, courses were opened in 
general chemical research in vegetable oils and leather. The 

• ~ all .... I ...... 1"'-" f'z ;"i,. po 101. 
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pupils trained by this Institute have been mOHtly absorbed 
by European firms, and the students bave in some cases 
been given posts formerly held by trained Europeans. The 
Indian School of Mines at Dbanbad w~sopened in 1926 to act 
as a training ground for Mining Engineers and Geologists: 
Specialised technological training of an advanced character is 
given in the Bengal Tanning Institute where the subjects 
taught include the principles of leatber manufacture and 
analytical chemistry as applied to tbe manufacture of leatber. 

The growtb of iron and steel industry has been followed 
by the establishment of a Tecbnical Institute at Jamshedpur 
by the Tata Iron and Steel Company in co-operation with tbe 
Government oC Bibar and Orissa. The institution provides 
a sound tbeoretical training in metallurgy combined witb a 
tborough practical training in tbe iron and steel works of 
tbe Company. 

The Indian Industrial Commission laid considerable 
stress upon scientific researcb for tbe ex­
ploitation of the natural resources of the 

country and for solving the cbemical and industrial problems 
arising out of tbe processes of manufacture. As a matter of 
fact, no State activity in the direction of development of in­
dustries commends to tbe public so mucb as the conduct of 
research, for the results of research may not immediately be 
of commercial value, and it may take years before a new dis­
covery can be commercially exploited. 

In the matter of industrial research, the attention of the 
Government was attracted to the possibility of exploitation 
of forest products. A Research Institute was establisbed at 
Debra Dun in 1906. by the Government of India. Witb 
regard to the activities of the Institute, the Government of 
India ohserved : ... Results of practical value are, of necessity, 
slow of attainment in dealing with forest crops; neverthelesa, 
a substantial foundation bas been laid and creditable results 
bave been obtained botb in tbe scientific and applied 
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branches." I In addition .to branches desIinlt witb syl& 
culture, chemistry, botany and entomology, it contains an 
economic branch specially devoted to research in industries 
dependent on forest produce. The work on timber testinlt, 
seasoning, wood preservation and paper pulp has a direct 
bearing on industries. The activity of the Institute resulted 
in the exploitation of bamboo as a paper making material. 
Experiments have also been carried out in the examination 
of the utility of numerous woods for various manufactured 
articles, witb the result that many Indian woods have now 
been given enhanced industrial value. 

Among the provincial institutes of re!learch reference has 
already been made to the Cawnpore Technological Institute 
and the Bengal Tanning Institute. In the former, a6 Mr. 
Clow says, "Investigations have been made in connection 
with the constituents of Indian turpentine, the possibility 
of obtaining soda from alkaline soils, the manufacture of 
strychnine and brucine, the utiliSlltion of local essential 
oils and the manufacture of portland cement." In the 
latter Institute a large number of practical tanning experi­
ments have resulted in the improvement of existing pro­
resses snd the introduction of new methods. In Bengal a 
number of investigations have bt'en made in connection 
witb the match industry, glue, 8ugar, lac and gla8B. All 
provinces did not. display the saDle zeal for research a8 in 
the case of the rniled Provinces Ind Bengal. But researcb 
work is a beginning and mucb- still remains to he done 
before the industrialists can be benefited by its resulte. 

In connection 1\-ith some industries special legislation 
bad to be passed with a view to securing funds for research. 
The Indigo Cess Act, 1918, provided I sum of Rs. 40,000 
annually whicb WIB Dlade available for technical research. 

• '> ......... e.4. · ................. JMD _l8lIL 
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-Though valuable results were secured, the fall iii the price 
of imported dyes has hampered the utilisation of these 
results and the industry is in a decadent condition. The 
Act was repealed in 1923. The Indian Cotton Ces8 Act of 
1923 provided for the imposition of a tax of 2 as. per bale 
on all cotton exported from India or consumed in Indian 
mills. The object of this Act was to providE' the Indian· 
Central Cotton Committee with funds for promoting agri­
cultural and technological research in the interests of the 
cotton industry. The activities of this Committee have 
resulted in the evolution and spread of two superior varieties 
of cotton. Though much of the work of the Committee is 
agricultural in character, a good deal is being done from an 
industrial point of view. In their spinning laboratory in 
Bombay accllrate spinning tests are carried on with different 
varieties of Indian cotton. 

