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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 demonstrated the unsoundness of the country’s
industria] system more forcefully than previouslty. The
gradual ruralisation of the country throughout the nine-
teenth century was viewed with alarm, buf attempts to
check it were characterised by hesitancy 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 current century that a distinct 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 addition, 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 vointry. The loss of wealth consequent on the
export 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 modern world is not
an easy one. The future development of industries in a
country must take stock of the progress already made
and the diffioulties encountered. "It 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
bereditary craffs and the modern machine industries has
everywhere been unequal. The scope for small-scale
industries unaided by modern mechanical contrivances is
limiied, and in the competitive world mass production has
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 to
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 industry 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 development of
industries. But that policy is still marked by hesitancy, 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 minera! resources has in
no small measure been responsible for the imperfect indus-
trial development in some of the provinces. The problem
of finding new sources 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 country, 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 publie requirements has been greatly modified in
the direction 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 industri-
alists for removing difficulties in the way of industrial
expansion and for planning a constructive programme of
future development.

The problem of railway rates in India presents a
complicated issue, It has hitherto been customary to look
a$ this problem from the point of the accountant rather than
that of the industrialist. With the increased control of
the Legislature over railwaysit 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 bave 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-
path Banerjea, M.A,, D.Se. (London), Minto Professor of
Economics, Calcutta University and to Professor S. C. Ray,
M.A., who have belped me all along by valuable suggestions
and criticisms wbich I have always appreciated.

R. M, CravpRURI



CHAPTER I
INDIAN INDUSTRIES AND THEIR DECLINE

From time immemorial agriculture has been the primary
industry of India. Endowed by nature
with many favourable circumstances—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 caftle, the most important asset of an agricul-
tural population. But, though agriculture was the predomi-
nant and traditional industry of the country, the arts and
industries were not neglected or relegated altogether to the
background. As a matter of fact, 8 bountiful nature exact-
ing too little of the energy of the people for eking out their
subsistence left thom ample leisure for the pursuit of arts
and industries. If the history of civilisation consists greatly
in the history of the useful arts, the history of Indian civili-
sation dates long before the dawn of the Christian era.®
The arts and industries developed mostly in cities or
towns—the seats of the ruling chiefs or
Village commonities. . v¢ life or centres of pilgrimage, but the
true economio life of the people lay in the village where the
agriculturists lived. Early villages in India were organised
on communal lines with economic and political self-
sufficiency. In village communities agriculture was the

Industrial past.

I At's lime when the West of Kurope, the birthplaos of the modern aysiem,
waa inhabited by wonivilised tribes, India was femoos for the weaith of ber ralers and

for tbe high artistio skill of ber orafiamen,
—Baport of the Indisz Indusirial Cotnmission, p. 1.

»
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primary industry and other industries ministered to the needs
of the agriculturists. Each village had its smith apd car-
penter who manufactured and repaired the implements of
agriculiure and built the dwellings of the farmers, its weavers
to supply clothing, its oil-presser oil, ifs potter earthen
utensils, its tanner fo 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 oufside 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
bmfz"“m‘" soliderity  eoptact with western civilisation. The

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 means of transportation and communication has
broken up the old isolation, has linked the country to the
wider markets of the world. Tbe 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 modern economy.

Ii is the object of these pages to describe the changes
which 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 seventeenth and
: eighteenth centuries extended their com-
hli'r"'j:?m‘_“?“’“— mercial connections with India, the indus-

trial development of the couniry was at
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any rate not inferior fo that of the more advanced.European:
nations. In their letter to Robert Dundas, the Court of
Directors of the East India Company pointed out, ‘‘ The
articles of first necessity their own country furnishes more
abundantly and more cheaply than it is possible for Europs.
to supply them. Except woollens, in a very limited degree
for mantles in the cold 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 staple commodities
find a vent among the Indians. The chief commodities
suited to the European markef, which India bas hitbherio
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 lask
have formed from fime immemorial the grand staple of
India.”’! This statement indicates the course of irade
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 hand, India had some manufactures which
she could export to European markets, Referring fo the
extension of British manufactures into the Indian markes
it was observed in she samse letter: ** The records of the
Company, for two centuries, are filled with accounts of their
endeavours to extend the sale of British products in India
and of the little suecess which has attended them.’’
In the trade between Europe and India the former had to
bring precious metals for the purchase
hﬂw chiel  of Indian commodities. During the
six years from 1502-3 to 1807-08 the
total amount of bullion imported into India was
£12,831,099 by the East India Company and private

1 Letser of the Couwt of Direcbors te the Right Han'ble Rohert Dundas, 13:h
January, 1800 (Pupers aslating to the Eaat India Compeny’s Chartes, p &
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merchants.! The French, 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 eighicenth
century carried silver for the purchase of Indian goods.

'Of the manufacturing industries existent in India in

The biritplece af the beginning of the nineteenth century,
Cotton Industry. the most important were the cotton
textiles and silk. Baines remarked, ‘‘ The
birthplace 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 Musling 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
sorne 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 underiook 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 159,500 people were employedin spinning
and the whole outturn was valued at Rs. 12,50,000.

Papers relating to the East Indis Company’s Charler, March 1813, p. 20.
Baines, Histary of Cotton Manafacture, p. 3.

Itid, p. 24,

Orme, Historical Fragments of the Mogal Empire, p. 413

Montgomsry Martin, History of Esstern India, Val. I, p. 358,

- e W



INDIAN INDUSTRIES AND THEIR DECLINE 5

The value of cloth produced was Rs. 16,34,000. There
were similar calculations in regard fo other districts which
he visited. = About the District of Dipajpore (Maldah was
a part of it) he wrote: "/ The preparation of 00%07
thread is & principal manufacture and occupies the leisure
hours of all the women of higher ranks and of the greater.
part of the farmers’ wives. Even the women of the
Brabmins 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.” ! /

Not only was this industry widespread but there was

Specialisation in specialisation for the production of differ-.
production. 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 the
district of which Surat was the port.?

By far the most important of Bengal cotton manufactures
from an artistic point of view, were the
Muslins of Dacca. The value of the
Dacca 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 small

Dacca Muslins.

' Monlgomery Martin, History of Bastemn Indis, Vol. T1, p. 859,
¥ Baines, History of Cotton Manufactare, p. 16,
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&perture-of an ordinery-sized ring.! The ingenuity of the
weavers of Bengal and their delicate manipulafive skill elicited
the admiration of Mr. Baines who remarked : * It carmot
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.”’? In
the same strain wrote Dr. Forbes Watson : “With all our
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—the product of arrangements
which appear rude and primitive, but which are in reality
admirably adapted for their purpose.’’

" Cotton manufactures formed an important part of tihe
' investment of the OCompany. During
twenty-five years previous to 1797, the
Company’s exports of Bengal piecegoods
were 16,129,635 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 £1} million.*

It will thus, appear from the above figures that the
couniry 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,
“ Tt is not very easy even to imagine to what extent the
export trade of the rich and fertile country might be

Bxports of cotton

meanufactores.

"L . N. Mukherji, Arts sod Manafactares of Indis, p. 195. -
3 Basioes, History of Cotton Manufacture, p. 74.
3 Quoted by T. N. Mukherjee in his Arts and Manufsctures of Indis, p. 107,
¢ Appendix No. 47, Supplement to the Fourth Report of the Afairs of the East

Indis Company, 1606-1C.
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ultimately brought, should the cultivation of cotton for:the’
China trade, the manufaotures of Bengal and -export trdde
to Hurope, be encouraged in Behar and 'Benares' dxstncts

and the higher parts of Bengal.”” ! -

The next important industry was silk. It was’ not 80
widespread as the cotton industry for it
was more or less an article of luxury.
There seems to bs no doubt that the industry took root in
the country longago. Bernier, the celebrated traveller of
the 17th century, spoke in most glowing termss of the- silk
as of other industries of Bengal. “‘ Besides the sugar I
bave spoken of and which may be placed in the list of
valuable commodities, there is in Bengal such a quantity
of cotton and silk, that the kingdom may be called thé-
common s&torehouse for thoss two commodities of mer-
chandise not of Hindoosthan or the Empire of the Great
Mogul only but of all the neighbouring hugdoms and even
of Europe.’’

Before the beginning of the 16th century the silks,
brocades, and dyed cotton cloths of Abmedabad, generally
bearing the name of Cambay, 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
weaving., Sericullure was confined to
Benga! only but silk weaving was found in all the provinces.
In the United Provinces of Agra and Oudh, Benares and
Asamgarh are the two imporfant silk weaving centres.
The silk industry of Benares owed its origin and develop-
ment to its being a centre of pilgrimage. The resort of so
rany pilgrims, some of them princes and wealthy nobles

Bilk industry.

" Ita localisakion.

1 Brows, Report on the External Commerce of Bangal for 1700,
3 Birdwood, Indwatrial Arta of India, p. 278,
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from all 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 one 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. 9,60,0C0.?
In respect to silk manufactures, Ahmedabad bas long held a
prominent place as & manufacturing city in Tndia. Its
kincobs and brocades though not so quite rich as those of
Benares, were much soughf 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

pars e ¥ factories at Cossimbazar in Bengal and
manufactures. 8§

goods were manufactured in these fac-

tones from the country reeled or putneysilk. In the time of

the East India Company choppas, 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

1 A Monograph on Bilk Fabrica produced in the Norih-Western Provinces snd
Oudh, p. 103,

T Martin, History of Eastern Indis, Vol, I, p. 971.

% QGueogbegan, Same Account of Bilk in Indis, p. 45.
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were heavy and would find a ready market.! DBut the East
India Company were more interested in raw silk. 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 409,0001bs. From the
following table it will be evident how the export of raw
gilk from India increased in subsequent periods.

1801 ... 858,8251bs, 1840 ... 1,108,465 lba.

1811 ... 414,404 ,, 1851 ... 1,511,508 ,,
(Average of 4 years).

1822 ... 874,228 ,, 1861 ... 1,485,276 lbs.

1830 ... 1,786,281,, 1870 ... 1,558,246 ,,

During the first quarter of the nineteenth century, Bengal
silk became very popular in the English
q colarity o Bangl o rket. From the point of view of quality
it could easily bear comparison with any
other silk. Mr. Durant s silk broker in his evidence before
the Lords Committee of 1830 remarked that the best
qualities of Bengal silk were sold in England at a price
nearly as high as the best qualities of Italian silk.* The
same fact was corroborated by Simons in his evidence before
the Commons Committee of 1832 when bhe said, ‘¢ Italian
silk is good, French silk 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
m’:{,‘;"" wd alico- 1) jndustry. From time immemorial,
India bas practised the art of dyeing. On

1 Kismen Mohban Mullick, Beport oz the External Commerce of Baagal,

¥ Report of the Seleck Committee oo Indian Afairs, 1533, Vol IV,
90,
p
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the ‘practical side of the art of dyeing there is evidence to
show that several colours originated in India during the
Mobamimedan hisforic period. The art as a whole seems
to have been cultivated with greater emergy 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.’

Jaypur in Rajputana has long enjoyed a special reputation

as the seat of an advanced dyeing industry.

pntaper—en impo%-  The manufacture of fine woollen fabrics
in Kashmere and the Punjab gave rise

to the study and general development of the tinctorial art
in the extreme west of 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 fo son.? At Shahada in Khandesh
which is a centre of the dyeing industry there were at one
time 350 dyers. Af{ Hubli in the Dharwar district it was
reported that Rangirs used to dye rough cloth for jajams
(light carpets) and razias (bed quilts).’ In Madras the
weavers of Madura used vegetable dyes of local manufac-
ture.* In Bengal in the district of Dinajpore Dr. Buchanan
found that the cofton and silk threads were dyed before
they were woven, with safflower and rose bud called Kusum .

and Golabi. Silk was also dyed of a fixed red colour called
Monjista.*

1 8. M. Hadi, A Monograph on Dyes and Dyeing in the Narth-Western
Provinoes and Onodh,

? Fawcelt, A Monograph oo Dyes and Dyeing in the Bombsy Presidency,
p- 1L ’

3 Ibid,p. V.

% Holder, Monograph on Dyes snd Dyeing in Madraa,

§ Mastin, Bistary of Eastern Indis, Vo, 1T, p. 971
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The industry of ealico-printing generally known by the
- name of kapre ki chippai had been in exis-.
gif.'gl.fﬁf'ﬁ',ﬁn".‘,‘,i. o tence thronghout Northern and Western
India. Printed calicoes [formed an im-
portant item in East India Company'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. 1n all probability the art originated in the
sncient city of Kanauj whence it spread fo neighbouring
provinces. The beautiful curtains and table ecloths manu-
factured at Jehangirabad met with public 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 their relatives. India was well supplied
with all the varieties of dye stuffs such as indigo, saffower,
turmeric, al, manjith, myrobalan, lac and ocochineal from
which different kinds of dyes were manufactured. These
materials yielded different varieties of dyes that were
superior to the mineral dyes in respect 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 with the more
subdued colouring of the woven cloths made by native
weavers with country dyed yarn.!

Woollen industry was not so extensive as the cotton or
silk industry. The tropical climate of the
country did not favour the use of woollen
garments. It was in the Punjab and Kashmere that
this industry was localised where the intense cold of the
locality caused a large demand for woollen clothing. Inthe
Punjab, the shawl industry developed at Amritsar, Ludhiana,
Lahore, and Jalalpore. The industry owed its initiation to the

Woollen industzy.

! Holder, Dyes and Dysing in Madras Presidency, p. 7.
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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
piopalarity of Kesh-  gmong the ladies to wear Indian shawls

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 shesp wool.?

Saltpetre was an industry in which the East India
Company interested ifself 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 fo 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 :—

Baltpetre.

1801 82,757 owis.
1811 ‘104,454 ,,
1822 133,168 ,,
1830 143,902 ,,
1840 183,608 ,,

In the 17th century an irregular trade with England
in refined sugar and candy was maintained

Bugar industry, by the factors at Surat. The quantity of

1 T, N. Mckherji, Arts and Mapofactures of Indis, p. 215,

3 Monograph ou the Woollen Manufactares of the Panjab, p. 1.

3 Regulstion V, of Bombay, 1816 prevented the export of salipetrs on auy but
the British ehips.
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Bengal sugar exported by the Dutch to Batavia amounted
to 500,000 lbs. about the middle of the 17th century.?
Conditions in the world's sugar trade have changed
greatly in modern times. In the beginning of the 19th
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 & valuable resource for this
country in time of emergency but it cannot be denied that
besides the general disadvantage of high freight, this bulky
commodity may be exposed on the return of peace with
Russia, to great discouragements.’’* But the extension of
trade in sugar was interrupted by another consideration,
_ viz., the interests of the West Indian
podtereats of solocisl  olonies. Thus, we find in another letter
the following : “‘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,
‘*is our Jamiaca; it is the great sugar district of India.
In 1789 when the Commercial Resident was sent to Benares
be reported that only 3,000 maunds were then grown in the
Ghazeepore district, but in 1833, 261,133 maunds paid duty
on exportation.*

1 Moreland, From Akbar o Aurengzeb, pp. 135-30,

' TLatter from the Court of Directors to the Governor-Geasral in Council, i0th
June 1810, .

3 Latter of the East Indis Compeny w the Hon'bls Kobert Dundas, dated the 15th
January, 1800, )

¢ Rvidencs of Sir 0. Trevelyan before the Lords Cornmiltes on » petition of the
Bast Indis Merchants, 1840.
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The differentizl 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 next three years the export from
India increased but thereafter it began to decline.. There
was a deeper reason than the levy of a duty which broughf
about the decline of the industry as will be seen later.

The export of sugar from India may be seen from the
following figures * :—

180% - 64,347 cwts.
1811 " 20,405 .,
1822 296,475 ,,
1830 "o e TT9,007
1840 - 498,730 ,,

In addition to the staple industries mentioned above
there was in' the country an extensive
variety of artistic industries. 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
eliciled the admiration of foreigners when the works of art
were sent to foreign exhibitions.

Among the Indian arfistic indusiries 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
carpet was largely patronised by the aristocracy of the
country. Agra, Amritsar and Mirzapore are the chief
centres of the industry.

Artistic indastries.

Macgregor, Report of British Trade with Indis, pp. 183-84.
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Embroidery was an important artistic industry of the
country. It is either worked in loom or wrought by needle-
work. On cotton fabrics the patterns are made of cotton,
silk, gold or silver wire twisted with silk thread called
Kalabatun. Dacca and Lincknow are the important centres
of embroidery work. The Jamdani Muslins of Dacca were
in general use in the nineteenth century. The Kashida was
8 favourite c¢loth among the Arabs, the Persians and the
Turks.! In Benares silk fabrics are embroidered with gold
or silver thread. Some of the best gold embroidery is done
on s velvet ground or on English broad cloth. Elephant
jhuls, horse-trappings, palki-covers, caps and slippers
were embroidered with gold or silver thread. Ivory
oarving was another artistic industry. Carved objects in
ivory were worked in some places—the most important
being those made at Murshidabad and in Travancore. The
Murshidabad manufactures were perhaps the best in India
‘* fully displaying in them, the finish, minuteness and
ingenuity characteristio of the Indian art.”’ Pictorial ivory
cards, toys, figures, images of gods, combs, fans and bangles
were manufactured from ivory.

The mosaic work of the Tajmahal is employed in the
decoration of plates, eups, boxes and other small objects.
The art consists in inlaying on white marble ground
coloured stones. The marble work of Agra is so much
esteemed by the tourists that the ritalily of the industry
depends largely on their demand.

Sandalwood carving was an important artistic mdustry
of the Presidencies of Bombay and Madras. Beaatiful figures
were carved on wood for display on windows or door-leaves.

The chief product of Bombay was its ships. Ship-building

~ in Bombay dates from 1735 when Lavji
Qe FodRE B Nasarvanje, the Parsi foreman of the

Company’s ship-building yard ai Surat
! T, N. Mookaries, Arts xnd Mapufactares of Endis, p. 240,
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was induced to come to Bombay.! There were six firms
of builders who had an absolute monopoly of the docks. *
In the first decade of the 19th century many merchant
ships of from 6C0 to 1,300 tons were built for the country
trade and for the service of the Fast India Company. In
_  beauty of construction, workmanship and
onatne o of shipe  durability they were not inferior to any
Calentis. 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 gums, 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, five 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. In 1801, 19 ships
of 10,079 tons in the aggregate and in 1813, 21
ships of 10,376 tons were built in ,Calcufta. Between
1781 and 1821 the number of ships built in Calcnita
was two hundred and thirty-five. The construction of
ships was nof confined to Calcutta alone. At Fort Gloster
between 1811 and 1828 twenty-seven vessels measuring
9,332 tons were buill and as early as 1808 a vessel of 1,450
tons, the Countess of Sutherland was built at Titagor near
- Barrackpore. * So great had been the improvement since

! Low, Indisn Navy, I, 178 (quoted in Bombay Gasettear, Vol. XIIT, p. 517).
* Hamilton. Hindusthan, Vol. I, pp. 155-56.

2 Hamilton , Hindusthan, p. 156.

4 Bombay Gezetteer, Vol. XIIT, pp. 617-18.



INDIAN INDUSTRIES AND THEIR DECLINE 17

that period that Bengal ships huilt of - teak and saul were
preferred to any other for durability and wear,"’ !

In addition to the activities of the Company in ship-build-
ing there were many ships built in India meainly 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 Gorakhpur Dr. Francis Buchanan
wrote, ‘“ Many are employed by timber merchants in squar-
ing logs and a good many are employed in building boats.
Boats of 1,000 maunds burden were constructed costing
Re. 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 bave 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 century. ' But there seems to be no doubt that
these diverse industries gave employment to a larger
proportion of the population than it is at the present time.

The most important feature of the organisation of Indian

o industries was that they were carried on in
indoriimisstion o 4+ha cottages of the workers. The master
manufacturer was the central figure in

each concern. He was assisted by the imembers of his
family and occasionally by hired labourers on wages. There
waa little division of labour as the master manufacturer had
to play the rble of a worker, a capitalist and a dealer.
Thus, the country had the same industrial organisation as
was prevalent in England just before the Industrial Revolution.
There were certain industries such as cotton and silk in

1 ijmdbquuthﬂmnbkloho_onw.g.m
3 )
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which there was a partial division of functions. This
corresponded fo & certain extent to the domestic system of
England under which materials wers advanced by the
dealers and finished goods were purchased by them, the
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 which case the weavers
bought their yarn mostly on credit from the dealers and sold
the. product in the weekly market. In the artistic industries,
production was carried on according to the orders of customers
mainly with advances from them. o
" Industry was often combined with agriculture but fo
what extent it is difficult to say. In rural industries agri-
culture was partially combined with industries, e.g. the
spinning industry was an occupation of the farmers and
their wives as has been noticed previously.
The urban industries were more compact snd closely
: organised than rural industries. Here the
genisation. of institution of caste served the same fune-
tion as the guilds ‘in mediaeval Eunrope.
Thus in the district of Bhagalpur Dr. Buchanan found that
in towns, every trade had & chief ealled by various names
puch as Chaudhuri, Mistri, Dangriya, etc., who received
peity fees from his associates, -represented all grievances
to the officers of the Government, regulated the prices of
- labour and commodities, settled petty disputes and supplied
any large demands such as when persons of rank or bodies
of troops passed.” In the silk-weaving industry of Lahore
there existed a similar organisation half a century back.
.The industry within the city regulated its dealings with the
customers in respect of wages and quality'of products manu-

1 Martin, History of Easterni Tudis, Vol. I, p. 393
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factured. But this kind of organisation is fast disappearing
end is giving place to a competitive system.
The East India Company were interested in’ various in-
, _ dustries but the most important were, as
Compangrem of e o noticed before, cotton, silk, ealtpetre,
indigo, and sugar. They established
factories in important industrial cenfres for securing
merchandise for their investment. These factories were not
factories in the modern sense of the term but merely pur:
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 markets for India’s commodities, but
this extension was attained by a policy of systematic exploit-
ation amounting in many cases to gross oppression. As
regards the extension of industrial activity we have the evi-
denoe 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 éne 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,*** It 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
Poliw u'.': wmpalsion  provided under a most rigorous and oppres-

epm' % give system of coercion ; the weavers were

1 Bxtrack from Mr, Brown's Report on the Commeros of British India in 190203,
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compelled to enter into engagements and to work for the
Company contrary to their own interests.’ Regarding the
proceedings of the Company in Western India we have
the evidence of Mr. Rlcka.rds that the Surat investment was
provided under the most rigorous and oppressive system of
coercion,”” that the wea.vers 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 stendard
or superior goods ; that compulsion - and punishment were
carried to such a height as to induce several weavers to qmt
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 fo work either for himself or for a
third party until he had completed his engagements. These
regulations further authorised the commercial agent fo 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 letier of 19th July 1804 fo
the Madras Government, a similar course 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 winding
practised in the filatures of Italy and other paris of the

1 Evidences of Bickards and Gordon before the Belsct Commities, 1832, Vol. IV,

p.‘ﬂo
5 Ang. 3846—Fvidenoe before the Belecd Commitiee on Eset Indian Affairs, 1423.
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Continent with the help of Italian and French reelers. - -The
silk industry 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
turn made advances to the growersand producers of silk.
When they received advances from the Company they were
prohibited from selling their produce to any other party
evén when the advance was small. It was an established
practice of the Company's agents always to. keep the
silk-growers under. advance,! It was almost impossible
for the cocoon-rearers fo free them from their perpetual
engagements with the Company. It was pointed out by Mr.
Bracken in his evidence before the Committee of 1833 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 settled 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 to fix
the prioces of codoons arbitrarily. * It will be your duty,”
they said, *‘ to explain these matters fully to the peons and
rearers of cocoons employed under your factory, so as to
prepare their minds to submit, without murmurring fo 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.”*

The same arbitrary procedure was followed in the provi-
aion of saltpetre. In the salipetre industry of the district of

1 Bvidence of Sannders, Report of the Select Commities, 1533, Vol. IV, p 478,
S Latier of the Board of Treds, STth Apri), 1697,
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Gorakhpur, it was found by Dr Buchanan that the Com-
pany’s authority and monopoly enabled the Resident to
purchase cheaper than an individual could.

The Company had five salt factories in Bengal. Salt
was a monopoly of the Comany for revenue
purposes. There were 7,556 persons or
families i in the agency of Hidgelee and 5,832 in the agency
of Tumlook who were coerced to manufacture salt at rates
considerably less than were paid to persons making salt by
contract or hire.?

It will, thus, be manifest from the evidence cited, that the
monopohstlc advantage of the Company backed by polifical
power was applied against a people too ignorant and innocent
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 & boundless scene of
confusion and fraud and ultimately the ruin of the manufac-
turers themselves.’*® The truth was, however, the opposite.
It was the monopolistic system that was responsible for
fraud. Tf the manufacturers bad got remunerative price for
their products, they would bave voluntarily done their work
and no compulsion would have been necessary at all.

The nineteenth century from the standpoint of economic
development is & record of the gradual
decline of indigenous industries, It was
noticed before that the eotton manufacture was the great
staple industry of the country and it was thic industry that was
first affected. Cotton industry was established at Manchester

‘Salt monopely,

Decling of industcy.

1 Martin, History of Eastern Indis, Vol. II, p. 563.

3 Appendix to the Becond Report of the Balect Committee of 1810 on the aflairs
of the East Indis Company; p. 195.

¥ Letter from the Right Hon'ble Henry Dundass fo the Eagt Indis Compeny, 2nd
April 1800 {Appendix No. 47, papers conosming the trade betweea Indis and Europe).
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the beginning of the eighteenth century but ** Manchester
cottons ** were then's mixed fabrie 'in which linen yarns
wore used for the warps of coiton goods.! 'The machines
used in the cotton manufacture in England up to the year
1760 were nearly as simple as those of India.! But it was
the Industrial Revolution that placed England in an advan-
tageous position. The mechanical 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 scale capable of exporting' its produots to
foreign countries.
The following table illustrates the course of trade in
Deoline of exporteof COVIOD goods between England and Indm
‘ociton  tsau mp‘;u“.: during 1801-1840

lnd increase of im,

Exports of cobton goods from  Imports of cotlon goods frbm:
India. England, _
Pieces. Value, Cotton manufac- Cotton yam.s
tuml
‘ 8 Y |
1801 1,654,287 £1,630,467 16,191 oo
1811 855,875 £700,718 107,806 vs
1822 806,497 £809,202 1,118,286 4 805 ¢
1880 196,470 1,788,117 324,985
1840 849,961 - 8,025,656 847,530

Tt will be manifest from the above figures that the export
of Indian coiton goods to Great Britain reached its vanish-
ing point by the year 1830, whereas the importation of

! Baioes, History of Gottod Manafecture, p. 108,

1 Ieid, p. 128

* Colton yarn was firsk imported mom-mlut.-u&-qumw
was § lba, valued st AT : vide MaoGreger, Mdmmmmum

¢ Figure for 1581 - .



24 .. EVOLUTION' OF- INDIAN INDUSTRIES

‘British piece goods and yarn advariced with galloping strides.

The_ market for Indian ‘manufactures was affected by the
-French Revolutionary War "also. During 1804-05 large
stocks of Indian goods accumulated in the London miarket,
the re-exporf trade having almost ceased owing to war condi-
tions. There was hardly any prospect of the revival of
the re-export trade as the continental countries were also
developing totton manufacture at this time. Thus, we find
Mr. Larkin remarking, ‘“ we should not be too sanguine that
the demand for the piece goods of India can ever be 8o great
‘as formerly, since numerous and extensive cloth factories
have been recently established in the interior of France ;
and there as well as in England, the weavers have succeeded
in imitating with so much exactness the fabrics of Bengal
(particularly our coarse and middling assortments of
Muslins) that there is every reason to believe, our frade
in Muslins of this description whether for the home or
foreign markets must inevitably dwindle to nothing.” !

* There was, further, the consideration that the tariff policy
of Great Britain was also in some measure
responsible for the restriction of the sale
of Indian piecegoods in Great Britain. It must, however,
be admitted that the export trade was tnﬂmg 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
ascribed this decrease to the prevailing national system of
duties and drawbacks.! The same opinion was expressed
_by the Court of Directors that as far as the use of the cotton
fabrics was superseded in these kingdoms, by the cotton
‘manufactures of this country aided by high protective duties

British Tariff policy.

! Larkin, Beport on the Extemsl OommmdBnmhInduuamedonby
Individuals in the year 1804-05,

*#, Extrack from Mr. Brown’s Beport mﬁempmmnmtmdcm
b’sﬂinm'm‘
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there appeared to be little prospect of recovery.!: It should
be observed that the rates of duty charged on Indian piece-
goods were enormously high as the following figures will
show :— '

‘Eost Indie white cslicoss  East India Musling and Nankins

Per cent. ad. val. Por oent, ad, val.
1808 . 59 80
1804 65 84
1805 08 85
1809 7L 87
1813 85 44
1814 67
1825 10 87

There seoms 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. If may, how-
ever, be argued that the re-export market was open and there
was a drawback on re-export. But the merchants bhad to
lock up such a large amount of capital when they brought the
goods with the duty paid that this branch of trade was not
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-
sdvantage in its competition with the machine-made
products of Great Britain.®

1 Latter from the Oourt of Directors 4 the Governor-Genersl in Coancil, 90th
June, 1810
! hd.
3 For faller detsils sos the chapter on Fisoal Poliay in the Ninstesath Centary.
4
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The decline of the cotfon manufacturing industry has
Bafferings of hand been continudus throaghouf the nineteenth
loom weavers, . century. The growing importation of
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 fo numerous classes in India as is
hardly to be paralleled in the bistory of commerce.”’! Buf
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-
Iy the effects 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 distriet of Hooghly it was reported that the weaving
castes had gradually decreased to one-third of their number
compared with their numbers about 20 years ago. In the
district of Rajshaki 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

1 Minuts of the Governor-Genersl, dated the 80th May, 15829,
2 N. N. Bannerjee, A Monograph on the Cotton Fabrice of Bengal, 1.89& p- &
Ivid. p. O,
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the importation of machine-made fabrics. About the cotton-
weaving industry of Oudh Dr. Birdwood said that in Oudh
before its annexation & large number of lower classes were
employed in weaving cotton and their looms paid a fized
annual duty to the King but the industry received 2 deadly
blow directly it was exposed to the unrestricted competition
of Manchestar.! The cloth indusiry of Ludhiana 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." Broach under the East India Com-
pany was a great cenire 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
give an idea of the progressive decline of the staple industry
of the country and we may deplore it. But this decay would
bave been inevitable under the circumstances. In the
competition 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 so

Decline of export of ERTIY 88 in the cotton i ustry. It bas
silk. been pointed out that up to the third

quarter of the last century the export of raw silk gradually
increased and it reached its maximum in 1875. But this
corresponded with the period when the European silk indus-
try was affected by the deadly disease of Pebrine which
reduced the outturn of silk in France and Italy. It was
towards the latter part of tl;"e nineteenth century that the—"

! Thurstos, A Monograph on tmcoum Fabriec Industry of the Madras Presi-
dency, 160%.

% Birdwood, Industrinl Arts of Indld’ p- WY,

3 Latifh, Industrist Punjab. .

¢ Birdwood, Industrist Arts of India, p. 353,
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decline became persistent as will appear from the following
figures of export :—

1876-80 (average) 1,{l)b784.,1837
1881.85 . 480,992
1886-90 486,516
1891.95 601,171
1896-1900 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 zll parts
of the world specially from Japan. Thisled 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. ® To add to this, the high rent of mulberry
lands compelled the cultivators to take: o the production of
other crops. * The Indian industry was also affected by
Pebrine which broke outf in an epidemic form after 1875.
There were further no improvements in the technical process
of the industry, though the large producing countriessuch
as Japan, Ifaly and France perfected the reeling process.
The development of the artificial silk industry has also been
responsible insome measure for the decline of the natural
product.

1 N. G. Mukherji, Monograph on Silk Fabrics.

1 Maxwell Lefroy, Report on an Enquiry into the 8ilk Industry of Todis, p. 9

3 In I871-72 the price of raw silk was Rs. 23-10-7 per seer and in 1900-01 it waa
Rs. 14-3-6.

4 Rente of mulberry lands varied from Rs. 12 to Re. 16 per bigha whereas rice
l1ands had to pay Be. 1 oz Re. 1-8 (see Maxwell Lelroy’s Repart, p. 9).
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The silk-weaving industry has also largely declined, but
this is attributed to a change in fashion.
In the Punjab it was reported in 1886-87
that silk fabrics were much less worn by ihe 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 the 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 reason.! The author of the Bombay monograph on
silk similarly records with regret the decline of this industry.
‘44 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 imports of silk manufactures during the
Tnoresved import of last thirty years of the 19th century
foreigu silk manufac-  testify in unmistakable terms to the state
furse. of silk weaving industry in the country.

Chsnge of Paghion.

Piece goods (Yda.)
1870-71 . 4,058,411 )
16880-81 11,628,103
1890-91 10,033,619
1900-01 17,416,818

1 A Monograph oo ke Silk Tndusiry of the Punjab, 1886-87, p. L.

t Ivid, p. &

$ N. G. Mukherji, A Monograph on the Silk Fabrics of Bengal, p. 66-
{ Bombay Monograph an Sitk, p. 48,
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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 the IDanifest towards the end of the last
Adgeing indastry. century. *‘ The pative 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 saflower. 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.? In the provinces of Bombay and Madras
where the manufacture of indigenous dyes was at one tims
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 coal-tar industry have
captured the world’s market.

The woollen industry was affecied not so much by
foreign competifion as by a change in

indf::,‘,"_ ofthemedllen 4 shion. It is the manufacture of country-
. made medinm stuffs that have suffered
from foreign competition. But the shawl indusiry 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

1 Hadi, A Monograph on Dyes and Dyeing in the North- Western Provinces and

Oudh, p. 8.
3 Bee Monography, Dyes and Dyeing in Bombsy and Madres,
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in the export of shawls and other pashamina goods are said
to be (1) the loss of Paris market which was formerly the
chief customer, (2) chaige of fashion in Europe, (3) adultera-
tion in manufacture, (4) success in the production of Rampuri
Chadar in England, (5) want of ingenuity in the produc-
tion of new and arfistic designs.!

Indian artistic industries have greatly declined owing to
diminished demand consequent on a
change of taste and fashion. The manu-
faoture of carpets, however, has been stimulated owing to
increased European demand but the quality of the product
has suffered great deterioration. As Mr. Chatterjee ob-
serves ;: * 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 Dacea and Lucknow has greatly declined owing to a
change in demand.

The above survey reveals the fact that the decay of in-
digenous industries is not to be attributed to one cause only
but to various causes. Foreign competition has been an
important factor no doubt but change of fashion coupled
with the failure of the artisans to adapt themselves to
changed oonditions and taste and to introduce new designs
of better workmanship has also played its due share. In

Artistio induoatries.

! A Monograph om the Woollea Manufackares of the Ponjsb, p. 10
1 A. 0. Chatterjes, Notes oo the Industries of tha U. P, p. 83
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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.

tioa of the. wiisans..  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 bas been persistent as will be evident from the follow-

ing figures :—

Proportion of peopls

engaged in agriculture.
1880 506
1891 6106
1901 66
1911 722
1921 7268

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.!
A comparison of the census returns of 1872 and 1894 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 absorbed in agriculture.

1 N. N, Banerjes, A Monograph on the Cotton Fabrics of Beagal, p. 8.
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In Bibar in the district of Muzaffarpur fhe total number
of weavers was reported to be 69,020 in 1891. About 2594
did ply on their business as weavers, but the rest betook
them selves to agriculture and other pursuits owing to very
small profits obtained from the manufacture of cotton.?
Even those who still clung to their hereditary occupation
found their life miserable owing to the poor rate of remunera-
tion paid to them. TIn the Allahabad district the following
rates were current towards the end of the nmeteenth
ceptury *:

For weaving yarn into gasi 8 pies per yard.
" Garha 4 . "
» Dhoti 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 3 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 modern improvements, seems to con=
tend in vain with a moribund industry, that must linger on
a3 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 boy and a girl.*

‘According to Mr. Gupta the weavers’ earnings in 1907
on an average did not come to more than Rs. 8 a month in
Eastern Bengal and Rs 4 in Assam. That weaving there-
fore as a profession has not fewer followers than it actually
bhas, is almost entirely due to the fact that a very large

! N. N. Buanerjes, A Monograph oo the Ootton Fabrice of Beogal, p. 13

3 Silherrad, A Monograph on tbe Cotton Febrios in the North- Westers Provinoes
and Oudh.

3 ?.R,Hukhtﬁ.m»dﬂumd_lndh.p.m

6
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-peroentage, perhaps 80 per cent.s of the weavers are also
Bngaged in agricultural pursuits.! .

. In the Punjab Mr. Latifi writes : * The condition of the
‘weaver is in all places, even where there ig a flourishing
trade jn his goods, miserable. He is everywhere ignorant
and impoverished and earns a bare subsistence for himself
and his family by a handicraft which is becoming less and
legs profitable every day.”’ *

In the silk-weaving industry the condltlon prevalent did
not differ much from that in the cotfon industry. About
the condition of the industry at Murshidabad it is observed
that the wages of the silk-weavers did not exceed six annas
a day and even on such terms there were times at which
some weavers found the industry so unprofitable that they
gave it up and in many cases took to agriculture, and others
in the same subdivision abandoned the weaving of silk for
that of cotton.® In the Presidency of Bombay also the
condltlon of the handloom silk-weavers is not different from
what it obtains elsewhere. In Surat, Yeola and Poona
where the industry still holds a leading place, the decline in
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
ndtive dyed goods and the small profits obtained have of
course led many dyers betaking themselves to other occupa-
tions such as agriculture, brick-laying and unskilled manual
libour. Even in cases where they still work as dyers they
often do not live exclusively by that trade but nlso cultivate
land and. ‘work as labourers.*

1 G. N. Gupta, A Burvey of lheIndustriuandBaommolBsMn Bengal
and Assam, p. 14.

2 TLatifi, Industrial Punjsb, p. 8.

3 ¥:@. Mokherji, A Monograph an Bilk Fabrics of Bengal, p. 43.

4 A Monograph upon the Silk Fabrios of the Bombsy Precidency, p. 48.

¢ Fawoceit, A Monograph oa Dyes and Dyeing iz Bombay Presidency, p. 7.

-
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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 agriculfural products placed them in a
better position. The blacksmiths were alsp benefited by a
lowering in the price of the raw material. The braziers
also largely extended their business owing to the importa-
tion of cheap raw material such as copper and brass sheets.
Where ths artisans were paid money wages their economie
condition greatly deteriorated. Their wages were nearly
stationary but the price of necessaries rose a good deal.
The worst sufferers were the handloom weavers who were
faced with & progressive diminution in their remuneration
and at the same time with a rise in the price of provisions.
The deterioration in the economio condition of the weavers has
been minimised by some writers® on the ground that the
weavers were not much better off in the beginning of the
nineteenth century. Even in the beginning of the nineteentk
century, it is found that the condition of the weavers was
better than that of the agriculturist, and it is borne out from
a statement in the report of Mr. Liarkin who poiats out: ““ A
man will earn more by his loom than by his plough, and it is
not clear to me that the cultivation of the lands is a more
advantageous mode of employing the weaver.””? In the
palmy days of the trade in Daocs musling, the Tantis were
asarulein very good circumstances. Most of them built
pucca houses and some even went to the length of working
only for five or sizx months in the year, and enjoying the rest
of the time with the sale-proceeds of their muslins. Their
present condition is deplorable and the sales are just sufficiens
to keep most of them from hand to mouth.?

! Golline, the Bapart on Arts and Industrias of Bengal.

¥ Yarkin, Extrecs from the report on the Bxternal Commaence of Bangal, 1804-05.
% N, N. Baoserjes. A Measgreph on the Ooton Fabrics of Bevgal, p. &



OHAPTER II

CAPITALISTIC AGRIGULTURE

The decline of indigenous industries has been partly
compensated by ithe growth of modern
diw—s Jand o jndustries, the beginning of which found
its manifestation in-capitalistic agriculture.
Agriculture bas 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 and the payment of rent. Where holdings were
large they were let out in small parcels, the owner receiving
his rent. But large farms with fenants cultivating with
regular hired Jabour did not form a part of the economic
organisation of the country.
‘The introduction of capitalistic farming for the exploita-
i g.p;:m o :)::::r:; t::o r;src?u.rces of ‘the. country is to
I b ol an] itish 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 nof a
pﬁﬁmmﬁf“ new product in the country but i§ received
a great stimulus owing fo 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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proved by ite name Indicum amobg ancient authors and
hence it was until very recent times called ‘Indico’ in
European commerce.”’! ¢ Whatever the original source of
supply,”’ writes Mr. Moreland, *‘it is clear that indigo was

the commodity chiefly sought by the first European buyers
in India.””*

During the first century of the commerce of thé East
India Company it formed a prominent article 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 introduction 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 destruction 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
m‘ﬁf;?u_ fntoduosd 45 grow indigo for exportation to England.

That there was a great development in the
production of indigo is borne out from trade figures. In
1777 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 lbs.?

In their Jetter of the 30th May, 1792, the Court of
Directors wrote : ** It affords us much pleasure to remark that
the article as to quality is still increasing in reputation. It
bas already surpassed the American and the French, and
thers is no doubt but, by perseverance and attention on the

1 Royle, Basay on the Productive Resources of India, p. 94.
$ Moreland, From Akbar %0 Aurengssb, p. 108,
3 Brown, Baport ob tha Import and Export Trade of Calontta, 1705-06.
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part of the planters, it will effectually rival the 8panish.'"?
Benigal was the largest producer of indigo. The moisturé
and the richness of the Bengal soil and climate are favourable
to the luxiriant growth of the parts of vegetation from
which the eolouring matter is secreted. But other provinces
also contributed to the supply. The total production of
indigo smounted tfo 140,000 maunds distributed smong the
 different provinces as follows ;— .

Bengal .. 40,768 Mds.
Behsr ep 320699 "
Madras . 34,000 ,,

North'westem PIOVinOeB s 21.643 o
. Other parts .. 10,882 ,,
140,000 Mds,

The value of this product at the average price of Rs. 200
per maund was nearly three crores of rupees. It would, thus,
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
i.,g-{,‘.’,“?:;:‘;‘;f:;:.‘ﬁ';’f" Nijabad, i.e., cultivation by the planter in
his farm with - hired labour ; (2) Raiyati,

i.e., cultivation by femants in their farms. The greater
portion of indigo cultivation was under the Raiyati
gystem as the cultivation by the planters themselves
was not profitable to them.! There was, further, anotber
difficulty in the way of cultivation by the planters, as the

! Beport of the Procesdioge of the Esst Indis Cowpeny in regard b0 the

Oultare snd Manufsciure of Indigo, p. 5.
% Minnte of the Licutenant Gevernor on the Report of the Indigo Commission (ses

p. 15, Papars selating te Indigo Osltivation)
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Europeans were not allowed by law to hold land and where
they had Nijabad cultivation, the land was held in the name
of their subordinates. Under the raiyati system of cu}uva-
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 five or ten years. = The advances were
invariably 4t the rate of two rupees per bigha and for this
sum the raiyat agreed to give lands suited for indigo, fo
prepare them to sow indigo, weed it and deliver the
plant at the factory. The plant delivered was made into
bundles which were measured by a six-foot chain passed
round the centre of the plants, Oredit was then given to the
raiyat at & rate which ranged from four to six or eight
bundles for the rupee.

To his credit was set down the value of the product and
to his debit (1) advances, (2) cost 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 hot charged for seed
or cutting. He bad only to cultivate and sow and was paid
at from four to six bundles per rupee. The systom preva-
lent in Behar was slightly different 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 there was a failure of the crop but he
used to get an additional rupee for his labour. The maxi-
mum amount that he could get over his advances was
Rs. 8-6-0, so that however excellent the crop might be the
raiyat would not get mare than Rs. 6-6-0.

The system of indigo cultivation ss pursued in Bengal
was not voluntary bat the raiyats were

h"“mﬂ"“"" compelled to0 receive advances t{o sow
indigo. That it was attended with grave

abuses and was thesource 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.”’! 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 pointed 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 regref that it has not been repressed. In some
places these persons keep large establishments for supporting
their claims by force and they or their servants become in-
volved in violeni affrays or other breaches of the law.’’?
In 1823 a law (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 refer to a piece of ground
with defined boundaries. The raiyats had practically no
protection under this law as they were 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 on the question of the

1 Minunte by the Lieutenant Governor of Bengal, on the Repurt of the Indigo
Commission.

* Extrsol from Jodicisl Lietier to Bengal, dated the 6th August, 1828.