A similar Act was passed in the case ofIndian lac in 1921. 
Though India possesses a practical monopoly in the produc­
tion of lac, the industry was subjected to violent :fluctuations 
during the War period. The industry is encrusted with 
local prejudice and handicapped by unscientific methods! 
As the industry was exposed to the danger of a synthetic 
substitute, Government recognised that researches should 
he carried on for improved methods of manufactllre. In 
accordance with this policy the proceeds of an export duty 
on lac are placed at the disposal of the Indian Lac Aasocia­
tion which has set up an experimental plantation at Ranchi 
and erected a Lac Research Institute there. 

. The patronage by the State of the manufactllres of a 

Pmeh ... 01 SIo .... 
country is one of the recognised methods 
for encouraging industries. In India the 

arts, crafts and ~ttage industries owed their vitality in no 

1 Introdu.tion 10 the Report aD l4e ODd SheIlae b1 If...... LiJuIu, 0' 
JIM_, 111'l1. 
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small measure to the patronage of th~ Court. We can ~n­
stance the cases of the Muslin and the Carpet industry which 
llourished largely due to the encouragement of the Court. 
But, with the advent of the British rule, tbere appeared 
a radical change in this policy. The East India Company 
began to procure its supplies for civil and military require­
ments by indents on the Home Office. . This policy came 
uuder review now and theu. Thus; during the Sepoy 
Mutiny, great difficultiei were experienced in procuring. 
military supplies on account of irregular freights and 
attempts were malle in subsequent years to procure supplies 
locally. But, with the gradual fading of the memory 
of the Mutiny and the regularity of shipping after the open­
ing of the Suez canal, all attempts with minor exceptions', to 
procure Bupplies locally, were given up. 

In the meantime, the expan.sion of public works and the 
construction of railways by the State in India necessitated a 
great increase in the demand for materials from Great Bri­
tain and the manufacturers of the latter country found the 
Government of India aD important and valuable customer. 

The Famine Commission of 1880, as we have noticed 
before, suggested the purchase of Indian manufactures in 
preference to imported srticles, with a view to giving en­
couragement to local industries. But this policy the 
Government of India were not able to put int4 effect. The 
Store~ Purchase Commit tee, h.sving surveyed the st4res pur­
chase Policy of the Governmell( of India from the yesr lE6S! 
onwards. drew twu prominent conclusions :-

(1) That the Government of India have not been 
generally suooessful in Ule efforts made by them, from time 
to time, kl procure relaxations of the St-ore8 Rules, in re­
spect of the encouragement of the loca.I industries lind of the 
local purchase of imported stores. 

(2) Tbat the failure has been contributed to l~geIy by 
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the influence of the Stores Department of, and the consulting 
Engineers to, the India Office. 

The Indian Industrial Commission observed: "It is true 
that the rules regarding the purchase of stores have been 
amended from time to time in the direction of local pur­
chase, and it was not so much the prescriptions themselves 
which were the subject of complaint, as the way in which 
they h:we been administered." 1 They, further, pointed out 

. that the Indian Munitions Board scrutinising the indents 
on the Stores Department of the India Office found 
numerous instances in which articles were ordered from 
England which could have been supplied by Indian manu­
facturers equally well in respect of price and quality, if the 
latter could have relied on an established Government 
practice of local purchase. They, consequently, recommended 
the adoption of a more liberal policy in regard to the pur 
chase by the public departments of such articles as are or 
can be manufactured in the country with a view to stimu­
lating industrial progress . 

. With regard to the organisation to be set up for the pur­
chase of stores, the recom~endation ·of the Industrial 
Commission was th~t a Stores Purchase Committee Bhould 
be appointed to enquire into the appropriate organisation 
and the rules to be followed to secure the desired end. 

The Stores Purchase Committee that was appointed in 
1919 declared that the Secretary of State should delegate to 
the Government of India full control over the details of the 
Stores Rules. Complete freedom should be granted to 
India in this matter; and it should be accepted as a policy.­
not only in theory but also in practice, that all stores re­
quired for the public service should be obtained in India 
whenever they are procurable in the local market of suitable 
quality and l"easonable pJ;ice, preference being given to 

. 1 ~ '" ,be IDdiaD lDd_ial CommiooioD. p. 148. 
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articles of Indian origin. For this end they recommend!'ld 
the creation of an Indian Stores Department for the purchase 
and inspection of stores in India. The absence of a central 
organisation in India passessed of a comprehensive know­
ledge of the existing re~urcea was a great handicap even 
when Government wanted to purchase goods of Indian 
origin. The result was that the officers were induced to 
adopt the line of least resistance and to obtain stores of 
extraneous origin when. with better facilities. they might 
obtain instead suitable goods of Indian manufacture. The 
Committee expressed the view that this reacted prejudiciaily 
on the development of Indian industries, and on the economy 
and convenit'nce of the public service. 

In the preamble to the rules drafted by the Committee 
to regulat.e the purchase of stores. is laid dowo the general 
policy. It states that the policy of the Government of India 
should be to make its purchases of stores for the public 
service in such a way as to encourage the industries of the 
counl.ry. so far 88 is oonsistent with economy and efficiency. 
While emphasising this general policy. the Committee 
Ildvoosted that Government should give Iodian industries 
practical encouragement by the adoption of the following 
measures :-

(i) guarantee of orders for a limited period. 
(ii) placing of orders at favourable rates for a limited 

period. 
(iii) favourable railway rates, 
(iD) revision of the fiscal policy of Government with a 

view to the protedion of local industries. 
(0) adoption of a conventional rate of exchange in deci­

ing oompari90D between prices quo\ed for indigenous and 
imported goods of the same class. 

The Committee further pointed -out lhat Local Govern­
ments should, in future, be free to deal with purchases or 
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stares of indigenous ori~in or local manufacture Cor their 
own requirements and they should not be bound to utilise 
the agency of the Central Government. 

Among the numerous rules drafted by the Commi ttee 
Rule. lor the pur· the first two deserve our attention: 

~haae of Stores: 

Rule 1. All articles which are produced in India in the 
form of raw material or are manufactured in India from 
materials produced in India, should, in preference to articles 
not manufactured in India, or wholly or partly manufactured 
in India from imported materials, be purchased locally, 
provided that the quality is sufficiently good for the purpose 
and the price not unfavourable. 

Rule 2. All articles wholly or partly manufactured in 
India should, in preference to articles not manufactured in 
India. be purchased in India, subject to the following 
conditions :-

-(a) That a substantial part of the process of manufacture 
of the articles purchased has been performed in India 
- (b) That the price is as low as that at which articles or 
similar quality can be obtained through .the Stores Depart­
ment. London. 

(e) That the materials employed are subjected to such 
inspection and tests as may be prescribed by the Government 
of India. 

In their despatch to Provincial Governments the 
Government of India wrote that they approved most of the 
recommendations of the Stores Purchase Committee for the 
encouragement of indigenous manufactures, with the excep­
tion of favourable rail way rates. With regard to the grant­
ing of favourable price for the local products the Govern­
ment of India pointed out that the Local Governments would 
be free to pay whatever price they thought proper, bu~ 
there were obvious dangers attending the use of this power. 
"The working of the Stores Department, whether Imperial 
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or Provincialt" they obser~ed, II should be governed strictly 
by business standards both as regards price and quality, 
and any departure from these standards may lead, not only 
to extravagance or possible corruption, but to the grant of 
support to a provincial m3nufacture to the detriment ofa 
similar industry in an adjoining province." 1 They further 
pointed out that, in their view, .. if it is desired to encourage 
an indi~enous industry by any form of purchase on favourable 
~erms, this should be by way of an openly declared bounty 
applicable to the whole country and the entire production of 
the industry wherever it exists, not by the payment of a 
bonus only on the articles consumed by the Government." 
Before the rules regarding the purchase of stores of India 
were finally adopted, the policy of the Government in re~pect 
of the purchase of railway materials was subjected to consi, 
derable criticism. In his evidence before the Acworth 
Committee the High Commissioner of India, in reply to a 
question relating to the preference of British goods, made 
the following statement: 