¥ Minutes of Evidence befere the Indigo Commission, p. 267 (Bvidence of Mr.
Latour, Beagions Judge of 94-Pergannas): *' T charge upon the Indige planters, so
far a8 my experience in the Furidpur disiriot goes, that thay have grossly wiolsted
the essentiale of 1aw. The people in Furidpar during my investigaiion took me into
their villages, showsd me their houses with the indigo plant growing up their very
doars, The planter dispensed with sny written sgresment. BEyat's signstore was
taken to s blank stamp pspex."
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exploitation of the raiyats by the planters was ¢onclusive as
will appear from the following statement.—~‘¢ We feel that
it is incumbent on us first to place in the strongest and
clearest light, the ‘raiyat as he appears to us, deprived of
“his free will and bound to continue a cultivation, which
does not give him a fair or adequate profit, which in its
worst aspect be absolutely dislikes, and in its favourable
aspect, he is only induced to tolerate. All the defects of the
system, inherent and incidental, all the faults which justly
are to be laid at the door of either planter or raiyat, by
their respective opponents, may be traced originally to one
bare fact, the want of adequate remuneration. Itis that
which mainly renders the possession of landed influence in-
dispensable to extensive cultivation and it is owing to this
that the planter has {o urge the raiyat to plough and to sow,
to weed and to cut by means little short of actual compul-
sion,’'! .

The raiyats were kept in a state of bondage by the
gystem of advances, It matters little
whether the raiyat took his original advances
with reluctance or cheerfulness, 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
asserted by the raiyats and admiited by the planters before
the Indigo Commission that many of the raiyats were not
allowed to clear their amount and were as it were heredi-
tary cultivators working under old advances and that the
practical effect of the system was *‘ that the son sows because
be believes that he is responsible for his father’s debts."®
From the statement given below, of the accounts of two

Btate of slavery.

- 1 Raport of the Indign Commissien, p. 2.
¥ N, p. 0.
Y Did, p. 1T
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raiyats it will be manifest how the debts ‘were ‘carried over

from ‘year to year.
Credit,

nccording %0 aocount, 87§
bundies at 6 bundles per
mpee.

Ra. 88, p.
Indigoplant delivered ace, 11 4 0
" - to boak, 67} bundles st
-* 6 bundles per rupee.
Beeda delivered ‘04 0
‘ 1 8 0
Indigo _ plant

l 'Bu'l‘-ing

‘Dabit.

Balance of 1858, page No.
174 for 8} bighas.

This year’s advances
Stamp
‘ Torat,
Expenses of cultivation
Cutiing of plant
Price of seed
Carting
Toran

Deduet received

Balance against the raiyat ...,
delivered 6 4 0 . Balance of 1858 at page No.

567 on three bighas and one

additional bigha or 4 bighss

-in sl
Pregent advances
Btamp

Torar ...

Expenses of cattiog the plant
Price of seed
t

Torat

*Balance against the raiyss ...

Rs, as, p.
86 6 7
8.0 0
040
8910 7
010 0
08 0
113 0
013 6
4861
1 s o
8114 1
59 % 0

280
080
63 3 0

The unprofitableness of the cultivation of indigo by the
tenants was demonsirated by the then

Indigo cultivation
unprofitable,

Lieutenant-Governor, Sir P. Grant.

He

put the absolute loss to the raiyat at.a low

* Appendix to he Report of the Tndigo Commission, pp. 805-06.

b
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average, reckoning the het loss of cultivation of indigo at
the highest price allowed, ~and the loss of the net profit the
raiyat would make by any other ordinary erop at the market
price, at not less than seven rupees a bigha, equivalent at:
least to seven times the rent of the land.! " Of the tiwerty-two:
thousand three hundred indigo raiyats who culiivated for the
Bengal - Indigo Company’s concetn in 1858-59 only 2,448
were shown to have received any paymerit for plant delivery
beyond the trifle of cash advanced.? Ii is no wonder there-
fore that the raiyats were unwilling to continue the culti-
vation of indigo 'when once they came to know -that indigo,
cultivation was optional with them and the culmination of
it -came in 1860 when they in a body refused {o sow indigo.
The law of the country 'was, between 1830 -and 1835,
- against  the raiyats. = The regulation of
hm :;‘:,n"m’ fr 1830 made the reiyats who broke indigo
o contracts liable "to prosecution and penal
consequences, LThis law was held by the Home Government
manifestly unjust and oppressive as it treated 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
thres quarters of & century the raiyats were emasoulated by
a system which compelled them to cultivate a crop which
brought them no profits and converted them into serfs.®
1 Minute of the Lisutensot-Governor, p. T7.
S Ibid,p 19,

-3 I ia interesting howsver bo study e value and outtors por bigha otoﬁnt
agticultaral products s thia time.

Jeancre. Murshidabad.
.. Outtarn. Valos. Outtare. -Falus,
O Mda. Ba. s Mds. ‘Bs. ..
Rios ¥y 18 14 0 ] 0 4
Rice {late) 20 0 0 10 0 0
Tobaoon [ ] 33 19 8 8o
Jute [ ] 18 13 13 9% O
Mustard 3 810 ‘3 - % 0
Bugarcane 5 0 o 0 0

Appendix No, 4, Report of the Indigo Commisticn.
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In Bengal proper the cultivation of indigo gradually
declined as other crops became more pro-
fitable, but in other provinces it held its
position till the end of the 19th eentury, The introduction’
of syntheti¢ indigo in 1897 gave a serious and final blow to
the industry. -In 1904-1905, Mr. J. A. Robertson wrote :
*¢ The unremunerative 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 eccupied ten years ago, and over the whole of India
the reduction in that period was 66 per cent.”’! Sir Edward
Law had still faith in the recovery of the indigo industry
provided improvements were - effected on the lines indicated
as follows :—(1) that the plantations should be placed on a
sound financial basis, (2) economy in management, (3)
selection of sced and propagation of the qualities yielding
the highest 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,
(6) chemical improvements in the manufacture.' To what
extent these suggestions have been followed it is difficult fo
say but fhe contest between the synthetic product and
natural indigo remzins unequal.

It is at present an unimportant article of Indian com-
merce and its production is concentrated mainly in Bibar.
In ¥918 the Indian Industrial Commission expressed the
opinion that natural indigo, if cultivated and manufactured
on scientific Iines, would -offer prospects of great improve-
ment, probably sufficient to emable it to hold ite own in
competition with synthetic indigo.® But so great has been
the fall in the priee of synthetic indigo that the growers of

Decline of the industry.

1 Revhw of Indisn Trade, 1904-1905, pp. 95-90.
$ Bir Edward Law, Budgel Speech, 10041906,
# Report of the Indis Industris! Cormivedos, p. 95.
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natdral indigo find their bueiness less profitable every year
and it is doubtful if it will ever revive.

The introduction of tea cultivation in India is due
entirely to British enterprise and initia-
tive. It is am industry of considerable
importance and magnitude and is locelised 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 aitention of the Court of
Directors to the subject of tea cultivation in India. In the
begioning of the 19th century, tea required by Great Britain
for her consumption was imported mainly from China. The
consumption of tea 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

) . to the uncertainty of the ocommercial

g%?;: 2 ;i%{r ﬁﬁf relations of Great Britain with that
country. ‘‘That, if in future,” said Mr.

Whalker, *‘ we are not rendered independent of the Chinese,
by producing 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 Macariney
and Lord Amherst “so amply and so minutely describe, as
well as the unremitting extortions and the persecution of the
Chinese officers to the few agents who carry on the trade at
Canton.'’? Inthe same memorandum he suggested that
" India offered the most promising field for experiments in
toa oultivation as, from the most correct information which
oould be obtained, it was not perhaps possible upon the face
of the globe to find & country so admirably suited as the

Ten cultivation.

T Papers relating o Tea Oultivation, p. 8
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districts of India, where the soil, climate and low price of
labour combined with the quiet and peaceful habits of the
neigbhbouring population, offered such a concurrence of cir-
cumstances. It was, therefore, proposed that the East India
Company should resolutely undertake the cultivatien of tea
upon the Nepal hills and other districts where Camellia and
other plants of a character similar to the tea plant were
1nd1genous b
In1834, Lord William Bentinck appointed a Commlttee

Appoiotment of Tes 10 consider the question of tea cultivation
Commitice, in India. In their minute dated the 12th
May, the Committee expressed the opinion that there was -
good reason to believe, that there were parts of the Com--
pany’s dominions which presented such features of climate and
goil as would warrant the expectation that the tea plant.
might be successfully introduced into them with a view to
commercial purposes.’ 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 the Nilgirry and other lofty
mountains in Southern and Central India.

Little was known at this time of the existence of tea

Tea plant discoversd 38 aD indigenous plant of the country. It
in Indis. _is recorded that in 1826 a Mr. Bruce.
fouxid tea plant in its indigenous state in Assam and brought
down certain plants and seeds which were identified as
belonging to the tea of commerce.” The Tea Committee,
however, recorded 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 ofa shrub-
which he insisted upon being real tea and that a similar
assertion was strongly urged inregard to the existence of

) 1 fnpen ro;!atmg' to Tea O;lhnf:lon, p- 10.
%  Extract, Indis Revenus Consultations, 12th I[l»y.,lsﬂ
3 Campbell, Note on Teb Planting in"Assam. -
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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 indigemous 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 mnorth-western parts of the country. A
deputation was sent fo 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 suitabilily of Assam for tea cultiva-

Suitability of Amam 10D :—(1) The tes plant is indigenous to
forteacultivation.  gnd  distributed extensively over large
portions of Upper Assam; (2) there is a similarity in con-
figuration between the Valley of Assam and twoof 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 given for the establish-
ment of tea nurseries in Upper Assam under Government
control and management and Chinese cultivators and artisans
were introduced in 1837, In 1838 some of the manufactured

Rrperi tea was sent to England and met with a
mente in

Goverument planta-  most favourable reception. Assam lea was

regarded as a curiosity, and the first eight

U Rrxtrect, India Rovenuve Counsuitstions, th Janwary, 1835, Who the resl die-

coverct of dea in India was, il ia difficult o .y in view of conflicting evidence.
T Papurs relating to Tea Cultivation, p. 107.



48 EVOLUTION OF INDIAN INDUSTRIES

chests which were put up to auction fetched a price which
at the pregent day would seem little shortof fabulous, the
prices paid ranging from 16s. to £1-143.-0 a pound.! The
Brifish mercantile world welcomed it as a suitable line of
investment with the result thatin 1839 a company, which was
afterwards styled as the Assam Company,
was formed for developing fea plantation
in Assam. 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.

Private erterprise.

The early career of this Company was marked by faliure
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 somie shares were said to bave 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 estimated outturn of 760,000 Ibs. of tea.? Meantime,
cultivation of tea was attempted at other places. Thus, in
1840 Dr. Campbell started experimental cultivation of tea at

Extension of the in-  Darjeeling, and it was soon found that
Austry st Dasjeeling.  the plant readily throve at this altitude

and others began to follow Dr. Campbell’s example.

In 1852 Mr. Jackson im bis report on Darjeeling re-
marked : ‘T have seen several plantations in various stages
of advancement both of the Assam and China plant and I
have found the plants healthy and vigorous showing that
the soil is well adapted for the cultivation of tea.””* These
plantations were, however, merely experimental plots

! Assam District Gazetteor, Vol. VII, p. 1L
t Edgar, Report on Tes Coltivation, p. 18.
¢ Belections from thé Reeords of the Bengal Government, No. XVIL.
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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 {aken as the date at which the indusiry was
established a8 a commercial enterprise.
The cultivation of tea was encouraged by the Govern-
ment by the very easy terms on which
iy terms of land  1510d could be settled. Large tracts of waste.
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 money 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-fres 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 reassessment ;
(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 first 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 Yn the District of Darjesling the first trial of the tea plant was made in 1841 with
a fow scods grown in Kumaon from the China stock, I8 was nok till 1858 that the first
plantation was starbed at Kurseong and another st Darjesling by Captain Samber whe
was alyo the fizet to grow colfes. Durjesling District Gazstieer, p. 73.

T
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Government to introduce easier terms. It must, however, be
admitted that easier terms were necessary to encourage the
cultivatiop of fea in an inhospitable region but the unwarrant-
ed relaxation of the 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 any one person might
obtam.

(8) Each Iot 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 culfivators were deprived of
their rights as it was impossible for them in many cases to
find out fhat their rights were imperilled till the auction was
over and the delivery of the land given.? Government also
was deprived under these rules of growing revenue as 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
b’sgem"’""“" rash attempts to extend cultivation which
led to the depression of {he industry in

1 Rdgwr, Beport ou Tea Cultivation, p. 17,
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1863 and the following years.! There was a great rush for
land end the company promoters held out before the specue
lating publie, 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 & 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 tfo
clear and plant a certain area of waste land for delivery to a
compeny to whom it had been already sold as a tea " planta-
tion." Asa consequence of this unhealthy boom & large
number of concerns floated under unfavourable conditions
collapsed during 1866 to 1868. The industry, however,
took a favourable turn in 1863 and it was discovered that
.nroperly managed gardens could be worked at a satisfactory
priuw ahe progresy of the Assam tes industry may be gaug-
ed from the following figures : —  fr

Progress of the Industry up to 1852, T} wa.

Year, | No. of gardens. Ares (acres). Outtura (lba.).
1850 1 1,876 218,000
185:‘ 10 ; 2,425 866,700
18569 48 N 7,509 1,205,689
1869 260 25,174 4,714,769
1871 205 810,308 6,261,143

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 cultivation.

1 Edgar, Report on Tea Caltivation, p. 18,
T Agssms Distzrick Gesaitesr, Val. VII, p. 143.
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In 1874 the number of gardens rose to 113 and the area
under cultivation to 18,888 acres. In other words, between
1866 and 1874 the number of gardens under tea was almost
exactly trebled and the area under cultivation increased by
829% while the outturn of tea was multiplied ten times.
From the very beginning of tea industry, the problem of
the adequate labour supply presented con-
siderable difficulty. This difficulty was due
to the scanty population of Assam. Though there was surplus
Jabour 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 iin
Calcutta. The recruitment and fransport of labour were
attended with serious abusescomyarabie only with ihose:ibat
our in the colonies. Tbhe labourers

Labour 8upply.

they landed in the gardens °‘they found themselves set
down in a swampy jungle, far from human babitation, where
food was scarce and dear and where their families and
fellow labourers were struck down by disease.’’ ! The trans-
* port of labour from Calcutta to Assam was a matter of
considerable dificulty. The labourers boind for Assam had
to be conveyed 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 noforious that from.the
time they were recruited till they reached their final destina-
tion *¢ they were guarded not unlike prisoners.”’

1 Edgar, Report oo Tea Cultivation, p. 90.
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In the carly days of the industry the mortality among
immigrants was appalling: During 1863 and 1866 out of
84,915 labourers 31,876 died or absconded. Between 1st of
July, 1865, and the 80th June, 1866, 9,147 labourers were
returned as baving died and 3,187 as baving 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 39 p.c. The high mortality among
the labourers was aftributed 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.c. of the number.
The inhospitable climate of the locality was particularly
calculated to generate diseases. There were no arrange-
ments for housing the labourers or for medical aid and

_the consequences were revolting to humanity. The want of
sufficient fobd was also & great cause of sickness and mortal-
ity among the labourers. This miserable condition of labour
was in a great measure attributed to want of responsibility
on the part of the planters. Thus Campbell m?ce/" It was
against the interests of planters to leave iheir ciolies house-
less, to give them insufficient food and to make no provision
for medmal aid and yet all these acts of neglect had
occurred.’’

The early planters in theu- rush for rapid expansion
leit out of calculation the imperfect machinery of distribution
and the deficiency in the means of communication and years
bad to elapse before the supply of food became really suffi-
cient. In addition to these difficulties, the labourers were
often subjected to inhuman treatment at the hands of un-
sympathetic planters. Edgar feelingly wrote, ‘ The miseries
of the early immigrants were in too many instances aggra-
vated by the ill-treatment of their employers. The coolies

1 Rdgar, Baport oa Tea Caltivation, p. 1.
" 2 Campbell, Note on Tea-planting in Assam, p. 35.
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were tied up and flogged when the amount of daily task did
not come up to what the manager considered they ought to
do. The coolies were always on the look out for opportuni-
ties to escape from the miserable slavery but the planters did
all they could in their power to prevent it. Chowkidars
were posted at evéry possible outlet from the cooly lines,
which in some instances were closed by high pallisades,
outside which the coolies were not allowed at night.””?

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 keep an effective control over labour and the
planting community, consequently, sought the protection of
law. It is a melancholy instance of exploitation of an
illiterate people compeiled by sheer economic necessnty fo =
leave their howe-for a digtant land. Itdse-true, (nat the
planters invested a largg-fmount of caplta.l in their business’
and they expected aAir return on it but they ought to have
bey were bound to make the lives of the
labourers wcrth living. But, instead of that they showed a
callous indifference to the interests of labour and fortified
themselves with legal powers to control the supply of labour.

The recruitment of labour for the tea industry was

.. attended with so much abuse that Govern-
Labonr emigration . . .
lléagislaﬁan At of ment felt it imperative to interfere f“

' 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, Note on Tes planting in Assam, p. 2.
2 Prooeedings of the Bengal Legislative Council, 1862.
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and the recruiters were to be licensed and the emigration of
labour was o be under the supervision of protective officers.
It was also provided that the recruiter must take the coolies
to & Magistrate who would see that they understood -the
vature of their engagement. With these provisions was
passed the Act of 1863, though a modest measurs, it accepted
the principle of protecting the labourer.

This Act, however, failed to stop the abuses which it was
designed to remove. Further, 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 ignorance of the nature of the work he accepis.
the terms offered ; but on arriving at the plantation be finds
that under this tarif he is unable to earn as much as he
would have received in the immediate neighbourhood of
his bhouse.”’ ! 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 to take recourse to
Workmens' Breach of Contract Act 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 exploitation
of labourers lured by false and exaggerated hopes.

The planters insisted that having incurred a good deal
of cost in recruitment they should bave an effeciive control
over their labourers in order to prevent wilful absence or

) Proceedings of the Bengu] Leginlative Council, 1565,

Act of 1885,
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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 fo the labourer a minimum
wage allowing him fo 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 recruitment 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

was passed in 1873. This Act permitted

The Ack of 1675, emigration by three methods—(1) 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 number of recruits. This
Act also limited the contract of service fo three years.

The development of the industry after 1873 greatly in-

creased the demand for labour but the

The Actof 1862 gupply wae far short of it. In 188l 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
gupply of labour on terms admitting of its profitable employ-
ment,”’ * and this difficulty was attributed to an excessive

1 Prossedings of the Legislative Council of the Guvernor-General in Council,
1881, p. 178. )
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cost of recruitment and transportand to the stringency: of
the labour-laws, The memorialists alleged, that the Emi-
gration Act did not afford sufficient encouragement to free
emigration and it imposed an unnecessary restriction upon
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 colonies should
be five years in place of three years. When a bill embody-
ing these changes was introduced, the British Indian
Association opposed the introduction of free emigration as
under ita cover the greatest possible mischief to ignorant
men was done. Maharaja Sir Jatindramohan Tagore
opposed the bill on the ground that *‘ the encouragemant of
free labour and the extension of period of contract were two
inoonsistent things.”” But inspite of opposition the bill.
became law in 1882.

I8 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 less. . Bui
this expectation was falsified. * There is overwhelming evi-
dence,” said the Hon'ble Mr. Rivaz, *‘ that under $he guise of
free emigration, an organised system of professional recrait-
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 frea [rom coatrol
and that it resorts with impunity to fraud, kidnapping,
abduction of women and other malpractices.”' The un-
liconsed recruiter instead of registering and putting his
recruits under labour contract in Bengal carried them off

' Procssdings of the Lagisistive Council of the Governor Genaral, 1599, p. 340.
8



58 EVOLUTION OF INDIAN INDUSTRIES

under supervision to Assam and there placed them under

Evils of tre recrnit.  CODtract. Referring to free recruitment
ing. the Labour Commission of 1894 re-
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 iz looked upon here as a -species of
licensed abduction.’’! The situation was so serious .that
Government again felt the impertive necessity of putting
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 emigrantin 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 1839 in the
tea industry were as follows :—

The Act of 1901.

Act Coolies Rs. a. P,
Men 412 0
- Women . 811 8
Non-Act Coolies
Men 6 4 4
Women 812 0O
Children 2 310

! Report of the Labour Enquiry Commission, p. 31.
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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-
stuffe and their wages remained practically stationary since
1865 when the minimum wage was fixed. But this modest
Proponslto reive ghe [1€B8UTE O1 the part of the Governmt?nt
Doved by olenase, o 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
bad to conciliate them by a compromise to waintain the
present wage rate of five rupees for & 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.

TLese provisions were embodied in the Assam L.abour
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 couniry led
thoughtful men to express resentment at the penal provisions
of the Act. At the same time, the abuses connected with
the recruitment of labour by the contractors continued.
"T'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. It

1 Proceedings of the Legislative Council of the Goversar-Genoral in Coaneil, 1901,
» 5.
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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 the planting interest
as also of the public. The Labour Board was also respon-
gible 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 effect was to a great extent nulli-
fied by the practice of entering into long-term labour con-
tracts under the Workmen’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.”’ !

~ 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 be
considered the terms of the contract substantially unfair to
the workman. The Magistrate was also empowered to
order at bis discretion either repayment of the advance or
performance of the contract and was no longer bound by the
option of the complainant.

1 Report of the Awsam Labonr Boquiry Commities, 1921-22, p. 88,
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In the Legislative Assembly on the 10th September,
1921, Mr. Josbi brought forward s resolution that the
Workmen’s Breach of Contract Act should be repealed, and
Governmént 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 result in stimulating
recruitment and the attraction of a better class of labour.’” *
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 {beir opinion
Act VI of 1901 which governed recruitment for Assam was
unintelligible 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 hampered unduly
the free flow of labour to Assam. The Act recogmised
recruitment only through the garden sardars but this system
enormously enhanced the cost of recruitment. Further,
another striking defect in the Act is that it does not permit
any form of advertisement or propaganda in recruiting
districts except by the sardar himself. Another anomaly of
the existing law is that it renders illegal any assistance to
emigrants except through a garden sardar who may not
always be available.

The Coramission therefore thought that the first necessity
was the enactment of a new Emigration Act which should
have the object of free movement of labour to Assam. Provi-
sions are therefore to be made to facilitate the forwarding

1 Report of the Assams Enquiry Commiltes, 1931-39, p. 81
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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
buf the Government should retain the power to re-intro-
duce control if necessary, The Assam Labour Board had
outgrown ifs 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.’””' 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 employers 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
. Passed through a pgriod of severe depres-

gion due to over-production. There was
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

Becent developme

Report of the Boyal Commission on Indian Labour, p. 874,
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advertisement of Indian tea in foreign countries is facilitated
by the levy of & cess on exports under the Indian Tea Cess
Act of 1903 which provides the necessary funds.

The increase in the acreege and production of tea
in the current century will be seen from the following
table :—

Year. . Area (scres). Production.
Average lbs,
1800-1904 524,720 201,888,960
1010 568,564 ' 268,269,853
1915 684,940 872,202,674
1920 704,059 845,889,576
1925 728,812 868,506,671
1029 712,000 401,000,000

Of the total area under tea in India 82 p.c. lies in
Assam and in the two contiguous dis-
m‘_’;‘.‘;‘“’“‘j"“ ° tricts (Darjeeling and Jalpaiguri) of
Northern Bengal. 'The 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 capitel in this industry and in its management.
The capital of joint-stock companies engaged in the
industry during 1925 amounted to Rs. 43 crores or about
£33 millions. Of this £24'7T millions or 32'9 crores

Capital.



64 EVOLUTION OF INDIAN INDUSTRIES

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.
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 compared 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. Of the export trade in tea the share of the
United Kingdom is 86 per cent., America 4'5 p.c. and Asia
47 p.c. Before the war Russia was an important cusfomer
of Indian tea and exports to that country amounted to nearly
30 million lbs., bul during the War India lost the Russian
market and theugh trade has been resumed, the exports to that
country are insignificant.' The 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
countries.

Exports of tea.

Rs. in thousands . ' Rs. in thousands
Ra. Rs.
1900-01 9,55,09 1914-15 15,52,85
1905-6 - 8,84,76 1919-20 26,26,90
1910-11 12,41,63 192526 27,12,17
1929-30 26,01,00

The production of coffee deserves atlention next. The
history of the infroduction of coffee into

Coflo. India is very obscure. Dr. Watt says

¥ Indian Tea Statistion, 1998,
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that * it was brought to Mysore some fwo centuries ago by
& Mohammedan pilgrim hamed Baba Budan, who, on his
return from Mecca, brought seven seeds with him. This
tradition is s0 universally believed im, by.the inbabitans of
the greater part of South India, that there s‘ee.msv every
chance of its being founded on fact.”’ * But the industry
did not make any progress in the eighteenth century. In
Millburn’s Oriental Commerce is given a statement of the
‘‘ East Indies ' coffee imported into England from 1802 fo
1810 but this coffee was derived from Java, Bourbon and
Ceylon. In 1823 we find a charter granted to Fort Gloster,
Calcutta, authorising it to become a cotton mill, a coffes
plantation 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 wmigrated to the hills of Southern India and
more specially of Mysore. In 1832 Dr. Wallich in his
evidencs before the Select Committee on Indian affairs
stated that several plantations had been established by a
number of mercantile houses as well as private individuals
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 1835 the area under coffee increased from
4,000 to 237,494 acres. During the next ten years the ares
increased to 274,000 acres. This increase was consequent
upon a great 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 distinct
tendency to decline has appeared. Thus in 1903 the area
returned was 238,815 acres which fell to 127,000 acres
in 1920.

1 Wats, Comunercial Products of Indis, p. 367.
¥ Royle, Exay on the Productive Resoarces of Indis, p. 185,

9
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The production of coffes is confined mainly to Southern-

Distribution of the India. More than 50 p.c. of the area

o 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.
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 cenfury it reached nearly a crore of rupees.
The development of the export trade may be seen from the
following table.

Export of Coffea.

Valos,
Rs.
1901-02 o 1,26,02,200
1905-08 1.75 67,240
1910-11 1,83,15,930
1914-15 1,65,88,000
1019-20 1,71,39,000

1925.26 . 1,85,26,000

Another plantation industry, viz., rubber deserves mention.

The production of rubber is confined

to Southern India. Owing to the absence

-of indusiries using rubber almost the whole of.the product

is exported. In the beginning of the present century the

export of rubber was a negligible quantity but it rose to 14

. million Ibs. in 1920-21. Since then the rapid fall in the

price of rubber has hit the industry very much. The plant-

ers were compelled to reduce production under the Steven-

son planand though there was a slight recovery in 1925, the
price of rubber has again tended to fall,



CHAPTER 11

EXPERIMENTS AND ENCOURAGEMENT FOB THR PRODUCTION
or Raw MATERIALSB

The study of the industrial development of a country
requires, as a preliminary, a study of the
mappomcs of raw 0w materials upon which its industries
' ' 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 industries are called exotic for their foundation lies
elsewhere. The bulk of the industries of Great Britain are
exotic, their continuance being dependent upon an assured
supply of raw materials from foreign countries and the
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 advantage
of these materials. The importance of raw malerials in
determining the localisation of industries can hardly be
overestimated. Thére was a time when the localisation of
industries was inflaenced by the existence of skilled labour
and accessibility to markets bat that stage seems to be over.
** The seat of manufacturing industry,”” as Carnegie says,
‘¢ is now, and will continue %o be more and more, simply a
question where the requisite materials are found under
suitable conditions. Capital and labour bave lost the
power they once had to attract raw materials ; these now
attract Tabour and capital.”?

1 Cernagia, Bectorial Address sl 5t Andrew's, 1902, pp- T8
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Of the raw materials produced in India, the most
important is cotton. It is an indigenous
plant of Indiaand is widely distributed
throughout the country. Production was carried on in the
beginning 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 Dececan' 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-country cotton for seven-eighths of the quantity used
in their various maunufactures.' The average quanfity of
cotton imported annually into the provinces of Benares and
Bengal was 450,000 maunds and the whole of the material
was used by the weavers in the manufacture of ' piece
goods. The manufacturers of the Coromandel Coast
Alepended on cotton imported from Nagpur. Daceca cotton,
out of which her fine muslins were manufactured, was grown
in a limited space of about forty miles in length, by Iess
.than three miles in breadth along the banks of the Meghna,
.about 20 ‘miles mnorth of the sea.® This cotton «was
.identified by John Bebb, Comiaercial Resident of Dacca, with
the commercial variety known as Photie, the finest cotton
‘then known in the world.*

The East India Company at first interested themselves

_ in raw cotton to secure an adequate supply
in company's interest ¢ 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
Govemment of India to the scarcity of suitable raw cotfon

Cotton.

T Report on the Import and Export Trade of Caloutis by Ses, 1798-1800.

2 Report on the Coltan Trade of Indis, 16803,

¥ Report on the Culture and manufacture Cotton Wool in Indis, p. 850.

¢ Latter from the Court of Directora to the Governor Genersl in Council, 20tb
Avugust, 2788,
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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 General 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.”’ *

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

The British cotton industry in 1786 derived its supply
of cotton from British West Indies, French and Spanish
colonies, Portuguese colonies, Dutch colonies and Smyrna
and Turkey. Neither India nor the U.8.A. did figure
among the countries from which Great Britain imporied
raw cotton at the 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
b, Manutao- orders to India for exportation to London
ooktna. » 800,000 Ibs. of the best Broach and Surat
. cotton or Bengal cotton of a similar
quantity. The Governinent at Bombay, in pursuance of these
orders, sent a consignment but it failed {o meet the approbation
of the British manufacturers.® Indian cotton fetched a price
1 Proosedings of the Esst Indis Company relsting %o the Cultare of Cotton, Silk
and Tobecoo. .
% The Court of Durectors remarked: ™ Ih in evidont thal notwithsianding the
fiattering sllurements held out by tha British manufactarers, the article will by no

means answer. Letier to kbe Governor Genaral in  Council, dated the 3J0b
May, 1108,
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varying from 7%d. to 104d. per Ib. as contrasted with American
cotton commanding 2s. 4d. per Ib. 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 ouf machines of American
model to India. Tt 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
cofton. Aftempts were made to increase the supply and fo
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 fo increase
the supply by a guarantee of a cerfain price and occasional
advances to the culfivators and by encouragement to the
merchants to store their cotton at parficular towns.*

In Madras the Commercial Residents were directed to
procure seeds of superior indigenous vadrieties and encourage .
their culture on the coast. It was proposed that a fixed
price of Rs. 80 per candy and a bounty 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 experimeni was
undertaken at Rhaudaterra plantation with Burbon seeds.

The produce of this plantation fetched a price of 2s. 2d.,
but 8o great was the cost that the Court wrote in 1811 that
“‘ the experiments which have hitherto been made fo cultivate
Burbon Cotton in India have not been attended with much
success.’’ ?

1 Obeervations of the Reparter General of External Commeros, 1802,

3 Proceedings of the Fort 8t. George Commities of Reform.
3 Leiter from the Coart of Directors, 27¢h November, 1811.
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The export of Indian coiton to Great Britain during
1800 to 1808 was on an average 10,000
bales which rose to 35,000 in 1809 and
79,000 in 1810. This increased export was due to tbe
American embargo in 1808 which interrupted the supply from
that country. As a consequence of the American embargo,
the Court of Direcfors at the instance of the British manu-
facturers looked o India for a liberal supply of cotton wool.
In response to the instructions of the Court of Directors
thirty million lbs, of cotton were sent om 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 coiton wool into England if the
"British manufacturers continue to manifest so adverse a dis-
position to the use of it.”* One important cause of the
unpopularity of Indian cotton in the London market was its
impurity and it was insisted that the ooiton meant for
export should be of the best quality and perfectly free from
seeds and dirt. Further, if cotton of a quality equal to
that of Burbon could be produced it might be expected to
bave a ready salein the London market at the price of
2s. per Ib.
In 1811 the Government in Bombay resumed efforts
Eperiments with to improve the quality of Indian cotton by
foraign soeds. importing seeds from Burbon. These
~geeds were distributed among the Colleclors at Surat and
Broach to induoe the raiyats to sow them, but no successful
result was obtained. The Government, however, proposed
that an experimental farm might be started under the direc-
tion of a competent person and if success was attained it

American Embargo.

U Letter from the Court of Directors ko the Governor in Council, Bambay, 20th
Awguat, 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.”’® In
the same ycar, however, the cultivation of Burbon cotton
within the Kaira district conducted experimentally by Mr.
Gilder was attended with success. The product of 27
bighas amounted to 44} maunds of clean cotton and on
examination it was reported to be of excelient quality and fif
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® and it was considered desirable by the
Court of Directors that the experiment should be prosecuted
further. It was, however, insisied 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 these experimenfs were reported to be
successful there is nothing on the record to show that the
cultivation of Burbon colton 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 a market for long silky cotton.*

In Bengal experiments were conducted at Lady Hastings’
farm pear Barrackpore with Barbadoes seed and the cotfon -

1 Letter rom Governor in Council at Bombay to the Coart of Lirectors, 30th
May, 1812,

% Tetter of the Court of Directors, 8rd January, 1817,

1 Letter from the Counrt of Directors to Governor in Council, Bombay, 37th
November, 1818.

4 [Ibid, dsted 18th February, 1829,
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from thia seed sent to London was reported to be satisfactory.
In the Upper Provinces Assistant Surgeon Henderson made
experiments with Burbon and some species of American
cotton but no tangible result was realised from these
experiments,

In 1898 there was & renewal of interest in Indian eotton,
The Committee of the Privy Council for
trade drew the attention of the Commis-
gioners for the Affairs of India to the
possibility of improving the oulture in the East Indies of
some arficles which were chiefly supplied by the United
States of America particularly cotton and tobacco. If wag
oontended that the cotton of 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 subjects who might be disposed to settle in the
cotton districts as in the case of indigo. The Home
Government also proposed at this time to encourage the
importation of Indian cotton by a reduction in the import
duty from 6 p.c. to a fixed rate of 4d. per ewt. which would
mean 1s. 2d, on Indian catlon as contrasted with 12s. on
American cotton.

The Court of Directors was thus again influenced to
take up the question of cultivation of Indian cotton, In
their letter to the Governor in Council, Bombay, they wrote
* the course of public affairs, at the present time, has caused
us to direct our attention in an especial manner on this
subject, and to look to India for the means of rendering
Great Britain independent of foreign countries for a con-
giderable portion of a raw material, upon which her most
valuable manufacture depends.”’? It was also pointed out
in the same letter that an improvement in Indian cotton

Renewed interest
1628,

1 Laitey trom the Court of Direotors o0 the Govarnor in Commcil, Bembay, deted
the 1%th Febroary, 1899,

10
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would add to the agricultural resources ‘of- the eountry -and
at the same -time would facilitate *“-the remittance of the
annually i increasing political and commercial debt, for which
India becomes liable to the mother country.”” Burat cotton
was at this fime finding a ready market in Great Bntani
and ifs qua.hty was not inferior to certain- varieties of
Awerican cotton. It was therefore proposed by the Court
that an experimental plantation should be established at the
expense of the State with -the object of cultivating cofton
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
Sa.w-gm was sent to India. |
~In 1829 Henry Tucker submitted a memorandum to the
: Court of Directors *‘on the supply of
aump e Meman  ootton  from  British. India.””* In that
Memorandum- he empbasised 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 besi
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 fo India.

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

1 Proosedings of the Esst India Company in regard o the Production of eotion
woo, p. 153.
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land as might be judged necessary for the establishment of
‘cotton plantations.

:(4) That the Government of India should be autihonsed
to offer annual prizes for the production of the best cotton.

(5) That the Government of India should be instructed
generally to afford every possible 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 sccordance with the Court’s suggestion were undertaken.
Farms were established at Gujerat and Dharwar under

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

In the Presidency of 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 is
not, however, to be expected that the American will ever
supersede the country cotton as the latier plants require no
watering and being annual are cultivated in unenclosed
fields."'? .

" In 1835 experiments were commenced with Egyptian
seeds in the Bombay Presidency but these experiments also
met with no better results. In 1836 Mr. Barber who was
‘then Colleotor of Dharwar wrote : “* Though the experiments

'Imhmmeommcmﬂilmhthcmtdm

Sth October, 1633,
% Letter from Mr. H. Lacon. 30th March, 1583,
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‘iad gone on for five years not a single landholder had in the
slightest degree changed his mode of cotton ‘tillage, of
gathering the crop and of preparing it for the market.’” *

In 1838 several commercial bodies in Great Britain
again urged the adoption of suitable
woprDerican planters 1 0asures for the improvement of Indian
cotton. In accordance with the suggestion
of Mr. Tucker four American planters were brought into
the country in 1840. Bui even with the efforts of the
American planters no success was attained in the cultivation
of foreign 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
resulfs.”’?

In the district of Dbarwar, however, experiments with
New Orleans seeds carried on by Mr. Shaw were attended
with 2 certain measure of success.. The present Dharwar-
American cotton 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 indigenous variety of
Kumpta and the difference in its fayour varied from 1d. to
1%d. per 1b.

The preservation of the purity of the Dharwar-American

_ cotton was attended with great difficulty

of Loton Frands A%t owing to adulteration and admixture with
indigenous cotton. The raiyats com-

plained that they were supplied with mixed seeds from gins
and the result was a mixed crop. In 1863 the Government
of Bombay passed an Act known as the Cotton Frauds Act
which in addition to prescribing penalties for fraudulent

! Bombsy District Gazetiesr, Vol. XX, p. 987.
2 Report of the Indian Cotton Committes, p. 100,
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adulteration and deterioration of cotton and the fraudulent
sale or offer for sale of adulterated or deteriorated cotton mlse
prescribed a penalty for the offer of adulterated cotton for
pressing. The Act, however, failed to stop adulteration with
the result that it was repealed in 1881.

During 1860-1900 there were desultory experiments with
bardly any success and 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 that the only hope of improvement lay in
taking the varieties that were found in general cultivation
and in trying to improve them by selection of seed carried
from year to year.'"?

During the second balf of the nineteenth century there

was a progressive increase in the area and

ol o outturn of raw cotton. This was mainly

duc to the stimulus of demand. The deve-

lopment of the cotton mill industry in the continent, Japan

and India coused a great demand for Indian cotton. The

opening of the Suez canalin 1869, has also been another

contributing factor which by reducing freight supplied an

incentive to the export trade. During the American civil

war when Lancashire was faced with a serious cotton famine

exports from India greatly increased.  The price of cotton

rose phenomenally high and the exporters and growers all
shared in the cotton boom.

In 1864-65 there was an area of 6 million acres wunder
this crop.* By 1891-92 it rose to nearly 9 million seres. ™

U Report of the Indisn Cotisn Committes, p. 101,
& Report of the Moral snd Mabwia! Frogress of Imdia, 186466, p. 83
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The following figures show the rapid increase in the produc-.
tign of this material and its export in recent years :

Year. illion acres. wnillon bk, g S
1800-01 142 81 10,12,74
190506 - 21 41 21,34,15
“1910-11 22-5 43 86,05,55
191516 177 37 24,97,01
1920:21 218 36 41,07,61
192526 28-4 62 95,25,50

It will be apparent from the above table that both the area
and the outturn 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 fo a very high price brought
about by the shortage of the American crop.

" The Botanical research is now-a-days concentrated upon
o the growth of suitable strains from the
Becent'experiments.  indigenous varieties by a process of selec-
" tion of seeds with a view to increase the
yleld as well as to improve the quality. The average yield
per acre of the Indian crop is only about 98 Ibs. of lint
whilst that of the United States crop is nearly 200 Ibs. and
of the Egyptian crop 450 Ibs.! As to staple the bulk of
‘the Indian crop is less than #” with which yarns up to 25’s
can bespun. In 1915-16 it was ascertained that the mills
-in India used 59 million pounds of the local crop for spinning
.counts 26-40 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

1 Report of the Indisn Tndustrisl Commission, p. 56.
lAppmduBhthaBepa‘ldlheIndunInduhidcommmm,p.ﬂ
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is of greater importance to them than to manufacturers
elsewhere that sufficient cotton of long- staple should: bé
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
this end. In the Punjab as a result of this kind of efforts &
new variety has been evolved in the canal colonies, with
which yarns of higher counts can be spun. ‘

" The appointment of a permanent Indian Central Cotion
Committee for the purpose of research has
pkntral Gotton Gom-  heen g step in the right direction. The
‘ report of the Committee for 1928-29 points
out the success that has attended their endeavours in the
‘production of two superior cottons in sufficient quantities
conferring considerable benefit upon the mill industry. The
‘demand for the seed of these new varieties has outrun the
supply and the Committee have wisely decided to help
the spread of these and other improved varieties. The
Committee anticipate that within five years or less the whole
of the Ccotral Provinces and Berar and Khandesh will
produce nothing but the improved varieties. In the Punjab
the Committee’s Botanist has evolved a type of cotton which
is & distinct improvement on the variety at present being
grown. The Committee have also undertaken schemes' to
fight diseases of cotton that take a heavy toll of the cultiva-
fors' crop. They observe further that ** although much had
been dome in the past by Provincial Departments of
Agriculture to improve the quality and yield of Indian cotton,
they feel that much more remains to be done.™ *

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

Jue. . known to the people of this province before

it became a product of European commerce.

1 Raport of the Centrel Colton Cosamittes, 1998-29.
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In the first quarter of the nineteenth century the spinning
and weaving of jute were extensively practised by the people
of Bengal for cordage and cloth for bedding, screens and
garments of the poorer classes and many other domestic
purposes.® Its cultivation was spread all over Bengal but
it flourished best in the swampy tracis of Eastern and
Northern Bengal.
Among the botanical writers Dr. Buchanan was the
first to study the habitat of this plant and
First study of jute. the nature of its fibre. In the course of
| an investigation to find out a cheap
substitute for the Russian hemp or flax for the sails, ropes
and 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
cordage or canvas, I cannot say, but I hope that no circum-
stance will divert the attention of the public until a fair trial
has been made of San (Indian hemp).””?

As an arficle of European commerce it occurs in 1793

when the Company’s officers sent to

Export of jute. England 100 tons of this fibre under the

name of ‘ pat.’? From 1804 the exporis

gradually increased but the shipmenis were generally so

insignificant that no separate accounts of such exports were
kept in the Customs House.

About a century back the fibre was beld 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
vp to 364 cwi. The development of international trade
opened out a great possibility for the utilisation of this fibre,
A 1 Wallsce, Romance of Jute, p. 1.

3 Imperisl Gazetteer, Vol. 1L, p. 204,

3 Report on Jute by Hemchsndrs Eerr.
¢ ‘Waii, Commercial Producte of Iodis.
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For packing cotton, 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 1850-51 the value of jute to India as represented by
the export of raw end 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 o 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

Brpansion of pro. IDillion acres under this erop which rose
uckion. to 2 million acres towards the close of the
century. Both the area and outturn of the crop are subject to
considerable variations. The causes of the variations are
partly physical and partly economic. Lack of timely 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 substitution of rice. Thus in 1915-16
and in 1920-21 the low price of jute brought down the
area from 3'1 million acres to 3'3 million. The following
table reveals the variation in the area and outturn of this
crop in recent years.

Year. Ares (rillion scres). m@.ﬁm bales
1900-01 9 65
1005-06 81 814
191011 2.9 793
1915-16 A 28 78
1920-31 25 59
1925-26 81 89

1
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- The quantity and the value of the export of raw jute
shows considerable variation on account
of fluctuations in demand. Owing to.
the development of the local manufacturing indystry the
praportion of the export is diminishing gradually. The
trend of the tradein raw jute will be realised from -the
following table. During the 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.

Trade in jute.

Dutt {lakhsg Mill i E Value of

Year. ot bales). (Uskbs of baes). (lakbs of bules?.  Export (crores),

| Re.
1012-18 98 46 50 2705
1918-14 89 45 43 80
1014-15 104 49 80 129
1917-18 89 54 18 45
1921.22 .0 44 80 1404
1024.95 80 59 89 92909

‘The subject of jute cultivation ip Bengal attracted the
Deterioration of te  Atv€Rtion of Government in 1670. It
rigration of jute

fibre. - was urged at that time by the Bengal
Chamber of Commerce that jute had considerably deteriorat-
ed and steps might be taken by Government to improve
the quality and yield and $acrease the area under cultiva-
tion. A Commifttee 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 cullivation the
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quantity of medium and inferior jute has been greater séason
-after season '” but he did not make any concrete suggestions
for the improvement of the fibre.

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

In 1900 the question of the deterioration of the jute fibre
again came into prominence. The Bengal
Chamber of Commerce insisted on the ap-
pointment of & Commitiee to enquire into the sgricultural
aspeot of the industry., This Committee recommended that
investigalion should be undertaken to mscertain the means
by which improved fibre might be placed on the market at
o reasopable price both for the benefit of the trade as well as
for the benefit of the cultivators. Experimental farms were
established at the instance of the Commitiee to isolate the
varieties which would produce a heavier yield and an im-
proved fibre. In the ocourse of these experimepts it was
discovered that a variely called Kakya Bombai was suited
to the conditions of Eastern Bengal. The superiority of
this variely was such that its yield exceeded that of khe
local race by about threé maunds per acre. The secls of
-this variety are so much in request, that the Fibre Experi
of Bengal observed ‘‘ thak the progeny of a single plant of
Kakya Bombai is now cultivated over about 200,000 acres in
Bengal, Assam end Bibar.”!?

The sucoess of the Bengal Jute industry induoed many

A : countries to attempt the production of
in foreign counwies and i, Jute was tried by America, Africa,
ol nbatintss Algeria and Formosa but with indiffer-
ent results. Attempts have also been made now and then

¥ Finlow, Nots on Bxperinmsot with Jete in Beagal, 1935

Bxperiments iu jute.
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to find suitable substifutes 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 fo discover some practical substifutes for this
fibre. It wasalleged that they were successful in finding
out a substitute for jute. The material discovered by them
was a texiilose made from paper pulp and spun into
thread or eord preparatory to being woven into a tough
cloth. Tt was believed that that the material had great
powers of resistan:ae 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.! There was another report in 1913
that ‘‘A new departure in the jute trade is the receipf in
this country of the first sample of jute grown in Sudan
resulting from an experimental trial at Kodak in the Upper
Nile Province.””* Experiments have been conducted in
Cuba for several years with the idea of utilising the Malva
fibres and the process of extraciion was elaborated on a basis
that made the extraction a commercial possibility.® During
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 holding 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 Stajesman, 25th Aogust, 1916.

1 Ibid, 0th September, 1918.

% Report of the Jute Mills Association, 1916, p. 188.

4 A Contral Jute Commitiee has recently been appointed to desl with the varions
aspects of the jute industry.
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Another important raw material is sugar-cane. India
bas 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 most striking fact that in India
the production of sugar per acré is extraordinarily low in
comparison with other cane-growing countries. The average
outturn of sugar in India during the five years ending
1918-19 hes been 1'07 tons per acre as contrasted against
1'96 tons in Cuba, 4'12 tons in Java and 461 tons in
Hawaii.? The position of India is really much worse than
these figures indicate, for the Indian figure is in terms of
gur (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 2} 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 i§ appears to
be stationary. Of the total cane acreage 75 p.c. are provid-
ed by the three main provinces of Upper Indis, vis., the
United Provinces, the Punjab and Bihar and Orissa. The
United Provinces contribute 48'9 p.c., the Punjab 15°4 p.c.
and Bibar and Orissa 9°'8 p.c. In Bengal and Assam the
area under cane crop during 1904 to 1914-15 declined from
680,380 acres to 521,000 acres, and one important reason
for the decline was the replacement of cane area by jute.

Bugar-cans,

Ares.

T Report of the Indisn Sogar Qommities, p. T.
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During this period the price of jute rose 61 p.c. whereas
the price of gur rose only 18 p.c. The area under cane
deolined by 23 p.¢. and that under jute rose 22 p.c.! It will
thus appear that the future acreage under cane will depend
not merely upon the price of gur but also upon the prices
of other crops which can favourably compeste with it in
profitable production.

- During the nineteenth century no attempts were made
to improve the condition of sugar-cane cultivation in India.
Xt wae 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-
fitable, that the industry received public attention. The
mmenace to the Indian industry was, however, met by the im-
position of a countervailing import duty on bounty-fed
sugar, but the question of decline involved wider issues than
¢heap imports. Phenomenal advance fook place in new
and undeveloped countries in this industry but the Indian
industry was in a moribund condition. It was ¢herefore
oonsidered imperative that if the decline of the industry was
to be arrested systematic experiments must be undertaken
.to ascertain ifs protentiality,

" After the creation of the Department of Agriculture, the
o problem of cane cultivation was taken in
Sugeome. > " band and experimental farms were estab-
' lished at Shahjahanpur in the United
Provinces and at Manjri in the Bombay Presidency. The
task of the investigators was concenirated upon the botani-
‘ool mspect of cane produced in different countries, and it
was ascertained beyond doubt that the superior type of cane
produoed in other countries largely accounted for the higher
outtarn. The superiority of Java cane in comparison with

1 Appendix O to the Report of the Indisn Industrisl Commission, p. 48.
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the Indian was demonstrated in these experimental farms as:
will be manifest from the Tollowing figures.*

dava. Shehjshanpur, Manjri.
Yield of cage per acre 1,118 maunds 838 1.080
Coat ol osne: annas 475 - 578 570

pet maund)

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 outturn is considerably less than that of Java., In
Upper India the yield of sugar cane per acre does not
usually 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 walls. |

The obstacles in the way of inoreasing local production
lie mainly in the poor type of cane and the inferior cultural
methods in the principal cane areas. At Shabjahanpur Mr.
Clark by deep tillage and an ample supply of water by
irrigation has successfully grown exotic varieties of cane.
The average yield at Shahjahanpur with nine selected varie-
ties was 30'8 tons of cane per acre. This was estimated by
Mr. Clark to represent a yield of 100 maunds or 3'7 tons
of gur per acre.! The work done in Bibar has so far been
almost confined to varictal tests but a suitable quantity of
the variety known as 0.1135 has been distributed {o plan.
ters. Varietal tests at the Imperial Research Institute at
Pusa are in progress. In the Punjab Dr. Barnes, in the
course of an examination of the existing varietiss of cane
cultivated in the provinoce, discovered varieties which bave
the power of resisting frost. In Bengal experiments have
been in progress to astablish the suitability, for distribution,

¥ Report of the [ndian Bugar Committes, p. 27,
3 Report of the Sugur Commities, p. 128,
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of the Mauritius variety known as Yellow Tanna. In Assam
the varietal tests have established the superiority of striped
Mauritius over the local varieties in respect of their suit-
ability to local conditions. In Madras Red Mauritius is
the principal cane grown although Fiji B is spreading as a
result of the work of the East India distilleries. InBombay
through the efforts of the Manjri farm, an unknown variety
introduced by the Agricultural Department and called by it
Manjar is increasing in popularity.
The work of acclimatisation of an exotic variety is a
tiresome process and it will take years
,gﬁlc‘:f;';ﬁ“::;ﬁmd,_i“ before the results can be fully tested.
But the problem of cane cultivation
depends on other factors as well. As the Sugar Commitiee
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.”! 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 ]Jands.?
Oil-seeds are important raw materials upon which many
industries have been built up in Western
countfries. India has a large area devoted

o 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,£62,000 acres and in 1925-26 it rose
to 15,156,819 acres.

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

Oil-seeds.

1 Report of the Sugar Committes, p. 216.
3 Appendix B. to the Repert of the Industzisl Commission, p. 48,
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mustard, linseed, groundnut and sesamum. The acreage
and the yield of these will be seen from the following
figures : . - )
‘ Yield

1923, j' (willion acres). Gions).
Linseed . 85 401,000
Rape and Mustard 56 910,000
:Sasamum ' 4'9 420,000
Groul;dﬁut . 89 1,999,000

A very large proportion of the produce is exported and
Brooct of cil-send much of the balance is crushed either by
R o™ small power plants or country bullock
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 1,433,607 tons annually
valued at 24 crores of rupees, and for the five years ending
1918-19 averaged 699,255 tons valued at nearly 12 crores.
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 29°63 crores of rupees. The figures are safficient
to indicate both the extent of the loss which India suffers
by the export of a by-product of great manurial value which
should be returned to the land, and the possibilities of an
extension of oil-pressing industry which would enable the
oil~cake to be retained in the country.
A large portion of the oil-seeds of commerce is employed
' for the extraction of oil or fat which is
sipindusirial vem o refined for use for the edible fat industry.
- Oils such as those of rape seed and linseed
pan now be so efficiently refined as to be employed in the
manufacture of margarine. Cotton-seed and other oils can
now also be converted into solid fats by the process of

12
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hydrogenation, thus adding to the world’s resources of solid
fats for edible purposes,' In the manufacture of soaps, dils
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 seed.
Thus, whether for edible fai 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

‘Indiss_position jn Oil-seeds may be seen from the following
the world’s trade in

oil-geeds, figures :

orplas 1918, Todisn exporte.  Tadiws shere
Coprs 587,000 (tons) 38,000 (tons) 7 p.e.
Mowra aeed Not available 83,000 ,, | 100 ,,
Cotton seed | 900,000 (tons) 284,000 ,, 81 ,,
Sesamum 264,000 ,, 112,000 ,, 43
Castor seed 137,000 ,, 185,000 ,, 98 ,,
Rapeseed 886,000 ,, 248,000 ,, 65 ,,
@roundnat 780,000 ,, 863,500 ,, % ,
Linseed 2,150,000 ., 418,000 -,, 2 ,
Poppy seed 25,000 ,, 19,000 ,, 7% ,,
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

1 Report on Oil-seeds, p. 4.
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seed and niger seed and contributes a substantial portion - of
rape seed, sesamum and groundnu$,

Roughly it may be said thet 33 p.c. of the total produc-
tion of oil-seeds in India are exported whereas the export of
oil is & 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 fo the Indian agriculturists

Expasimenta  with as also to the world’s trade has
il-seads. 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 resulis 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 result 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.*

Tobaceo is said to have been introduced into this country
during the reign of Akbar in the sixteenth
century, and its cultivation rapidly spread
over the entire continent. At the present day, every district
grows more or less tobacco, and besides the fields on which
the marketable tobacoo is cultivated, every village has its
particular patches of land where tobacco is grown as a
garden crop, along with the cultivator’s vegetables. But the
crop grown. in the country is markedly inferior fo that
produced in America, and though it satisfies local tasie

Tobaooo,

t Raview of Agricultoral Operstions in India, 1090-04.
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to 2 considerable degree it is unsuitable for the purpose of
export. _ '

"V In 1786 the attention of the East India Company was
R ) drawn by one Mr. Robert Kyd to improve

arly experiments . .

;;i:é}?gniﬁg:g::mua sed the quality of tobacco produced in the

country and fit it for export to the Euro-
pean market. The earliest experiment of some importance
was made under the orders of the Court of Directors in 1829
when some 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 after this, little was done to im-
prove Indian fobacco. Attempts were renewed in 1870 in
Madras where the experimental cultivation of tobacco was
conducted by Mr. Broughton at the Saidapet farm. Samples
of seeds were obtained from the various tobacco-growing
districts but the experiment proved a failure 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 seeds produced tobacco 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
and cigarettes. The Department of Agri-
culture i their Research Institute at Pusa has in recent
years underfaken fresh experiments in tobacco-growing.
The aim of the Agricultural Department is to increase the
outturn of better quality Indian cigars through selection of
leaf and to produce a variety of tobacco suitable for the
manufacture of cigarettes in India. As a result of their
efforts, the Pusa Selection 28, a tobacco of light colour and

i

Recent Experimenta,

1 Papers relating to tobscoo culture.
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good texture andsuitable for cigarette-making, continues
find favour emong cultivators in Bibar, Madras and Burx
The Bengal Department of Agriculture maintains & spec
farm in the district of Rungpore where the problem
t.bacco improvement from various sides is receivi
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 th
suitability for cigar-making.

Indian industries are now, and will in future be, chie
based on the agricultural products of the couniry, and ¢
value of these experiments cannot therefore be overes
mated. Though rich results bhave been obtained in ma
directions, there is still great room for a closer investigati
into the industrial crops of the country to demonstrate the
suitability for new industries.

! Raview of Agricolteral Operstions in Todia 1923-94.



CHAPTER IV

GrowtH OF MobpeRN INDUSTRIES : MINING
AND METALLURGY

In a previous chapter we have noticed the decline of the
Industrial  Bevola. handicrafts of India and its consequeﬁce,
m!u:t::g:d on mineral  piz., the progressive ruralisation of the
country. This tendency to ruralisation
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
declme of indigenous industries was indeed slow, but the
process of absorption in new industries bas 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 organisaiion and technique of industries in that
country, The essence of these changes’ was the application
of mechanical power to the methods of production. Ina
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 nafions.
Gireat Britain produced two-thirds of the world’s coal, iron and
steel, cotton and wooller goods. This undisputed supremacy
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in production was due to the fact that England possessed ample
resources in the shape of coal, iron 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 |’
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 resources of India awaited exploitation by
the aid of the scientific methods of the West.

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

Indi The art of smelting iron and the manu-

ndigenons Iron and
Bleel industry. facture of steel were known to India from
very early times. Large ancient heaps of slag in various
parts of India—at Salem and Hyderabad in the South, in
Orissa 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 about 1400 .A. D.* There would zeem to be no
doubt that the existing manufacture of wrought iron by a
direct process was widespread in the country 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
{lio finest qualities of stecl.® According to Mr. Syed AL

! Ghaphem, Economio Development of France snd Germany, p. 964

T @ B. Chartes, Addrens befors the Rokary Club.
3 Wait, Commercial Products of Indis, p. 888
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Belgrami, the Nizam’s dominions furnished the material
from which the famous Damascus blades of the middle ages
were made. The Damascene steel was exported from
India for centuries vid Damascus or Persia. The antiquity
‘of Tndia’s knowledge in iron may be judged from the
‘famous pillar at Kutub near Delhi; from the hammered
‘and perforated door panels both in iron and brass o be seen
! at the ancient palaces and tombs and the collection of arms,
- also cannons at Tanjore and Visnupur. About the Kutub
pillar the opinion of Mr, Ball deserves to be quoted: *It
indicates an amount of skil 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.””" Forged iron bars of large size
have been found also in temples of considerable antiquity in
many parts of India but specially in the Bouth and
enormous cannons used to be made in Assam. The exis-
tence of iron in the districts of Balasore and Beerbhum
gseems 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
Badruc to Balasore and saw nothing in the way but things
common and indifferent, the products of the country being
corn, cloth, iron, anise and cum-in-geeds, oil and bees’ wax.
Iron is so plentiful, that they cast anchors for ships in
moulds, but they are not so good as those made in

1 Ball, Ecopomie Geology of India, pp, 368-69.
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EBurope.”! 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 iz bardly
a district away from the great alluvial tracts of the Indus,
Ganges and Brahmaputra in which slag heaps were not found.?
The smelting of iron in India was concentrated in 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 sixieenth and seven-
teenth centuries. It is just when restrictions were im-
posed wupon indiscriminate cutting of forests that the
industry took a new turn. The potentiality of coal as a
suitable fuel for smelting was recognised for many centuries,
but it was the successful conversion of coal info 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 dlsposal
of the products of her mines.

In the early trade of the East India Company we notice
metals forming an important part of their imported mer-
chandise. The wasteful and uneconomical methods pursued
by the Indian smelters placed them at a great disadvantage
in comparison with the products of European origin. The
effects of foreign competition upon the smelting industry
have been the gradual abandonment of the industry to the
point of extinction. ‘‘ In times, '’ writes Mr. Dobbs, *‘ when
supplies of iron could not be drawn from Europe, this metal
was obtaived in the North from the hills in the Kumaon Divi-
sion and in the South from Lalitpur, Mirzapore and Central

! Caphain Alexander Hamilton, Account of a Vﬁmb&a&nhdm. Vol
I, p- 398,
t  Review of the Mineral Production of Todia, 131983, p. 130
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India. The smelting indusiry still survives precariously
in both the North and South of the Provinces but if is
rapidly dying out in its primitive form.”* ‘‘ 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 indusiries bave 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 advantageously the economies of large-scale pro-
duction. The Western countries during the nineteenth
century increased the scale of production to such an extent
that 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, the first
de.ff:,';h %,ﬁ; Yo and foremost industry that attracis our
ek atteniion is coal. The use of coal as dan
article of trade was unknown among the people of India.
We do not find any refcrence to the existence of coal in
India either in Milburn’s Oricntal Commerce or in Mac-
pherson’s Apnals of European Commerce in India. The

1 Monograph an the Iron and Steel Indastry of the United Provinces.
3 Ball, Economic Geology of Indis, p. 838,
3 Review of the Mineral Prodoetion of Indis, 1919-23, p. 168.
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existence of coal in Bengal has 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. 8. G. Heatly, Collector of Palamau.! In
that year, a firm under the name of Sumner and 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 o 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 Arcot rupees and three quarters
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 turn out of & quality
required for the Company’s work they may 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 tbey shall not compel people to work for them ;
(2) that they do not erect gunges or golahs of any kind ;

% Journal of the Asiatic Seciety of Bengsl, Vol, XT.
3 Potition of Memrs. Sumner snd Heatly, dated the 11th Augmt, 1774 (Asiatic
Bcciety's Jourval, Vol XI, 1842)
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.(3) that the Europeans or any other persons employed
by Messrs. Sumner and Heatly shall be liable to be recalled
by the Chief and Provineial Council of Burdwan without
a reason assigned ; .

1(4) that they shall not receive or grant protection to
any raiyats who may desert from the farmers 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.

‘In September 1775, the firm of Messrs. Sumner and

_ ~ Heatly delivered 2,500 maunds of coal fo
faps cosl mosetis- the Company's military stores but the
'7 o 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 burns away very quick, the refuse is
nothing but clinker, slate and dirt, without the Jeast
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.””' 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 to buy any more coal. There
was no other market open to the industry at the time and
the concern was abandoned. Another reason which chilled
the enthusiasm of the enterprisers was that Government
recognised the impropricty of permitting their revenue
and judicial officers to engage in speculation and prohibited

1 Report of Major Green, 13th Jsnaary, 1778,
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the lending of money on such accounts. But in the
meantime, the impertation of 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. They 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
opinion on the practicability of substituting
Beerbbum coal for sea coal for purposes to which the
latter was applied.! In their reply the Military Board
stated that as they had never bad any opportunity of seeing
or knowing the quality of Beerbhum coal, they wanted o
be favoured with 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
coal in India. Rennel's Map of Bibar 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-
nunce works.?

When a sample of coal was procured from the district
of Burdwan, Major General Hardwicke after experiments
expressed his view in the following words : “‘In the smith's

Renewed sttempta.

1 Leiter of tbe Governor General in Councit, 5th Beptember, 1808,
1 Repordk relating to the Ooal-fields of India, p. 33,



102 EVOLUTION OF INDIAN INDUSTRIES

forge, I found it inférior to common charcoal for producing
the desired heat for working iron, the workmen unanimous-
ly 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.” *
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, Suitie 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 gtrong presumptive
proof, that there was coal here well calculated 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.

He appointed one Mr. Rupert Jones to report on the
coal resources of India. In his report Mr.
Jones stated : ‘‘ Taking into consideration
the various occurrences in the N.W. and N.E. quarters of
Bengal, I am induced to think that the coal formation of

Repart of Mr. Janes.

1 Vide Journal of the Asiatic Bociety, Vol. XI.
3 Letter trom Mr. Suitie to the Bosrd of Revenoe, 23rd Jupe, 1800.
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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 seams on the N.E, frontier favours this opinion, and
it is not improbable that this great line of coal enters
China.”’* This report was considered too optimistic in view
of the 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
economical fuel for burning the Sylbet limestone than the
firewood then in use. He could hardly realise the impera-
tive necessity of an abundont and cheap supply of coal for
commercial and industrial prosperity., With an advance
from the Government of Rs. 40,000 he began to work a mine
at Raniganj but his concern proved a failure.
The lease of the property was taken over by Messrs.
A omlmining Alexander & Company and this is the first
sompany farmed, regularly constituted mining company
under European supervision and with European capital in
Bengal. The year 1820 might be recorded as the date of firat
regular operation in the Ranigunj coal-field.?
The second great impetus to the development of the
Domand for col coal industry came fm.m the demand.for
for Etesm Naige- coal for steam navigation. Steam naviga-
tion commenced in India in 1828. The
inland steamers depended on the supply of coal received in
Calcutta from the Raniganj coal-field. This coal was sent
by country boats to Amta through the Damodar which was
navigable only during the rains. The upcertainly of
navigation in the Damodar caused ioterruption in the
supply of coal in Calcutta in 1835. In 1835 the Govern-
ment of India in a resolution recorded that °‘ Great dis-
appointment was experienced in the upper stations of the
Ganges in particular, which did not receive adequate supplies

1 Asietik Bessarches, Vol. XVIII, p. 188
% Report relating to Coul Fielde in India, 18%-45,
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of coal for their depots till after they were required. Such
accidents will be occurring constantly 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 terrifory 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.”’! They ap-
pointed a Committee to consider all the information on the

Appointment of the  gubject collected at the Presidency and to
oties, o108 Com- o sommend what further examinations or
surveys should . be ordered for the purpose enabling Govern-
ment to decide as to the best means of procuring coal appli-
cable to fthe requirements of steam navigation in the
interior. The Committee began fo collect information on
the coal resources of India from various persons who had
local knowledge of its existence and working. In 1841 Mr.
J. Homfray noticed the existence of coal in the following
areas in the district of Burdwan—Singharun, Nulla,
Barakar, Rapiganj, Salma and Chinacoory. He also found
14 companies working in the different fields, four of whom
were of any importance. The atiention of the Committee
was also directed to Assam. . The first bed of coal that
appears to have been brought to nofice was that worked by
Mr. Scott with a view to supply the steamers infended 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. Other beds were
also discovered. Captain Jenkins, the then Commis-
gioner of Assam, expressed the opinion ‘‘ From a cobsidera-
tion of all-the circumstances, I think there is reason for
supposing that a very extensive coal-field or series of ficlds

Beport relssing to Coal-fields of Indis, p. 89
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associated with other valuable materials extends from
8ingpho Hills east along the Naga Hills south, all on the
south side of the valley to the hills of Cachar.””' Ina
subsequent letter Captain Jenkins pointed out that difficulfies
in the means of transporiation precluded the use of coal for
the purpose Government had in view but he was optimistie
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
resources 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.”’ *
Coal was known to exist in Palamau still earlier than
Eristesce of coal the_period at which iif was brought to
g: ‘:P.:?m inChote- notice at Burdwan, since several spots
were marked as 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 nineteanth century the important 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 Commitice in 1845 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 circuit by which coal is carried down
the Damodar is 200 miles nearly and that an expense of
Rs. 10 per 100 maunds for boats, and an equal sum for the
expense of large depots at the foot of the rapida of the

1 Letier from Caplain Jenkins to Captain Henderson, 39rd March, 1537,
¥ Lattar trom Caplain Jeuking bo Captain Hendersom, 40h May, 1637,
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Damodar and for wastage and loss of boats ; thus making
the present expense of carriagé Rs. 20 per 100 maunds or
3 annas 3 pies per maund nearly.””! The average selling
price of coal being 3 as, a maund in Calcutta of which 3}
‘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
limited. The Committee recommended that the coal-field
should be more accessible either by (a) a
tranmrin e ted, " canal on the Ajay, or (b) by connecting the
Damodar directly with the Hooghly,
~provided the upper part of the river above Burdwan be
capablé of improvement, or (c) 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 productlon)consequently was
not far wide of this figure. e

Up to the middle of the nineteenth century the produc-

tion of coal was insignificant. It was in
B.ﬁ:‘,ﬁ;‘:m“m“ ' {he fifties that the industry showed signs

of development. The adminisiration of
Dalhousie ushered into India the railway age 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 {he two
important modern industries—cotton and jute mills—were
laid. These two factors contributed to the development of

1 Report of the Ooal-flolds Committes, p. 188,
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the coal industry throughout the latter half of the nineteenth
century. The potential demand for coal vras realised and
attempts were made to estimate the coal resources of India
and their geological features. The coal measures in India
belong toa geological period considerably more recent than
that in which the coal measures of the United Kingdom are
deposited. In the Indian peninsula the coal is of the
Permio-triassic age and belongs almost entirely to the lower
Gondwana period. Outside the Indian peninsula, coal
is still more recent, mostly belonging to the tertiary age.
No accurate statement can be made as regards the 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 think that the 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 ber in-
dependent of other sources of supply, and which in time to
come may even be drawn apon by other nations whose coal
deposits are in process of depletion.” ! A rough idea of the
coal reserve of India may be formed from

Betimete of ooal 4he following figures given by Mr.

Tee0droas.
Dunstan.

Area. Eatimated Regerves

(million tane).
(1) QGindhi 8 Sq. miles 186
(@) Raniganj 500 ., 14,000
(3) Jheria 300 » 864
(4} Bokara 220 " 1,500
(5) Noarth Earanpura 473 "” 8
(6) South Earsnpurs L]

b Joursal of the Sotiety of Arta, 1908,
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Tt 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-
oo Jality " of Tndian  1onment of Indian industries. *‘ Taking
' all the defects of Indian coal of average
quality into account,” says Mr. Dunstan, ‘‘ it may be said to
be from 17 fo 20 p.c. inferior to the average British coal of
‘the same type.”’! But Indian coal is not inferior to South
‘African, Japanese or Australian coal as the following ana-
lysis will show :—*

Ach, Calories.
%
Raniganj 974 7236
Jheria 1170 7481
Natal 10703 7487
Transvaal 1608 6440
Japanese 1059 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. 7

Onpe important obstacle to the development of Indian
coal industry has been the uneven distribution of coal re-
sources. 94 per cent. of the Indian 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
and of these only two have arrived at such a condition that

1 Journal of the Society of Arts, 1002,
2 Report of the Coal Commiitice, pp. 9526,
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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.’’* 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 43,562 tons to 587,634 tons. During
the same period the local production increased from 243,443
tons to 898,239 tons. Since 1893 the indusiry took a new ¥
turn. In that year the Jheria coal-ficld began to be exploited

and the Indian output increased so much
Theboping of the  that the imports gradually began to

decline. At the same time Indian coal
became an important factor in the Eastern market. The

following figures clearly bring out fhe position of the
industry ;=

Yar. Srohuden (000t COoen, (008 e
1806-1900 4,228 | 805 338
1901-05 7,001. 569 205
1906-10 10,806 775 344
1011-15 14,739 771 a1
1016-20 _ 18,400 620 . 44
1925 19,900 229 482
1020 20,100 240 402

In the beginding of the present century the Indian
Mining Association represented to the

o todeve  overnment that the natural growth of the
‘ industry was hindered on account of various
factors, viz., inadequacy in the transport and distribution

1 Ball, Boonomic Geology of India, p. 8L
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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.”’ ! 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 fell 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 therefore felt imperative
to conserve the supplies of coal in India by conirolling
export. In 1920, the Government of India following the
example of the United Kingdom and South Africa prokibit-
ed the export of coal from India except under license., A
rationing scheme was drawn up and the supplies of Indian
coal were allowed only to important bunkering ports in the
vicinify 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-ffields which in
1920 were some 4} million tons less than they bad been in
1919, and by inadequate railway facilities for the t{ransport
of Bengal coal. The Government of India consequently

! Apnos| Report of the Indian Mining Associstion, 1900.
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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 coel 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 & counter-
vailing import duty. It wasalso urged by the mining interest
that the railways by opening up their collieries contributed
to the dcpression. The situation was however so serious that
the Legislative Assembly adopted a resolution in March, 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 the conclusion that the competition from which
Indian coal bad been suffering was not so much in the
Indian market as in overseas markets and that these markets
oould not be recovered by the protection of the Indian
market. They therefore 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 the export of coal from Calcutta to Indian and foreign
ports ; and (2) in particular whether effective measures can
be taken for the pooling and grading of Indian coal for
export and for bunkering.'”” The Coal Committee after an
exhaustive enquiry found that Indian coal had been ousted

1 Report of the Coal Committes, p. 36,
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from the markets where it had once a commanding position
on account of the embargo and established business relation-
ships wounld prove an obstacle to the re-introduction of
Indian coal in those markets. Besides, the consuming
centres were dissatisfied with Indian coal on account of the
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 bui 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 & 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
railway facilities. The Coal Committee poinfed out that
the increased use of mechaniéal 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, KEvidence 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.!
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 Commitiee were that stacking

1 Report of the Coal Committes, p. 36.
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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 83} p. ¢. 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) smsll 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 uneconomic 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 chicfly responsible for the unusually low price that the
industry is securing for its product. If is therefore necessary:
to take collective measures for the industry as a whole,
and to organise production, sale and distribution on a
rational basis. The mining industry might consider the
advisability of establishing a selling syndicate in order to
avoid cut-throat competition and wastefu! 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 the Coal Committee points out ‘* The labourer
in the Indian coal-fields is primarily an agriculturist and
considered as a coal miner, is merely a casual and unskilled
worker.” Besides, on account of low standard of comfort,
if the harvests are good, fewer people are attracted to the

15
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coal-fields: The inefficiency of the Indian worker is borne
oiit by the low output per head as contrasted with othér
countries. The cutput per head per annum is 193 tons in
Natal, 316 tons in the Orange Free State and 328 tons in
Transvahl, whereas in India if is less than 100 fons per head
per annum. = An increased outturn may be expected of the
operatives if they are setfled on the mines and tfake up
niining 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 niechanical appliances 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 cannof
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
in the nineteenth century after European
moroeinning of the  methods is & record of failure. The first
- industry in Bengsl. authentic reporf to manufacture iron on a
large scale is traced to the proposal of
one Indranarain Sarma. In 1774 Mr. Sarma submitied
a proposal to the Government for manufacturing iron in the
mountaincus part of the district of Beerbhoom. The terms
proposed by him were ‘* (1) the lease to be granted for 7
or 10 years ; for the first year on account of the great
expense which I shall incur by cutting 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 shall 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 the bazar price
of the time. :
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(8) I will not force any raiyats from the malguzari Jands
nor give protection to any who may desert with a;'rears of
rent due fo the farmers of revenue.'’ ! The terms proposed by
ibe applicant were undoubtedly liberal. There is nothing
on the record to show that the venture was undertaken. It
is probable that the project was abandoned after delibera-
tion,

In 1777 Messrs. Motte and Ferquhr submitted & memoria}
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 reuders it, in an emi-
nent degree, superior to all other kinds, for almost every
work in cast iron and particularly for the fabrication of
cannon. 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 valuable branch would be added to the exports of this
settlement. They therefore proposed :?

(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 part
of the Hon'ble Company’s possessions which lie on the west
side of the meridian of Burdwan and of selling the produce
of such manufacture free from duty in any place under the
Presidency of Fort William for the term of 19 years.

(8) That they be permitted to employ Europeans in their
works.

! Journal of the Asistic Socisty of Beogal, Val. X111,
_' Itid. See sleo Bapade, Bssays in Todian Bconomios,
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~ (4) That they engage to cast shot and shells at four-
fifths of the price at which the Company purchase them.

{(56) That they would pay one-twentieth part of the
profits of a lead mine which they would work after two
years’ working. :

After a reference to the Burdwan Council the Govern-
ment of Warren Hastmgs granted the ]ease to Messrs. Motte
and Farquhr.

Mr. Farquhr by a subsequent proposal wanted the loba
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 construet iron works,
but the project was, however, shortly given up. For nearly
three quarters of a century after this venture, nothing was
heard about the iron ore resources of Bengal and Bihar.

In Madras the existence of iron ores in Salem attracted

the notice of Mr. J. M. Heath, a member
Attempla st Madret.  of the Madras Civil Service in 1830. He
obtained the exclusive privilege of manufacturing iron on a
large scale in the Madras Presidency. Trial works were
erected at Port Novo in the South Arcot district wilh a
gubsidy from Government. The business was taken over
in 1833 by the Port Novo Steel and Iron 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 furnaces—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.*
In the province of Bengal the questior of iron manu-
facture was renewed in 1852 for the supply
o poned. . of rails to the proposed railways for India.
Dr. Oldham having examined the iron

1 Review of the Mineral Production of Indis, 1919-23, pp. 130-131
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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.' About
the year 1855, the Beerbhum Iron Works Company was
started by Messrs. Macay and Company of Calcutta and in
1860 it was reported by Mr. Blanford that the manufacture
of iron 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
gufficient for very large works. He, however, pointed out
that an iron work should be established in proximity to a
coal area and recommended Raniganj as a suitable site.

In the United Provinces the existence of iron ores in

the Kumaon division attracted the atten-
Daicyempte in the  tion of Government and in 1856 the
Directors of the East India Company sent

out Mr. Sowerby and a large staff of mining assistants to
carry on 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 under the name of Davis & Co., was permit-
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 1862 the two Companies were amalgamated under the
title of the North of India Kumaon Iron Works Company,
but it was wound up in 1864.! The failure of these works
was attributed to fuel difficulty for they depended entirely
upon charcoal. The period of experiments for the manu.
facture of iron now came to a close. It was demonstrated
that the manufacture of iron on a large scale with charcoal
was not a practical proposition.

1 Ball, Bocoomio elogyof India.
2 Dobbe, A Monograph on Iree and Steel Werks in U. P., p. Ik
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In 1874 the Bengal Iron Company was founded to work
Bengsl Iron Com. OUb the ores of the Raniganj field. In
poay. 1879 this Company ceased to work. The
causes that brought about the failure of this eoncern were.
insufficiency of capital and the poor quality of ores.! These
works were ifaken over by Messrs. Martin & Company in
1889 and were placed on 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 Jost. Thus Mr,
Ball remarked, ‘‘By ordinary blast furnaces adapted to.
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 furning poini in the history
) ~ of the iron and steel Indusiry came

the Tadmr 8 PO 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 fo
the existence of valuable iron ores in the Mayurbhanj
State. He remarked ‘It is very difficult {o make even

t Mr, Justice Ranade thinks that in addition to the scarcity snud beavy cost of
feel there ware other canses such ss '

{a) emallness of the capital employed,

(b) the inaccessibility of some of the places chosen in respect of railway and ses
communication, ’

{c) The cecillations of purpose shown by the Goveroment which msde them im-
patient of results,

* (@) Want of ekill and good management on the part of the persons employed to

oonduoct the experiment.

(¢) Delays cansed by red-tapism and the vnwillingness of Government to sub-
sidise or guarantes interest daring the experimental period of the concerns.

Ranade, Egsays in Indian Economics, p. 190

¢ Ball, Bconomic Geglogy of Indis, p. 348.
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< an approximate estimate of the quantity
resotroen o 21'.. mite of available iron ores. But it would
of Mayurbhan). 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
26 or 30 miles would tap the Gurumaisini area. Limestone
oocurs at several places in and close to the iron ore area.’” *
The late Mr. J. N, Tata had already visualised that the
future development of Indian industries must ultimately
depend on the successful establishment of the iron and steel
industry in the country. The publication of the informa-
tion regarding iron ores was opportune and elaborate
prospecting operations were carried on by Messrs. Perin and
Weld in the Mayurbhanj State ond the Central Provinces
and the foundation of the Tata Iron and Steel Company was
laid at Sakchi. The Government of India fook the liveliest
interest in this project and determined to encourage it by
making ocertain concessions which were asked for by the
Company. They agreed to construct a railway from the hill to
the main line ; they arranged with the Bengal Nagpur Railway
that the freight on raw materials required

T.mg'f;‘“ the  for the works should_ be reduced to 1 pie per
maund and that 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 which
would be incurred in importing rails of the same quality.*
The discovery of iron ores in the district

ypDisovery of Singh-  of Singhbhum in 1908 bas given a further
stimulus to the progress of iron and steel

1 Records of the Geclogical Survey of Indis, 1904, p. 160,
1 Spoach of Sir John Hewett, Finencial Statement, 1966-07.
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‘industry in India. The deposits in this area are remarkable
for the emormous 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 bardly contains 50

e ttimate of Tron  per cent. An idea of the iron ore
' resources of India may be made from the

following figures :
(Million tons.)

Singhbhum distriet 1,074

Keonjhar State 806

Bonai State 656

Disputed country’ 260

(Bonai State or Keonjhar State)

Mayurbhanj State 16
2,832

As regards the total iron resources which India contains the
following observation is interesting : “ The quantity estimat-
ed is that which may be regarded in sight, while almost
certainly much larger quaniities may be obtained by
continuation of the ore bodies beyond their proved depth.’”*
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 fons of coal are required. The
question of the expansion of the iron and steel industry
raises at once the question 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

1 Review of the Mineral Production of Indis, 1919-1928, p, 155.
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available supply of coking coal 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 following figures of
the production of iron ores in India :—

1910 42,653 (toms)

1911 842,843 .
1014 403,441 ,, ~
1920 558,005

1928 821,058 .,

1995 1,544,578 .

1080 1,760,601

In the course of 15 years the production of ores increased
from 42,653 to a little over 14 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 :~—

1012-13 92,614 tons Ro. 47 lakhs.
1919-14 82,692 ., . 42,
1015-16 93,682 ,, . 40
1920-21 48,000 ,,
1026.27 800,000 .. S U
1927.98 w17,

t Appendix to the Firet Report of the Tarift Board on the grauk of protection to
the Steel Todusiry of India. This estimate of the available supply of coking coal
bas beets recently modified. Bir L. Fermor thioke that ouly 1,700 wmillion tona of
ooking coal are wvailabls which at the presant rate of extrsction with a recovery of 50
p-6. will Juat coly 33 years trom 1938  See Bullstin No. 54, Indian Industriem and
Laboor.

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 now
she is beginning to reassert herself 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 develop-

The infizence of the ment of the industry, The supply of iron
Europesn war. and steel which India 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 steel was a greaf source of profit
to the Tata Iron and Sieel Company. <The 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 indusiry of national
importance. The success of Tata’'s concern induced
others to float 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 1921-23 1925.26 152793 1988-34
(tons) (tons) (tons) {tons) (tons)
Pig iron 147,497 270,270 573,196 644,206 1,100,000

Bteel ingots 139,483 182,107 470,557 599,588 721,000
Finished steel 98,727 125,871 819,957 408,348 551,000

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 respect of her requirements
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of steel. Up to the year 1920-21 the prospects of the 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 cost 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
protected against foreign imports and the Government had
to meet its claim by the imposition of a protective duty.
o Other mineral industries that bave deve-
\rrber mineral indos- loped in recent years are of minor impor-
tance. In the world’s industry mica and
manganese ore have assumed considerable importance. The
anrual Indian production of mica is at least equal to the
total output from all other countries. It is not surprising,
therefore, to discover that for over twenty-five years India bas
been the biggest producer of mica. The use of mica was
known in India long before its commercial exploifation 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 largely employed. In India small fragments are
largely used in tinsel ornamentation of temples, palaces,
banners, etc. In powder form it is used for ornamenting
pottery. In western countries the chief use of mica is for
clectrical purposes as an insulator, for electric heaters and
cookers and in electrical condensers,
Although mica is one of the most widely distributed
materials in India, its occurrence in plates of sufficient size
to be of commercial value is limited to a few particular
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tracts. The chief mica mining areas in India are those of
Hazaribagh in Bihar and of Nellore in Madras. The mica
mines of Hazaribagh were described by Dr. McClelland as
early as 1849. [n 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 noie that practically all the Indian mica
is exporfed to Burope and America, their being no industry
to consume it locally. The average export of mica during
the quinquennium of 1919-28 was 58,600 cwis. valued at
78 lakhs of ropees,

The development of the manganese quarrying industry
in India reached its zenith in 1907 when
the output rose to 902,291 tons of ore.
In 1908 India took the lead amongst the countries pro-
ducing manganese ore. 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 ore.
During the war quinquennium, the Indian production fell to
84-1 per cent. while in the post-war period it has increased
to 48°3 percent. India suffers greatly through exporting her
manganese ore in raw condition, instead of converting i% into
ferro-manganese. The mabufacture of ferro-manganese was
established in 1915 by the Tata Iron and Steel Works. The
other minor minerals in Indiaare petroleum, salt, bauxite
and chromite which have been worked out partially.

We have traced fhe 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
and iron, Judged by this standard the industrial develop-
ment of India will appear insignificant in comparison with
European countries.

Manganesa.
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Coal Fig Iron Bteel
I A
QGerman Empire 120°23 19 11 186 145
United Kingdom 229°68 102 67 78 86
Belgium 2205 2-4 89 24 89
France 83-27 61 10 4'6 9'3
U. 8. A, 576°17 806 8771 818 522
Jepan 2877 28 18 17 18
India 19°85 2 101 56 6

The figures of per capita consumption of coal will far more
effectively demonstrate the comparative economio position of
India among the industrial countries of the world.

India *08 (ton)?
U. K. 841
U. B. A, 8-66
Germany 218
Franoe s 115
Belgium 819
Caunada 280

Judged by this standard, India is lowest in the scale of
development attained by the important manufacturing
countries of the world.

1t is, bowever, to be observed that the mineral resources
of India bave not yet been thoroughly tapped. Vast regions
are still lying unexplored. Systematic survey and prospect-
ing work will undoubtedly open up new resources and
the mineral resources may be considered sufficient if a policy
of industrialisation is pursued.

! Report on the Preduction and Conssmption of Coal in India, 1933, p. 36



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, thé most important was the cotton industry.
Hand spinning has become extinct due o the importation
of cheap machine made yarns butthe 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 bandicrafts 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 bf factories. 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 withthe
mechanical appliances of the west, and the indusiries that

- first attracted the attention of the Enghsh capitalists were
cotton and jute.

In the first balf of the nineteenth century, attempts to

introduce factory industries in India were

‘/mi.{"i‘;',,,ﬁ,-':f 4% insignificant as in many European coun-
' tries. The first cotton mill founded in

India in 1818 at Fort Gloster near Calcutta was the Bowreah
-Cotton Mills Company, Litd. This Company was incorporated
as a cotton mill, a coffee plantation and a rum distillery.!

1 Watt, Commercial Products of Indis, p. 618,
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‘About ten years later there was another attempt to establish
a cotton mill in India. We have reference to thisina
“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 betler 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.”’ ' We
have another evidence as to the existence of cofton mills in
JIndia 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.® Buf the turning point
u..'f.?éﬂl"..;',. point In “5h the history of the cotton industry is to
be sought in Bombay rather than in

Bengal, It was in 1851 that the idea of stariing 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 wes there expert labour available either
to set up or manipulate it. There was, further, no coal in
Western India. The importation of Brifish coal into
Bombay solved the problem of fuel and machinery and
expert labour were slso imported &nd the pioneer spinning
factory was inaugurated in 1854. The success of thie
venture induced Mr. Daver to start another mill which was
known as the Bombay Throstle Mill. In 1858 Mr. Manekji
N. Petit started the Oriental Mill with 30,000 spindles

! Minute of the Governor-Geners), dated 308h May, 1889,

* Rvidence of Henry Gouger belors the Lords Committes on » Petition of the
East India werchanta, @ 85840, To what extent have you curried an the manufaciare
of ool yurn ?

A. Tbe mills hbave produced about 700,000 Iba of yaru per anmam.
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which was followed by the Vicioria 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 industry would have been
rapid buf for the American Civil War of
Ameersk dielothe  1861-64 which caused & temporary set-
back. The supply of American cotton
'being cut off, there was an unprecedented demand for Indian
cotton by the Lanecashire manufacturers. The price of raw
cotton rose so high that the Bombay cotton merchants made
_fabulously large profits. The investing public thought of
no other husiness than cotton exports.’® It is estimated
)hat no less than 75 million pounds were added to the
wealth of Bombay.! The sudden accrefion of such a large
amount of wealth induced the merchants of Bombay to
launch many speculative schemes and cotton mills were
,___q_eglécted. But with the cessation of the cotton boom,
Bombay was overtaken by a financial crisis of an unpre-
“cedented magnitude., By 1870 financial stability was restored
and attention was a7jain directed to .the cotton industry
which had been yielding steady profits during the preceding
decade. About this time, Mr. J. N. Tata visualised the
o enormous benefit which India would derive
ptets of I N from an expansion of the mill industry.
Reliable data for the working of cotfon
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 eonditions

1 Rutnagsr, Bombay Indastries (Cotton mills), p. 18,
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peculiar to the country. His investigations produced a far-
reaching effect upon the expansion of the
mill industry in India. During 1870-75
filteen more mills were projected. During the next decade the
progress of the industry was particularly rapid and 23 addi-
tional factories were built in Bombay. It was during this
period that cotton mills began fo be establisbed in other parts
_of the Bombay Presidency. 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
Mechanical i the revolving flat card for the roller card
echanical improve-
ments, was a distinct advantage in the methods
of production. Thus, the industry received & 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 wasin a
great measure dependent upon the home market and the
collapse of agriculture meant a considerable curtailment of
the demand both for Indian mill products as also for hand-
loom products. These difficulties were accentuated by the
appearance of tbe bubonic plague in
roiBectnof plaguesnd  pBornbayin 1896. This scourge appeared in
such a terrible form that the population of
Bombay left the city in large numbers. The mill industry
was faced with a great scarcity of labour which caused a
considerable curtailment in the output of the mills. The
“growth of the industry during the second half the nineteenth
century may be realised from the following figures :—

/ Renewed activity.