.. You have got the Iudian opinion demanding, from 
their point of view quite reasonable, that you should purchase 
absolutely in the cheapest market. I have had a good deal to 
do with British firms and companies. I have always taken 
up the position that it is not the business of Indian tax-payer 
to subsidise British industries or British labour, but that, 
within certain limits, . one might give a bit of a preference, 
especially to people who have formerly dealt with ns. The 
general principle I have laid down is thal if the lowes' 
British tender is within 10 per cent., 8MY, of the German or 
Belgian tender, I would accept the British tender. I also 
adopt the principle on occasion tbat if the lowest German 
tender, say, is oousiderably 100ver than the lowest British 
tender, I oommunicate oonfidentially ~e terms of th~ 
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qerman tender to the BrHisher, and ask' hi m if he will come 
down." 

This preference for British goods at the expense of the 
Indian tax-payer aroused a feeling of resentment in India 
which found its manifestation in the adoption of a resolution 
by the Legislative Assembly: .. That the High Commissioner 
for India in London should be instructed by the Government 
of India to buy ordinarily the stores required for India in 
the cheapest market consistently with quality and delivery, 
and every case, when this rule has not been followed, should 
be communicated to the Government of India with full 
reasons, for the information of the Legislative Assembly." 1 

The Government accepted this resolution and communicated 
to the High Commissioner that they had arrived at the con­
cillsi'ln that" all temporary expedients designed to meet an 
abnormal and transitory state of affairs should now be 
abandoned, and that the Stores Department in placing con­
tracts lor stores and materials required for Go"ernment Depart­
ments in India should revert to the ordinary business princi­
ples of accepting the lowest satisfactory tender.'" Shortly 
after this Despatch the Government of India accepted the, 
recommendation of the Acworth Committee to allot 
Rs. 150 crores of capital expeniliture for the rehabilitation 
of railways. This decision !>rought again the question of 
stores purchase to the forefront, and public feeling in 
India was that a considerable portion of this sum should 
be spent in India. Sir Vithaldas Thackersay moved a reso­
lution for the ap~intment of a Committee to report on the 
steps to be taken by the Government of India to encourage 
the establishment of necessary industries so that "as large 
an amount as po9sible of Rs. 150 crores to be set aside for 
railways be spent in India." But owing to a very Rerious 

I Tbi. reHla~D w. moved bJ Sir Vitb.ld .. Thach"., in 1YIl. 
• Deo""tdI to lho Higb eommiooioaer. dated &he !!5.b 1 ..... ,. 19Z! • . 
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depression in tbe iron and stelll industry throughout the 
world it was difficult for the Government to give substantial 
effect to this resolution. But, nevertheless, there manifested 
a desire on tbe part of th~ Government to purchase some of 
the rail way materials such as rails, fish plates and wagons 
from Indian manufacturers provided they were offered at 
competitive rates. 

With the creation of the Indian Stores Department a 
beginning has been made in the purchase of Stores in India 
as will be seen from the following figures: 

Pardl_ 
Yoar. (Lakh. of Bu_.1 

1922-28 165 

1923·24 167 

1924-25 259 

1925.26 267 

1926-27 899 

1927.28 873 

• 
But the purchase of indigenous products on Government 
nconunt is yet insignilkmt and Indian industrialists insist 
on a greater use of Indian prodncts for State requirements, if 
Indian industries are to be encouraged. It is to be observed 
tbat those in chllrge of administration &re yet to be convinced 
of the benefit they can confer upon Indian industries by tbis 
method. 

We have Burveyed the activities of the State in relation 
to industries. Though much can be done by Government, 
yet the general responsibility for industrial development must 
ultimately depend upon the people of the country, and their 
enterprise, initiative and business management. Government 
in many cases can remove obstacles but it is for the people 
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to take full advantage of the resources that exist in the 
country. The development of industries has hitherto been 
slow and inadequate, and it is upon the effective utilisation of 
the natural resources of the country with the aid of the 
mechanical inventions and methods of production of the 
West that the future prosperity of the country will depend. 
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