Year, Milla Bpindiea. Looms. Empicyment.
1854 1 .

1961 13 838,000 -
18719 58 1,500,000 13,000 39 637
1888-7 €0 2,202,602 16,926 97,204
1890 114 e 09,224
1900 193 4,945,783 40,124 161,189

17
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In the beginning, the cotton mill industry was located
mainly in the Bombay Presidency. In
1879, of the total number of mills in India
three-fourths were situated in the Bombay Presidency and
more than half the fofal in the city and Island of Bombay.
By the end of the cenfury there appears to be no appreciable
_Change in its localisation. Though mills were being started
in the up-country districts, Bombay was still the predominant
centre of an important localised industry. Of the 144 millsin
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
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 fo nearly five
millions but the number of looms is insigeificant, In
1905-06 out of 204 cotton miils 104 were exclusively 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
, steadily but not phenomenally, In 1895-06 the outturn was
432 million Ibs. but in 1900-01 it fell to 852 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 80. 'This is due to the fact that
Indian cotton is of shorf staple from which yarns of finer
counts cannoot be spun. Of the yarn produced by the Indian
mills more than half was exported to foreign countries and
_the rest was consumed by Indian mills and bandlooms. Thus
in 1899-1900 the total output was 514 million lbs. of which
”944 million lbs. were exported. China and Japan, up to the
end of the nineteenth century, were the principal buyers of
Indian cofton yarn. For finer counts of yarn India is depen- -
dent upon foreign countries. Up to the end of this period

Localisation,

"Mil production.
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~the imports of yarn were derived mainly from Great Britain.
In )899-1900 the import of yarn from foreign countries
amounted to 42'6 million lbs. which were largely consumed
by bandlooms. Of the woven goods Indian production
contrasted very unfavourably with 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.
The Great American speculation in 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 unprecedenied prosper-
ity during the two succeeding years. The American crisis
of 1907-08 and the poor barvests of India in the same year
affected 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 :—

Mills. Spindles. . Leoma. Handa. Cotion consumed
{bales of 302 jba.).

100001 176  4.,747.880 89,859 172,888 1,351,740
101011 217  5943,634 62,965 230,649 1,905,860
1018-14 240 6,484,601 101,022 260,276 2,143,120
1020-91 945 6,845,824 123,544 332,179 2,120,230
192425 275 8,008,801 148,613 867,877 12,226,310
1930-31 812 8,800,728 171,976 895,475 2,683,176

Growth during 1900
1428,

s

During this period considerable change has taken place
in the localisation of the industry. The lack of space in the
Bombay city bas prevenied the addition of new mills there,
but in up-country districts many new mills have heen erecled.

Okt of 312 wills the Bombay Presidency possessed in 1931,
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146 mills followed by Madras with 25, the United Provinces
22, Bengal 13, and Central Provinces 7.
The Bombay cotton industry was largely dependent
Loss of Cnins UPoD the China market for the disposal of
market. its products, specially yarn. But this
market was extremely fluctuating due to political disturbance
and foreign competition. Béfore the nineties there was
hardly any cotton industry in Japan. During the nineties
Japan was slowly building up her cotton industry with raw
cofton imported fromjIndia and the United States of America.
In 1895 she had only half a million spindles which increased
nearly three times in course of tec years. Japan thus be-
came a formidable competitor of India in the China market
for yarn. In the eighties and the pineties the Indian
manufacturers got an advantage from depreciating exchange
but with the closing of the mint to the free coinage of
gilver and the stabilisation of exchange after 1898 this
advantage disappeared and the exports of yarn gradually
dwindled.! ‘The industry therefore bad to seek 2 more
stable basis for its existence. It will be manifest from the
figures of spindles and looms that the 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 1699-1900 the Indian mills produced 419 million yards
of cloth but in 1913-14, i. e., the year just before the decla-
ration of the Kuropean 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
noticeable feature of the industry during this period was

! The Bombay millowners in their representation to the Terif Board for protec-
tion to the colon indostry complaived that the depression in the industry commenced -
with the closure of the mint to the free coinage of silver. Fide Report of the Tarif
Board en the Testile Industry, p. 4.
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the tendency of Indian mills to spin finer counts of yarn.
At the time of the controversy over the Tariff bill of 1896
the production of yarn above 24’s was insignificant. In
1924 it was found by the Tarif Board that the production
of yarn ebove 30’s amounfed to nearly 20 million lbs.!
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 :—

1018-17. 1641 22, 1625-26. 1031.82.
000 1be. *000 1bs, *000 lbe. '000 ibs.

" Yarn ... 0844 440 858,611 828,871 966,410
000 yds. *000 yds. '000 yds. 000 yds.

Woven goods ... 1,425,674 1,600,141 1,793,166 2,989,900

/" The War supplied & great stimulus to the development
Ruropess War spa  Of industry. The imports from foreign
its effects. 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 looms and spindles. Thus during 1913-14 {0 1924-
25 the number of spindles increased from 0°4 millions fo
over 8 millions and the number of looms from 101,022 to
148,612, ' _

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

1 Report of the Terifl Board oo the Cotton Teztils Industry, p. 39.
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Japan to India were hardly significant® being 1 million Ibs.
of yarn and 8'9 million yards of piece-goods. In 1924-25
however the imports of yarn rose to 82-3 million lbs. and
the piece-goods to 1553 million yards. Taking all piece-goods
together the United Kingdom’s proportion of the trade 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-
pium was 192°8 million lbs. but during the war it fellsto
129'6 millions. In 1324-25 the export dwindled to 86°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 countries specially Persia, Mesopotamia, the Straits
Seitlements, Aden, Kenya Colony, Ceylon and Portuguese
East Africa.

The requirements of India for cotton goods are met from

Indisn mille produs- tbree sources :—Indian mill production,
tion, hsod-lom pro- hand-loom products and imports. In the
dnets and importe— . . ' ’
their relstive posi- beginning of the present century India
Hone- was dependent upon foreign countries
for her clothing to a greater extent than at present.
Thus in 1899-1900 the net imports of piece-goods into
Tndia amounted to 2,053 million yards. In the same year
the Indian mills produced 419 million yards and the hand-
looms 830 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.c.
and bandloom products 27°2 p.c. At the end of a quarter

3 Io 1918-14, 80 million yards and 1 million lbs. of yarn were imported.
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of a century we find a substantial change in the relative
position of imports and Indisn 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 share
has diminished to 26 p.c.! .

The development of the Indian cotton industry may be
Comparstive deve.  CODbFasted with the corresponding deve-
lopmeant. 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: —

Indie. Greut Britain, U.8.A. Japan.
Year. Spindles Lootis. Spindles Looms. Spindles Looms. Bpindles Looma.
(million). (million). (willion). {million).
1804 86 B8l,154 45 606,685 16 —_ ‘5 —_

1900 49 40,124 456 648,820 194 489,465 12 -
1905 5’1 50,189 509 704,357 3228 515,006 14 . 6,140
1010 61 82,725 57T 741,197 282 625719 2 17,702
1915 68 110,208 4§99 808,145 824 680,840 2.8 30,068
1920 6'7 119,022 60 708,068 849 708,079 88 50,583
1923 79 144,704 506 795,244 87,3 744,686 48 60,808

It will be evident from the above figures that inspite of the
doubling of spindleg in India during a quarter of a century
their number is one-seventh of that of Great Britain and one-
fifth of that of the United States of America. The figures
for looma in Great Britain and the United States show also
the smallness of the size of the Indian industry. As con-
trasted with the almost stagnant character of the Lancashire
cotton industry the U. S. A. and Japan show a-marked
advance.

T Appendix 4 of the Repart of the Tarriff Board on kbe Coklon Textile indwiry.
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The prosperity enjoyed by the Indian cotton mill industry
Depresdion i the QUring the war time was, however, short-
indastry. lived. The world-wide commercial crisis
of 1920-21 affected also this industry.
The rapld increase of imports after the war was accompanied
by a sharp fall in price. At the same time the Indian
millowners had to contend with high costs of production.
The increase in the cost of production was due partly to the
enormous rise in labour costs and partly {o 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 and this resulfed in a strike among the labourers
which lasted for two months. In 1925 the Bombay mill-
owners proposed a reduction of wages by 111 p.c. which
caused one of the greatest strikes ever witnessed in India.
These strikes dislocated the industry so much that relief bad
to be granted to the industry by the abolition of the
cotton excise duty. But even this step did not bring
sufficient relief to the industry.

The Bombay millowners complained that the competi-
tion of Japanese goods was unusually severe and put forward
a claim for a protective duty of 173 p.c. This demand for
protection led to an investigation into‘the conditions of the
~industry 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 defeets of organisation. Ii was
they thought, the inevitable outcome of the boom of the pre-
vious period and as such it had 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 products affected the industry adversely. This
means that the prices of manufactured products through-
out the world rose in a greater proportion than the prices of
agricultural products 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 prices has now been
considerably reduced yet the industry does not appear to be
in a sound financial conditiom.

v/ 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 indusiry adversely. The mills of Bombay
had to face increased competition in the home market with

__the up-country mills. Over-capitalisation, the defects of
internal organisation, e.g., the managing agency system
and the high cost of Jabour greatly accentuated the difficulties
of Bombay. The competition of Japan was also an important
factor in depressing the prices of Indian yarns.

The future of the 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 survey of the growth of cotton industry discloses
that there is yet much room for its further
expansion. Of the raw cotion produced
in the country two-filths is consumed by mills and three-
fifths is exported. There appears to be therefore no scarcity
of raw material. But, if the Indian 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 of 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
the raw material from abroad or produce
it in the country. The difficulties in

Scope for axpansion,

Obataclien,

1R
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regard to expert labour which were manifest in the garly
stage have disappeared, Bombay has trained expert labour
for running cotton mills and is now in a position o send
it wherever it is required. The fuel difficulty 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 electrie
power supplied from the above station. The up-country
centres such as Ahmedabad and Cawnpore have still fo
suffer the disadvantage arising out of the high cost of power.
Though the cotton mill industry in India is more than three
Nesd for the mang.  UBTTETS of a century old vet its foundation
fecture of Textile is still insecure. India is dependent
machinery. . .
upon foreign countries for the supply of
textile machinery and mill stores. The risk of such a
state of things was manifest during the last war when the
supply 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 urgenily felt by all who want to see India economically
independent. Such a development will supply a fresh
outlet for India’s capital and enterprise.
4 Next to the cotton industry in importance and magni-
tude, is the 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
—_jute gunny was an important industry in Bengal. Mac-
Gregor records that the export of jute gunnies from the
port of Calcutta to Great Brifain commenced in 1832.

Jute Industry,

1 chﬂlesﬂ'. COIllmemill aniﬂl. Part me| p- lﬁ?.
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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 flax spinners, Messrs. Bell and Balfour, to
experiment in spinning the jute fibre into yarn over their
flax machinery. The experiment was, however, unsuccessful
due toignorance of suitable methods for dealing with the fibre
and to the unsuitability of the fax machinery of that
time to deal with jute. 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 & substitute for hemp. This success
was largely a consequence of the use of whale oil to soften
the fibre.! From that time jute has gained in popularity
and the foundation of the Dundee iute—manufacturing indus-
try was laid.

With the progress of the Industnal Revolution, the jute
industry received a great impetus. After 1840 the overseas
trade of Great Britain in raw materials and foodstuffs
began to increase with considerable rapidity. Consequentlya
great demand for sacking materials grew up, and this demand
began to be satisfied both by the handloom products of India®*
as also the products of the Dundee mills. The Russian War

T Whait, Commercial Produots of India, p. 433,

' Wallars remarks: “Tao the early forties the cloth came to be exparted
from Caleatta to North America and the Bombay coast for cotion packieg but
more extenaivaly as bage for sxparting sugar and other produce o all parts of the

.mld."
Wallwos, Romance of Jute, b 1.
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of 1854-1856 which cut off the supplies of flax, and the cotton
famine following 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 American 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.”” ! '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.””* In 1854 Mr. Acland started the Rishra

Yarn Mills Company near Serampore. In
Corte mills founded | 4857 the Borneo Jute Company. gtaried a

‘thill at Barnagore and to it is due the
credit for introducing the power loom for the manufaciure of
jute cloth. These ventures proved so successful that they
were shortly followed by other companies. During 1868-72
the five mills that were in existence simply coined money.

1872-73 five new companies were floated and next year
eight more mills were launched. This sudden increase in the
pumber of mills upset the equilibrivm of demand and
supply with the result that the industry was overtaken by
an acute depression. Between 1875-82 there is only one

-

! Report of ap enquiry into the cost of living of the working classes, 1008,
* Wallace, Bomanos of Jute, p. 18.
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new mill on record and during the suc-

(o promsion during  peeding ten years with the exception of
the Caleutta Twist 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
was made {o reduce supply. In 1877 was opened for the first
time the American market for hessian 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 laated 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
Indipn jute industry had a very precarious existence.

v A definite tendency towards prosperity, however, mani-
fested after 1894. Between 1896-1900 nineteen mills
were started. In 1895 electric light was introduced which
permitted the working of longer bours. - The development
of international trade increased the demand for sacking
materials so 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 :

Year. gn:m Bpindlea. . Looms. PG::: ::pfoyod.
1870-80 to 1888-84 1 88,000 5,500 1 88,800 ~
1834-85 to 1888-89 24 158,400 7.000 52,700
1889-90 to 18u3.94 46 172,600 8,300 | 14,800
1804.95 0 1818-99 81 244,800 | 11,700 ' 66,700
1899-1900 to 1903-04 | 36 834,600 | 16,200 | 114,200
1804-03 to 1908-00 46 510,600 | 24,800 ' 16,000
1909-10 to 1913-14 60 691,600 | 83.600 | 208,000
101718 76 834,000 | 89,700 ' 266,000
1919-20 76 856,800 | 41,000 | 980,400
1925-26 86 | 1,063,500 | 60,508 ' 831,328
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\/' It will be seen from the above figures that the greatest
development in the industry took place in the present cen-
tury the number of mills increasing from 31 to 86 in course
of 25 years. The looms and spindles have increased nearly
in the same proportion. The employment of labour in the

-—Jute 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 whole 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 the 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 the present century
the mil! consumption of jute and exports became nearly
equal. Inanother decade the proporfion of mill consump-

\/non and exports changed o 2 : 1.

The juté mill industry is localised in the suburbs of

-Calcutta. Out of 86 mills, 82 are located on the banks of
the Hooghly. TFifty years back the banks of the Hooghly
were either covered with dense vegetation or housed the
village population, but to-day they are dotted with smoking
chimneys. The main cause of the localisation of this
industry around Calcutta is fo be gought in the facilities of
transportation afforded by the river Hooghly in handling a
bulky raw material and its maoufactures. Calcutta deve-
loped as a market for the export of raw jute and is 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 closely bound up with its

fortunes.
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\/ Unlike the cotton industry, the jute industry has been
built up with Scoftish labour and enter-

Jute  Indostry— . . .
g;l:ly-!ouisn enier  prise and British finance. [ndians have
80,

generally had no share in this industry,
____except aa ordinary labourers. Up to 1891-92 there was a pre-
dominance of British capital in the industry. The twenty-six
mills that were floated up fo that time had a paid-up capital of
Rs. 1,37,560,000 plus £1,757,000. By 1903-04 the amount
of capital invested in the industry rose to Rs. 4'66 crores
" plus £2'3 million, In 1916-17 the Industrial Commission
estimated that the rupee capital invested in the industry
had risen to 13} crores of rupees but the sterling capital
was at the same figure. I is thus manifest that the tendency
to float jute mills with British capital is less discernible in
the twentieth century than it was in the early period. Indian
capitalists lhave become familiarised with the jute mill
shares and rupee capital is being attracted to the industry in
a greater degree than before.
No manufacturing industry in India has such a pheno-
menal development in the export of its
Tou Seiga, trado in products as the jute industry. Half a cen-
tury ago the value of the exports of jute
manufactures was just over Rs. T1 lakhs, Since then each
decade has shown a continuous increase in value as will be
evident from the following table :—

Value (Crores of rupess).
1876-77 *T1
1886-87 114
1806-07 514
1908-07 1559
1018.14 2825
1923-24 4228
193530 61902

¥ Ya 193138 the rupes cupital invested in the indusiry was 1976 orores, the
sterling capital £2'3 million snd Awarican capital $12 million,
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Jute alone accounts for 17°64 p.c. of the total export
trade of India. It comes just after the export of raw cotton
which accounts for 19°62 p.c. of the total export trade of
India.? ' '

V" A reference to 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 spife
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°

—qoaterial which can bear comparison with it in cheapness.
Continental countries like Germany, Italy and France 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-
duction 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
raw jute fell off 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 mot rise
more than 50 p.¢. The consequence was that the industry
passed through a period of unprecedented boom. ‘‘Mr.

Effecte of-the Barg-
pean War.

1 Review of the Trade of Indis, 1926-97, p. §7.
? Whyliace, Bomancs of Jute (20d edition), 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 and profils are added together the tofal
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.” ? The post-war depression- in the world’s
trade and industries affected the industry fo some extent but
concerted measures adopted by the mills and the huge
xreserves built up during the war period made the position of
the mills impregnable. In 1921 the Jute Mills’ Association
agreed to work 54 hours 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 themsolves. It is not difficult to visualise that the
industry may some day consolidate itself into 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
pot been revolutionised in the same degree
as cotton and jute. They are mostly carried on as handi-
orafts. ‘‘Scattered all over India,’’ says Dr. Watt, *‘ how-
ever, more specially in the upper provinces, there are small
handloom workshops in woollen manufactures and these
employ only one or two hands.” * But large establishments of
the factory type are few in number. Throughout 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 is the
New Egorbori Woollen Mill at Dhariwal in the Punjab.
These mills manufacture goods of European patiern and

U Repott ot the condition of jute mill sbour.

T Raview of the Trade, 1996-87, p. $8,
3 Watt, Commercial Produets of India, p. 112,

19

Woollen Industry.
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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 1} crores. The pre-war
average importation exceeded 3 crores and in 1926-27
it amounted to 4°14 ecrores. 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’and 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 amounted
to nearly 5 million lbs. in 1926-27 whereas the quantity of
exports was 45 million lbs., 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 theé nineteenth century isa
continuous decline in its importance~ No
serious attempt has been made to arrest the decline of ihe
industry by setting up factories. Of the twelve factories
existing in the whole of India five are situated in British
India and the rest in Indian States. The factories with the
exception of the Sassoon and Alliance Silk Company of
Bombay are small, employing only a few bundred operatives.
These factories are largely dependent upon silk yarns im-
ported from foreign countries specially China and Japan.
The import of silk piece-goods has in recent years consider-
ably increased, *‘ the exports have steadily diminished, and
what was once a trade of some importance is rapidly
approaching insignificance.” ?

Bilk Industry.

1 Review of Trade of Tndis, 1904-05, p, 83.
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The manufacture of leather is an indigenous industy of
India. The requirements of the rural popu-
letion for shoes, sandals and water buckets
and covering for musical instruments are supplied by the
Chamar who occupies & 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.'’ . ““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 extremely crude
and inefficient and he has been justly described ** as making
a good hide into bad leather.”’® The continued rise in the
price of the raw material is driving him from the industry
snd in many cases the tanners are becoming the agents for
the supply of raw hides to exporters and manufacturers.
The export trade in tanned hides and skins is a special
feature of the Madras and Bombay Presidencies where small
tannerics were established to underake this branch of trade.
Wae find it recorded that as early as 1846-47 Madras exported
hides and leather valued at Rs. 6,360 and taoned skins valued
at Rs. 18,575.' The location of this industry in Madras
is due to the prevalence of the shrub Cassia auriculala
(Avaram or Turwad) the bark of which is the principal
tanning material used in the preparation of hides. The pro-
ducts of these tanneries were half-tanned leather which was

Leather.

1 Chatterton, A Monogreph oo Tanning snd Working of Lestber in the Medres
Presidency, p. 2.

% Raview of the Trade in ludinn Hides and Skias, p. 97,

3 Report uf \be Indisn Industrial Commission, p. 36.

4 Chsttericn, A Movograph on Tuaning, ote., p. &
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welecomed 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 to a very
rapid extension, The introduction of public auctions in
place of privaie disposal led to a wide advertisement of the
product abroad. After the Franco-Prussian War German
tanners commenced buying Indian hides in large quantities.
Fuarther, the repeal of the export duty of 32 on skins great-
ly stimulated the trade. TLastly, the compleiion of the main
trunk lines of railways enabled the Madras tanpers 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 the
French processes 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 after 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 fo establish a tannery, it is not
surprising that the vastly improved tanned skins found a
ready market in. Europe.” !

1 Chatterton, A Monograph on Tanning and Working in Leather in the Madrss
Presidency, p. 4.
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- The growth of the export trade inm tanned hides and
gkins may be realised from the following table : —

Teoned hides
Year. {Quantity in Cwi.).
1880-81 62,871
1890-81 8,557
1900-01 254,755
1010-11 161,829
1913-14 174,028
1918.19 568,680
1925-26 369,080

The growth of the modern tanning industry in India is
Huropen methods QU6 almost entirely to the efforts of the
of tanaing. military authorities to obtain suitable
supplies of boots and accoutrements. Before the Mutiny
saddlery, harmess 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 India 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 to
keep such a large reserve stock in India that deterioration
was inevitable. These difficulties induced the Government
of India to make an attempt to obtain suitable equip-
ments locally. The result was the establishment of the
Government Harness and Saddlery Factory at Cawnpore in
1867. In this factory were introduced English methods and
processes with mechanical appliances. In 1860 Mesars.
Cooper Allen & Co., started the Army Boot Factory with

! Walton, A Monograph on Tunning and Working in Leather in the United
Provinces sand Agre, p. 2.
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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 the middle of the best
hide-producing area in India, has excellent railway com-
munications and at the outset there were large supplies
of babul bark,—an excellent tanning material—in close
proximity. Besides, the 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
were tanped mainly with vegetable tan-
nin but the action of various chemicals on
hides was being experimented in different
countries. About 1895 the production of leather by
chromium salt was established on a commercial basis in
America. The credit for introducing chrome tanning in India
belongs to Madras. The 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-
ping in India. Tater on, a Mr. Talhati, a Parsi from
Bombay, endeavoured to popularise chrome tanning by
demonstration at a small tannery at Tangal, a suburb of
Madras but he failed to raise the necessary capital to
continue his efforts. In 1903 Mr. Chatterton pointed out
to the Madras Government the huge waste involved in the
use of country leather for water buckets used by the raiyats
for well irrigation. These leather buckets were so perishable

Introduction of
Chrome Tanning.

1 Couchman, Handbook of Commercial Information, Madras, 1916,
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that Mr. Chatterton suggested that experiments should be
made {o determine whether chrome tanning could be
successfully carried on in the Presidency. 'T'be experiments
conducted in the Government School of Arts proved so
successful that the operations of the Government were
enlarged on & commercial scale. The activity of the
Government on this line was criticised by the wvarious
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-tanned hides and skins. Since 1898 the
export of raw skins has seriously affected the volume of the
business done in tanned skins and it is impossible to foresee
how the spread of chrome tanning in Europe and America
will affect the industry in this country.! The demand of
the foreign tanners 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 in Madras and Bombay
for export to the War Office. Local leather manufacturers
were also able to take advantage of the reduced imports of
certain classes of leather goods from England. One impor-
tant development of the boom in leather industry was the

1 Chatterton, Mobograph on Leather p. 30.
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establishment of several new and large tanneries under the
management of leading Calcutta firms. With the termina-
tion of the war boom the leather industry was faced with a
depressien like other industries. The future of tanming
industry in India is dependent as rouch upon technical
development :as upon the expansion of markets. The demand
for ‘bigh class Jeatlher is Jimited owing to its high price and
if the Indian market is to be developed greater attention
requires to be paid fo reduction in the cost of production.

Up to the middle of the nineteenth century the Indian
Sugar industry was expanding and flour-
ishing. The East India Company deve-
loped an extensive sugar trade with Great Britain. Thue
in 1851 the Tndian exports to Great Britain were 1,506,051
cwt. out of a total export of 1,607,508 ewt. During the
next decade the exports shrank to 845,961 cwt. Hitherto
the East India Company were mostly exporting refined sugar
£y Great Britain but with the esiablishment of sugar
refineries in:that country a great change in the demand took
place. The British refineries demanded raw sugar and the
eonsignments became more and more raw sugar. Thus
the exports -of raw sugar in 1877-78 'were 366,997 cwt.
but the average for 1882-92 rose to 1,145,685 cwi.
thereafter & marked decline fook place. Turning to the
import side it is worthy of mnote ibat in the -early
seventies the imports amounted to 562,559 ¢wt, and there-
gfter every decade showed rapid increase but the increase of
itnports became phenomenal since the nineties. The progress
of imports may be seen from the following table :

Sugar Industry.

Value {Crores)

1901 02 278,263 ton: 59
1906-07 466,585 . 87
191814 896,869 ., 1429
1021-23 717,600 ,, 2678

1926.27 826,900 ,, 1887
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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 imports.

It was in the nineties that the Indian sugar indusiry
found itself considerably embarrassed by the importation
of bounty-fed beet sugar from the continental couniries of
Europe specially Germany and Austria-Hungary. The beet
sugar was offered at such a cheap price that the indigenous
industry became unprofitable. Many small refineries were
closed down and the acreage under sugar-cane considerably
shrank.! Thus in 1891-92 the area under sugar-cane was

778,100,000 acres but in 190506 it fell to 2,110,800 acres:
~"The imposition of the countervailing import duty on bounty-
fed sugar in 1899 did not arrest the decline. The causes of
the decline therefors 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 less than one-fifth of
sucrose in juice was lost by the indigenous method of making
_gur. The extraction of juice from cane by primitive types
of mills worked by cattle is ‘equally unsatisfactory. Where
efficient methods are in use 864 per cent. of the original
sucrose ¢an 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 vent. of juice corresponding to about 65}
per cent. of the total sucrose in cane.® The Indian Indus-
trial Commission estimated that of the sugar grown in India
roughly one-third was wasted owing to inefficient and
primitive methods of extraction. The same view is endorsed

! Wats, Commarcial Products of Indis.
3 Report of tbe Indian Sugar Commities, pp. 261-63.
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by the Sugar Committee when they say that *‘ the present
inefficient imethods involve an annual loss of 1,068,960 tons
of sucrose ‘in the manufacture of gur alone. Thereis s
further loss in the manufacture of sugar.”’ *

The art of sugar-production in foreign countries has
made a phenomenal advance in recent years. Not only have
the agricultoral aspects of the industry been systematically
explored with the object of securing better varieties of cane
at a cheap price but the manufactaring aspects of the
industry bave equally been improved. In Java, from which
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. The conse-
quence of these developments is that Java has mnearly
captured the Indian market.

It is very often thought that in many respects sugar
manufacture is eminently suited for the hand labour and
small capital of the village communities of India, but Dr.
Watt thinks that machinery and chemistry must deprive all
such communities of their handicrafts and ‘* the salvation
of the Indian sugar-manufacturing industry must be rather
looked for in aids towards the establishment and encourage-

ent 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
o cane, ten are located in Bibar, five in the United Provincea
and the rest in other provinces. Of the ten refineries working
on gur five are in the United Provinces, three in Madras, one
in Bihar and one in the Punjab. These factories are of small
size and their outturn is a little more than ‘‘ balf 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

Y Jbid, p. 269,
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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 ihat complete
control over cane-supply as is to be found in Java. A sugar
factory must be sitvated in the mjdst of the tract that
supplies it with raw material. Industries like cotfon or
steel might draw their supplies of raw materials from
distant places but the sugar indusiry must depend on the
immediate neighbourbood, 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 cane but there are insuperable.difficulties in the purchase
of Jand from small cultivators. It is only in areas which are
at present lying waste that any extension of cane cultivation
on & plantation scale is feasible. The other line of develop-
 ment is the manufacture of gur on an economical basis.
There is & large market for the consumptionof gur but its
manufacture requires considerable improvement. It is note.
worthy that in recent years the wooden mills for crushing
. cane have been largely substituted by iron roller mills.
But the working of iron mills by bullock power involves
such & strain that unless mechanical power is resorted
to, cattle is bound to deteriorate. *‘ Under favourable condi-
tions, the output of such mills will rise to 300 pounds of gur
per hour.”” Where these small power-driven mills have
been introduced, it has been definitely established that
they bave increased the value of the product from a given
area of land by 25 to 80 per cent. It is only in Mysore
that such plants have been installed by growers cultivating
Jurge areas; others bave been installed at State expense

U Tt is found by \he Indian Sugar Commitien thes 50 p.o. of ibe faclories crush
half tUhe oans with which their mills sre cupable of dealing, 30 p.a. crush from two-
thirds to three quarters and the remainiag 90 p.o about fourGfthe. ¥ide Report
of the Sugar Committes, p. 298
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in places. where an adequate supply of came can be
found. - | :

" Other industries 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. 1n 1923, 444 rice mills were
recorded 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 village life. Onpe
important consequence of these industries has been that
the village women have beerr 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.

Chemical Industries. .
-_ This was partly due to the lack of know-

t Appendix C to the Beport of the Indisn Industrial Commission, p. 1.

The conditions of the Indisn industry have greatly chaoged since the sbove account
was written. In 1932 on the recommendation of the Imperial Conneil of Agricoltorsl
Besearch, the Government of India adopted s policy of protection to stimulste
the development of the Indian sugar industry. The duty imposed on foreign sigar
wag Rs. 7 and annas 4 per cwt. which with sorcharge amscunted to Bs 9 and spns 1.
The effect of this high duty hss- been a great expanpsion of the industry. In the
oouree, of four years ome hundred sud fifty new factories have been established in
different parts of India. In 1929-30 the oulturn of Indisn sugsr faclories was
110,918 tona which rese to 620,000 tons in 1934-85. The import of foreign sugar
during the same period hes fallen from 983,600 tons to 922,900 tons. Ip snother
quinguennium, the import of foreign svgar will dwindle into insignificance and the
country's requiremeots will be wet maeinly from home production. Bat this resalt
will be sscured at s considerable sacrifice of the interesta of the coosumers. The rate
of duty on foreign sugsr is pearly 180 p. ¢. ad valorem and this duty will be continued
till 1047, Unleas during this period subatantial improvements sre mede in the
technical and agricuitoral aspects of this industry, it will be difficult for the indastry to
face world competition. The sugar manofacturers sre making substantiel profits snd
» portion of these profits is being appropristed by the Government by sn excise duty
with s view to make vp ths loss of reveune from iwports.
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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
41 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 imporied
from foreign countries. The location of chemical industries
in India will be thiefly influenced by the proximitly 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
electricity and the future of these industries would largely be
influenced by the possibility of harnessing the hydro-electric
resources.

The manufacture of heavy chemicals such as sulphuric,
hydrochlorioc and nitric acids has been undertaken in India
but their production is insignificant. Thus the production
of sulphuric acid in India is 18,000 tons as contrasted with
America’s T million and Germany's 1,650,0C0 tons. The
production of sulphuric acid is largely hampered because of
the dependence on imported sulphur. The Indian Industrial
Commission insisted on the local smelting of sulphide ores
so as to render sulphur available for the sulphuric acid
industry.! Various chemicals such as alkalies, sodium
carbonate and cnustic soda which are essential for many
industries such as soap, glass and dye works are imported.

! Ropart of the Indins Industrial Commission, p. 58,

¢
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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 importance of coal tar in any scheme of
chemical industries is evident as it is the raw material from
which explosives, dyes, synthetic drugs and phosphoric chemi-
cals are manufactured. India already produces considerable
amount of coke from ber 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.

The exploitation of indigenous resources for the manufac-
ture of drugs requires careful coansideration. The Bengal
Chemical and Pharmaceutical Works has been popularising
the use of indigeneous drugs manufactured after Western
methods.

There is considerable scope for- the 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 might
destroy a struggling industry during the early years of its
inception. The whole problem is consequently complicated
by tariff questions.’

The manufactiure of paper in India was carried on a

Pager. small scale as a cottage industry before the

establishment of tbe mill industry. The

product manufactured was crude and was demanded mainly
by merchants for their account books.

1 Indian Munitions Board Handbouk, 1919,
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The production of paper in India by mechanical methods
dates from the establishment in 1870 of the Bally mills on
the Hooghly, For some time the concern was a success but
in 1905 it went into liquidation. In 1882 was floated the
Titaghur Mills Company and between 1892 and 1894 a third
mill was established at Kankinara. This venture was never
successful and was taken over in 1903 by the TFiteghur
Company. The Bengal Paper Mill at Ranigunj was started
in 1889. For about thirty years no other paper mill was
started in Bengul. It shows that the paperindustry did not
hold out sufficient prospects for the capitalists of Dengal.
In Upper India and the Deoccan the same state of things
might be said to bave prevailed—the only exception being the
Upper India Couper Mills at Lucknow established in 1899.
These mills manufactured paper either from rags or sabai
grass. They had to depend upon imported chemicals and
skilled labour from abroad. Paper produced from sabai
grass is of excellent quality but it is difficult for the
Indian product to compete with imported-paper manufactured
largely from wood pulp. During the war two new mills
were projected, with the object of manufacturing paper from
bamboo of which the supply aopeared to be inexhaustible.
With the fall in the price of imported paper during the post-
war period, the Indian industry was involved in a serious
financial difficulty.

Two other industries which have developed in recent
years are cement and match.

Before the war India was mainly dependent upon foreign
countries, specially Great Britain, for the supply of cement.
On the eve of the war three comnpanies were projected for the
manufacture of cement. The curtailment of foreign supply
during the war and the consequent enormous rise in price
made the cement industry highly profitable. The result
was that seven new companies were floated in different
parts of the couniry. The development of this industry
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and its position in relation to imports may be seen from the
following table : ‘

1914 1918 1921 1924

Tons Tons Tons Tons
Indian production 045 84,344 132,812 268,764
Imports” 166,723 27,177 129,813 124,186

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 fo
67,300 tons. With the fall in price which commenced
in 1922 the industry was overtaken by a great depression.
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, compefition
from the foreign product is acute. If these markets are to
be captured by the Indian industry a reduction in railway
freight is called for.

Anpother industry that developed during the war is the
match industry. Spasmodic efforts were made even before
the war to manuofacture 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 so high
a level as fo afford substantial protection to the home indus-
try. Up to 1916 the duty on imported matches was 5 p.c.
ad valorem. In the same year it was raised to 7} p.c. and
subsequently, in March 1921, it was fixed at 12 annas per
gross. In 1922 owing to a serious deficit in the budget,
this duty was raised to Re. 1 8 annas. 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 ihe 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 1931-
22 to 4 million gross in 1927-28. Indian match factories
have now a productive 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 tariffl may,
provided suitable conditions exist, give rise to an industry
which would not have developed but for the tariff.

India was dependent 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 imporier of matches
into India ‘‘oould not afford to stand aside and risk the loss
of the whole of the Indian market.”” The company started
six factories in the course of two years in different parts of
India. The result of the efforts of this company has been
a considerable increase of local supply. But it has raised
the important problem of foreign capital in a sheltered
market. ‘

We have surveyed the development of large-scale
industries in India and the problems with which they are
confronted. It is beyond doubt that this development has

21
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been quite incommensurate with the resources available  in
the country. The future development of Indian industries
must not merely take stock of the present position but will
also depend in a great measure upon the possibilities of new
industries being established in the country.

Tn Western countries the manufacture of motor cars and
bicycles has been established as a profitable industry. In
India motor fraffic has in recent years made enormous pro-
gress but the country depends upon the import of motor
¢ars from foreign countries. Though 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 and bicycles 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 mills and handlooms.
The possibility of this industry requires a thorougli 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-
cul{ process and Indian artisans are pot lacking in desngns
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 fo progress. The fechnical 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 cannof
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 country.

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 1ndia 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.
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 commercial
oountry considers its position safe unless it can possess a
mercantile marine of-its own.

The problem of the development of an Iddian mercantile
marine must depend upon three considerations. In the
first place it involves the training of Indians as marine
engineers and officers capable of commaading ships.
Secondly the reservation of the ooastal traffie to national
ships, and thirdly the establishment of the shipbuilding
industry within the country. It has been urged by Indians
that the reservation of coastal traffic to national ships is an
accepted policy of many countries including the Dominions
and there is no 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
into 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 corollary to the establishment of ship-building industry.
It is true that in the initial stage, a couniry has developed
its mercantile marine by the purchase of ships from other
countries but it bas later on developed its own ship-building
yard. With the developmenti of iron and steel industry in
the country the problem of ship-building has assumed 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 esfablish and maintain a ship-building yard
at its own cost." The Mercantile Marine Committee have
however suggested that Government may aid the enterprise
by (2) advancing & cheap loan to the extent of the paid-up
capital of a company and assistance in acquiring suitable
gites ; (b) guaranteeing all Government and Port Trust work,
and (c) legislating that, 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 taken to establish ship-building
industry in the country on a large scale.

% Repart of the Indian Mercantils Marine Committee, p. 87.



CHAPTER VI
INDUSTRIAL LABOUR

The 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
handicralts 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-
ticn. In the second half of the nineteenth century the

growth of factory population was very
Laaromth ettty slow. It is only in the first quarter of

the present century that we meet with an
abrupt growth of factory Iabour due to a general stimulus
to industrial developmens,' In addition to labour employed
in factories, the mining industry affords employment to 20
lakhs of labrurers. It may roughly be said that factory
industries give employment to nearly two million labourers -~
out of a total population of 240 million in British India.
Industrialism thus occupies a small patch in the eeonomic(
map of India and it is only in a few centres that the activi-
ties of industrial life occur. In these centres there are
signs that the country is in the throes of an industrial
revolution but the economiic life of the people in general
may be said to be primarily agrarian in character.

1 The total pumber of [ectory lubourers in 1890 wes 316,316 which ross o
1494058 in 1925. Vide Siatistical Abstrect for Britieh Indie, 1016-17 to 1996-365,
p 8%,
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Distribution of The Industrial Jabour of India is distri-
Industrial labour, buted among the various industries as

follows : !

Cotton Spinning and Weaving ... ... 860,800
Jute mills e ... 828,700
Cotton Gins and Presses ... 185,000
Railway and Tramway Works ... ... 146,500
Engineering Workshops ... 96,000
Rice Mills e 59,000
Tea Factories e we 51,700
Jute Presses ... 81,500
Sugar Factories .. 18,700
0il Mills .. 12,600
Woolen Mills e o . 11,700
Tanneries and Leather Works .., - 10,000
Metal Works 9,000
Fobacco Factories 8,500
Cement Works .- 6,400
Flour Mills 5,400
Paper Mills 5,300

A reference o the above figures discloses the fact that
- the two staple industries cotton and juteé give employment
to nearly half the fotal factory labour in India. Though a
variety of other industries has been established, their im-
portance from the point of view of employment of labour is
small.

The labouring population in India is usually of

: a migratory character. The Factory
po?ignm:fmdllﬁr; Commision of 1907 have pointed out that
Soeply. Indian industrial labour is recraited
mostly from the agricultural class. ‘‘The Indian factory
labour,’’ says the Commission of 1907, *‘is at heart an agri-
culturist '’ "'and it is sheer necessity that compels him

1 Large Industrial Establishments of Indis, 1928.
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to take up work in factories.! He usually leaves his wife
and children in his village howe to which he refurns every
year for a few months. Even when he is accompanied by
his family he pays occasional visits to his 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 that industrial
centres in India depend upon a fluctuating labour population.
- In Western countries industrial centres depend for the
supply of labour upon a resident population either of the
town or the suburbs but in India a permanent class of
factory operatives is 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 inhabitants were outside the city.? In the jute mills
of Bengal 80 per cent. of labour are drawn from the neigh-
bouring provinces. In the mill towns adjoining Calcutta
there is continually an excess of immigration over emigra-
tion. The development of transportation facilities has rendered
the labour force mobile and it is now easier thao 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 labour supply. The density of

! Report of the Indian Factory Comwission, 1907, -

* The truth bebind the assertion of the sgricaltoral character of the faclary popu-
laticn —and it is & truth of primary importance—is that the great majority of those
swploged are at heart villagers : thay have hal in mos cases s village upbringing,
they have village trad.tions and they retsia some contert with the villages. This
d2es nol Decdszarily wean that they are all drawa from agriculiaral classes ....Buk
ayriculture bas naturaily supplied the belk of the resently established industrial popa-
lation."—Report of the Koysl Commission oa Indian Laboar, p. 13,

? Bombay Ceusua Repazt, 1931,
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population of this district is 694 per square mile and the
people depend on a precarious crop. The following fable
will give an idea-of the sources of Bombay’s labour supply :

Bombay city born 109 Poons 7%
Ratnagiri 419 Kolaba 5%
Satara 8% United Provinces 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.”’?
'The districts of the United Provinces from which Bombay
mostly draws labour are Jaunpur, Allahabad, Azamgarh,
Lucknow,'Partabgarh, Rai Bareilly and Benares. 'The
Punjab also supplies Bombay with weavers, mechanics and
blacksmiths. ‘The remainder come largely from Baroda
territory, Hyderabad and the Central Provinces. In
Ahmedabad centre 60 per cent. of the population were
actually born in Abmedabad, 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 industrial labour. There is also
no immigration of labour from the neighbouring provinces

1 Bornett Hurst, Labour and Honsing in Bombay, 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, ‘“The
large numbers of landless agricultural labourers form a
mobile force with a low standard of living. It competes
on easy terms with local labour outside the province.''’
There is very little imported labour in the Punjab. Over
80 per cent. of those employed in factories either belong
to the district in which they are working or have come
from edjacent 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
neighbouring provinces for its Iabour supply as Bengal.
Of the skilled labour emyloyed in the various industries of
Bengal 39 per cent. and of the unskilled labour approxi-
mately 80 per cent. are local. In 1906 Mr. Foley reported
that 29 years earlier all the hands in jute mills were Bengalis
but at the date of the report two-thirds of them were
immigrants.! In 1916 a census taken by the. managing
agents of seven mills in Garulia, Bbadreswar and Titaghur
showed that the Bengali workers formed only 10 per cent.
of the total labour force.' It is significant that there were
850,000 more immigrants in 1911 than in 1901, in Calcutta,
the 24-Perganas, Howrah, and Hooghly. In the 24-Per-
ganas, the number of immigrants bad increased by 176,000
or 80 per cent. during the same period. Unskilled labour

Broughton, Labour in India

Report oo Laboar Supply in Baogal.
Report of the Iedisa Industrisl Commission, p. 11.
Iwd, p. 11

> W M e
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is drawn largely from the provinces of Bebar and the U.P.
which supply 17 and 11} per cent., respectively. Of the
gkilled labour, the U.P. confribute 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 still to a
large extent determines the social framework. But the
growth of capitalistic industries has largely broken down
the barriers of castes. The long period of apprenticeship
to learn a hereditary craff is no longer pecessary for employ-
ment in factories. Machine production demands labour of
general infelligence 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 wheiher
they had any training in the craft or not. A reference to
the castes of labourers employed in the cotfon mills of
Bombay shows that they belong primarily to the class
known as untouchables or the depressed class. The
Marathas, Dheds and Mahars, Chamars and Mochis are
mostly employed in mills. Amongst the Mohamedans
Sheiks and Julahs find employment in mills. In the
United Provinces the principal castes that seek employment
are the Chamars, Koris, Ahirs, 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 (Census Report, Vol. V, Po. 1T,
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aboriginal tribes while factory employment attracts seftled
population. The mining labourers in India combine wark in
mines with agricultural work. They come to 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 culti-
vation they settle in the mining area. But the bulk of the
labour force in the mines constantly change.
The migratory habits of industrial labour in India raise
important questions relating to their
mff:ﬁf:.f" mig-  standard of living, efficiency and housing
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 warkers
in jute mills "snd about one-fifth in cotton mills, In
Bombay the disparity of sexes in industrial towns is a
direct consequence of migratory habits. The social condi-
tions amidst which the Indians live in villages render it
difficult for them in many cases to bring their womenfolk
with them to the factories. It is only the lower classes that
do not observe the purdah system that bring their wives
with them. The Madrasis and Biharis are usually accom-
panied by their women, but the Oriyas and Bengalis will
not under any circumstances bring their women with them.
Amongst the Mobamedans who observe a strict purdah system
the proportion of women is still less. This disparity of
sexes is an important cause of the frequent change of
labour force. And it is in no small degree responsible
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for the immoral 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
employ a larger number of operatives than they would have
done if the supply of labour had been constant. 'I'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 staff
and this figure rises considerably in the summer months.
This absentecism 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 aunthorities that industrial labourers -

! The nomber of women per 1,000 males in the more important industrial cities,
in 1991 and 1931, was es follows :—

1921 1981 i 1091 1681

Caieutt-u and Boburbs 500 475 Delhi 673 6T
Bombay 524 863 Abmedabad 768 -
Karachi 620 607 Nagpur 864 858
Cawnpors 667 98 Bbolapur 84 880
Madres %08 e

>
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dfter they have accumulated a fortune settle permanently
in villages and do not come back to factories for work is
bardly 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.

'These considerations relating to the supply of labour
bring to the forefront the question of the
efficiency of Indian labour. The Indian
Industrial Commission pointed out *‘ Indian labour in or-
ganised industries is much less efficient than the correspond-
ing classes of labour in Western countries ; and there is
evidence to show that in many cases it does not produce
as cheaply as Western labour, inspite of its lower wages."" !
Sir Stanley Reed holds that ‘‘ The chief consequences of the
incessant migration, are a low standard of technical effi-
ciency, an absence of responsibility arising from the
treatment of factory labour as a disagreeable necessity. ?
The millowners io 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 1bs. of coarse cloth in a week of
fifty-five working lours or 468 Ibs. in all for a six-loom
worker, A power loom weaver in Northern India looks
after as & rule only one loom and can turn out at the best
70 Ibs. The difference is due entirely to the quality of
labour.®* The factory commission of 1907, holds the same
view. ‘‘Atthe present time,”’ says the Commission, ‘‘accord-
ing to the very careful calculations made by Mr. Simpson

Efficiency of labour,

1 Report of the Indian Iodustrial Commission, p. 178
! Stanley Reed, Poreword % Burnet Hurwt's Labour and Houaing in Bombay.
3 Johneon, Paper read st the Benares Industrisl Confereace, 1903,
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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 541 hours a week, the total number of bands
required would be 982, which works out a proporiion of
2'62 Indian bands to 1 English hand.””* 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 four
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.” * *‘Myown
opinion,”’ says the writer further, ‘‘ is that before the war,
taking all factors info consideration, Indian labour was in
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 8o low that the advantage of lower
wages is counteracted by smaller productivity and bigher
costs. Any comparison between the efficiency of labour
in one country with that of another is, of course, often
vitiated 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
equalised. There is no doubi about the fact that climatic
conditions contribute to a great extent to this difference in
efficiency. The tropical climate is unsuitable for strenuous

! Report of the Indian Factory Commission of 1907.
? Ainsough, Report on the Conditions and Prospects of British Trade in India s
the Oloss of the War, p. 87, 3 Jbid, p. 118,
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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 cxplana-
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 and 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 machinery. Therefore, in comparing the
relative efficiency of Indian and British labour these condi-
tions must be taken into account belore expressing a definite
opinion upon the efficiency of Indian labour. There are,
however, certain factors which apply to Indian labour as a
class and which are responsible for a considerable degree of
the inefficiency complained of. It has been mentioned that
frequent changes of the labour force are a direct cause of
inefficiency. Even in mill work an operative cannot obtain
efficiency unless he has worked for a fairly long time 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 taken up factory work
as the sole means of their livelihood and have imbibed the
traditions of work which can be transmitted to their children.!

! Tha Biyal Commizsion on Indian Lubier, howewr, dissont (rem this view.
Thoy recognise the disadvaniages that socompeny the qystem of migration frem the
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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 *‘Al]
authorities who are qualified to speak on the subject agree
that Indian Labour is content with a very low standard of
comfort.”’' 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 increases. 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.? If has been urged generally that

point of view of efficiency but have emphasised the fack that the maintensncs of
connection with the villages is an “ saset of incalcolable value.” * Ths combination
of urban and rural life brings s width of outlook which is apt te be lacking in  purely
arban popolation. Further, the villages usaslly provide s messure of insurspee
againet the effects of various changea which may reduce the earning capacily of the
worker. The indostrial workers belp to difuse throoghout the coupiryside, not
meroly their knowledge of a wider world, but & conception of liberty and of indepen-
dence that is new to village society. Industry most depend for a long tims on
villages and the general aim should be not to cndermins the link with ths rillage
but to encoursge it and as far as possible regularise it We believe thal, st the
present stage, it is not advisable, that thia stziking feature which marked the begin-
nings of Indian indostry, and hass shown soch persistenes during ifs steady
advanoce, should be discouraged.”—Report of the Royal Commission in Indian
Labour, p. 20.

1 Report of the Indian Industrial Commission, p. 179.

1 Ibid.

This view seems to be incorreck, If it were tros, it would be impossible to
raise the workers” standard of living except by coercico. *° The evideooe of un-
prejudiced observers regarding improvement in the general standard of living and the
inerease in the lavel of real wagea show that the workers’ earnings have risen, is.,
the idea of any general fixed wtandard is fallscious.......co.occrec..As the stendard
of comfort ia improved, there is an intelligible and ressonsble tendency to
sscure some increass in leisure at the expenss of part of the possible in-
crease in income.”—Report of ths Boyal Commimion ou Indisa Labour,
P- 200,
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an improvement in the standard of living is urgently called
for if we bave to expect greater efficiency of the operatives.
The standard of living of a class of people can 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 dificult
to follow the instructions of the European foremen and
a considerable part of the difficulty in industrial manage-
ment would have been remedied if the employers had been
supplied with infelligent labour. Apart from the develop-
ment of general intelligence there is an urgent need for the
improvement of technically trained labour who may bhe
employed in supervision or high-grade work. The problem
of the improvement of labour ultimately hinges largely on
the problem of affording suitable types of education.
Considerable emphasis has been laid on this point by the
Industrial Commission. *‘ Looking forward as we do to a
very great 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.””' 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 the employer no less

1 Raport of tha Indian Indostriel Commissica, p, 179.

g3
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than the employed. Public opinion in India has been
lergely aroused to the supreme need of making the facilities
for education available fo the operatives. It was often
thought that the provision of facilities for education is a part
of the duty of the employers fo their labour force but no
industrial country has imposed .this responsibility upon ihe
employers alone. Education is a social necessity and if is
now regarded as the duty of the society to see to the uplift of
its members. During the lasi 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 prevenied the attain-
ment of any appreciable progress in this division.

“ 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
Indian Industrial 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 sanitary conditions
of living. The growth of industrial towns in India bas
been 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 important industrial towns of India has increased at an
unexampled rate, as will be seen from the following table :

Houging.

Popnlation Parcentange of No of persons
in vyariation. per 8q. miie
1921, 1911-1921. 16721941 in 1931,
Calcutta with suburbs 1,827,547 43 21,412
Bombay 1,175.914 201 825 48,998
Ahmedabad . -274,007 177 113-2 24,909
Cawnpore 216,436 218 719 22,620
Nagpur 145,193 433 719 7,259
Sholapur 119,581 949 1289 7.0831

Amyitaar 160218 49 &5 16,021
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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 thaf 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 bealthy 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 labouring
population is drawn, the environment, though different from
what obtains in the town, is adapted o the social tradition
and conception of life of the workers. Though the nature
of dwellings in which the workers are accustomed to live
in villages is not superior to that provided in towns yet, in
many respects, the houses provided for the workers fail to
satisfy their social needs, The high cost of land in towns
compels the landlords to get the maximum economic return
out of it. In many cases these landlords are the sardurs
-or recruiting agents of the mills who buy or take on lease
land from the proprietors and build cufcha houses 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 is 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 eiderly children and often the aged parents live in the
same room and & screen hung in the centre of the room
provides an apology for privacy. I noticed at Goaltooly
and Kbalasipara in Cawnpore a state of things which would
shock the sense of decency of average men. Godowns have
been converted into residential dwellings without any
regard for the conditions of health and comfort. It is
notorious that in some of the houses goats and chickens
are found accommodated in the same room with the
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labourers.” The sanitary conditions of the dwellings of work-
men defy description. Dirt and filth are allowed to accu-
mulate in heaps and the approaches 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 fo remedy the difficulties of housing in
that plice. In Bombay not only the textile operatives but
dock and godown labourers, employees of the railway and
public bodies, and cooly labour generally live under precisely
the same conditions. The majority of the working classes
in Bombey are housed in chawls or buildings let in separate
tenements. The chawl] consists of a two, three or four-storéyed
building with single-room units either placed back to back
or separated by a narrow gully two or three feet wide
usually traversed by an open drain. The rooms, espectally
those on ‘the ground floor, are often pitch dark and possess,
as a rule, ore window' 2 ft. by 8 ft. which is ¢losed by the
occupiers in 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 family have been extended
‘or converted info tenements. The approaches to the chawls
abound with dirt and filth. Household refuse and even
“human excreta are thrown from the windows of the upper
floors on the sireet and into the compounds. The compound
and the approaches to the chawls during the monsoon
‘geason are veritable quagmires with pools of water. The
chawls have common bathing places used by both sexes. In
"the bathing places not only do the tepants take their baths,
‘but they also wash their clothes and utensils and collect
water for drinking and cooking purposes. The Industrial
Commission pointed out that the chawls of the worst type
did pot consitute more than ten per cent. of the whole
although many of the remainder were distincily insanitary,

.
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The extent of overcrowding in the tenements -provided
for the workers is' appalling. In Bombay
66 per cent. of the total population live in
single-roomed tenements. - Of the werking
clnsses about 97 per cent. are housed .in single rooms, and
the average number of persons per room is 4:03. .Itis also
found that a single room is.occupied by several families.
" According to the census of 1921 there were 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 share of rent by
.taking in lodgers or boarders. The percentage .of persons
living in rooms occupied by 6 to 9 and 10 to 19 persons is
221 and 10°8 respectively.

In Cawnpore 64 per cent. of the populatmn occupy one-
roomed tenements. In Goaltooly and Khalasipars, 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 Abmedabad
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 housed in busties er
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 are also overcrowded.
The houses occupied by the Qoriyas are densely congested
because they try as best as they can to economise their
expenditure on this account. Dr. Curijil, in ber investigation
into the conditions of woman labour in Bepgal, observed :
‘“ The average nmumber supposed to occupy a one-roomed
house was four adults but managers said they bad on

Overcrowding.
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.occasion found as many as eleven to sixieen persons
‘occupying one room,”’ ' One of the effects of this terrible
‘ overcrowding in insanitary dwellings has
Infastile mortality. been an appailing infantile mortality. The
rates of infantile mortality in the slum
areas of Bombay and Calcutta are 760 and 700 per 1,000
.births.? In 1920 it was found in Bombay that the average
~rates of infantile mortality in one-roomed and two-roomed
‘tetiements 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
tbat 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.”’ * 1Itisevident that the 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 Calcuita.
The need for suitable housing accommodation for the
labouring class has been recognised in
by ey, 708 recent yeats by enlightened employers and
' public opinion has also been aroused to
the gravity of this problem. I¢ is appreciated by many
employers that the future of Indian industries rests largely
on 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 accommedation for
the labourers must be kept in the forefront if some of

! D. F. Corjil, Womens’ Labonr in Bengsl Induatries, p, 15.

% The figure for the whole of Bombay was 867 in 1921. .
3 Dr. R. K. Mookearjee, Civies. pp. 150-51.

¢ Ibid, p. 2, )
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the evils of industrialism are to be avoided. Where
land is cheap such as the mill areas of Bengal and
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, bowever, experienced in
some cases in obtaining a clear title to the land and in
- coming to terms with the numerous small interests held
therein by various classes of individual owners and tenants.
Housing of labour is not regarded by the employers as
a sound commercial proposition from the point of view
of inveptment of capital, for houses are let at a rate much
below the economic rent. The rent charged by mill
suthorities for a one-roomed house varies from apnas
eight to Re. 1 per month., “* Much of the housing which
has been grected by mill authorities is not satisfactory from
a sanilary standpoint. Some of the mills are continuing
to erect lines of a bad and iosanitary type, rooms being
placed in & line back to back and with no proper arrangements
for ventilation, the worst features being evident in houses
which are double-storeyed.* The inadequacy of latrine
arrangements which are provided at a considerable distance
from the quarters is a frequent complaint made by the
workers. In Cawnpore two of the large European factories
have provided their operatives with suitable accommoda~
tion in their labour settlements—Mac-Robertganj and

! Heport of ¢'4 Inlian Indusirisl Commission, p 1353 The Inliso Induskrisl
Commisnion recommended that the local Goverament should sequire land eompulsorily
from privabe persons an behall of an industrial concern, if certain sonditions wers
satisbed. )

The Rayal Commission on Indian Labour slso sndoreed this vigw—" We ocatider
that, where employers are willing to construct hoases for emplayess, they should be
_sazisied by Goverament b0 Scquire the necsswary bailding land, provided 1hes the
schemas bave the approval of the Ministry of Health, We therefore reccnmend that
the Land Aoquisition Act be 80 amended an to pravide thet the hossing of labour shall
be deemed to be 3 work Likely to prove sssful 4o the publin.”™ Rapart, p. L,

3 Cwrjil, Womeny' Labour in Beagul Industries,
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Allenganj named after their founders. There are spacious
compounds and adequate arrangements for drainage and
supply of water. There are two schools—one for boys and
the other for girls in which education is free. There are
hospitals within the compound and also play grounds
for the recreation of the operatives. The rates of rent
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. -
It has been pointed out that nowhere is the problem
- of housing industrial labour so acute as in
Bompagrusctiviiesin - Bombay. The mills are mostly located in
U the city and the large railway and en-
gineering workshops are also accommodated there. The
demand for bousing became more pressing during 1914-1921
when there was an incredse of 40 per cent. in the number of
textile operatives in Bombay city and island. The bigh
cost of land prevents an ewployer, however enlightened he
may be, to undertake the financial résponsibility for the
construction of workmens’ dwellings., Even where the
mill authorities provided accommodation, there was no
guarantee that the operatives would work in the mills that
undertook the financial responsibility. The Industrial
Commission recorded in their report that ‘‘striking in-
.stances of this were brought to our potice in the case of
two mills, where only 57 per cent. of persons using the
-accommodation provided by the mills worked in those
mills.”” It has very often been urged that the responsibility
for the housing of industrial labour should devolve upon the
“employers but against this there is the objection that in no
country have employers been compelled by law to provide
housing for their operatives. It is, further, pointed out that
to impose on individual concerns what must in many cases



INDUSTRIAL LABOUR 185

be & heavy financial hendicap, would be undesirable and
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 enough to meet
the situation. It was, therefore, thought imperative that
Government should shoulder a portion of the responsibility.
A Development 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
acute depression.

In the solution of the housing problem in India there
has been a lack of co-operation between
the parties concerned. The efforts made
by enlightened employers to provide housing accommodation
for their operatives seem to have encouraged a tendency to
leave the whole problem to them. The local authorities
have paid little or no attention to this problem. It is
recognised by the Royal Commission on Indian Labour that
every provincial Government should take the initiative by
making a survey of its urban and industrial areas to ascer-
tain the exact nature of the problem. Further, conferences
may be arranged to give effect o any practicable scheme
that may be put forward by the Government. 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
‘publie, the housing problem will remain unsolved and
many of the evils of industrialism will be perpetuated.
The wages of labourers in the mills were nct responsive
RBoonomic esndition, 0 €CODOMI0 changes in the latter part of

24

Lack of Co-oparation.
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the nineteenth century. 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 :—

Rs. 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.

It is to be clearly inferred from this that the economic
condition of the workers in texiile trade deteriorated during.
this period. But the question was a comparative one, The’
wages offered by the mill industry were higher than other
industries, 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. “ Therise in the
wages of industrial Jabour has not also been as large as in
the case of raral 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 money wages notwithstanding an
increase, are not now sufficient, to buy the same quantity of
commodities as before *’? In the current century the in--
crease obtained by the'’employees in jute, cotton, wool and
Jeather factories was satisfactory. In these industries the

3. Report on an Enquiry isto the Rise of Prices in Indis, pars. 408.
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lebourers 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, bowever, 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 :

Jute Industry (weekly wagen)
1914 1022
Rs. Rs.
Carders 2 20
Spinners 845 5
Winners 88 68
Beamers 47 78
Weavers 565 ]
Cotton Industry (Cawnpore)

Blowing & Card Room Mule Room Throstle Room Weaving Room

-] a o
2E R E T g i 5
g8 KR £ B £g3

n..n.n..n..n.. Bs. Rs. Re. Rs. Rs Ra.

1914 77245 5 943 . 55 725 ... 48 8905 45 48

1921

Fixed wage .

GArners

including 18%0 ... 12 19t0...13%0 17%0...12¢%0 17t0...12%0

bonus. 10 20 14 20 14 27 14

It will appear from the above tables that 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 the increase in wages was greater than
in the jute industry. In the Bombay cotton -mill industry
an inquiry conducted by the Bureau of Labour showed that
the average daily earnings of those men who worked full-
time were Re. 1-5-6. Nearly 90 13 .¢. earned between 12 annas
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to Rs. 2-4 per diem. The average monthly earnings were
Rs. 84-15-2 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.e. and if
is therefore to be inferred that the economic condition of
the labourers improved substantially after the war.!

The Boyal Commission on Indian Labour came to the
same conclusion. They observe in the report: *‘In 1920
and 1921 there was a general rise in wages ; prices reached
their highest point in the antumn of 1920, and the general
tendency thereafter was downwards, so that by 1923 the
works were generally better off than before the war. Since
fhen 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
momen$ than at any previous period.”” * Btatistics of wages
in India are imperfect and the only reliable figures are
those supplied by the Bombay Labour officg.. These figures
relate to 1926 and were published in 1930. They indicate
the earnings of the operatives in the three important
industrial centres of the Presidency of Bombay :

! Workers who worked
[Average m nthly without sny absence,

Group. Centra, esrniogs of all
workers.
%, age. | Average montbly earnings.
Bs. 4. P. Rs. a4 P
Men Bombay 8710 2 58 4 8 8
Abmedabad 56 88 4 0
Bholapur 2815 & 81 26 10 2
-Women Bombay 1712 4 33 20 4 6
Ahmedabad ea 50 211 6
Sholapur 915 7 25 1 8 7
Children | Abmedabad 70 9 4 6
Sholapur 510 4 86 61810

1 An Enquiry ivto Wages ani Hours of Laboar, Bombay, p. 20,
2 Repart of the Royal Commission on Indlan Labaar, p. 198,
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The Jute Mills Association furnished the following stafe-
ment of wages to the Royal Commission on Indian Labour
and the figures relate to the year 1929 when the milla were
working 60 hours per week but since then the mills have
reduced their working hours: -

Multiple Bhift. Single Bhilt.

4-day wesk. 8-dsy week.
Bs, 4 Pm Ra. A P Rs. 4. P
Backing weaving 8§ 29 9 8 0 g 8 0
Hessian weaving 5 15 0 7T 49 8 4 8
Sacking winding 4 0 8 5§ 18 6 12 0
Hessian winding 4 8 7 5 8 0 6§ 12 O
Backing spinning 2 9 86 8 4 9 4 20
Hessian spinning 8 0 8 B 14 O 4 20
Batohing 212 9° 3 9 9 4 538

The earnings of the operatives indicate that their
standard of living caunot but be extremely poor. An en-

quiry into the family budgets of the workers in Sholapur
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
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 important factor which affects the economie condi-
tion of the labourers is their indebtedness. There are no
reliable data regarding the extent of their indebiedness. But
in Bombay it was shown by Mr, Findlay Shirras that no
less than 47 p.c. of the families were in debt to the extent
of two to three months ' earnings.'! ‘ Interest on debts

4n Roquiry in\e Wages and Houses of Lebowr, Baubay, b 90,
- .
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shows an average expenditure of nearly 3 p.c. of the  total
monthly expenditure.

This heavy burden of indebtedness seriously impairs the
efficiency of the industrial operatives of the country. There
is little incentive to extra exertion if the increased earnings
pass on to the pockets of the money-lenders. The problem
with which we are confronted is how to eradicate this evil
of indebtedness. With regard to the causes of these debis
it is pointed out that the debts of the industrial worker
are mainly due to extravagant expenses owing to
marriage. . Births and deaths in the family and
unemployment due to sickness also account for indebted-
ness. In addition, the habit of indulging in intoxicating
drugs is no less responsible for debts. The problem
of indebtedness of the workers does not present an easy
golution. Too often the labourers are coerced to incur debts
by social pressure and unless they are educated, it would
be beyond their capacity to throw off the influence of
custorn. Nor does legislation offer any easy solution for it.
Tt is common knowledge that the Usurious Loans Act of
1918 has proved ineffective. It is often suggested that
Co-operative Credit Societies which, are relieving the
agriculturists of the burden of high interes rates might be
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. The Royal Commission on Indizn 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 fo invest

1 ¢ There is & geoeral sgreement s6 to the main fact and we are satisfied thet
the majority of industria] workers are io debt for the greater part of their working
lives.ce.cucoe It is estimated that in most industrial centres, the proportion of families
or individuale who are in debs is not less than two-thirds of the whole.”" Report of
the Boysl Commission on Indisn Labour, p. 3M.

-
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their funds in loans to workers. The steps suggested by’
them are that the salaries and wages of the workers up to
Rs, 300 should not be attached by courts nor should they
be imprisoned for debts. But these measures are not likely
to remedy the hardships of those workers whose earnings
hardly cover their necessary expenditure,

But the most important reform that isneeded at the
present moment is that there should not be a great delay
in the payment of wages. The prevalence of a monthly
period of payment iz 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 bardly existed in India.
The memorandum submitted to the Royal
Commission on Labour in 1892 recorded
*‘ No labour problems of a serious nature have yet arisen be-
tween employers and employed, consequently, with the excep-
tion of the Mill Hands Association, Bombay, no association
of operatives for the purpose of dealing with trade disputes
has been established.’’' As regards this Association the
memorandum added ‘*it is quite in its infancy and the
men have still such an inberited dread of and respect
for {heir employers that the combination is at present
weak."’

Trade unionism is a very recent development in the
industrial organisation of India. The severe economic
distress due to the high range of prices towards the close
of the war gave rise to considerable industrial unrest in
India. This industrial unrest brought into existence a large
vumber of organisations among the workers in the different
industrial centres of the country. These organisations

Trade Unions.

mgumwnmﬂmmvokmgms
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bava been chiefly formed by sympathetic 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
these 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 Disputes Committee of Bombay described
these organisations as “* little more than strike committees,
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 Girni Kamgar
Mahamandal (Mill Workers’ Association). The objects of
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-
{ween the workmen and their employers ;

(3) to endeavour to improve the conditions of work in
the mills;

(1) to improve the condition of workmen by initiating
schemes of benefit insurance, provident funds, co-operative
credit sociely and medical relief ;

(5) to maintain funds for the relief of members when
gick 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 buf these
are not strictly adhered to. Thus the Cawnpore Mazdur
Sabha or Labour Union bas a by-law, ‘' That there shall
be nostrike 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: ‘‘ 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.
It was not able to enforce discipline among its members.” *

As a consequence of lack of discipline among members,
the woployers are reluctant to recognise unions. But it is
worthy of note that the beginning of trade union movement
was fraught with difficulties in every country that succeeded
to place the movement on a sound footing and it is not sur-
prising that mistakes 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
the industrial life of the country. The organised labour in
Bombay fluctuated considerably during 1922 and 1926 as
the following table shows :

1923 1923 1924 1925 1926
99,000 93,600 98,500 51,623 59,544

}  Latter from the Secretary, Employers® Amociation, 14th Jaly, 1921,
a5
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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 fotal 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 fo be organised.

There are no data available regarding the total number
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 unions can occupy an important place in the
economic organisation of the country.

1 R. N. Gilchrist, Profit Sharing and Co-partnership, p. 262. “ In Bengal
during the Inst four years (1990-1924) 73 labour organissticos were formed but the
membership is qcite problematical,”

% Atthe end of 1929, 87 unions claiming 188,000 members had been registered
under the Trade Union Act: of thess 38 with 90,000 member were registered in
Bombay Presidency. The All Irdia Trade Unioa Congress bad affilisted to it in
December, 1939, 51 oniops elsiming 190,438 members. Vide Repoet of the Royal
Commission on Indisn La‘oor, p. 341.



CHAPTER VII
LaBour LEGISLATION DURING 1881-1911

The development of Inrge-scale industries in India gave
Modorn  indontsi rise to a demand for humanising the con-
ern  industries ..
3nd the noed for rega: ditions of employment of labour. In
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 modern industries, but the long hours of labour
became a standing disgrace from a bumanitarian point of
view., The work for 13 or 14 hours & day in heated, ill-
ventilated and uncongenial surroundings imposed such a
strain upon the physique of the operatives that they were
prematurely used up. The life and the limb of the worker
“were exposed to the risks of accidents and there was an utter
disregard of human lives in manufacturing industries.

In the beginning of the nineteenth century the bhumani=
tarians of Great Britain began 1o insist on legislative inter-
ference 1o improve the conditions of employment in factories.
‘But, legislative interference with the freedom of disposal of
labour and capital was contrary to the accepted economic
phbilosophy of the time. It was apprehended that inter-
ference with the employment 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 idleness, 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 as free
agents. This class of labour has found in trade wunion
organisation an agency to improve its conditions of employ-
mentz 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
couniries that began to adopt the British industrial
methods.

In India, it was in the latter half of the nineteenth cen-

Boginmiog of ths tury, that the capitalistic i_ndustrifes began
Pactory Legislationin  to develop. The two industries that
Todis showed signs of industrial 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 philantbropist, who first invited
the attention of the Secretary of State for India to the condi-
tion of Indian factories and urged the interveniion of
Government on behalf of the workers. But the question of
legislative regulation of labour was not taken up till 1874.
In the Administration Report of the Cotton Department,
Bombay, for the year 1872-73, Major Moore, the Inspector-
in-Chief, gave an account of the condition 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 the early years of the Industrial Revolution.’’ !

About the same time Mr, Alexander Redgrave, H. M.'s
Inspector of Factories, in his report for 1874 observed : ‘*We
see & cotton industry springing up in India, extending with
rapid strides, and it behoves uws to enquire whether that
industry is carried on upon the old lines of cotton manufac-
ture bere, and if it is so carried on as is the common report,
by factories working fourteen hours a day, it is well that
legislature should step in while the industry is, so to
speak, in its infancy and by wise and moderate regulations
stop the growth of habits of long hours and of the employ-
ment of child labour.”

These reports made the subject of factory labour in
India a matter for public concern. But
{bhe bumanitarian aspect of the question
was coloured shortly by the tariff contro-
versy of 1875 which centred mainly round cotton duties. As
» result of this controversy, the cotton industry began to
Joom large before the public and the whole commercial
atmosphere was surcharged with bitterness and jealousy.
The British public apprebending a loss of the Indian market
began to press for bringing about an equalisation in tibe
conditions of production in the two countries.

Agitation of Lanow-
shire,

1 Precsedings of the Lagisialive Council of the Governar-Genaral, 1873, p. 840
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On the 8th February, 1875, Mr, Anderson (member for
‘Glasgow) asked the 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 the protection
and health of the women and children employed ; whether
bis attention has been drawn to statements that these
women and children are systematically worked for sixteen
hours a day and in many cases even including Sundays ; and
whether the 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- the
subject which was engaging the attention of the Secretary
-of State.

As & 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 the appointment of this
Commission, the Earl of Shaftesbury, 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.
In the course of the debate on this question he observed
‘{hat 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 a commercial view
“which could not be ignored. 'We must bear in mind that
India has the raw material and cheap labour, and if we
allow the manufacturers there to work their operatives
sixteen or seventeen hours and put them 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 attributed 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 bas reason to be grateful to
Lancashire at least in this respect. The Indian workers
were illiterate and could not voice their grievances but the
factory owners looked upon this agitation as 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 otber hand,
the protection afforded to labourers was a real boon fo the
industry.

The Commission appointed by the Government of

Bombay was asked to enquire into and
,,r,;'.j""’ Commission  report on the present condition and system

of work in the factories in Bombay and
its vmnmt.y 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 persons and
children, for the protection 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 tbat the abuses complained of, were not
serious enough to be deals with by legislation. The factory
people were as a body in many respects quite as well if not
better off than most persons in the 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 children
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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
daily 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 times during the day, accord-
ing 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 these fecommendations but rejected others
as being too advanced for the country. In 1879 the
first Factories Bill was introduced in the Legislative
Council. The Hon'ble Mr. Colvin, in
aoThe Firt Fectod  jntroducing the bill, observed : *“ It is clear,
however, that as regards employment of
children and the protection of machinery there was room
for abuses ;. that these in some places already existed and
that there was good reason to apprehend their increase with
increased competition. It was showp also that Bombay
was not the only province in which legisiation was required,
and that the evils described were making their appearance
under other Governments, A good case was therefore
shown to exist for the enactment of a regulating measure.”’*
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 measure which could be put in force by Local
Governments when the occasion arose, The bill raised two
questions of principle :—whether there was any justifica- -

Governor Genersl's L. C. Proceedings, 1870—the Bpeech of the Hon'ble Mr.
Colvin. .
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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 a
particular province. Indian public opinion was not at this
time sufficiently developed to pronounce a reasoned  verdict
on the question of legislative inteference with child labour.
Maharaja Sir Jatindramohan Tagore, who voiced Indian
opinion, pointed out that ‘‘ Bengal Governmeni{ and
intelligent public opinion here held .that such a measure
was Dot only unnecessary but that it would be positively
injurious. European capital and European energy were
being gradually drawn into this country to its immense
advantage, and any uncalled for legislative intervention
between labour and capital was, it was believed, sure
to operate as a check in that direction, and that
such a result could pot but be considered as a mis-
fortune to the country.”' 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 ° permissive’ had a very seductive sound,
conveying a sense of fair dealing and adaptation to local
circumstances which gained for it much popular favour.
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 what the law declared to be wrong.”” * The
Select Commitice on the bill disapproved of the ¢ permissive™

character of the bill and amended it as an all-India
compulsory measure. The Bombay Millowners® Association
observed : *‘ The bill, as originally proposed, would have been
a grave injustios to the Bombay factories, which would have
been placed under a serious, if not ruinous, disability in

L] Gomed\leMgu.l&l, p.ﬁl..
3 Jbad, p. 101,
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their compefition with other places in India, into which i
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
named 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 guestion 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 out of 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. If they were
not allowed to remain in the factor§, they would either be
turned out to absolute idleness or to seek for mapual laboor
elsewhere.”’ ! To recommend 9 hours’ labour for young
children was nothing but cruoelty and it was provided simply
to satisfy vested interests. The apprehension thai children
after six hours” work would be engaged elsewhere was
illusory. The bill as passed by the Legislative €ouncil in
1881 fixed the minimum age of employment at 7 years and
“children were defined as persons between the agvs of 7 and
12 whose hours of employment were fixed at 9 hours,
Children were to be given one hour’s rest every working
day and four holidays every month. It was provided that
the Local Governments could at their discretion appoint

1 Governor General's Coancil Proceedings, 1881, p. 89.
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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 district. Machinery was to be properly
fenced and certain classes of factories such as indigo, tea
and coffee factories 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 if
established the principle of legislative interference with
the unrestricted employment of labour in factories,

After this Act had been in force for some fime the
Bombay Government began to press that
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 wmuch as children. They
therefore pleaded for special powers to pass a separate
legislation for Bombay. Meantime in 1883 Mr. King, one
of His Majesty’s Inspectors of Factories, was deputed by the
Secretary of State for 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. 1¢
was urged that ‘* The eondition of the factory is reflected
in the condition of the work-people. ~When the one is well
ordered, healthy and cheerful, the people are the same ;
when the one is neglected by the master, dirty and
ill-arranged, the people are almost sure to be morally and
socially inferivr, and carry the influence of the factory into
their homes.”"' The Sanitary Commissioner of Bombay
stated : *‘ That the condition of the mills in India was
generally far from being as bad as he had been led to expect,

Defocta of the Act
1881,

1 Repurt of the Bombay Faciory Comauasion, 1664, p. 6.
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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 hLow inadequate was the protection
afforded to the 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
Indiani Act children between 7. and 12 were protected
and that very inadequately. These criticisms necessitated:
fuller information on the employment of labour if there
was to be further advance in the matter. The consequence
was' that the Government of Bombay appomted another
Commission in 1884,

"The Commission of 1884 deprecated any spec:al Iegxs]a-
The Commission of 1100 for Bombay. They saw no valid
8t - reason as to why the trade of Bombay
should be handicapped and subjected to most unfair competi-.
tion. Further, the Act of 1881 did not provide any safe-
guard against overwork. °‘‘If the law bhas hitherto been
obeyed, such is ascribable more to . willingness on the part of
the owners than to the effect of supervision. We may
however ‘conscientiously say, that we fear that many cbil-
dren are worked full time.”’ ' .In Great Britain to eoforce
the law against overwork it ‘was found absolutely necessary
not merely to fix a maximum period of labour but also
mazimum limits within which such period might be taken.
It was pointed out by the Commission that women were
very often overworked. They could be worked as long as
mien or from sunrise to sunset, i.e., 11} bours a day or 804
bours in & week in fhe cold weather and 14 hours a day or
98 hours a week in the hot weather, and if an artificial Jight
was used they might be worked day and night for days conse-
cutively and that ‘‘ such excessive labour is exacted in the

! Report of the Bombay Pactary Commission, 1884, p. 10.
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small ginning and press factories of Khandesh, is distinctly

proved by the evidence before us.”" Mr. R. F. Wadia in his
evidence before this Commission observed: * In busy

seasons, i.¢., in March and April, the gins and presses some-

times work both night and day with hslf an bour’s rest
in the evening. The same set continue working day and"
night for about eight days.””! The Commission thus made
out a case for further legislative interference. Their recom-
mendations were as follows :—

(1) Provisions corresponding with those contamed in the |
English Factory Act should be embodied in the Indian ’
Factory Act to ensure that factories are maintained in' a -
satisfactory sanitary condition.

(2) No child of less than nine years of age ‘should be‘
employed in a factory and no child should be employed for
more than nine hours in the 24, the working hours being
from T a.M. till § p.M., one hour being allowed for meals or
rest. In the case of a child having some educational qualifi-
cation, the age of admission to a factory may be eight.

{8} No mill hand should be regarded as an adult until the
age of 14. An exception to this rule should be permitted in
the onse of persons who had satisfied a certain educational
test and such persons may be treated as adults at the age
of 13.

(4) No womah should be employed in a factory for more
than 11 hours in the 24 and women’s working hours should
be from 6 A.M. till 6 P.M. with an hour's interval for rest
and meals.

(5) Sunday should be a holiday for women and children.
Provision was made in the Act of 1881 for granting four
holidays to children in the month. The Commission ndvo-
cated the extension of the law to women. “Onan average,”’

Y Jbd, p. 18
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they pointed out, ““only 15 holidays are given throughout
the year in Indian factories. In England besides 10 holidays
there are 52 Sundays and 52 half Saturdays makmo a total
of 88 days cltogether,””!

(6) All factories in which not less than 10 women or
children are employed, in which steam, water or mechanical
power is used or where manual Jabour is exercised, should be
brought under the operation of the Factory Act irrespective
of the total number of hands employed or the number of days-
in the year during 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 employed,
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 & child who
fulfilled a certain educational test, should be allowed to
commence 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
aﬁd 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 pf
their physical powers. Tbe Governor 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, 8. 8. Reogalee and Dr. Blandy pressed to make Sunday s holiday for all
operatives, They rerrarked : * Those who sre onacqusinted with the working details of
textile factories in Bombay, but are intimste with the same indosiry in Englaod are
Liable o entertsin the opinion that by prohibiting the employment of women and cbil-
dren -on Bundays factories could not work snd therefore sdalt males woald shereby
be unavoidably benefited, But to think so would be & mistake for the percenisge of
employment of adult males in textils faclories is considersbly bigher than in Grest
Britain.”
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-male adults, Indeed, legislation would seem fo be more im-
peratively 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 miserably
paid employees than it was in the instance of larger mills.*

In 1888 Mr. Smith and Mr. James Maclean called
Renewed interest  @ttention to the hours of labour in Indian
of Lagcashir, factories and the absence of any provision
in the Factory Act rendering a certain number of holidays
compulsory. They enquired whether the Secretary of State
for India would consider 1he expediency of recommending to
the Government of India the desirability of applying the
English Factory Act to India. The Secretary of State for
India in his despatch, dated the 8rd May, 1888, culled for
information on the working of the Indian Factories Act and
on the system of factory inspection by Magistrates. It was
urged in the same despatch that Mr. Jones, a former Inspéé-
tor of Factories in Bombay, had alleged long hours of work
and few holidays in Bombay factories, occasional withholding
of wages from labourers, the incompetency of mill managers,
the dangerous character of many mills, the inadequate fencing
of machinery, and the ill-ventilated and filihy state of many
workrooms. On the 5th November, 1888, the Manchester
Chamber of Cummerce 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 provisions of the British Factory Acts, so far as they
relato to the employment of women, young per-ons and chil-
dren, should be extended to and include the textile factories
of India.”" The Madras Chamber of Commerce expressed

“their disapproval of the assertion by Manchester, of a claim
to bave the labour of this country regulated by the
labour in rivalry with it elsewhere. They observed : ** The

1 Mnﬁmdthemmntof&mhyulhhpondlh-rm
Commission of 1554,
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alleged desire ‘ to lift up the poor people of India and to
improve their condition ® has so little to do with the
demand for justice for the Indian operatives, that it may
be eliminated from the consideration on 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 interests of humanity to which allusion was made at
the mesting und:r notice, may be reasonably supposed to
have exerted some influence on the supporters of the
motion.”” ! The Chamber did not deprecate legislation on
-the subject but submitted that it should be guided mot by
_the desire to procure uniformity with similar legislation in
-England but by an enlightened parception of what would be
conducive to the welfare of this country, irrespective of the
demands of competing interests. The Government of India

" in their letter, dated the 5th March, 1889, expressed the

opinion that the English Factory Acts were inapplicable to
‘the present conditions of labour in Indian factories. They
held that the work of the opcrative in India was far more
desultory and less exhausting than that of an operative in
England and that provisions which were rendered necessary
by the exacting nature of labour in English mills were not
demanded in the interests of the Indian operatives who
would indeed, be prejudicially affected by them, while they
would impoze a neelless and uncalled for obstacle to the devel- -
opxent of industries in India. The Government of India
however agreed generally with the recommendations of the
-Bombay Commission except that they considered “that holi-
days for women were unnecessary. In regard to the inspec- -
tion of factaries they endorsed the opinions of the Local
Governments and administration which declared that the

system under which the work of inspection was undertaken . -

1 Repart on the working of the Indian Factory Act, 1839, p. 0,
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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 pressed (1)
that all mill hands be allowed one complete day of rest
every Sunday ; (2) that half an hour's recess be sllowed
them at noon every working day ; (3) that work in mills
should commence at 6-30 o.M, and cease at sunset. They
felt the pernicious effects of the long bours of work and
wanted the millowners to realise that the loss fo them from
vvertaking the energies of their servants by theé unnatural
sysiem of incessant work for nearly 14 hours a day was far
greater than they were aware of.

The Government of India drafted a bill to amend the
Factory Act of 1881 in the light of the recommendations of the
Bombay Factory Comission but this draft bill did not satisfy
the British public who wanted greater restrictions upon the
employment of children and women. The Blackburn and
District Incorporated Chamber, in their letter to the Secre-
tary of State for India, dated the Gth February, 1890, pointed
out the great discrepancy between the proposed Indian Fac-
tory Act and the Factory Acts ruling in England and prayed
that the Act now before the Legislative Council might
receive further and fuller coosideration. A comparison .
between the English and the Indian Law showed the follow-
ing state of things :

To England, To India,
Bours. Hears.
Female onir 18 10 11
Mals and femnale betwesn 10 Femals 11
14 and 18. Male—no limitation
Mals and females between 5 9
10 and 12,
Male and female between 9
9 and 10.

a7
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The Chamber urged that the draft bill permitted children
between 9 and 12 years of age to work for 63 hours a week
or for 63 bours longer than the adult factory bands 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 half time, i.e., 28}
hours.

That the temperature in some parts of India where fac-
tories exist fluctuates 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 witb England. Itis
true that the interests of humanity demanded that 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 illusory. 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 Secretary of State compelled the Government of India
to defer. the consideration of the bill for some time.
Before proceeding with the bill, the Governor General in
Council desired fo ascertain by means of an enquiry con-
ducted in the different centres of factory labour, the viewsand
requirements of the Indian operatives themselves as to'the
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restrictions lo be imposed upon their labour in factories.
Pestory Commission - COmmission was appointed by the
of 1890. Government of India with the following
terms of relerence :

(%) Is the limitation of the hours of work for women
to 11 in any one day proper and sufficient in view of the
conditions under which factory labour is performed in
India and do the female operatives desire that the day’s
work should be limited to this amount and if not to what
amount ?

(2) Should the law draw a distinction between young
persons 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 if so of 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 under which they work demand that it should
be adopted P

Referring to the question of the limitation of the hours of
work of women the Commission found that women were
maiuly employed in the cotton, jute and woollen industries.
In the cotton indusitry 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
gave 4t as their opinion that as a rule they worked less
than 11 bours and as piece workers they could and did take
such  ntervals of rest during working hours as they liked for
necessary purposes.' [n the jute industry a larger proportion

1 Raport of 1he Tndian Factory Commissios, 1590, p. 8.
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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 usually nine and never
exceeded ten. The limitation of the hours of labour {0 11
would inflict injury upon 20 per cent. of the female
operatives who worked with moving machinery in the
cotton industry. In the interests of these 20 per cent. of the
women labourers the Commission observed : ‘‘ If the hours of
labour are limited to 11 for women working with moving
machinery, we are convinced that, without any exception,
these operatives will be replaced by male adult operatives or
half-time children.””* 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 profection of women an exception
should be made in the case of such female operatives 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 restriction too absolute.””?

With regard to the age of childern the law of 1881 was
practically ineffective, as is is impossible to guess with ac-
curacy the age of any child who may be over ten and under
thirteen. The result of the law of 1881 was that huhdreds
of children between the ages of 9 and 12 were employed
in India as full-timers doing 12, 13, and 14 hours’ work

1 Jbid, p. 6.
T 1bid, 7.
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to the great detriment of their health. "It was urged that

administrative difficulty would defeat the creation of a

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 m

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 systiem would be
the only solution of all the difliculties which surrounded the
present question. The extreme half-time should be fixed at
6% bours. 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, and the guardian as
well as the employer were made responsible for seeing that it
was not broken, we are confident that for every hundred
cases in which the law is now evaded, there would not be
more than one case of a child found working in two factaries
on the same day.’™!

Referring to holidays the Commission proposed tha’t
provision should be made in the Act for securing to male
adult operatives the same holidays as were recommended for
women and children. The Committee of medical experts
appointed by the Government of Bombay in 1884 reported
that in the interests of the general health of the operatives,
it should be compulsory to allow certain periods of rest in
the day and a certain fixed number of holidays, say four per

1 Rejort of the Indian Pactary Commission, 1890, p. 10,
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month. The Indian operatives were unanimous in demand-
ing the concession. As to restriction on the employment of
adult male labour the Commission were opposed to legisla-
tive interference with the employment of male adult labour.
They held, ‘“ There is nothing in the conditions under which
Indian operatives work which calls for any legislative res-
trictions as to tbe hours an adult male may choose to work.
Nor can we conceive any conditions which can ever call for
state interference in the matter.’’!

Following the recommendations of this Commission the
Act of 1881 was amended by the Act of
_ 1891. This Act was a distinct advance
upon the previous Act in the matter of safeguarding the
interests of labour. Smaller factories were brought under
regulation as it was provided that the Act would be appli-
cable to establishments wherein not less than 50 persons
were employed. Tbe 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 system of employment in shifts or sets
approved by the local Inspector was not in force. The
minimum age of employment of children was raised to 9
and no child was o be employed in any factory between
8 P.M. and 5 A.M. and should not actually be employed in
any factory for more than seven hours a day. The age at
which full-fime 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 1l hours’ work and every child
should be allowed an interval of rest for at least haif 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

 Factory Act of 1691.

1 Report of the Indisn P_wtory Cotumission, 1890, p. 14,
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‘Iabour legislatior in India- Agitation, enquiry and discus-
‘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 operatives.
The Act of 1891 satisfied Lancashire interests. But
egitation shortly commrnced from another
pupgiation of 8 quarter.  Hitherto, agitation centred
chiefly round the cotton industry but now
‘the jute manufacturers began to express their dissatisfaction
~with the Indian Factory Act. During 1875 and 1890 the
jute industry made considerable progress. At the same time
the introduction of electric light in some of the factories
“brought the question of night work to the forefront. The
jute industry worked under a system of shifts and the law
relating to the probibition of night work of women was not
made applicable to it. The Dundee Chamber of Commerce
complained against the laxity of the Indian Factory Act
which permitted women and young persons to work 22 hours
under the shift system in the jute industry. The Bengal
‘jute industry was, thus, in unfair competition with the home
industry and it was proper that *‘ factories conducted by
subjects of the Crown, and equally uader the contol of
Parliament whether in India or at home, should be subject
to similar conditions ; particularly, that they should not be
allowed to employ women, young persons or children before
six in the morning or alter sunset at night."*?!
The Bengal Chamber of Commerce in their reply attri-
‘buted this interference of the Dundce Chamber to their
complete ignorance of the working of the manufacturing
industries in India and condemned the spirit which dictated
it. ‘‘Put boldly,” they observed, “'it is a claim that
“Parliament shall at any cost protect Dundee and similar

1 Report of \be Chiel Inpeckor of Puctoriss of Gread Britain, 16%, p. 231,
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‘manufactaring centres against India and the development of
‘those industries which are beyond question indigenous to
India.””* "Colonel Meade ‘King, Superintending Inspector
of British Factories, joined issue with the Dundee Chamber
and expressed the view that ‘‘ A comparison between the
"working hours of British and Indian operatives discloses
“that some of our home manufacturers, especially in Dundee
"and parts of Lancashire, are severely bandicapped in their
“competition with manufacturers in India and it seems ques-
‘tionable whether the Bengal Chamber were quite justified
‘in resenting the claims of Dundee Chamber so emphatically
‘a8 they have done on the groudd of competition or jealousy.’’
“Correspondence ensued between the Secretary State of India
-and the Government of India with regard to the administra-
tion of the Factory.Act. and the employment of women and
younﬂr persons with the result that the Government of India
R appointéd a Committee in 1906 to enquire
'cou"}':;:t'.:?or lg'("g‘_"’“' specially into the conditions of labour in
' the-textile industries. The terms of refer-°

.ence to-the Committee were as follows :—

!

1) Wﬁéther ‘the ﬁorking Eours of adult .males should
be, lumt.ed -and  whether the phy-,lque of the operatnes 18

~affected by-long hours. -
(2) Whether: before cluldren are allowed towork in

. Factories, certificates of ave and fitness should be required.

(3) Whether the ininimum age of children . should be
raised ‘beyond 9. -

(4 Whether as the result of employment as adults, of
persons between the ages ~of twelve and fourteen, there has
been physical deterioration requiring the creation by law of

- & special class of persons known as young persons.
~ (5) Whether a’ separate staff of medical factory 'in-
spectors should be entertained. |

:l bedp P .m-
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. The Committes found that the intreduction of elastrio
light in Indian mills led fo excessive houry of - working.
The machinery of certain miils was in motion frow § 4.3,
10 9 P.M. aud in others the hours of running were less bu
in busy times were generally increased. This wag the perind
.when China market was active and mapy mills worked long
bours ta increasq their output. The Bembay Millowners’
Association failed to arrive at any agrepment regarding res-
triction of the hours of working the mills. The Commitiep
expressed the opinion that anything short of legislative res.
triction would not prevent the abusea nf overwork of the
adult male operatives. They recommended that the actual
period of the employment of the adult male operatives should
be limited to 12 hours and g compulsory rest fox half ap hour
between 12 nopn and 4 .M.

They further recommended that the law should require
tbat no child under the age of 14 years ‘ shall’ be employed
in factory until be produced & certificate of age from the
certifying factory surgeon. With regard to $he raising of
the minimum age of children, the Commitiee were reluctant
to raise the age, as educational facilities for schoo] ajten-
dance throughout the country were inadequate. They appre-
hended two evils from ths raising of the minimum age of
chnldran-either many of those ohildren would be employed

in places not under the Factory Aet where the conditions of
labour were much worse or if unemployed they would possibly
be idling in the bazaars instead of earning s small sum towards
the family expenses. The age a$ which full-time work is fo
be taken should be raised to sixieen. The Committes
deprecated night employment of women. Such smpolyment
would not oply injure the health of the operative byt that
of her future offspring. There were over 1,000 ginning mills
in India, in a large proportion of which the health of women
was being injured by night work., I{ was alsp obeerved
that in the case of night employment of women the home

98 _ _
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‘woilld be-neglacted, ‘and- children would be uncared for.
The Commiittée therefore recommended -the prohibition of
night work for women. They also urged that serious
attention should be paid to the homes and surroundings -of
m1]I bands. - - -

- In° the resolutlon in which the Grovernmensb of India

-n., commm,onog decided to- appomt ‘the Textile: Factories
1807:08, ©.» %7 . Committee it was provided that should
‘their report estabhsh the existence of abuses which required
to be ‘temedied, a representative Commission would - be
appomted -fo-examine‘the whole subject comprehensively
!before any radical changes were made in the existing factory
'law The Committee was of opinion that several alterations
T-$he: Act - of -1891 “were - -necessary. ‘A Commission was
therefore appomted in respect ‘of all factories in India to
mvestlga.te the questxons referred to”the Commitiee of
1906. -~ This Commlssmn made an exhaustive enquiry into
the oondmons of- labour nof merely in textile factories but
in ‘all factories.- Thexr ﬁndmga on the question of ex-
cessive ‘hours were -the same as those mentloned by the
Uommlttee of 1906:

.In Bombay in the mllls fitted with electric light the
operatrves worked 14} hours. - In
~ Ahmedabad -in ‘the - longest ‘day they
worked 13} hours, The Miliowners™ Association in Bombay
was powerless to ‘enforce their resolution in favour of & 12-
homj day as against the individual members of the Associa-
tion: Their dlﬁiculty to enforce a twelve-hour day was
accentuated by -the -attitude adopted by the’ employees in
geveral mills when they found that a reduction in the work-
1né bours led to'a corresponding diminution of the wages:

The weavers m the jute lmlls were mvanably on duty for’
bi Caeer s . e

3 Long horurs of work

14
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the full number of hours during which the mills worked,
-i.e,, from 5a.M.to 8 p.M; In Delhi- the working hours
~were very long. In -the cold season the mills actually
worked 13, 13} or even 14 hours a day. In seasonal facto-
ries, such es cotton ginning, the gins actually worked: for
about 12 hours with one set of hands and 24 hours-with a
"double shift. In some cases the gins -worked up to 15
hours and in ‘rare cases up to ‘18 hours with one set of
hands. Whether these excessive hours of work "caused
physical deterioration, the Commission. were unable to -give
an unhesitating and clear verdict. The medical evidence om
the subject was conflicting, as it was not possuble to trace the
life-history of a large number of operatives. - But Dr. Nau,
one of the members of the Commission, observed ;¢ Intense
and concentrated labour in a cotton mill for 13 or 14 houra,
"day after day, is beyond the physical endurance of ordmary
human beings. In all our: inspections ‘of mill operatives,
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 brea.kdown which unfits hlm for any
further mill work.”!"

The law relating to balf an hour 8 mterval in. the muist
of the day was not observed in the case of
the jute mills so far as the weavers were
concerned. It 'was not also observed in the cotton mills in
Calcutta and also in seasonal factories.

In the United Provinces, the Pun;ab Southern- Ma.dras
and in the cotton mills of Bengal, children were habitually
worked during” the whole running hours of the factories in
pure disregard of the Jaw.* In the jute mills the proportion
of underage children employed as half-timers amounted . io
30 or 40 per cent. of the total half-timer staff. -In- two

Midday rest not ob~
sarved.

1 Dr. Nair, Minote cf:Dissent, p. 89,
2 Report of the Factexy Commismion, 1907-08, p, 16,
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Hattosrs wockad mills in Bombay 18 per cent. of the half-
s foll-timers, timers worked as full-timers. The Com-
missioti therefore observed : ** The employ-
ment of children on full time, and the working of underage
thildret are the most serious abuses regarding child labour
~ whick we have discovered.” ?
The most impottant question ‘which the Commission had
i to decide was, whether it was desirable
;;.;ﬁ"":r’":é?n'.‘; to restrict the hours of labour of adult
Inbore. toale operatives. To the principle of the
legislative restriction of the hours of adult male labour, the
Commission pointed out that, in the first place, it was a
*¢ principle of doubtful validity ** and it had commanded
atéeptance in very few <¢ountries. Secondly the direct
limitation of the working hours of the aduks would impose
- oh all factories 4 testrietion which was found to be required
“©hly in textile factories. Thirdly, there were strong prac-
tical objections to the general enforcement in India of any
‘law rigidly restricting the working hours of adult males as
“in af industries overtime was frequently necessary and his
difficulty could not be solved by instituting & system of
txeeptions a8 in France. Fourthly, the imposition of a
direct restriction on the hours of adult labour would be
tepupmnant to the great majority of capitalists both in India
and abroad who invested or were thinking of investing
capital in India. Lastly, it would give wide currency %o
the opinion that if the principle of legislative interference
with the employment of adult male labour was aocepted
pressure would be brought to bear in order to wtilise that
power of interference in & manner calculated to promote the
intetests of Lancashire and Dundee rather than those of
India.? The Commission, therefore, concluded that there was

1 Thid, p.
Y Fvid,p
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ho necessity for this drastio course because it would cause
the greavest inconvenience to existing industries most of
whbich had never worked long hours, and such a measure,
they thought, ‘would seriously hamper the growth of indus-
trial enterprise. Dr. Nair dissented from this view. He
thought that as the charge of working long hours babitually
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
proposed that, instead of a direct limitation of the hours of
labour of male adult operatives, the same object could be
achieved by indirect measures.. The measures proposed by
them were based on the consideration that, children and
‘young persons in & spinning mill were about one third of
the total staff and the hours fixed for them would absolutely
determive the working hours of the whole depariment.?
They therefore laid importance upon the creation of a
separate class of ‘‘young persons’’ comprising all young
adults between the ages of 14 and 17 with working hours
limited to 12 in any one day. This rec ommendation, how-
ever, seems to ba inconsistent with their professed view thbat
** we would strongly deprecate as most injurious any attempt
to apply the laws and regulations governing factory labour
in the United Kingdom w»s sach to India; or to secure any
definite relation between the labour laws of England and
India.""* For, Great Britain recognised a separate class of
‘young percons and the Commission proposed the same thing
for India. The other recommendations are that the work-
ing hours of children should be reduced from 7 hours to 6
bours, The protected classes are to be prohibited from
working after ¥ P.a. and there should be a compulsory

1 Dr. Nair, Mioate of Dissand, p. 81.
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interval of rest after six hours’ continuous work in place of
the midday interval. With regard to the labour of women
they proposed & 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 hours 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 any one year should be made sub]ect to
ifs provisions.
In July, 1909, the Government of India introduced a
comprehensive bill {o regulate the employ-
rorp” Foctory Ack ol ient of labour in factories. The Govern-
' ment while agreeing with the findings of
‘the majority did not not accept their important recommenda-
tions. They, bowever, 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 Government could
possibly refuse to take action in the face of reports from a
Committee under expert guidance and from a Commission of
which three millowners were members, supported as these
were by official opinion and by a considerable section of the
commercial community.! The Local Governments and
Administrations with the exception of the Government of

1 PdehMldh&m&ﬂ.Mlﬂ.pl.
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Burma were of opinion that the case “for ‘impesing - resirie-
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 as a principle
which found acceptance in few countries. The Hon'ble
Mr. Harvey, however, expressed the view that *If it is con-
ceded that legislative measures are necessary fo prevent
the working by any operative excessive hours, then the
question whether the desired result is obtained by direct or
indirect methods is not a question of principle at all but
& question of expediency and administrative convenience.’”*
He deprecated the reference to the British example, as the
existence of trade union organisation in England afforded
sufficient protection against overwork. The Indian mill-
owners as represented by Sir Sasson David ‘and 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-
domi of contract. There was no valid reason to have one
principle for Great Britain and another for India: The
real reason why Great Britain has not adopted the principle
of limitation is “‘not the existence of trade unions but that
the direct restriction of the hours of adult males would
be an interference with their personal liberty which would
pot be {olerated.'’ -Sir M. Dadabhoy pointed out tbat it
was not possible for them to resist the powers that dxctated
this interference, and as the cotton industry was passing
through a period of depression, such a restriction' was bound
to accentuate its difficulties. The reason advanced by the
Honr'ble Mr.-Harvey - for- rejecting the recommendation of

¢l a i ae e T ‘M"&_



224 EVOLUTION OF INDIAN INDUSTRIES

the majority of the Commission on this question was thaj
the formation of a class of yoyng persons would involve
grave administrative difficulties. It was found sufficiently
difficul$ to enforce the law as regards children and it seemed
likely that the same difficulties would appear in an aggra~
vated form in the case of young persons. Further, the
creation of a separate class of young persons would 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 adult operatives. Secondly,
they might be able to concentrate the women and young
persons in eertain departments of the mills, and would
then work for twelve hours in these departments and for
longer bours in other departmenis. The conclusion reached
by the Government was that there was the gravest reason
to fear that the adoption of the Commission’s proposals
would fail to prevent abuses. The mill-owners took the
view that the demand for labour in mills was greater than
the supply and it would not be possible to dispense with
the Iabour of women and young persons. Further, it was
beyond their comprehension that the industrial interests of
3 country should be subordmated to adminstrative . con=
venience. Bufin spite of the opposifion of the mill-owners
the Fa-ctory Act of 1911 was passed. The Act laid down

“elaborate rules for the health and safety
oot Proron o of the labourers, for the fencing of

machinery and for the prohibition of
women and children in dangerous work. It was provided
that in all factories there should be a weekly holiday and
periodical stoppage of work ab intervals not exceeding six
hours. Adult workers in textile factories were not to be
employed for more than fwelve bours in any one day. The
working bours of children were not to exceed six a

} Procoedings of the Oounci} of the Govprnor Genersl, 1911, p. 88,
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day. Local Governments were empowered to appoint ine
spectors and certifying surgeons for factories in their juris.
diction.
‘While the Factories Bill of 1890 was under consideration
interest was aroused over the question of
wpondiso miniog yogylation of labour in mines. Even
_ before 1870 the matter was discussed now
and then but the condition of the mining industry was not
deemed of such importance as to require legis'ative interfer-
ence. The Berlin Conference of the same year adopted a rule
probibiting the employment of women and children in
underground working in the mines. Great Britain had
probibited the underground employment of women and
children in 1842, It was the Berlin resolution to which
Great DBritain 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
Srd July, 1890, the Secretary of State for India wrote:
**As yet no legislation bas been undertaken in India for
regulating work in mines. Af the present time collieriea
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 has a yearly output of nearly 400,000 tons of coal,
and that a single state colliery like the Warora, yields
140,000 tons a year, the time has come for opening the
subject. I request that you will consider, how far it may
be necessary and desirable to frame a bill for the inspection
of mines and for the regulation of employment therein, of
women, Yyoung persons and children, etc.””! When
the Government of India were collecting information on this
subject,- the Secretary of State for India, in his despatch,

! Copy of correspondenos batween the Secretary of Stale and the Governmens of
Indis ropecting the employment of womaa and childrem in the nhqmd 'uhv
of Indian mines, 1893, p &,
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dated the 12th November, 1891, again wrote; 1*. But, as gt
-pres¢nt advised, I think it most desirable that the employ-
ment of women or girls underground should be altogether
prahibited in India.. The declsion against such employment
“was unanimous and unquestioped at the Berlin Conference.
X uhderstand tha} women are not employed underground in
Indian mines belonging to Government and the prohibi-
tien of such employmernt in private mines would cause little
disturbance at a fiine when the coa] industry of India is still
ih its infan¢y. The age for children should be twelve or
at the Jowest 11.”" There were at the time 78 mines and
collieries employing a labour force of 81,471 persons of
whom over 18,818 or 59°8 per cent. warked underground.
Of this number 8,779 or 28 per cent, were women and 3,489
or.11 per cent. were returned gs young persons and children.

The Governinent of India, in their reply to the Secretary
of State for India, dated the 5th October, 1892, pointed oué
that if mining legislation was undertaken it would naturally
divide itseif into two parts : (1) the regulation of labour in
mines and the restrietions to be imposed on the employment
of women, young persons and children; (2) the general
management and inspection 6f mines. With regard to the
first point, the Gevernment of India observed that the facts
disclosed by the reports of the Local Governments did not
warrant the undertaking of any legislation without detriment
to the industry. ‘It can soarcely be questioned,' they
gaid, *‘ that any restriotions upon the employment of a class
of labourers in such extensivé demand and still more their
absolute exclusion, will, at least at the outset, entail very
serious consequenees o the mining industry even in its
present stage of development.”! The Chief Commissioner
of the Central Provinces stated in strong terms the objections

‘WMI the smpbyment of women snd children in the

wines, 1563, p. T. ; cwl Do
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to which the employment of women and children in the
mines is open. The Ljeutenant .Goverdor .of Bengal
however laid great stress on .the necessity of providing
néw oocupations snd on the danger of checking ihe
expansion of mines. His Honour admitted that one point in
which legislation might do good was the prohibition of thd’
employment of children underground but considered - that
there was no necessity for legislation whatever and entirely:
agreed with large bodies of authorities whom he' had!
consulted and who were almost unanimous in opposing the
exolusion of women.! It was argued by the Government'
of India that the conditions of labour in the mines in India
were different from those prevalent in European countries.:
Work in mines was carried on under the family gang systems:
which was a ‘sufficient oheck “against immorslity. :They,
therofore, held the view that the mining industry now at a
oomparatlvely early stage of development, might receive a-.
serions check from the adoption of measures calculated
to disturb the existing conditions of mining labour which”
wero in no way harmful or distasteful to the labouring'
population, but on thé contrary, were in close accordance
with their ordinary social babits and customs. The Gowern.:
ment of India, however, expressed a desire to watch the-
development of the mining industry and have it mvestxgatedo
by a competent Mining Inspector. et
In 1804 the Secretary of State for Indla. depntned
Mr. Grundy to enquire into the manage.”
m'}’m“‘ ¥ ment and the labour conditions of Indidnr
.- mines. In bisreport, Mz. Grundy pointed
out that there was, except in avery few mines, -an -almost
entire absence of such essential principles and practice of
mining knowledge as ventilation and timbering. Ventilation :
was much neglected, fire-damp was not. properly tested, used -

‘;"M". - . A.:
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and unused shafts and machinery were often left unfenced;
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.
Accidents 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 human lives and a committee was appointed
to advise the Government.. The committee expressed the
opinion that a mining law was necessary and that it should
be as short and simple 2s possible and it should give the
Governor General in Council sufficient powers to make rules
and fo exempt mines and persons from their procedure when
necessary,
In 1899 the first Indian Mines bill was introduced in
. the Legislative Council by the Hon’ble
of o> Mives At 31y Rivaz, In the course of his speech
he observed: * The mining industry in
India is of comparatively recent origin, but its progress at
least in one province bas been so rapid that the necessity for
obtaining for the Government statutory. 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 4 and 10
should not be allowed to go underground. :
The bill aiso contemplated to empower the Government
of India or the Local Government to make rules in respect-
of all mines or of particular classes of mines for prohibiting,

1 Prossedings of the Lagislative Couneil of the Governor General, 1809, p. 186.
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restricting or regulating the employment -of children or of
women and of limiting the hours of employment of children,
The criticisms on the bill were directed to two points :—(1)
to the alleged unnecessary stringency of the provisions which.
dealt with the question of restricting 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 o representa-
tions made on the subject. It was the question of rule-.
making 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. ‘‘ There is legislation at home,
and 80 to be in the fashion we must have legislation here.’” *
Strong objections were taken against the rule-making power.
It 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 so greatly in India, and the mining indusiry
is in a state of such rapid development, that unless large
discretionary powers are left to the Government, either the
whole miping industry must be unnecessarily stretched on a
Procrustean bed or defenceless classes must go without
protection.’’* It was pointed out that any attempt to secure
absolute uniformity of eyuipment and management would
be detrimental to the mining industry. Further, if there
were mistakes in the legislation, the owners and managers

! Governor Genaral's Legisiative Couneil Pmonimcl. PR 901-02,
b MM\WMMM;M
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of tnines might be subjected to considerable inconvenience
and trouble before they could be corrected by the employ-
ment of the thachinery of legislature. On the other hand,
if -the industry was regulated by rules they might beé
promptly amended or modified as necessity arose. There
was also a material rafeguard against hasty or ill-considered
usé of the rule-making power in that Mining Boards should’
be created on which the mine-owners would be represented
and to which all rules were to be referred before they were’
published for criticism before enforcement. Lord Curzon,
in summing up the debate on the bill, observed : ‘“ A bill for
the’ regulation and inspection of mines is, in my opinion,-
Bowhere more needed than in this country, and ample’
vindication of this proposition might, I think, be found in’
the general as distinet from the particular circumstances of-
the casé.”’* An inquiry conducted by an expert disclosed
an utter’ disregard for human life, partly from ignorance
and partly from -carelessness. He found 250 people (men, -
women and children) at work where the ventilation -was
nil, the air as foul in the exireme with smoke and gases,

and the conditions as unfit for buman existence. In another.
case he found that three deaths had been eaused by a fall

of ovérhanging sandstone, due to incompetent management®
and the lives of 65 other persors were in jeopardy from the®
game cause. In two other gaseous mines, where the:
managers were absent, and incompetent substitutes bad

been left in charge, he found large fires kindled in the work-
ing’ galleries, and naked lights suspended from the roof
where the cutting was going on. In view of this description:
of 'the management of Indian mines His Excellency re-

mbrked: " Is it to be conceived that alope in India, of all

countried: in ‘the world, the Government is to stand aloof

and allow mines to be dug and hundreds and thousands of

© 1 peid, p. 908,
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its subjects to be employed in an occupation, at all fimes
severe, and sometimes perilous, without intervening fo en-
sure that reasonable protection shall be afforded to life and
limb, and that adequate safeguards shall be instituted for
inspection, supervision and control.”

The first Indian mines hill was passed as the Indian
Mines Act of 1901 in spite of the opposition of the mining
interest. It was a modest measure, as it merely provided
for the inspeotion and management of mines. It left un-
sottled the vital question of the prohibition of the under-
ground employment of women and children. The Act simply
empowered the Chief Inspeotor of Mines or any other
Inspector to prohibit such employment if it was found to be
dangerous to life and limb. But even in such a ease if
there was & difference of opinion between the Inspector
and the owner of mine, the matter was to be referred to a
Committee. The Act also provided for the appointment
of competent managers. For the regulation of operations
in the mine, Government were empowered .to make rules
and all rules were to be referred to a Mining Board created
by the Act. Thus the Act succeeded in establishing  the
prinoiple of regulation of & hazardous industry.

Y

! Governor Genaral's Legislative Caoncil Proceedings, 1509, pp. 23894,



CHAPTER VIIT
PosT-war LaBoUR LEGISLATION

The last war produced effects of a far-reaching character
Infence of bthe °D .almost every sp-here of life—political,
Foropean war upon social and economic. But its economic
. 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 the
economic life of every country. Men began to conceutrate
their attention and thought uwpon the various schemes of
reconstruction. We are not concerned in this chapter
with all the economic effects which the war produced but
only those that affected the life of the Jabourer. 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, Tbe 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 buf 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 Greai Britain, the Government had to
enter into negotiations with the representatives of organised
labour respecting the conditions under which work was to
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be carried on. Labour organisations-during- the war period
assumed an importance which- was unknpwn before, In
1016 and 1917 they held interpational conferences to for-
mulate their own ‘‘ peace demands.”’ In the Berne Con-
ference in 1917, the representatives of lubour from different
countries expressed the opinion that provision should be
made in the Peace Treaty for the promotion and enforce.
ment of international protective libour legislaiion. In the
Inter-Allied Labour Conference held in London in September,
1918, an international labour conference in connection with
the Peace Conference was advocated.
The demand for the international protection of Jabour
Boginning of Inten V89 not the direct outcome of the war.
g:‘i?.-i:lum Labour Even, before the war, for aver three
decades, there were demands to humanijse
the conditions of labour by an international agreement, The
_ first successfu] international labour conference was held in
1890 in Berlin. Conferences were alsp held in 1897 at
Zurich and at Brussels and in 1900 in Paris, In 1905 the
Swiss Government called an official international Jabour
_ponference a Berne in which conventions were formulated
respecting the use of white phosphorous in the maich
_industry and the employment of women in night work, Con.
forences were alsq arranged at different places by the
Association for Labour Legislation. The second confergnce
ot Berne in 1913 decided upon drafts of international agree-
ments to prohibit night work for young persons ynder
gixteen and to establish & maximum working day of ten
hours for women and young persons. It is thus clear that
“even before the war the influence of international action on
labour legislation was felt.
In the Treaty of Versailles it was provided among other
The eoveaant of 1y IAttErs that the Members of the League
league of Netions.  t¢goi]] gndeavour to secure and maintain
fair and humane conditions of labour for men, women and

30
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 children both in'their own countries and in all ‘countries to
“which their commercial and industrial relations extend and
“for that purpose will establish and maintain the necessary_
mternatlonal organisations.’’ *

*-Part IT['of the Peace Treaty dealt with labour. Tt was
“laid down that an international machinery should be set up
“ Yo regulate the employmgnt of labour in different countries.

“The need for suel a machinery was set forth in the Pre-
- amble—Whereas the League of Nations has for its' object

~the establishment of universal peace, and such a peace can
be established if it is based upon gocial justice. -

And’ whereas conditions of labour exist' involving
such ‘injustice, hardship and privation to large mumbers: of

“ people” as'to produce unrest so great that the peace add
harmony of the world ‘are imperilled ; and an improvement

“of those conditions is urgently tequired ; as for example, by
“'the regulation of the hours of work, including the establish-
“ment of a 'maximum working day and- week, the regulation
of the labour Supply, the prevention of unemployment, the
“ provision of an adequaté living wage, the protection of the
“worker against slckdess, digease and injury arising ouf of
hls employment the protection of children, young persons
" ahd wonmen, prov1sion for old age and injury, protectlon of
“the rnterest’s oE workers' when employed in countries other
“than their own, ‘recognition cf the principle of freedom of
assom&tlon, the - “organisation of vocatlonal and technlcal
“éducation and other measures. '

“ ° Whereas also’ the failure of any nation to adopt humane
f_condmons of labour is an obstacle inthe way of other

“nations whichi desire t6 improve the conditions in thelr own
oountrles

" * The High Contracting Parties, moved by sentiments of

justice and humanity, as weil as by the desire to secure the

oL s g ’P‘Mllnflhe'!’ Tresty, Asti Is 98, S . PR
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Hemi ey

_permanent peace of the world agree to the establishment
of a permanent orgamsatmn which shall ‘consist of (a)
'General Lonference of repl’esentamves of the. Members and
(b) an International Labour Office, : T

The treaty also laid down certain general prlnclples for
-regulating Jabour conditions which all mdustnal ‘commu-
pities should endeavour to apply, so far as thelr special
circumstances would permxt These prmclples are

A

(1) That labour should not be regarded merely as a
"commodity or article of commerce.

(2) The right of association for all lawful purposes by
the employed as well as by the employers.

(8) The payment to the ‘employed of a ‘wage adequate
to ‘maintain a reasonable standard of life as this is under-
stood in their time and country. .

"~ (4) The adoption of an eight hours day or & forty-elght
* hour week as the standard to be amaed at where 1t has not
already been attained.

(6) The adoption of a weekly rest of at least 24 hours,

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 shall

permit the continuation of their educatlon and assure theu'

_ physical development.
{7) The principle that men and women 'should reeene
" equal remuneration for work of equal value. - a

_ (8) The standard set by law in each country with respact
to the cohditions of labour should have due regard to the
equitable economio treatment of all workers lawfully resident
. therein.
(9) Each state should make pro\ncmn fora system of
inspection in which women should take part, in order to
ensure the enforcement of the laws and regulations for tbe

protection of the emplo;ed

.-y e J
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The first General Conference met at Washington on the
Wedbiogint Labosr 29th October, 1919, to discuss the draft
Conferencs, conventions and recommendations dealing
with labour. The Conference adopted
certain conventions and made some recommendations to
improve the conditions of employment of labour, which
were based on the principles enumerated above. The
following were the important conventions

(1) The working hours of persons employed in any
public or private industrial undertaking shall not exceed eight
in the day and forty-eight in the week. Two important
exceptions are allowed to this general principle. In the
first place, it is provided that the limit of work prescribed
in this convention may be exceeded in those processes
which are 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 shall 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 substantially different. - Article 10
provided ihat in British India the principle of a sixty-hour
week shall be adopted for all workers. With regard to
employment in mines it was recommended that it sbould
be possible at an early date to limit the hours of under-
ground work in mines to 54 or even lower.

(2) In any public or private industrial or commercial
undertaking a woman—

(a) shail not be permitted to work during the six weeks
following ber confinement, o

(b) shall have the right to leave her work, if she pro-
duces a medical certificate stating that her confinement
will 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 bealthy 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
Tndia, the Conference adopted the motion ** That the Indianh
Government be requested to make a study of the question
of the employment of women before and after confinement
and of maternity benefits before the next conference und
to report on these matters to the next conference.’’

(3) Women without distinction of age shall not be
employed during the night in any public or private under-
taking. In India the application of this convention may
be suspended by the Government ix respect to any industrial
undertaking, except factories as defined by the national law.

(4) Children under the age of fourteen years shail not
be employed or work in any public or private industrial
undertaking. This provision shall not apply to India but
in India children under twelve years of age shall not be
employed.

(5) Young persons under eighteen years of age shall not
be employed during the night in any publio or private
industrial undertaking but young persons over sixteen may
be employed in some specified industries in which by reason
of the pature of the process work is required to be carried
on continuously day and night. In the application of this
convention, the term industrial undertaking includes only
such factories as come under the operation of the Indian
Factories Act and the convention sapplies only to males of
less than 14 years of age and females of less than 18 years.

(6) Each member shall establish a system of free public
employment agencies under the control of a central author-
ity. Benefils under a system of unemployment insuranee
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should be extended to workers in a country, who are. the
subjects of another State.
In addition o 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, recipto-
city of treatment of foreign workers, the establishment
of Government health services and the prohibition of
the ,use of white phosphorus in the ‘mannfacture of
matches.
These conventions and recommeridations profoundly
) ~ modified the labour laws of different
ag.ti’::m semomic  oountries that ratified them. Indis as a
member of the League had to ratify the
convenlnons 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 unparalleled
beight 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 long 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 but on
the eontrary rose, the workers found themselves in a des-
perate position. In all the provinces industrial unrest spread
with rapidity. In 1920 an epidemic of strikes unprecedented
‘in the history of the province broke out in Bengal. These
strikes arose mainly from a demand for higher wages. In
the same year there were strikes in Bombay, Ahmedabad
and Cawnpore among the textile workers. The opera-
tives in these strikes demanded a ten-hour day and the
Bombay Millowner’s Association expressed their readinegs
to work their mills ten bours a day with one shift.
The contagion of strike spread to Railways and other

Jindustries.
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These industrial disputes and India’s representation as

a member of the League of Nations

gt lerance of i ghurred the Government to adopt 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 ;

(2) Should the Government of India intervene in such
disputes ; if 8o, at what stage ?

-(3) Should the Government participate in any way in
the preliminary work of the organisation of Trade Unions ;
if 80, what action should be taken ?

' (4) What should be the actual lines on whlch such
organisations should take place ?

(5) Until these organisations' come into bemg, ho_w
should the Government of India select a delegate and ad-
visers to represent the working classes at meetmgs of the
‘International Labour Conference ?

It was suggested that some local machinery should be
set up on the lines of the British Industrial Courts Act, 1919,
but it was held by local Governments that such legislation
would be premature in view of the existing labour conditions
in India.

But. it was the Conventlons ‘adopted at the Washington

Labour Conference that induced the

Waﬂwlz'* lGove;r:nmen:o of Inldla “to ll:mleri;:;l;e fml;
venons upon Indian  legislation ameliorate the conditions o
 Labour Iagulstion: abour. Tn their despatch to the Secretary
of Stale for India, dated the 25th November, 1920, the
Government of India wrote :  *‘ The Conventions have been
framed, on the whole, in a reasonable spirit and apart from
our natural .desire to avoid alienating opinion abroad, we
believe that, with the exceptions noled below, .their rati-
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fication will be beneficial to the interests of Jndian industry
and labour.” It is worth noting that some of these con-
ventions were already provided for in the Indian Factories
Act of 1911. With regard to the convention relating to the
night work of young persons it is pointed ouf that by
Sections 23 and 24 of the Indian Factories Act of 1911
they were profected. The same Act also prohibited the
night work of women im industrial undertakings except
mires. The principle of sixty-hour week was generally
accepted by the mercantile community in all provinces.
But the Bengal Chamber of Commerce was opposed to the
limitation of the working day to 10 bours. The Chamber
expressed the view that law should provide for elasticity
in the local application of the principle of the sixty-hour
week. Further, with regard to the hours of labour of 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 the 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 .Governmeat
of Bengal pointed out that * the consensus of ‘opinion was
that the working hours should be the same for men and
women, and that there should be no differentiation in this
respect between the sezes.”” * It was further urged that
there should be no discrimination between textile and otber
factories as regards the employment of labour,

The convention relating to the minimum age for admis-
sion of children fo industry raised a considerable amount
of controversy. The Tndian Mining Association in their
letters to the Government of Bengal held the view that

! Letter of the Government of Indis to Locsl Governments, 11th Msy, 1920,
3 Latter of the Government o’ Reagal to the Goveroment of [ndis, Sod Dotobar,

loan. .
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‘¢ As regards the minimum age for admission of children to
employment in mines if is very difficult to lay down hard and
fast 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 the age at which children would
be allowed to become enrolled in a colliery pay sheet and
earn wages for their labour.,”” The Committee of the
Bengal Chamber of Commerce were unanimously of the
opinion that this draft convention should not be ratified by
the Government of India. “‘So long as there is no system
of compulsory education in force in India, the Committee
consider that nine years 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.”” ! 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.”” They also put forward
the argument that compulsory education and the raising of
age should go together and further, it might involve a re-
duction in family earnings which would be likely to lower
their standard of living and might bave a worse effect on
the constitution of children.

With regard to the conventions relating to unemploy-
ment, the Government of India expressed the opinion
that the creation of free public employment agencies in

R TP IETY

31
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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 was not deemed
a practical proposition in Indis. It is during a period
of famine fhat the problem of ubpemployment looms
large on a large scale. For this purpose there are famine
codes to relieve the initial phases of distress by opening
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.
oone Tndien Faotories  Mhe ratification committed the Govern-

ment of India to undertake the revision
of the Indian Factories Act, and in 1922 the Indian Fac-
tories Act of 1911 was amended.

In accordance with the Washington' Labour Convention
it was provided that no person should be employed ina
factory for more than 60 hours. a week. The Bombay
millowners in 1920 presented a memorial fo the Governor
General in which they pointed out that 10 hours a day was
fair labour and they would agree fo this, provided a similar
limitation was enforced by law on textile mills in other
paris of India. In Abmedabad also a ten bours' day was
granted to the operatives by the millowners. A ten hours’
day was also adopted in the Buckingham and Carnatic
mills in Madras, and was now the normal day in textile
mills at Cawnpore, Dhariwal and Nagpur.! It is interesting

1 Bpeech of 8ir T. Holland, Legislative Assembly Debates, Vol, T,
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to note that at the time of the passing of this Act, there
was no argument from the standpoint of abstract righ$, nor
was 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 economie forces of the times.

The Act provided that no person should be employed
in any industrial undertaking for more tban 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
apprebension was that some of the mills might work five
days & week and would thus defeat a ten-hour day. The
Governwent, 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 hall-boliday 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 which a child
should be treated as an adult was raised from fourteen to
fifteen. The hours of work of children were fixed at 6.
It was also provided that there should be a compulsory rest
(except in the case of shifts) on each working day at inter-
vals not exceeding six bours [or not less than one hour, and
in the case of children working more than five hours in any
day, a period of rest of not less than half an hour. In 1929
the subject of employment of factory labour in India was
examined in detail by a Royal Commission. The Com-
mission found that the hours of labour in Indian factories
were excessive and recommended a reduction from 60
hours to 54 hours per week.! The Commission, however,
found that such a sweeping change would involve an amount

! The lubogr members on tle Commimion wanted to redwen the howrs io &8
wenk. .
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of dislocation that would be serious. Although in the past
a reduction in the hours of labour has been accompanied by a
_growth in the efficiency of the operatives, it does not follow
that it will always be repeated. ‘‘ As hours are lessened,
a point must be reached at which, even if the industry cam
maintain production by employing shifts, the operatives
cannot face a further reduction of earning capacity.””
The passing of the Factories Amendment Act of 1922
Todisn Mines Act of  P3Ved the way for the regulation of labour
1923, in the mines and a bill was introduced
in the Legislative Assembly in the same year. We bhave seen
that the Washington Labour Conference recommended a
94-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 circumstances. 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 Liocal Government on the other. It was
therfore necessary to define the respective functions of the two
Governments in regard to the administration 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 a 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 forits prohibition. He
observed that *‘ the real motive of the mine-owners is that
in the first place woman’s labour is very cheap. In the

1 Report of the Roysl Commission en Iabour, p. 48.
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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 gaid, ‘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 ruin the mining
industry. ‘It must be remembered,”” he observed, ‘ if by
premature legislative changes, we dislocate & key industry,
it is the Government of India and this Assembly that will
take the responsibility.”” An analogy was drawn between
the provisions of the Factory Act and the Mines Act and
it was pointed out that the miners would be at a disadvan-
tage in comparison with the factory operatives. Govern-
ment did not limit the number ot hours per day as they did
in the Factory Act. Nor did they put apy limit upon the
hours of work of young persons and women. Mining work is
carried on in far more uncongenial surroundings than factory
work and is far more hazardous than mill work. It there-
fore required to be regulated more stringently than any
other kind of work. It was thought surprising that the
attitude of the Government of India to this industry was
different from their attitude to factory work. But the
analogy with the factory work is not valid. The conditions
of labour in mines and the conditions of labour in factories
are different problems. The operatives in mines are not
driven to work as in & factory. They work under a system
of piece work and they can take their hours as will suit their
interest best. The Government of Bibar and Orissa were
opposed to a stringent regulation of mining labour.! It

T Lettar of the Government of Bibar snd Orisss, dated the 16th Angast, 1930,
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was apprehended that any attempt suddenly fo 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 principie 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 he 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 ugderground but these
powers were not exercised. In 1929 after long discussion
with the Provincial Governments the Government of India
made regulations to exclude women from underground work-
ings forthwith, except in exempted mines, i.e., except in
coal mines and in silt 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% and 4%
respectively each year so that after 1st July, 1939 women

will be entirely excluded from underground workings.
The Act of 1923, however, substantially improved the
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conditions of work in the mines. Work above ground was
limited to 60 hours 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-
Compemation” aoof  Densation Act. One important feature of
1983. 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.

Machinery, however carefully driven, very often canses
serious injury to the life and limb of the operatives.
The boiler may burst, the mill gearing might give way or
there may be an explosion in a mine and in bundreds of
different ways the lives of the operatives are exposed to risk.
It has been realised in western countries that if the indus-
trial system exposed the operatives to the risks of accident,
measures are called for to make provision against such risks.
It is distressing to find that when the bread winner is
either disabled or killed in an accident his dependants are
helpless. The society in the interests of justice is bound
to step in and fix the responsibility on the party that em-
ploys labour, This principle of liability of the employers
had to be fought out by vigorous agitation in western
oountries. In England prior to the Employers’ Liability
Act of 1880, the law on the subject was anomalous. If any
employee received any injury in the course of employment
from a fellow employee there was no redress, because it was
urged that the employees took the responsibility of accidents
themselves. The doctrine of common employment was
urged as an argument for exonerating 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 fo
compensation but the guards, drivers and other emplioyees
injured bad no right to compensation. This anomaly was
removed by making the employers liable to their employees
in case tbey were injured in ap accident by the Employers
Liability Act of 1880. But up to the year 1897 when the
Workmen's Compensation Act was passed in Great Britain
no workman bad any legal right o 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 the 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
subject defines compensative incapacity as incapacity for
work and the test for the existence of incapacity is that the
earning capacity of the worker bas been reduced. The
degree of incapacity for work and the corresponding amount
of compensation are calculated according to the reduction in
the workers’ earnings or earning capacity after the accident.
1t 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.
But it must be admitted that this law has produced a sepse
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of economic security in the minds of the workers of those
countries that have adopted if.

In India it was the Washington Labour Conference that
induced the Government 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 Intarnational
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."’' But the idea of workmen's compensation can
be traced long before the Washington Confereice. The
demand for workmen’s compensation dates back in India
as far as 1884 when 8 mass meeting of mwill 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 & workman sustaining serious injury in the
course of his work at tbe 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

Number of accid. nte
sctually recorded. Number of parsons injored
Yoar Total,{ per uvery 100,000 emplayed.
Fatal, Rarious. Minge,
189 a 318 1,020 1,969 452
1990 -] 435 1,648 8,143 457
1910 139 888 3,954 4,379 558
198 118 953 4,414 5,458 52
1711 118 857 4,381 5438 463

1 Legislative Aassxably Debates, Vol. II—Speech of Sir Chariea Inoes, 13th Sep-
tew ber, 1929, i
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for hig livelihood.”” A reference to the figures of accidents
shows that up to 1915, the number of accidents was
increasing.!

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 tfime it was necessary that such 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 Innes
poiated out that Indian employers experienced difficulties in
obtaining a steady and 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 and would thus tend to increase
the efficiency of Indian labour. Another advantage claimed
for legislation of this type is that by inereasing the import-
ance for the employer, of adequate safety 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
dapger of imposing an undue burden upon nascent indus-
tries. This note of warning was sounded by Rao Bahadur T. -
Rangachariar when he said, ‘‘ England took more than a
century to enact her Workmen’s Compensation Act. India
has yet 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 Balletin of Indisn Indurtries gnd Laboar, 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 process a
legacy of class bitterness has been left and it was hoped a
timely measure of this kind would avoid that class bitterness.
It ie 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
but with the exception of those particular accidents, viz., in-
jury to workman resulting from an accident which is direct-
ly attributable to the influence of drink or drugs, wilful dis-
obedience or wilful removal of safety devices.”’ !

The bill was sharply criticised in that it did not make
any provision to belp the widow and children of a
workman when be dies on account of an accident although
the accident might have been caused by his wilful miscon-
duct. But it wust be observed that this criticism cannot
be rationally maintained. Nobody can have a right to a claim
which could not bave been exercised by the injured man or
the deceased. Further, the powers given to the Commissioner
for the administration of the Act were regarded as too exten-
sive. The creation of a separate authority to adjudicate
claims uoder 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 obstacles and any large expense in the way
of their getting compensation, the bill will not help them, on
the contrary, it may hurt them.”” The idea was to minimise
the temptation to litigation as much as possible.

' Spesch of Sir A Murray, in the Ceanil of State. S0th Fobroey, 1943,
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Section 4 of the bill laid down the scale of compensa-
tion.
A. Where death results from the injury—

() in the case of an adulf, 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—

(2) in the case of an adult, a sum equal to 42 months’
wages, or three thousand five hundred rupees, whichever is
less, and

(#) 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—

(1) in the case of an injury specified in scheduleI,
such percentage of the compensation which would have been
payable in the case of permanent total disablement as is
specified therein as being the percentage of the loss of earn-
ing capacity caused by that injury, and

(#1) in the case of an injary 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 modern

L)
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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 loss due to the plaintiff’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 occupational risk will prevail.”” * The laws of most
other countries 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. Advanced opinion, looking to
the interest of the 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
is migratory. The Workmen’s Compensation Act has un-
doubtedly removed a serious grievance of the operatives
but the full advantage from the Act will not be secured
unless the operatives are enlighted on the subject. Among
. the legislative measures passed by the

Aot 1o Uni®a  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 such sensational
events as form landmarks in the economic history of Great
Britain. In that country the struggle between labour and
capital covering a period of over three quarters of a century
resulted in legislative recogoition to trade unions as an

! Lathbridge, Lectore before the Botary Club, §0th Septembaor, 1927,
Mr. Latbbridge points out thal in Bengal ont of over 3,000 accideats there were
ooly 00 spplications.
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integral part of the modern industrial organisatiom. The
development of the capitalistic system of industries resulted
in an impersonal relation between the employers 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 often a tacit understanding among
themselves but the employees were at the merey of the employ-
ers and their helpless situation 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 ferms of
employment to their advantage. It was the necessity for
collective bargaining that gave an impetus to the frade union
movement. A trade union has been defined by Webb as
‘‘ a continuous association of the wage-earners for the im-
provement of their condition.””' Such an association
gradually became a recognised body with which the em-
ployers could bargain regarding the terms and the conditions
of employment. Not only did such an organisation look to
the interests of its members, but a solidarity of the interests
of labour as a whole found expression in federations and
congresses. The Trade Disputes Act of 1906 is regarded
as the charter of trade unionism which defined in unmistak-
able terms the rights and obiigations of the members of a
trade union. So phenomenal has been the growth of unions
in England that between 1900 apd 1920 membership of
trade unions rose from 2 millions to 9°6 millions.?

In India the trade urion movement is a recent growth.
In the Memorandum prepared by the
Government of India for submission to the
British Commission on Labour in 1892,
there is no reference to trade unionism.

Trade Union—a
recent growth.

1 Webb, History of Trade Unjonism, p. 1.
T Clay, The Problem of Industrial Belations, p. 148,



POST-WAR LABOUR LEGISLATION 255

The earliest labour association on record is the Bombay
Millbands Association but it was not a trade union in the
gense in which the term is understood. This Association
now and ‘then submitted petitions to Government for the
redress of the grievances of the operatives but there is no
record whether it collected subscriptions or conducted any
strike. Trade unionism emerged in India as the outcome
of post-war economic bardships. In 1920
and 1921 the industrial life of India was
convulsed by an epidemic of strikes.
During this period of economic hardship the workers in
India daveloped a spirit of class consciousness. The demand
for higher wages was the chief cause of strikes in this
pariod and strikes were organised to enforce this demand.
The concession made by the employers in Bombay, Ahmeda-
bad and Bangal inspired hope in the minds of the workers.
Trade unionism was coafined not merely to industrial
workers but the workers in various occupations were influ-
enced by the new spirit. Railways, Postal, Clerical and
Press operatives began to combine. This movement to
counbination was encouraged by many educated men who
idantified themselves with the interests of the workers. The
conduct of strikes by educated mea was greatly resented by
the employers and they were stigmatised as “* political agi-
tators *’ whose only- motive was (o seek cheap distinction
by embarrassing the Uovernment. It is, however, to be ob-
served that the operatives in India are largely illiterate and
without the help and advice of educated men, it is im-
possible for thew to resist the policy of exploitation pursued

) by the capitalists. The history of the
mﬁdw Cawnpore Mazdur Sava or Labour Union
shows that even when a union is controlled

by educated men it is extrewmely difficult to enforce disci-
pline among the operatives. This labour Union was formed
in 1919 and waa registered under Act 21 of 1860. Its

Origin of Trads Uni-
ons,
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origin may be traced to the strikes of December, 1919. The
Millowners of 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 inquired into
and there was to be no strike unless sanctioned by the Sabha
and then only after due notice. But the union was 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 necesstary for them fo
take recourse to concerted aclion and close their mills in the
event of the employees of any one 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 aonas per rupee increase
in wages to make up for the reduction of time in the case
of the piece workers.

(2) Enhancement of wages in proportion fo the increase
in the cost of living.

(3) All the employers to contribute 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 presented by the Mazdur
Sabha represent the expressed desires of the workmen of
Cawnpore. The employers are willing to recognise a re-
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presentative Sabha whose officials are able to control its
members. The majority of demands now made are of
such a nature, that the present executive of the Sabha has
no sense of proportion or responsibility and the employers
therefore 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 sfate of
ferment the legal right of the workers to
et T strike was challenged. In Ottober, 1920
Mr. B. P. Wadia who was the President
of the Madras Labour Union was prosecuted. An injunc-
tion was issued against him prohibiting him from engaging
in the activities of tbe trade unions. The charge
against him was that he induced some of the workers in
Buokingham Mills to commit & breach of their contract
snd induced others not to enter into contract of service
with that Company. In this case Mr. Justice Phillips in
the course of his 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 and it thus formed a conspiracy of the
people whose intention was to induce the work people
to break this contract.’ The Judge was, thus, under the
impression that $o induce a workman to break his contract
was in itself an act of conspiracy which thereby made the
strike officials liable for damayes. This interpretation of
law made the unionists nervous and a need was felt for
statutory legislation to define the rights and liabilities of
trade union officials. In the first Trade Union Congress in
1920 the representatives of labour passed a resolution ad-
vocating the enactwent of a trade union law in India. In
the same year a deputation in London on behalf of the
Workers' Welfare League waited on the Secretary of State
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for India urging that the newly developed trade unions in
India should be protected by legislation.
On 1st March, 1921, Mr. N. M. Joshi moved the
following resolution in the Legislative
Joahytution of Mr. A csembly : “ 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 legislation as may be 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 desirable, efforts should be
made ab this stage to put these organisations on a sound
and proper footing.! The Government of India were not
opposed to the principle underlying this resolusion, bat
pointed out that they were very few trade unions properly -
constituted for registration and there was no genuine
desire on the part of trade union leaders for registration
under the existing statutory facilities. Sir Thomas Holland
held that the treaty relations with Germany and Austria
committed the Government to the 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 bona fide trade union

¥ Legislative Assembly Debates, Vol I, p. 407,
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aclivities and at the same time prevent the abuse of privi-
leges accorded to them. The employers were in general
opposed to this resolution. They regarded it not merely as
premature but a very dangerous measure, and 8 menace to
that industrial generation of India in which all were
interested. They further apprebended that such an organi-
sation would be a mere tool in the bands of irresponsible
politicians. Mr. Pickford speaking on behalf of European
employers observed : ** We have no right to lay either the
employer or the operative to the possibility of labour dis-
putes being fomented by persons, whom under the Act
which the resolution contemplates, the law could not touch
or touch with great difficulty.””' The resolution was how-
ever accepted in an amended form which was less compre-
bensive than the original, viz., *“ that this Council recom-
mends to the Governor General-in-Council that he should
take steps to introduce as soon as practicable, in the Indian
legislature such legislation as may be 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
of its growth. But the need for unionism must be realised
first by the operatives. As regards the conditions which
make for successful and continuous association, it is to be
rememwbered that the labourers must be a settled population.
But the chiel impediment in India is that the labourers are
migratory. The recognition of common interest pre-
supposes a high standard of education and discipline. The
lack of these essential conditions failed to produce a genuine
trade ubion spirit. Many strike Committees were christened
as trade union organisations but as =oon as the strikes failed
or the demands were satisfied they lost their hold upon the

Y Legislstive A mewably Debates, Vol. I, p. 895,
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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 fo be dangerous and pernicious
growth whose activities should be controlled rigidly. The
representatives 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 anion was registered it was to be given a
- privileged position in regard to its legitimate actions and
also protection of its funds 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 unregistered unions should
be punished. Sir B, N. Miitra 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 infroduced to legalise picketing nor was any restriction
imposed upon it. If picketing degenerated into intimida-
tion it was left to be 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 irade union officials by
providing that an act done in concert in contemplation or
furtherance of a trade dispute should not be action-
able if it would not have been actionable if done without
concert. It also laid down that an act was not to be
actionable merely by reason that it induced any person to
break a contract or for being an interference with another
person’s irade or business or his right to dispose of bis
- 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 hbehalf 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. The labour leaders
contended that (1) the Indian bill was defective 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 immounity 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 he 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 the 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 bill 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 registration would be cancelled. 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 baving if it cannot
fight an election on hehalf of its members,”” The Trade
Union Congress of 1925 passed resolutions fo the effect
that there should be no restriction on the power 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 frade 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
gbould 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 V of
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 unionism, explicitly declares without any
qualification or exception that no civil action shall be enter-
tained against a irade union in respect of any wrongful
act committed by or on bebalf of the union; an extraordinary
and unlimited immunity however great may be the damage
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caused, and however unwarranted the act, which most
lawyers as well as employers regard as nothing less than
monstrous,”’! The absolute immunity claimed by ihe
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 proportion in the Union
Executive, of officers actually employed or engaged in an
industry with which the Trade 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 shiuld be
optional. The majority also reduced the propoition of
trade union officers actually engaged in that indw lry from
half to one-third in view of the low educational level of
the ordinary lalgourer. 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 justifica-
tion for such a change. We recognise equally with the
majority that in the infancy of the Trade Unio. movement
in this country it may be essentiil for a Trade Unmion to
bave the assistance of outsiders and to include them in
their executive. What the original clause was intended to
secure was, that a number of the actual workers obtained
all opportunity of education in the Trade Union afairs,
and we regard with apprebension any change which may
have the effect of restricting these opportunities.” Two
members objected to the optionul character of coatributions
to the political fund. ‘“ Indian Trade Unions,”” they
observed, *‘ will be considerably bandicapped in carrying on
any propaganda for the furtherance of their political and

1 Wehb, History of Trade Unioniam, p. 606.
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civil rights.”” In Great Britain under the Act of 1913
trade union funds may be spent for political purposes
provided such an expenditure is ‘“ approved of participation”
by & 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 the 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
intimidation. There was no provision in it for ensuring
the proper investment of the Union funds. Lala Lajpat
‘Rai characterised the bili as defective, unsatisfactory and
unsound and he foresaw much litigation as a result of it.
The labour leaders on the other hand thought that labour had
got in the bill something worth having, wviz., the principle
of immunity, The first Trade 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 a body corporate
by the name under which it is registered.

2. The general funds of a registered Trade Union shall
not be spent on any other objects than the following, viz.,

(@) The payment of salaries, allowances and expenses
to officers.

(b) The payment of expenses for the administration of
the Trade Union including audit of the accounts of the
general funds of the Trade Union.

() 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 Union as such.

(d) The conduct of trade disputes on behalf of the
Trade Union or any member thereof.
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(¢} The compensation of members for loss arising out-

of trade disputes.

(f) The issue of or the undertaking of liability under
policies of assurance on the lives of members.

(g) Allowances to members or their dependants on
account of death, old age, sickness, accldents or unemploy-
ment of such members.

(h) The payment. of ary contribution to any da.use
intended to benefit workmen in general.

8. A registered Trade Union may constitute a separate’
fund from contributions, separately levied for or made to
that fund, for which payments may be made, for the promo-
tion of the civic and political interests of its members in
furtherance of the objects specified in sub-section (2). These
objects are (i) Election expenses, (if) the holding of any
meeting for election purpose, (iii) the maintenance of any
person who is a member of any legislative body, (iv) the
registration of electors, (¢) the holding of political meetings
of any kind,

4, No member shall be compelled to eontnbute o
the political fund and the contribution to that fund shali
not be made a condition [for admission to the Trade
Union.

5. Theroe willbse no criminal liability in respect of
any agreement made between members for furthering any
specified object of the Union,

6. No suit or legal proceeding shall be maintainable in
any civil court against any registered Trade Union or any
officer 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 Civil
Court for any unauthorised act done by its agent.

8. Not less than one half of the total number of the
officers of any registered Union sbhall be persons actually

84
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engaged or employed in an industry with which the Trade
Union is connected. ,
Anofher Act that has been recently passed in India is
the Trade Disputes Act of 1929. Before.
of s Digpates Aot the war industrial disputes in India were
of rare occurrence. This was perhaps
due fo 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 strikes, Even when a strike
or & 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 so
phenomenal that it entailed considerable bardship 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 spring 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 indusiry
but the cotton industry of Bombay has been the worst
sufferer from frequent strikes and lock-outs.’

_ The following table indicates the extent of sirikes in the
different industrial centres of India.

1 Vers Annesty, Economic Development of Tndis, p. 633.
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Number of Number of Dayslost  Prinoipal Provinoes

disputes work peopls in millions involved (number of
disputes)

1921-22 894 511,000 66 Bombay 156

Bengal . 160

Madras 21

1922.23 284 435,000 89 Bombay 145

Bengal 93

U. P. 12

1028.24 911 988,000 48  Bombay 107

Bengal 87

Madras 14
1924.25 133 812,000 87
1025-20 134 270,000 125
1028-27 128 186,811 11
1627-28 129 131,655 22

It requires no elaborate argument to demonstrate the loss
suffered, both by employers and employees, from Irequent
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, that
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 peying tri-
bute to the idea of arbitration and conciliation as the means
of settling industrial differences rather than strikes and
lock-outs—the recognised weapons of fight. In 1919 Great

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 unpjustifiable
attitude. .

'With the passing of the Industrial Courts Act in Great
Britain, the Government of India contempiated 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 divergent
from those prevalent in Great Britain.!

On the 30th July, 1921 a Bombay millowner, Mr. J. B.
Petit, carried a resolution in the Bombay Legislative Council
asking for the appointment of a Committee to consider and
report upon.the practicability or othewise of creating suit-
able machinery for the prevention and early settlement of
labour disputes. This Committee recormmended the selting
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 in case it did not, the Conciliation
Board was to be brought into use. Such Courts were to be
given a statutory authority but their decrees were not pro-
posed to be mandatory. In Bebgal also a Committee on
industrial unrest recommended the estabilshment 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 disenss mutual
-differences. The idea of the Papchayat as an agency for
settling social and communal affairs is familiar in India
and the Committee thought that a joint Works Committee

1 R, N, Gilchrist, Profit Sharing and Co-parlnership, p. 881,
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organised on proper lines would be 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-
tion after the Canadian Act of 1907. The essential feabure
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 telephone lines,
gas, electric light,. water and power works.”” The results of
this Act were salutary. Sir Alfred Mond points out that
450 Boards were constituted under the Act during 1907-26
and in all but 37 of the disputes ‘the threatened strike

was averted or eunded through the instrumentality of the
Act.?

The Government of India at first did not approve of the
sugpestions made by tbhe Government of Bombay as trade
unions in India were in their infancy. The situation how-
ever became serious in 1925 when there was a strike in
Bombay resisting the proposed reduction of wages. The
general strike in Great Britain in 1926 was viewed with
alarm and Government recognised that definite steps were
imperative if serious disasters were to be averted in fature.

In 1928 the Trade Disputes Bill was introduced in the
Legislative Assembly. It was empbasised by the Hon'ble
Mr. MacWalters that trade disputes between employers and

v heport ol the Committes om Industrial Unrest in Beogal,p. 5 See R. N,
Ghichrint, Profit Sharisg and Copartvership, p. 281 Mr. Gikhrist ssys “The begy
of \be Benga! Comwittes that Works Commitiers would ba suercessiul has been
faleiled.”

T Alfred Mond, Indestry and Pulitics, p. 152,
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‘'workmen did not concern employers and workmen only but
concerned the public also and involved an obligation on
Government. The object of the Bill was, therefore, to pro-
vide a machinery by which Government would be 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 shortening trade disputes. The provision for two types of
-achinery 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 'was 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 community, as also to afford
opportunity for settlement by enquiry and negotiations.
Lastly 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 designed or
calculated to coerce the Government.: The Bill was wel-
comed by the employers but the Iabour leaders disapproved

_ of some of its provisions though they accepted the principle.
It was contended tbat under the British Industrial Courts Act,
Conciliation Boards could be set up only on the application
of one of the parties but in the Indian Act Government was
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given the liberty and option of setting up such Boaids.
Further in the English Act the consent of both parties to the
arbitration was required but in the Indian Act it was
absent.! The differential treatmenf of the public utility
industries was resented, though unreasonably, Further, the
ptovision against & general strike was characterised as a
retaliatory measure against the trade union movement and
in fhe 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 ratber 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
1929. 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 averta
gerious situation or to minimise the severity of distress.

1 Bes the Gpesch of Diwan Chaman Lal—Assembly Debates, 1939, p. 9575,



CHAPTER IX

Roaps aND RaiLways, .

The development of railways is perhaps the most epoch-
making event of nineteenth century India.
No factor has so profoundly affected the
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.’ 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. The roads were
imperfectly developed and many of them were impassable du-
ring moonson months. On these roads the bullock carts and
packhorses supplied the only means of carrying merchandise.
The growing commerce of the country riveted the attention
of the Government to the improvement of ryads. The East
India Company were interested in the export of raw cotton
to China and Great Britain. There were complaints that the
article suffered great deterioration in quality durirg 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 territorial
possessions by the East India Company. raised the question
of the movement of troops from one part of the Company’s
possession fo another. In thie first balf of the nineteenth
century the Company’s engineers devoted themselves to the

Beads and Railways,

1 Clapham, Economic Development of Francs and Germany, p, 350
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construction of roads, ! and 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
Works was coonstituted. 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 -
parochial importance. Attention was, however, concentrated
on the construction of feeder roads and tbe trunk roads were
in some cases allowed to go out of repair. The task of road
development foll mainly on local authorities who were in
many cases handicapped ow account of inadequate Gnancial
resources. Nevertheless considerable progress was made in
this direction. Thus in 1880 Richard Temple estimated
that there were in that year no less than 20,000 miles of
metalled roads in India while in 1927-28 there were 59,000
miles of surfaced roads.

The development of large scale industries in every in-
dustrial country was conditioned by the improvement in the
means of transportation and communication. The modern
localisation of industries primarily depends on the rapidity
and efficiency with which goods can be marketed in distant
countries or localities. The industrial revolution largely
hinges on the revolution in transport. In Great Britain the
first phase of the industrial revolution was complete during
a period when the improvement in the menns of transport
was elfected by the construction of navigable canals. With
the advent of railways, the canals lost their importance. In
1823 was opened in Eongland the first railway —the Stockton
and Darlington Railway, and in 1530 was opened the

T “During 1he lnst centary and priae to the introdaction of railways, a number
of trunk reads, bridged and metalled, were constrected snd maintained wader the

supetvision of militury engineers.” Rapart of the Boad Dewlopment Commitien p. 8.
¥ Raport of tw Boed Development Commit'se, p. 9.

39
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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
woye e o @i applications were made to the Court of
Directors for the construction of railways
in India. In 1845 the East 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 as 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-
tionately large returns can be obtained to
meet the great expense, first of construct-
ing and then working them. According to the experience
of this country, by far the largest refurns are procured from
passengers, the least from the traffic of goods. Tbe condi-
tion of India is in this respect directly the reverse of that of
England. Instead of a dense and wealthy population, the
people of India are pcor and in many parts thinly scattered
over extensive fracts of the country. But on the other band,
India abounds in valuable products of nature, which are in
a great measure deprived of a profitable market by the want
of cheap and expeditious means of fransport.”” 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 confinued
action of violent winds and the influence of a vertical sun,
the ravages of insects and vermin upon timber and earth-
work, the destructive effects of the spontaneous vegetation
upon earth and brickwork and the lack of competent
engineers were held out as 8o many difficulties that had to be
overcome. The Court, however, admitted that wherever rail-

Eerly mwisgivings.
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road communication could be advantageously 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 extent
of its vast plains, which may in some directions be traversed
for bundreds of miles without encountering any serious
undulations, the small outlay required for parliamentary or
legislative purposes, the low value of land, cheapness of
lab>ur, and the general facilities for procuring building
materials, may all be quoted as reasons why fhe introduction
of a system of rail-roads is applicable to India.”’! The

British railway Companies, bowever, were
cial omand for 80at- 1 willing to embark on railway ventures

without 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 fixed dividend on their capital outlay. It is, bowever, to
be observed that 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 pilgrimage.?

1 Report of the Commiltes of Engiocers, 1%h March, 1816,
1 Hoace Beli, Railway Policy in India, p. 4.
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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 railways in India by jointstock companies but they
were opposed fo 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 fo these companies! The companies might
experience 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 concessions.
He said that the assistance to be given ougbt not to be
limited to the land. Tbe value of land was on the average
£ 200 2 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 & rapid and daily communication to
Delhi.> The Sikh wars at this time brought the question of
mobilisation of troops into prominence and
conpuence of militay  railways began to be viewed from a mili-
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
“mpire. 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-

1 Lstter from the Goveroment of Indis to the Coort of Directors, 9th Mgy, 1846
- 1 Minaie of Lord Hardinge, 33th July, 1846,
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bution of 5 lacs of rupees . may be made 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 fo the idea of a guarantee or af 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 Direc-
tors entered into contracts with the East Indian Railway
Company and the Great Indian Peninsular Railway Company
for the construction of two lines—one from Calcutta through
the Gangetic plain and the other from Bombay through
north-east. In 1850 Lord Dalhousie in his Minute on the
subject of railway construction regarded the first railway
line as a great experiment and was anxious that it should
prove a commercial success so that the investment of capital
in similar works in other parts of India might be encouraged.
In 1852 Kennedy in a memorandum impressed upon the
authorities both in England and in India ‘ the great im-
portance of the speedy completion 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 wes laid
out.

! Minue of Lord Hardings, 3th July, 1846,
! Keunadys Mamorandum.
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In 1853 Lord Dalhousie in a Minute, dated the 20th
April, laid down the policy to be pursued
in the development of railways in India.
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 copsolidation 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 {reasure
and of life that are involved in even the ordinary routine of
military movements over such a tract, and the comparative
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 all circumstances at a speed
exceeding fivefold its present rate.”’! 'Not merely was he
_ influenced by the military and political

oo fﬁfﬂge;"d advantages in shaping the railway policy
but the commercial 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. Greatl tracts are
teeming with produce they cannot dispose of ; others are
scantily bearing what they would carry in abundance if
only it could be conveyed where it is needed. England is

-

1 Minute of Lord Dalhousie, 20th April, 1353.

Policy of Dalhousie.
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calling aloud for the cotton which India does already pro-
duce in some degree and would produce sufficient in quality
and plentiful in quantity if only there were provided the
fitting means of conveyance for it from distant plains to the
several parts adapted for its shipment. Every incre:ise of
facilities for trade has been attended with an increased
demand for articles of European produce in the distant
markets of India.”’* He sketched out the trunk lines that
should be constructed in India and pointed out that the
selection of these lines should be dependent upon three
considerations—(a) the extent of political and commercial
advantages, (b) the engineering difficulties which they might
present and (¢) their adaptation to serve as a main channel
for the reception of branch lines which may be found
necessary for special public purposes or for affording the
means of conveyance to particular districts.
The Governmenf of India in accordance with the views
Construotion of expressed in this Minute recommended
Sruok liors, (1) That a general system of railways
connecting the several presidencies and constituting the
great trunk lines within them should be sanctioned and
executed without further delay. (2) That the trunk line in
the Presidency of Bengal shouid be carried up the valley of
the Ganges to Allahabad and thence up to the Doab to
Agra and Delbi with a view to its being pushed through
*{he Punjab westward. (3) That a junction line should be
" formed between the above mentioned trunk line and the
Presidency of Bombay. (1) That a line to Kbandesh and
a line to Poona should be undertaken. (5) That two lines
be constructed in the Presidency of Madras to connect the
south of India and the west of India.*
The construction of railways in India gave rise to
thres important issues—the ageocy by which it was to

I Minnte of Lord 1'albousie, Sth April, 16853,
¥ Laelter trom thy Goverament of India 4o the Cos rt of Directors, 4th May, 185,
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be undertaken, -the financial assistance and control. It
was contended by some respopsible persons that railways
in India shonld be constructed on bebalf of the Govenr-
went 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 railways by a
Company under the supervision and control of the Govern-
ment. Being imbued with the ideas of laissez faire, 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.! The question of construction of railway by
the Companies being settled, the only matter of importance
was how to induce the companies to invest their capital in
railway undertakings in India. It bhas been nofted before
that the projectors found it impossible to raise the necessary
funds for their proposed schemes without the assistance of
Government. Between 1849 and 1859 eight Companies
were floated under a financial arrangement
which came to be known as the Guarantee
System. The terms of contract under ‘this gystem may be
stated as follows : ~

(1) Land was provided by Government for all works on
a lease for ninety-nine years.

(?) Interest at 5 per cent. per annum to be paid to the
Company on capital paid into the Treacury for ninety-nine
years.

(3) The net receipts from the railways were to be paid
to the Government Treasury. If they amounted to less than
the sumn due for guaranteed interest the deficiency had to be
made good from the revenues of India. If there was a

Guarunu‘e Syastem.

! Mipute of Lord Dalhousic, 20th April, 1653,
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surplus profit after paying the interest of 5 per cent. one
balf of the surplus was fo be applied to the repayment of the
sums previously paid by the Government on account of
guaranteed interest and the other balf to be added to the
dividend of the shareholders. If the whole of the money
advanced by the Government for interest shall have been
repaid and discharged, the Companies will be entitled to
the whole of the profits.

(4) The Railway Companies have the power of surren-
dering the works at any time 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 o repay
the whole amount that has been expended with their sanc-
tion on the undertaking.

(6) Governmeant has the power withia six months after
the expiration of 235 or 50 years from the date of the con-
tracts, of purchasing the railway at the mean market value
in Londoa of the shares during the three previous years.

(6) At the expiration of 99 years, the land reverts to
the Government and also the works if the Company do not
exercise the power of surrendering before that period.

. () The rates and fares are to be fixed with the
approval of Government, and in the event of profits exceed-
ing ten per cent. the Government can order a reduction in
rates,

(8) Government to determine the route to be followed
and had power to alter or to extend it.

(9) Government 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 soldiers at reduced rates,

% -
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The financial responsibility undertaken by the Govern-
ment necessitated close control and
supervision over the affairs of the Com-
panies under such a conmtract. 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, w hetbher 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 construction
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 confrol was
exercised by the Government of India through their Consult-
ing Engineers. In 1857-58 the House of Commons
appointed a Committee to enquire into 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.”’' 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 operatious
was requisite and even valuable fo the interests of the share-
holders themselves.

State control over
ratlways,

1 Report of the Committee of 1858.
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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
oalled upon fo meet the guaranteed interest from their
revenues. The guarantee being withous 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 much money as possible on
their works, instead of the exact reverse.! There was thus
no limit fo the sum that might be invested in railways
and so no 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
objected 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 public works loan ; but under
conditions the most disadvantageous possible for the people
who must be taxed for the payment. If the public
work on which 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 hud no profit, the lender had the whole.”"*
Mr. S. Laing opposed the Guarantee System on the ground
that there was nothing to induce the engineers and agents

! Danver's Bapart oo the Administration of Indian Railways, 1658,
T Minute of the Governor General, Sth November, 1858,
3 Migute by 8ir J. P. Grant, 5th May, 1857,
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of the companies to do their work economically and even
the shareholders had the faintest possible interest in it for
they had their 5 per cent. in any case.’

The advantages of private enterprise were neutralised
by two factors, viz., that the management was non-resident
and the data of cost and traffic were uncertain, but yet
bhe thought this system was preferable to any other
system. The Government, he thought, might be financially
embarrassed and might pot be able to raise funds, but in
the case of companies capifal could be had by means of
calls and hence there would be continuity in policy
and construction. For this continuity ip construction
and for a close connection between India and the Enpglish
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 monbey,
and a railway department at the India 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 exiension of the railways and the
form of fiinancial assistance became the
subject-matter of considerable discussion
in 1863-64 whben the Indian Branch Railway Com-
pany submitted proposals for the consiruction of lines in
Oudh and Rohilkhund. The Company proposed the construc-
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

Palicy of subsidy.

2 Mipote by Mr. 8. Lming, 1st April, 1651
3 Despatch from Goverument of India to the Becretary of Biede, 1861,
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additional allowance for each largs bridge. These terms
bave been described as the system of subsidy and they,
involved no interference on the part of the Government,
except such as is usual in all countries in the interests,
and for the safety of the public, while it made it incumbent
on the projectors in their own interests to complete the
works ecoromically and rapidly.' 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, 18065, the
Directors pointed out that in the continued depressed state
of the share market, there would be but little hope of
s further issue of debentures meeting with public favour
unless offered at a great sacrifice to the interests of the
Company, and tbhey would therefore look with confidence
** to the liberality of the Secretary of State in Council in
assisting them under their temporary difficulty.’” The
Secretary of State insisted on the execution of the original
contract and was prepared to advance £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 difficulties again and further pecuniary
dssistance was refused by Lord De Grey. In March 1867,
the Secretary of Slate reverted to a guarantee of 52 and a
contract on this basis was drawn up with the Indian Branch
Railway Company for the construction of railways in Qudh
and Rohilkund. Itis worthy of note that this contract was
quite contrary to the view held by the Government in a
previous letter that if the Company did pot find tliemselves
in a position to comply with the execution of the contract
and to prosecute their undertaking with a fair prospect of

1 Note oo Indian Railways—B. C. Will'sas.
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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 after twenty years instead of twenty-five

a and fifty years. The Government of India

uarantee System

opposed on fiosucisl took strong exception to these terms on
grovads. financial grounds. Lord Lawrence pointed
ou$ 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 preparaiion 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 railways. 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 inferest. An enthusiast of

1 Despstch from the Secretary of State for India, 21st Decomber, 1885.
1 Minute by Lord Liswrence, 16th Aogust, 1807.
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railway extension in the person of Mr. Taylor enunciated a
novel financial dictum that *“ the interest charge should be
taken out of capital or in other - words be paid by borrowed
money and funded.”” No one having ordinary financial
prudence could concur in such an unusual view. The
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 yielding no net revenue. When the
Government of India were objecting to the extension of
railways in India on financial grounds,

Northoote's views. Qir Stafford Northcote, the then Secretary
of State for India, enunciated the policy

that the extension of railways in India was not simply a
question of profits. _ *‘ Lines which in themselves were
perbaps unremunerative might be of the highest political,
social and indirectly even of great commercial value.’’ !
These advantages he thought 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 Iudia some lines should be recommended
chiefly by commercial and others chiefly by political utility.
He proposed tbat the commercial lines
should be constructed by companies under
the guarantee system but for the political class direct
Government agency would be preferable. He endorsed the
view of Sir William Mansfield that it might be possible to
ascertain a sum which should be takea as the limit of the
annual charge which should be borne on Railway account,
and thus to establish a system under which, in proportion
as the revenues were relieved of the charge of old lines by
their becoming self-supporting, new ones might be taken up
in their place. - For the first time we find the Home Govern-

; Ohange of agenay.

! Deapaich of the Becrolary of State for Tndis, 18h Jannary, 1862
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ment inclined to a change in the policy of construction of
railways in India by direct Government agency under certain
conditions. With regard te the position of railways ia
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
railways by direci State agency.” He attributed the financial
failure of Indian railways to mistakes or mismanagement in
construction or to a line having beer constructed in defiance
of what prudence dictated. He was opposed to an indefinite
scheme of railway extension without copsidering 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 been made to encourage private

1 7 contend that, whers Government is convinced that on the highest commercial,
social, military and political considersiions, & particular railwsy is grestly wanted by
the country, and will be, if onder the general control of Government, s directly
remunerative work, it is nok proper to leave it to suy set of eapitalists to say whether
the country shall have that want sapplied or not. My own opinion is tbat the
constroction of a railway extending beyond s man's estate cught in every coantry to
be treated in principle »s & naticnal work, to be judged on nationsl considerations.”
Mionte, dated the 5th May, 1857,

? L.rd Lawrence observed ; ** The liability of the Government to s permanent sod
probably increasing echarge on reveous is much increased by the arrangement
under whioh the Government can derive no profit whatever from the most soccessful
railwsy, whils it bears the antire loss of thoss which do Dot pay. There is no set off
of profit against loss in the Governmeot share of these transactions. The whals
profit goes to the Compsnies and the whole loss to the Government. It thorefore
follows, almost aa & positive certainty, that there will bo & permanent charge on the
Government for guarantesd interest eo long ss the present sysiem comtinues.”
Migute, dated the 9th Janaary, 1869,
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enterprise. The shibboleth of private enterprise was a mere
camouflage. 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 loss by the credit of the State or to
allege that the investment of capital by private persons was
bindered by the Government executing works when private
persons refused to do so at their own risk., If the construc-
tion of lines was undertaken by the State there would be at
least the samne rate of ialerest on its loans, if not less, as in
the onse of guaranteed Companies together with the full
advantage of any eventual surplus income. Further, in so
far ws the Government would have unfettered discretion
in the construction, it would almost certainly lead to
a reduction of charge in consequence of greater economy.
As t9 management there was no ground to apprehend that
tnanagement by Government would be less economical than
under joint-stock companies having their boards in London.
The suggestion of the Secretary of the State for India that
the Government should take up all unprofitable lines and
give all the profitable lines to private companies guarding
the latter at 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 the market of railway secorities by the
flotation of unprofitable companies as it would check the
future progress. To this view Lord Lawrence replied : *‘ In
the interest of the Companies, the force of this argument
is of course evident ; and if the Government bad any suffi-
cient reason to improve the condition of the Companies at
the expense of the revenues of India, there might be nothing
further to say on the subject.”” ' He laid down the pro-
gramme that the requirements of India were for 15,000 miles

b Minute of Lawrence, Sth January, 1569,
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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. He 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 was about
3 per cent. ‘‘ Am extravagantly constructed line is per-
manently a financial failure. To a poor country like India
this lesson is of exceptional interest.”’ * 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
Companies did useful pioneering work, conditions of the
problem so changed as to justify ‘‘ modified methods of
action.”” * While supporting State construction of railways,
he kept the door open for private enterprise provided the
*‘ financial responsibility of the Government 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 should 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 lines constructed or begun
by State agency between 1869 and 1880 were the Indus
Valley, the Panjab Northern, Rajputana-Malwa, Northern
Bengal, Rangoon and Irrawady Valley, and Tirhoot.

1 Jbid.
*  Deapatch from the Government of India, 11th March, 1869.
3 Despatch from the Becretary of Stste for Judis, 18th July, 1850,



RoADS AND RAILWAYS 201

Under the terms of the guarantee system the Government
could exercise the right of purchase

ood oo of guaran- ¢ 5 rajlway after twenty-five years.
The State could exercise this right

in the case of the G. I. P. Railway in 1875 and in accord-
ance with the accepted policy of State construction and
management they ought to have taken over the concern
themselves. A considerable amount of interest was due
from the 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 reference to
them, for the deferring of purchase. The right of the
Government to the arrears of interest was foregone and a
new contract was entered into for the division of surplus
profits above 5 per cent. in equal proportion. The Govern-
ment of Jodia in their despatch, dated the 12th August,
1870, pointed out that the concession by the Companies
with respect to surplus profits was in effect no concession
at all ; while on the other band the surrender of arrears
of interest and of the right to acquire tle lines after the
first twenty-five years would mean a very serious loss to
Government. They did not find any justification for
this concession as the credit of the Government was never
better, the undertakings of these (‘ompanies were nearing
completion, and their stocks were at a considerable premi-
um.' But this protest was too Inte to influence the decision
of 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 result of these transactions,’’ as Horace Bell says,
*“ has anyhow been distinctly felt in the financial position

' Duspatch N £0, i§h August, 170,
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of the Empire and there can now be no difference of
opinion in the maftter. The loss to the State bhas, on the
other band, been a very material gain to the sharebolders
of the first two lines above mentioned.”

With regard to the East India Railway, a different
policy was pursued. The Governmeat of India exercised
the option of purchase in 1879 and entered into a new
contrack with the Company for the management of tbe line.
The purchase price of the line was payable in fixed annui-
ties and the Company was allowed to leave £6,550,000 as
its capital in the hands of the Government on which they
would receive 4 per cent. interest. The Company was also
allowed one-fifth of the surplus profits after payment of all
charges including annuities. This contract laid down the
basis of & 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 Companies. From a financial
point of view if is worthy of note that the Government of
India paid annually Rs. 168,540 on an average doring 1880
and 1891 as fifth share of net profits.

The policy of State construction of rallways necessitated

the borrowing of funds on Government

Borrowing in the
Londou market limit-  account in the London Money Market.
) The continuous borrowing for railways
and irrigation became a subject-matter of comment and
criticism, with the result that the House of Commons ap-
pointed in 1878 a Committee to enquire into the question
of East Indian loans. This Committee recorded its opinion
that the expenditure upon railways and irrigation, though
not remunerative in the aggregate, was on tbe whole bene-
ficial to India and that although considerable sums had been
wasted and certain profitable schemes undertaken, the policy

! Horace Boll—Rsilway Policy in Indis, p. 97.
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of borrowing for productive public works might within
certain limits be confinued. They recommended that not
more than £2} millions should be borrowed in any one 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 maintenance of effective control over
the expenditure of vast sums of money by a central public
department. '
But the question of railway construction in India
Famines and rall at this time assumed an important
way construetion, pbase. During 1874-78 India was visited
‘ by famines of unusual severity which
resulted in the death of more than four willions of people
and the cost of relief and the remission of revenue amount-
edto eleven crores of rupees. Protective measures against
these calamities were urgently called for. On the one hand,
there was the supreme need for making the production of
foodstuffs less uncertain by constructing irrigation works
and, on the other, there was the need for. the improvement
of the means of coromunication by which the surplus produce
of one area could be rapidly and efficiently diverted to that
in which famine was impending. The importance of
railways as a preventive of famines was emphasised by the
Famine Commission of 1878-80 in the following words :—
‘* Had it not been for the linesof railwaye which traversed
the famine area in 1677, 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 effect of the railways has been pnot 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 thus to add very
largely to the available resources of all districts in times
of difficulty.”” ! The Commission recommended that 5,000

! Raport of the Tadian Famine Comminion, 1878-80, p. 169.
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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 diversion of the resources of the
State fo 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 bastened. The.
Government of India diverted a portion of the Famine
Insurance Fuad which was created in 1878, 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,
communicated 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.”® But if private capitalists
were hesitating, some form of modified guarantee might
be necessary. It was also laid down asa rule for future
guidance that po nmew 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

1 Despatch of the Becretary of Biate for India, 1681
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from the standpoint of famine protection. The views of
the Government were expounded by Sir E. Baring in his

budget speech in 1881. It was pointed
Changeof policy.  out by him that & capital expenditure
of £2% millions a year was inadequate to meet the wants
of India. He said, *‘ The need for railway development is
so important that I doubv whether Government agency
alone can adequately perform this task, and I hold that in
any case it is not desirable that it should do so if private
agency can be found to undertake the work.”” ! He appeal-
ed vigorously to private capitalists to undertake railway
construction in India and emphasised that there was still scope
for private enterprise and the Government did not want to
create an artificial monopoly in its favour. The Government of
India were prepared to aid private enterprise by making
surveys and 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 scheme. 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
the Committee of 1878-79 permitted an expenditure of
not more than 50 lakls of rupees on famine lines, and with
this small sum there was no hope of accelerating the con-
struction of what was urgently needed, without dangerous
delay except by entrusting their railway works to private
enterprise under a safe and reasonable guarantee.? They
further proposed that the guaranteed interest on the capital
of such ruilways should be a charge on the Famine Insu-
rance Fund, The terms which the Goverpment of India
proposed were described as *‘ limited guarantee.”” The
Government should determine the direction of lines and
if required make the necessary surveys. In addition to

! Financisl Siatement, 1651-89.
¥ Horeos Bell—Bailwsy Policy in India
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free land they proposed to pay interest on capital during
construction 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 departure from the accepted policy of tbe Govern-
ment brought private enterprise again
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. Without the assistance
of the State were floated the Nilgiri, the Delhi-Ambala-
Kalka, the Bengal Central and the Bengal North Western
Railways. Of the unaided Companies, the first became
bankrupt and the second and third had eventually to be
given a guarantee. Under the terms of limited guarantee
the Companies were practically agents of the Secretary
of State for India for raising loans who gave a guarantee of
interest on the -sum so 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 fa_tes and fares.” !
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 surplus it was to be
applied to repayment of interest advanced by the Govern-
ment and thereafter of the surplus, three-fourths were to be
paid to the Secretary of State and one-fourth to the Com-
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 § per

Assisted Companien.

1 Hotsce Bell-Rajlway Palicy in India, p. 88.
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cent, The terms of pdrehase were, that at the end of
30 or 50 years, the Government would buy the undertaking
at the rate of £125 for each £100 stock. Tbese railways
in the absence of a better terminology have been described
as *‘ assisted *' Companies. It is a misnomer to call these
Companies as instances of private enterprise.

- General Stratchey strongly disapproved of this reversion
to guarantee system. He observed : ‘I say without any
hesitation, that the system of giving an absolute guarantee
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 a very valuable property at the ex-
pense of the taxpayers of India which has passed into the
bands of third parties without their baving incurred, in any
sort of way, any risk. Theirs was not an enterprise. I say
that, according to my judgment, this is an entirely unjusti-
fiable application of the resources of India for the benefit of
private persons.’’ ! In 1883 the Government proposed in &
despateh that a public works policy in India must in a very
great degree depend on the financial position. The conti-
nued fall in exchange necessitated a good deal of caution in
the creation of fresh gold liabilities. They went so far as
to say that they would regard increased taxation as a greater
evil than relatively slow progress in railway construction,
more specially in the case of railways not required for
famine protection. As a general rule it was held that the
Government should only undertake the construction of rail-
ways which from their unprofitable character in a commer-
e'al sense or other causes could not be made by private
enterprise. In 1884 tho Home Government appointed a
Select Commiittee to re-examine the policy which sbouid be
pursued in regard to the extension of rail-
ways in India. In the meantime the
various Chambers of Commerce pressed for a rapid extension

1 Rvidence belore the Beleck Commiltes on Indian Railways, 1684, p. &
38 -

Commitiee of 1634,
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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 important industries of jute and cotton
were making increasing calls upon the services of railways.
In considering the means by which a more rapid extension
of railway communication might be accomplished the Com-
mitiee 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
State and Prieate CODSruction by the State would compel
entorprise  recn- the Government to assume an onerous
charge.””! But at the same time the

*‘ emulation between quasi-private enterprise and Govern-
ment working would tend to promote economical construce
tion.”” It is, however, to be observed that this cherished
economy was meaningless, for construction by both agencies
was under the direct supervision of the Government and the
experience of the past years in regard to guaranteed railways
was the reverse of economy. The Committee, further, re-
commended that the technical distinction between protective
and productive works was not maintainable for they were
based on estimates of cost and receipts which might later on
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 be technically considered protective
or productive.® The distinction between protective and
productive works was the source of another great evil. Tt
was pointed out that this distinction hindered the applica-
tion of borrowed capital to the very lines which were most
necded as a protection against famine and tended to cause
unreasonably sapguine estimates of many projected works

1 Roport of the Select Commitiee 0o Indian Railways, p. 10.
3 Jbid, 1884, p, 9
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to bring them into the productive class.! The Committee
further recommended that the limit of borrowing fixed by
the Committee of 1878-79 at £2} millions should be in-
creased to £34 millions but they disapproved of the sugges-
tion of the Government of India that interest on the capital
outlay of the railways should be paid from the Famine
Grant. The construction of important
lines baving been completed a need was
_ felt for the opening of branch or feeder
lines. The branch or feeder lines would be small concerns
snd the Government wanted to encourage the construction
of these lines by private companies. At the same time the
continued fall in exchange 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 took 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 investors and in 1896 revised terms were
offered. Under the new terms, a Company was permitted
to construc: approved branch lines and to pay interest out
of capital and was allowed a rebate up to the full extent of
the net earnings of the main line in supplement of its own
earnings £o as to permit a dividend of 3} per cent. on its
capital. A few lines were constructed on these terms but
even these conditions did not meet with much favour with
the investing public. *‘ The reason for this,’’ said Robertson,
‘‘ is perhaps to be found in the fact that the only lines
which the Government were prepared to allow Companies to

Branch and fecder
lines.

b Inid. p. 1L
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take up were those which were not expected fo be the mos
remunerative and that they bave undertaken the constructio:
of the most promising projects themse]ves or have reserve
them for construction as State Railways.’’?

We bave briefly surveyed the financial arrangement:
under which the railway gystem in Indi:
has developed. Tbis sufvey discloses tha
Indian railways have developed under g diversity of condi
tions the analogy to which is bardly to be found in an)
other countries. There are in India Stato lines worked by
the State, State lines worked by Companies, Company lines
worked by Companies and Company lines worked by the
State, By the policy of purchase, the Staie has become the
proprietor of the bulk of the guaranteed lipes. Out of a
total of 39,049 miles of railway the State js the proprietor of
27,863 miles. Thus the nationalisation of railways which in
many western couniries is looked on with favour is in India
almos$ ap accomplished fact. . The following table indicates
the growth 'of railways and the volume of traffic :—

Growth of traffic.

Hiemee: (itiocss,  {million toos.

1853 22

1861 1,028 59

1870 4,182 17'} 84

1880 - 9,207 48 104

1890 16,404 114 226

16800 24,744 176'3 455

1910 32,089 8715 65'6
1920-21 87,029 659°% 816
192ﬁ-27 39,149 6043 858

Roberteos—Report oo Indian Hailways, p. 80,
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It will appear from the above figures that ib tho course
of half a century India possessed nearly 25,000 miles
of railway. In the first quarter of the present ceniury
there has been an increase of 50 per cent. in mileage.
The estimate of the Famine Commission that 20,00Q
miles of railway would meet the requirements of India has
long been surpassed. The important towns of India bave
been connected and the railway policy of the present century
is influenced by the considerations of trade and industries
rather than military and famine protection which loomed
large in the eighties. The phenomenal growth of the
passenger traffic has falsified the apprehension of the early
projectors that there would be very few passengers to avail
theniselves of the facilities ol railway travel. Almost every
decade shows the number of passengers either trebling or
doubling. 'There has been similar growth in goods traffie.
During 1850 and 1926-27 the amount of goods traffic has _
increased fourfold. This is the period which synchmmself
with a rapid development of the foreign trade of India. The’
radiation of the important trunk lines from ports has con-
contrated the bulk.of the traffic on these lines. The
advantages which the railway 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 conditioned by the developmeat of railways. Famine
in the sense of an absolute shortage of food has been a thing
of the past. The mobility of labour has been the direct
oconsequeace of the improvement in the means of transporta-
tion. The increased value which the raiyat now gets for bis
products is due. directly to an expansion of demand which
bas resulted from the cheapeniug of the means of transporta-

tion. These advantagea are no doubt substantial but one
may look back and ask at what cost these

advantages have been secured. To the
end of the last century there was an annual loss amounting

Fipancial results.
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in the aggregate to £51; millions. For ihe next ten years
the State secured a small aunua) profit ranging roughly from
£100,000 to £1} million. For the last few years 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 £514 milliops in the
earlier period.' It must however be admitted that the net
profi 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 af the same time a
considerable portion of the railway 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. The fall in the exchange value of the
rupee imposed greater liabilities on the State for the dis-
charge of their gold obligations than are usuaily seen in the
loss represented by gold. The percentage of profit earned by
Indian railways will be seen from the following table

Year o Ba) , il
- 1900 3204 . 4'98
1910 4389 546
1920 65832 474
19.6-27 788°'66 541

In the present century three important questions relating
to Indian railways have been of considerable interest—the
allocation of funds for railway improvements and extensions,
the management of railways whether by the State or by
Companies apd 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

1 Report of the Acworth Commities, 1920-21, p. 60.
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for capital for new lines and on the other, capital was needed
for the improvement of the existing lines to cope with the in-
oreasing volume traffic, The arrangement under which funds
were provided for capital expenditure came fo be known as
the Programme System. Thissystem as
described by the 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 the amount that can be made
available for capital expenditure on railways during the year,
and proposals as to the manner in which it shall be expend-
ed, whether for the improvement of existing systems, for
progress on lines under construction or for the commence-
ment of new lines. The estimate of resources includes all
sums expected to be provided by the State from whatever
source and all money expected to be raised by guaranteed
companies. This scheme of expenditure when sanciioned
by the Secretary of State with such modifications as he
thinks necessary becomes the railway programme of the
year.”’' The system of allotment of funds under this
system was not merely uneconomical but was the source of
constant friction. No railway knew or was able to form any
acourate estimate of the sum which would be allotted to it
during a series of years. Further, as any unspent balance
lapsed at the close of the year the work in many cases ‘ bad
to be burriedly proceeded with and rushed through in such
» manner as to interfere seriously with its satisfactory
execution and the expenditure of the money to the best
advantage.””* It'often happened that grants were cut down
during the year because the Finance Department bad to meet
jncreased demands from other departments or they might be

Programme Bystem,

"1 Bagort of the Mackay Committes, pp. 5-8. o
$  Robertson—Report oo the Administretion and wurking of ITodias Railwaps.
p 3L
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increased unexpectedly at a late stage in the year because of
some unforeseen windfall.*

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 movo on 1lst of
April.”” 'This system was not best adapted to the needs of a
great commercial enterprise whose success in no small
measure depended upon & continuity of policy. ‘* We cannot
buf feel,”” observed the Acworth Committee, ‘‘ that the
authorities ultimately responsible for Indian railway finance
have entirely failed to 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 {o 2°4 per
cent. in 1918-19. Thé consequences of this underspending
were that the net revenues of the State railways rose from
454 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 for develop-  F211ways in India was not keeping pace
wept. with the demands of trade. But during
the war the situation became 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 indus-

! Acworth Qommitiee’s Report, p. 35.
7 Report of the Acworth Committee, p. 97,
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try was put to an unusual difficulty for shortage of wagons.
Other industries were subjected to the same handicap.
The Acworth Commitiee, therefore, expressed the opinion
““ That the railway development and the economic develop-
ment of India have been starved is not the only charge
which we are compelled to bring against the system of
financial control to which the railways have been subjected."’
The only way of escape from the situation that arose
Bepawbion of ril. UUTIDE war was the separation of the
.y ::;:as;thomsew railway budget from the general budget.
The reasons for the separation of the rail-
way budget from the general budget may be stated as
follows :

(1) That it is impossible to provide for the proper deve-
lopment and efficient working of a continuous commercial
concern by means of an annual budget system which
implies that the concern goes out of business on the 31st
March and starts again on the 1st April ; that even allow-
ing for exemption from the principle of lapses at the close
of cach year, Railway DBudgets, if incorporated in the
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, whereas in a8 commercial under-
taking like railways it is of the first importance that expan-
sion and contraction of expenditure should follow, on a more
elastic basis, the policy and financial circumstances of the
railways themselves without unduve limitation in regard to
periods and dates.

(2) That, so long as the two Budgets are combined
there is always the risk that railways will come to be
subsidised out of general revenues.

(3) That, conversely, since a considerable portion of
railway expenditure recurs in cycles, the whole of the excess
of revenue over expenditure in years in which expenditure

39 .
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18 low, is diverted to meeting the cost of other heads
of expenditure, and no reserve is kept to meet the heavy
railway expenditure in years when expenditure 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
1nvolves the complete separation of the Budget.-

"(5) That from the point of view of the central budget,
the inevitable fluctnations of railway revenue are a great
disturbing factor and that separation is the only means of
securing some measure of stability.’ '

The problem of the separation of the railway budget
from the general budget raised the impor-
reimroation fram  tant quéstion of a contribution of revenue
by the former to the latter. The Acworth
Commlttee expressed the view that the only payment by
the railways to the general exchequer should be the interest
on the debt 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
been placed on a paying basis they should in all fairness
afford some relief of taxation in the central budget. On
this point the Committee said : * We have no wish to express
a positive opinion, though we think there is much to be
said for letting bygones be bygones.”** They further said’
that ** the Railway department once it has met its liability
to its creditors, should itself regulate the disposal of the
balance and should be free to devote it to new capital pur-
poses or to reserve or to dissipate it in the form either of a
reduction of rates or improvement of services.,”” 'This
view of the Committee, it must be admitted, does not carry

1 Memorandum op the sepsration of the Railway from the Genersl Fipance., Bep
Report on Indian Railways, 1920-24, p. 85,
1 Acworth Commitiea's Report, pars. 74,
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conviction. If railways are to be run on commercial lines
tbere is no valid reason why they should not yield some
profits to the relief of the central exchequer which takes the
risk and ultimate financial responsibility. There is, however,
another point that should not be lost sight of. The
aggregate net gains in the nine years (1915-16 to 1923-24)
amounted to 58'63 crores. But though this figure was
-congiderably swelled on account of a curt.a.ilmegt of revenue
expenditure, yet the annual average surplus would have been
at least 4° 16 crores making allowanoce 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 the liabill{y of the
railways for a definite contribution to the central exchequer.

It was proposed by the Guvernment that the contribu-
tion should be a sum equal to five-sixths of 1 per cent. on
the capital at charge of the railways (excluding capifal con-
tributed by Companies and Indian States and capital expen-
diture on strategio railways) at the eund of the penultimate
financial ) ear plus one-Gfth of any surplus profits remaining
alter payment of this fixed return, subject to the condition
tbat if in any year railway revenues are insufficient fo provide
the percentage of five-sixths of one per cent. on the capital
at charge, surplus profits in the next or subsequent years
will not be deemed to bave accrued for purposes of division
until such deficiency has been made good. From the con-
tributions so fixed will be deducted the loss in working, and
the interest on capital expenditure on, strategic lives.

Any surplus profits that exist after payment of these
charges shall be available for the railway administration to
be utilised in

() forming reserves for—

(i) equalising dividends, that is to say, for securing
the paywent of the percentage contribution to the
general tevenues in lean years, :
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(i4) Depreciation,

(#4) writing down and writing off 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 finaces should be separated from the general
finances of the country and the general revenues should
receive a definite annual contribution from railways, which
should be the first charge on the pet 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.
Any surplus remaining after this payment to general revennes
was to be fransferred to a railway reserve ; provided that if
the amount available for fransfer 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. The net contribution of the
railways to general revenues under these arrangements was

as follows :

1924-25 678 (crores)
1925-26 548
1926-27 éo0r
1927-28 630 ,,

The separatibn of the railway budget from the general
budget did not contemplate an absolute financial indepen-
dence of the railways. The Acworth Committce while
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advocating financial independence assumed that the railway
budget would continue to be voted by the Assembly so as to
“énable it to exercise an effective check over its activities.
Government have instituted a standing Railway Finance
Committee of the Assembly for the serutiny and approval of
all railway expenditure. The recommendations of this Com-
mittee are to be approved by the Assembly.

Two other questions which have been most widely dis-
cussed in recent years are tie rates policy
and the management of railways. The
question of railway rates is & highly technical oone. From
the standpoint of the development of the industries of a
country, its influence cannot be overestimated- The diver-
sity of roanagement, the existence of foreign interests, and
the considerations for revenue 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 country from the ports. It has been urged that
the rates policy has encouraged this sort of traffic at the
expense of the local or inter-provincial trade. The Indian
Industrial Commission pointed out that ‘‘ many inequalities
have arisen between goods for export and imported articles 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 have
resulted.”” ! The Indian Fiscal Commission also received a
mass of evidence to the effect that the rates policy in India
was designed to afford an *‘ encouragement to the export of
raw materials and to the import of foreign manufactures to
the detriment of Indian industries, which often bave to pay

Ratos Policy,

' Report of the Indisn Jodustrial Commission, p. 904
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what are often described as unfair rates both on their raw
" materials transported from other parts of India and on their
‘manufactured articles despatched to the various markets,’” !
and they held that these complaints were not without found-
ation. The Acworth Committee also pointed out that *‘un-
questionably low exceptional rates exist for traffic to and
from ports, especially the great ports of Calcuita 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 tbe Indian
tapning industry. The competition between the different
railway systems has also been responsible for the lowering of
rates to ports with a view to divert traffic from one Indian
port to another. An instance of this attitude lies in the
‘ block rates ’ or higher mileage cbarges for short lengths
imposed on traffic moving from a station near a junction
with another system towards the junction, in order to 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 diversion.
Long-distance traffic is considerably bampered under another
system known as the ‘scale’ or ‘tapering’ rates. Under this
gystem each railway treats the lengih on its sysiem 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.

Indian industrialists have been insistent on a thorough
reform of the rates policy with a view to develop the 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 Indis, and the uneven distribu-

! Hepori of the Tndian Fiscsl Commission, p. 78,
1 Report of the Acworth Committes, pata. 150.
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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 the principal means
by which substantial encouragement can be given to the
growth of industries in the inferior of the country.”” ! The
Tariff Board in the course of their enquiry into several
industries drew attention to- the hendicap imposed upon
Indian industries on account of heavy freights on raw
materials and coal.? Government of India, however, have not
agreed with the Indian public on thissubject. As the Hon’ble
Mr. Clark said: ““ If you once decide that the railways
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 other ways.'' The same view is entertained by the Railway
Board who observe in a letter ‘‘ Conce sions in rates which
will not even in the long run prove remunerative, amount to
a subsidy ; that subventions in this form are open to obvious
objections and that they are certain to affect very seriously
the revenue from railways.’* * The Indian Industrial Com«
mission laid down three principles that should guide the
railway rates policy in India:

(1) The governing principle which, we think, should be
followed in railway rating, so far as it affects industries, is
that internal traffic should be rated as nearly as possible on

an equality with traffic of the same class and over similar
distances to and from the ports.

(2) That railways should accept the principle which is
followed in some other parts of the world, that a consign-

! Procesdings of the Legislntive Councd of the Governot Genersl, 1915, p. 579, Bog
Resolution re State wansgement of Railways, ’

1 Bes Reporrs oo Puper and Cemsol Indusiries

¥ Letar No 158 97th June, 1916,
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ment travelling over more than one line should be charged a
sipgle sumn based on the total distance.

(8) That favourable consideration should be given to.
new industries in cases where the investigations of the
Department of Industries show this to be necessary, by the
grant of low rates 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 the Rates Advisory
Committee of Great Britain to deal with the cases of undue
preference or unreasonable rates. In accordance with this
recomnmendation a Rates Tribupnal has been set up ip
India consisting of an experienced lawyer 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 will be little fear that the railway policy will
adversely affect the industrial development of the country.

The question of management of Indian railways bas nof

' been free from controversy. In Great

Bl:ﬁ:ﬁ?ent o Britain and the United States, railways
have been constructed by private com-

panies without any financial .or other advantage from
the State, and the management of ‘these railways
bas been left to the companjes without considerable
interference from the State, except what was required in
the interests of the public to safeguard them against mono-
polistic disadvantage. The practice on the continent bas
however been different where State and private enterprise
have participated in railway construction and management.
1t 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 the
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total mileage was entrusted to Companies for managengent.
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
were ‘! distinet advantages in keeping in touch through the
London Boards with British manufacturers, with British
Consulting Engineers and with the London Stock Exchange
as also in maintaining an agency in London for the recruit-
‘ment of the European railway staff.’* It was also claimed
that the technical and expert knowledge of the Directors
would be helpful in the initiation of new schemes and in the
improvement 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
that it conducts its busines ** with more enterprise, economy
and flexibility than are found by experience to be attained
in businesses managed by the State.” ' But Companies
managing the railways of India are not Companies in this
sense because they are not the proprietors of railways
but are merely managing agents. The question of company
management of Indian railways was discussed in all its
aspects by the Acworth Committee but they were divided
on this subject. The chairman and four other members
have condemned the Company system of management.
They observed : ** Qur experience and investigations in India
have led us to the quite definite conclusion that the system
has never worked satisfactorily and cannot be made to do
8o. The management of the undertakings is nomipally
entrusted to the several guaranteed companies. We say
‘ nominally® for the Government feeling itself to be the real
owner and ulfimately responsible, not only financially but

1 R-p.ﬁdllnmﬁcun-iuu.p.“.
40
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also morally and politically, for the policy pursued, bas
always refused to leave any initiative in their hands.””* The
Companies have no real control over management as every
case involving expenditure is subject to the sanction of the
finance department. The conclusion of the Acworth group
i 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 distinetly in favour
of Sfate management of railways in India. They
observed “That State control in a vast developing couniry
like India is more syitable than Company control because
the State will be inclined not to look so much at immediate
profits for shareholders as fo the satiafactory development
of the various parts of this Continent.” ?

The European Commercial Community in India are
generally opposed to the State management of railways.
Thus the Bengal Chamber of Commerce held, ““ The present
system provides commercial and business-like administration
‘and secures the tax-payer a growing source of revenue which
the valuable Indian railway properties yield. It also pos-
sesses to a greal extent that elasticity and freedom of
working which are admitted to 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 expansion
of railways in India. They also quoted statistics of working
to show the superiority of Company-managed railways.

! Report of the Acworth Committee, p. 5.
1 Leiter of the Boinbsy Government, 8th April, 1917.
$ Imiterfron Benga] Chambar of Commerce, 184h October, 1914
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Indian public opinion -has insistently demanded state
management of railways. Their arguments are based partly
on econotnic and partly on political considerations. Though
the railways have been built up in India with public
subsidy, Indians bave not been employed in higher
appointments except to & very limited extent and have not
been granted adequate facilities for technical training. It
is also urged, that Company-managed railways are not amens
able to public opinion and in the interests of the public they
should be brought under the control of the legislature,
Indians believe that Company mavnagement does not en-
courage the development of indigenous industries by suffi-
ciently favourable treatment and that under the present
system large profits are made in British interests.

The Acwurth group of the Railway Committee having
considered all the divergent opinions on the subject recom-
mended that in India °‘the State should manage directly
the railways which it already owns.'” As a consequence
of this recommendation and the insistent demand of the
public for State management of railways two important
railway systeos of India, ¢iz., the East Indian and Great
Indian Peninsular were brought under State management
in 1995.

The subject of road development in India bas again
Growth of M.or come into prominence, This is due te
Traneport- the rapid development of motor transport
in India. Before the war the potentiality of the new method
of locomotion was realised, but after the war its progress
was phenomenal, Thus in 1913-14, 4,419 motor velucles
of all kinds were imported iato India and in 1927-25 the
number rose to 25,950. The consuwption of petrol in
India increased froma 4} million gallons in 1913-14 to
50 million gallons in 1927-23. Tins rapid increase is
largely due to the remarkable development of motor passen-
gersin the last few years. This development has taken
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Place not'only in fowns but in rural’ areas also so that the
sérvices often run on comparatively long distances.

In commercial towns motor transport for goods has
largely replaced “bullock carts. In hill areas where railway
construction has nob been economical, motor transport for
goods is developing. It is to be -noted, however, that for
long ‘distances motor transport for goods cannot compete
with railways. There is thus no ground for apprehension
that the motor lorry will ever be a formidable competitor of
railways so faras 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 frown 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 motor traffic is revolutionising the
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 Iengths into a continuous
whole.”” ' The Road Development Committee while recog-
nising the importance of a petwork of railways held that
“* Tt is indeed somewhat incongruous there should be pearly
40,000 miles of railways in India, while the total mileage
of surfaced roads is only 59,000.” * The development of
roads in India is essential for the economie, social and
political advancement of the rural population. The Agri-
cultural Commission pointed out that difficulty of commu-
nications left the cultivator entirely at the mercy of the
local dealer and made primary markefing costly.®

1 Report of the Road Devolopment Committee, p. 16,
1 Report of the Road Development Commities, . 20,
7 Report of the Agricultural Commission, pare. 296,
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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 bandicapped 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
o:".ﬁ,':ﬁpiﬁ:_“““ demands and requirements created by

the growth of motor transport, some
additional taxation should be imposed on motor transport
for purposes of road development. They recommended the
imposition of an additional duty of 2 &s. 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 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-Council with the advice of the
Standing Committee of Roads of the Indian Legislature.
These recommendations have now been put into effect.
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Place not only in towns but in rural” areas also so that the
sérvices often run on comparatively Jong distances.

In commercial towns motor transport for goods has
largely replaced “bullock carts. In hill areas where railway
consfruction Las not been economical, motor transport for
goods is developing. It is to be moted, however, that for
long distances motor transport for goods cannot compete
with railways. There is thus no ground for apprebension
that the motor lorry will ever be a formidable competitor of
railways so faras 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 from 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 motor traffic is revolutionising the
road problem in India. There is 3 demand for an extended
range of movement and for a “‘coherent system which will
unite. broken and disconnected lengths into a continuous
whole.”’ * The Road Development Committee while recog-
nising the importance of a network of railways beld that
‘¢ It is indeed somewhat incongruous there should be pearly
40,000 miles of railways in India, while the total mileage
of surfaced roads is only 59,000.”” * The development of
roads in India is esseniial for the economic, social and
political advancement of the rural population. The Agri-
cultural Commission pointed out that difficulty of commu-
nications left the cultivator entirely at the mercy of the
local dealer and made primary marketing costly.®

1 Report of the Road Devolopment Commities, p. 18.
¥ Report of the Road Development Commiites, ;. 20.
3 Report of the Agricultural Commission, pars. 206
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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
;";wwiﬁ:fm demands and requirements created by

the growth of motor transport, some
additional taxation 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 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-Council with the advice of the
Standing Committee of Roads of the Indian Legislature.
These recommendations have now been put into effect.



CHAPTER X
Fiscar, Poricy 1v Tar NiNereentE CENTURY

The study of the industrial development of a couniry is
bound to be incomplete without any reference to its fiscal
policy. The efficacy of tariffs as a source of revenve and
as a means of developing industries has been recognised by
almost every country. But in India during tbe pre-British
administration, tariffs were framed 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 ipstituted by the Mogul Emperors
Torifs befors customs duties were Jevied upon both the
British rule, 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 Amils
on trade passing through their respective territories.' The
right of collecting customs was ‘an essential symbol of 3
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
upiform 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
.,%":mﬂ, Prvi-  possession .of India, its object was.mainly
pany. the expansion of commerce and with that
object in view it tried to secure commercial privileges from
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the Indian rulers, Thus, as early as 1716, it obtained a
firman from the Mogul Emperor exempting the Company’s
trade from any duty in consideration of a fixed payment of
Rs. 10,000,' The Company did pot participate in the
inland trade of the country but many of their officers did
carry on private trade in the interior. For this trade they
cloimed the privilege of exemption from duty. Nawab
Mircashim remonstrated that the exemption of duty did not
apply to the private trade of the Company's officers but it
was of no avail. Vansitart attempfed to make a treaty
with the Nawab, the terms of which were as follows :—

(1) Forall trade, import or export, by shipping, the
Company’s Dustak should be granted, and it should pass
unmolested and free of the customs.

(3) Forall trade from one place within the country to
another, in commodities produced in the country, Com-
pany’s Dustak should be granted.

(8) That duties should be paid on such commodities
according to rates which shall be particularly settled and
annexed to the agreement. *

But these terms were unacceptable tothe Company's
officers, and the Nawab 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
Yhe Compeny o Bengal in consideration of an annual
tioued the indigenous  payment of 26 lakbs of rupees. The
ysions of terif. grant of Dewani meant the administra-
tion of the revenues of Bengal by the East India Company.
It made the East India Company masler of the provioces
of Bengal, Bibar and Orissa. The Company had no ex-
perience in the administration of the revenue of the country
with the consequence that they did not at first deem it safe to

1 McGrogor, Commarisl Tarilla, p. 83
' R. C. Dasa, India under Barly British Rule, p. 98,
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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 March, 1773, that “All duties,
tolls or fees or ground rents collected at the Gunjes, shall be
collected as usual until the Board shall establish such new
regulations regarding them as they may think necessary."’

The study of customs in India falls under three heads: -
Land customs or transit duties, Sea cus-

Bongay 0™ i toms and town duties. Land customs de-
servg our attention first. In 1773 the

Government custom' was at the rate of 2% p. ¢. which
was - levied on all articles (with some exceptions) of inland
or foreign trade which were imported into or exported from
Bengal, Bihar 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 so
onerous that jn 1788, under instructions from the Court of
Directors, TLord Cornwallis abolished it. Internal trade
within the Company’s possession was thns rendered free but
the trade with the territories of the neighbouring pripces
was still subject to duties. Thus when Lord Cornwallis
abolished the establisbment of five customs houses in Bengal,
Bihar and Orissa, he retained the import and export duties
which were coliected on the frontier of the Company’s
posseasions and established a new customs house at Manju
at the confluence of the rivers Ganges and Gogra for colléct-
ing duties on goods passing between the Company’s provinces
and the dominions of the Vizier of Oudh. It should be
noted that this measure did not affect the collection of cus-

toms on the trade of Calcutta.

! This doty was different from the Company's costom or Calcotts town duty
which was levied bythe Company on account of their factorisl rights on the import
or export trade of Caleatts, Harrington, Aaslysis of Bengal Regulations.
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Though the Company -abolished the inland duty within
their dominions, the trade was not as free as might be
conceived. Under the name of Sayer, the Zeminders still

¥ collected duties on the trade passing through sheir territories.
In 1793 when the permanent settlement of land revenne
was introduced, the Zeminders were deprived of their right
to collect Sayer. This step, be it noted, brought a "con-
siderable amount of freedom in the internal {rade of Bengal,
and the abolition of the Calcutta customs or fown duty in
1795 made it whole free.

These salutary measures, however, did not continue long.
The warlike administration of Wellesley gave rise to a pressing
demand for revenue and these duties were revised at a bhigher
rate in 1801, with a redeeming provision that articles which
bad once paid inland duty should not again be liable to it.
The Company's territorial possessions in the meantime largely
increased partly by conquest and partly by cession and the
administration of customs became a matter of difficulty as
different rates of duty prevailed in different provinces.

Regulation IX of 1810 which was passed on the
recommendation of the Customs Committee of 1803, em-
phasised the 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 bouses and chowkees were established at
the principal marts of Bepngal and the Upper Provinces.
Under the provisions of this regulation, a large number of
articles including cotton yarn and piece goods, eilk fabrics,
embroidered cloths and brocades, betel nut, drugs and gums
paid a transit duty of 7§ p. c. ad calorem. Woollens, indigo
and sugar paid 5 p. c. Further, the actual rate of tramsit
duty varied according to the country of origin. Cotton and

' Beport of the Commilico oo Cwstoms aad Fost-afics Regulutions, 3836, p. 16,
41
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silk piece goods if imported inland from the territories of the
Vizier of Oudl paid a duty of 2} p. ¢. on account of treaty
obligations. But onm the same goods manufactured in the
Company’s territories, a duty of 73 p. c. was levied. No
distinction was, however, made between the goods of the
* Company’s territories and those of foreign settlements.

The territorial acquisition in the Presidency of 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 transit 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 raised or manufactured therein and exported
to other places.!. The important feature of the system preva-
lent in Bombay was to make the trader pay the dufies by
degrees in small sums according to the distance to which
they were carcied. The most general rule in regard to the
levy was that the payment of the dues in each pergannah
exempted goods from further charge, bui did not exempt
them from payment in the next pergannah. The rates of
duty though varied according to the different classes of goods
were mostly specific.

Prior to 1803 the system of fransit duties prevalent in
the Madras Presidency was nearly the
same as that in Bombay. The Regula-
tions of 1803 abolished the existing anomalous duties and
substituted a general duty of 6 p. c. calculated on a ftariff
valuation on goods imported by sea or land into the town
of Madras or produced or manufactured within its limits.
A general duty of 6 p. c. was levied on goods imporied or
exported across the frontiers of the Madras territories. A
duly of 6 p. c. was also levied on goods imported into

Bombay.

Madras.

¥ Repart of the Customs and Post-office Regulations, 1896.
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certain provincial lowns or produced or manufactured within
their limits. Goods belonging to the Company, cotton and
cotton thread and several articles of minor importance were
exempted from duty. ** Goodsmight thus be subjected to
three distinet 6 p. ¢. duties, viz., a frontier, 2 town and an
export duty making an aggregate of 18 p. ¢.”’* The Regu-
lations of 1812 reduced the dutyto & 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 seitlements were subjected to a duty of 16 p. ¢. The
obvious object of this measure was to divert trade from
foreign settlements into British territories. It was: also
provided that goods baving paid the 5 p. ¢. duty could pass
into any part of the Madras territories except the town of
Madras and the provinces of Canara and Malabar withoud
being liable to any further demand.
It is manifest from the above description of the inland
duty that the different provinces of India
dotwta of tnell  mgintained separate customs arrangements
and levied different rates of duties. These
duties acted as an onerous burden upon the trade and in-
dustries of the country. Under the indigenous system the
tax was light but the weight of the impost increased with
the accumulation of new taxes in proportion to the distance
traversed. One important consequence of the system was
that trade was not seriously impeded as the difference in price
in the long distance trade enabled the traffic to bear it. The
plan of Regulation IX of 1810 was to levy one consolidated
duty and this duty was fixed at a rate calculated by the
average payments to which the long distance trade had been
subjected previously. The consequence was now that short
distance and long distance trade had to pay the same rate of

1 Report of the Committes on Custons wnd Post-ofice Ragulations, 159, p -8,
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duty, and this arrangement placed the former at a disadvan-
{age as contrasted with the latter. The trade of Bengal
would have been annihilated if the duty had been collected
in the way the law intended. Butthe fact was that the duty
was collected on the traffic which passed over the rivers—
the Ganges and the Jumna—the great high-ways commerce,
leaving fhe bulk of the inland trade free from contributing
anything fo the revenues of the Cowpany.

In Madras, on the other band, the duty amounted to an
. 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 beavily 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.”’! In order to realise the transit duty it
was neeessary to spread chowkees over the whole face of the
country. *‘ Thée number of chowkees and mettos or subor-
dinate chowkees in each district varied from 30 to 231.
The 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 must
report to the chowkidars the outturn of their crops of
tobacco, turmeric, onions, garlie, ganja, bhang which are
liable' to duty. The Monigars (beads of the village) and
Curnum must prepare a return, showing the names of {he
proprietors, and the quantity in maunds of the articles
produced. The ryots must report to the chowkidar when
they are about to sell the articles to the traders. The
chowkidar is then to deduct from the return the quantity

1 ‘Report on Customa and Post-office Regulaticns, 1836, p. 26.
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sold. A statement is to-be prepared showing the number
of the houses of the weavers and handkerchief manufac-;
turers and the number of looms of all sizes found. in them.
A separate seal i3 to be prepared which should be affixed to
every kind of cloth as soon as it is woven a cubit long in
ench loom and a daily list should be kept of the pieces of
cloth manufactured and a note for each piece so prepared
should be given. At the time of the. sale of the piece
goods, the weavers should come to the chowkee, and report
‘which cloth and to which 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 and indusiries of Madras should languish.
That the system of transit duties was an instrument of
oppression and extortion was corroborated by many a witness
before the Commons Committee of 1832. The administra-
tive provisions of the Regulation X of 1810 gave rise to an
enormous amount of troubles. The law required that on
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 dctention with a view to satisfy themselves of
the identity of the goods covered by the rowanah. This
power was doubtless a source of considerable vexation and loss'
to merchants but these were avoided by a compromise with
the chowkee officers who attested the rowanahs in considera-
tion of a bribe. In Madras the right to collect sayer was
in many cases farmed and competition among the farmers
often induced them to offer more than they could realise.
The consequence was that they extorted from the merchants
as much as they could, boih legal and illegal, to fulfil their

1 Leport on Customs and Postoffice Regulaticos, 1836, pp. 36-57,



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 endiess vexation and
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 irivial a nature that
the sufferer prefers a passive submission to incurring the
trouble and expense of bringing forward a complaint.”’

In 1825 Holt Mackenzie in 3 memorandum pointed out
that ‘ These duties not only caused great vexation bu
imposed on trade a very beavy tax in the shape of delay and
illegal - exactions. Some articles had to run the gauntlet
through ten customs houses before they reached their disti-
nation and few of the staple commodities of the country
escaped subjection fo repeated detention. The burden of the
Government duty of 5 or 74 p.c. was itself a heavy one, but
when t{o this was added the illegal demand of 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 Lord Ellenborough in a
letter drew the attention of the Court to that report. He
observed : ‘‘ While the cofton manufactures of England are
imporied into India on payment of a duty of 2} p.c., the
cotton manufactures of India are subjected to a duty on the
raw materialof 5 p.c., to a furtherduty on yarnof 7} p.c., to
an additional duty upon the manufactured article of 2% p.c.,
and finally to another duty of 2} p.c., if the cloth should be
dyed after the rowanah has been taken out for it as a white
cloth. Thus altogether the cotton goods of India may pay
17} p.c. The raw hide pays 5 p.c. and when the leather
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 into 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 the same town 5 p.c. more; in all
16 p.c.””* The effect of these and similar duties was virtu-
ally to prohibit 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 the country
was depressed. Lord Ellenborough consequently recom-
mended immediate abolition of inland duties and pointed
out that It is in the improved condition of the couniry,
and in that alone, that we can find the resources which will
preserve us from bankruptcy."
In the same year n Committee was appointed by Lord
\ ~ William Bentinck to enquire into the
dﬁg“_‘m“ of Trosit - prstems of customs and transit duties in
the three presidencies. This Committee
exposed the disadvantages of separate customs tariffs 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 Agra who
abolished the transit duty in the Upper Province. In
1836 the 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 its repeal at
once but the need for uniformity compelled it to abolish it
in 1844. )
Reference has already been made to the levy of town
Town detics. duties. These duties were in addition to
the Government customs levied upon im-
port or expart. 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 the interior. The town duties were

1 Latter from Lord Ellsnboroogh 4 the Chairman aad the Deputy Chairman of the
Bosk Indisa Compeny, 15tk March, 1835
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of the nature of a consumption duty. They did not neces-
sarily interrupt the general course of trade but they were
extremely parbial 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 duties are levied are depressed and new marts of trade
spring up in the neighbourhood. They bring the interfer-
ence of the customs house officers home almost to the doors
of the people. The inhabitants of these towns know of the
transit duties merely by fame but they daily experience the
inconvenience of the town duties.”’ ! The town duty in the
towns of the presidency was levied at varying rates from 5
to 10 p.c. on salt, sugar of every description, tobacco, ghee,
betel nut, furmeric, oil and oilseeds and pulse all of which
were the staple articles 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 town 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 every variety of
goods imported into Bombay. Drawback was allowed in the
case of certain ariicles warehoused for re-exportation but
certificates from the other presidencies exempting from sea
customs at Bombay did not entitle the importers to exemption
from town duty. At Surat an ad valorem duty of 5 p.c. was
levied on all arficles coming by land. Buf in addition to
this, the old Mogul consumption duties called ‘ Mookauts’
were charged upon many arficles of consumption which
included cloth, chintzes and turbans, cotton and silk.
There were other towns where the rates of duty were as high

} } VBaport of ;he Committes on Customs and Poat-office Regalations, 1835, p. 24,
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as 10 or 12 p.c. before they came under British rule. These
duties were, however, reduced to 2% p.c. and at the same time
necessaries of life were freed. In the Presidency of Madras
the Jevy of town duties was almost universal. The rate of
town duty was fized at 6 p.c. by the Regulation of 1803.
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 was
limited to goods imported into the towns, goods exportcd
from or manufactured within their limits being left frec.
By Regulation III of 1812 piece goods imported by land into
the town of Madras or manufactured within the limits of
the inland customs chowkees were made liable to a duty of
8 p.c. on the market value of such goods. These duties did
not make any substantial contribution to the revenue of the
Presidency but, on the contrary, largely interfered with trade
by *‘driving traders and manufacturers into the neighbour-
ing villages** and by increasing the expense of marketing
which ultimately fell on the consumer.! These duties were
abolished by Act VI of 1844.

The abolition of transit and town duties is perhaps a land-
mark in the history of economic liberalism in India. It took
more than half a century to “realise the disadvantages that
resulted from the restraint to which the inland commerce of
India was subjected under various administrations. The
existence of internal duties prevented the attainment of the
economic unity which was an essential factor in the consoli-
dation of the various provinces into one political unit. It
was the consideration of revenue that stood in the way of
their abolition for a long time and the system was tolerated
even though it was a source of grinding oppression, harass-
tent and corruption.

1 Report of the Custowa Committes, 1538, p. 96,
42
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The subject of sea customs deserves our attention at
this stage. It is significant to note that
Ses Customs- 55 in the case of internal duties, there
was no uniformity in the levy of customs duties on the sea-
borne trade. The motive behind the administration of
customs in the earlier paré 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 dutyof 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, bowever, had
the effect of diminishing public resources and imposing a
double burden on the frade of Calcutta. In order to place
all persons trading to and from the Company’s dominions on
the same foofing as to duties it was thought expedient to
abolish the'Company’s customs and impose Government
customs only in Calcutta. Thus Regulation 39 of 1795
abolished the Calcutta town duty and imposed a daty of
2% p.c. on the imports by sea on the Calcutta price of the
goods with similar exceptions in the case of China goods and
goods imported on foreign boitoma. 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 couniry
against privateers. In 1800 in pursuance of an order of the
Court of Directors the general rate of duty was raised fo
3} 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
of Leloms Gommities  of the Company’s rule was extremely com-
plex. The burden imposed upon trade
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was heavy and the incidence 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 71 p.c.
Articles exclusively imported by sea which had paid the
import duties were allowed to pass inland- without any
further impost. @ Woollens, the principal article of
import from Europe, paid 5 p.c. The goods for the Com-
pany's investments were not liable to any duty but they had
to be covered by rowanahs. Cotton and silk piece goods
wbich had paid the duty of 74 p.c. were allowed & drawback
of & p.c. on exportation.
The provisions of this regulation were prolundly modi-
Discrimination 1q D€ DY Regulation III of 1811 which intro-
iscriminstion jo . . . . . .
favour of British Ship- duced the principle of discrimination in
i favour of British shipping. It is signi-
ficant to note that up to 1848 the fiscal legislation of India
was governed by this influence. The Regulation of 1811
was passed at the instance of the Court of Directors who
pronounced against the advisability of admitting the
foreigners to commercial benefits on the same terms as the
subjects of the British Empire on the ground that the
former did not incur any cost or risk in maintaining the
Indian establishment., This was, however, a flimsy ground,
the real motive behind it was the encouragement to the
ship-building industry of Great Britain. Under this regu-
lation, the duties levied on exports and imports carried in
forsign ships were raised to double the rates chargeable on
goods conveyed in British vessels. This enactment, with
a view to exclude the forsign 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.”’! With regard fo 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 goods 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 raie of duty on imports and
exports was 6 p.c. which was raised to 8 p.c. on goods
imported and exported in foreign vessels with the exception
of American vessels. The Regulation 1V of 1812 which
followed the Bengal Regulation of the previous year doubled
the rate leviable on imports and exports in foreign bottoms.
The same regulation favoured the port of Madras at the
expense of other ports. Thus it was provided that the rate
of export duty on goods exported in foreign vessels was to
be 8 p.c. which was raised fo 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 barbour became the centre of
great entrepot trade. It is significant to note that from the
very beginning, Bombay bhad a low scale of duties and this
combined with the simplicity with which the tariff was
administered materially strengthened the position of this

1 Repoart of the Cosioms Committee of 1838, p. b4,
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port. All export duties having been withdrawn since 1799
duties were collected mainly on imports. The rate of duty
was 24 p.c. ad valorem but in the case of foreigners and
vessels from certain foreign countries discrimination was
resorted to by raising the value of the dutiable articles.
This policy of discrimination was carried further under the
Regulation of 1813 which raised the duty in the case of
foreign bottoms to 7% p.c.
The Bengal Regulation IV of 1815 was passed with a
view to promote the trade of Great Britain
mnlerential - treat ) India.  This regulation provided that
fuctarecs, wooilens of all sorts, metals of all sorts and
canvas, cordage and marine stores if of British origin should
be exempted from duty on importation, provided they were
imported in British registered or Indian built ships. The
import duty on other articles of Great Britain was reduced
to 24p.c. 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
of 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
taxed by the inland system at a disadvantageous position in
their competition with the free or lightly tased articles of
Great Britain produced by the most improved wmachinery."
It was also found by the Committee that °**the alierations
disturbed materially the uniformity of the system, and that
they caused taxation to operate with a very unequal pressure,
at the same lime they dried up some coosiderable sources
of revenue.”” In the alterations provided in the Regulation
of 1817 *‘ the sawe anxiety to promote British interests®’
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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 interests of India seems to bave
been overlooked or at least very partially adverted to.
Relief was given to -Indian piece goods by lowering the
transit daty from 7% to 2% p.c. but it came too late, the
Indian cotton manufactures having already been destroyed.
The Bengal Regulation of 1815 was followed by similar
legislation in the two other presidencies.

The abolition of transit duties in Bengal and Bombay
led the Government of India to compen-
sate the loss of revenue by alterations in
the sea customs duty. The need for uniformity in the levy
of customs duties by different provinces was also felt. The
Committee of 1836 pointed out that ‘‘ Laws regulating the
rates of duty on sea borne trade, affect so many and_such
distant interests, and the parties concerned are often so ill
informed regarding them, that uniformity of rule appears
to be particularly desirable. The inconveniences arising
from want of uniformity in the rates of duty at the diffecrent
ports of DBritish India bave 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 duties 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 tbe result of the adopiion of this
policy by the Government. Under the provisions of this
Act, the import duty was raised to 3} p.c. and British
goods which bad bitherto been admitted free of duty were
made Jiable to- duties with a view to make good the
deficiency consequent on the abolition of internal duties.

Nesd for uniformity

1 Letter from the Governmens of Indis to the Court of Directors, 101b October,
1836,
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The export duties were simplified -and the number of
enumerated articles was reduced from 234 to 15. It should
however be observed that the principal articles of India’s
exports remained liable to varying rates of duty .with the
object of securing either revenue or favour British
industries.

Discrimination regarding country of origin and the
pationality of ships still formed an important feature of the
Act. Thus the rate of duty levied on foreign manufactures
was fixed at double the rate at which British goods were
admitted. Aguin British goods imported in -foreign ships
paid double tbe duty which was quadrupled in the case of
foreign goods imported in foreign bottoms. With 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 other country and the
rate was doubled when the export took place on foreign
bottoms. Again sugar exported to the United Kingdom
or any British possession became free but if exported
to any other place was made liable to a duty of 3 p. e.

It is beyond question that these measures impeded the
growth of direct trade between India and the contineni of
Europe and favoured the development of London as the
centre of a great eptrepot trade. It is also worthy of note
that the continuance of export duty on Indian manufactures
at a period when competition with machine products deve-
loped in an acute form basiened in no small measure the
decay of such industries.

The Act of 1836 is an important Act in the history of
fiscal legislation, as it represented the beginning of a policy
to have a uniorm rate of customs duties for the whole of
India. The constitutional powers vested in the Governor-
General in Council for passing laws for different provinces
bastened the attainment of this uniformity. Thus two years
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after the Act of 1836 an Act was passed which assimilated
the Bengal tariff info that of Bombay. In 1544 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 necessifated 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. Ina

. Despatch, dated the 22nd April, 1646, No. 3, the principles
on which the customs duties of India vught to be regulated
were discussed. It is significant to note that this was. the
period when Sir Roberf Peel introduced bis 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 free
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 1846 laid down three important princi-
Iofisence of the doo-  P1€s Which would guide the fiscal policy of
trine of free trade. India. These principles were—

(1) The abolilion of duties on the exportation of 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) The aboiition of the double duties on merchandise
exported or imported on foreign botioms:

This despatch was laid beiore the House of Commons
in 1848 and an implied pledge was Leld 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 1848 that *‘ no duty shall be charged on any goods law-
fully carried from any port in the territories subject to the
Government of the East India Company 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 charged with the same rates of duty as if
such goods were exported or imported on British bottoms.
This measure, be it noted, was the result of a policy of
gradun relaxation of Navigation Acts of Great Britain which
were, however, 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
adopted by the East India Company discloses that for the
greater part of their rule, the industrial and commercial
interests of India were subordinated to those of Great
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 rate of duty orduty free. The foreign trade in manu-
factures was crippled by the export duty as also by the heavy
protective duties of Great Britain. The export of raw
materials was, bowever, encouraged for the growing indus-
tries of Great Dritain.

The transference of the administration of India from the
Fiscal policy anger oSt India Company to the British Crown
Us Crowa, ISS1858  gfter the Sepoy Mutiny, opened a new
chapter in the fiscal policy of India. The financial needs,
the interests of the British manufacturers, specially those
of Lancashire, as also the gencral acceptance of the principle
of free trade influenced the fiscal policy of India in a greater

43
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degree than before. The history of fiscal legislation during
ithig period centred mainly round the import duties on cotton
,goods and 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 Liancashire 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
the finances of India. Lord Stanley in a
despatch emphasised that *‘ every effort
must be made to bring up our revenue to the 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 bave on former oceasions
received the approval of the home authorities.”’ ! The Jand
revenue, which constituted about two-thirds of the actual
income of the State was not susceptible 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 attention 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 proposal for the equalisaiion of duties on British and
foreign manufacturers and in view of pressing financial
needs insisted that ‘* The measure shruld be carried into
effect, not by reducing the duty on goods of foreign origin, to

Act of 1859,

! Revenue Despatch to India, No. 4, dated 7th Apri}, 1850,
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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 goods to that paid on similar foreign articles.”” As
regards the assimilation of the duties on manufactured and
unmanufactured goods he recognised the validity of main-
taining a difference in the rates of duty. It was undesirable
that ‘“ fiscal arrangements should throw impediments in the
way of native indusiry '’ depending upon foreign countries
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 duties the Secretary of State thought
that they were so low and India had so great an advantage
over other countries in the production of materials subject to
export duties, that they might be increased without checking
exportation. He would not, Lowever, consent 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
United States, but also the paramount importance of obtain-
ing the widest and most unrestricted field for its supply to
England.”” With regard to 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 their increase without substantial reduc-
tion of consumption.! The Secretary of State gave his appro-
val to a scheme raising the rate of duly on unmanufactared
geods to 7} p., o. on manufactured goods to 10 p. ¢. and on
such articles as are used as Juxuries by the richer classes
to 10 p. ¢. '

Before this despatch reached the Governor-General, the
Act VII of 1859 was passed. The provisions of this Act
were in substantial agreement with the views of the Secre-

¥ Minute of Mr. J. P. Grent, 26th Jenwary, 1667,
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tary of State with the exception of the duty o1 cotton
yarn on which the Act imposed a duty of 5 p.c. and the
duty on luxuries was fixed at 20 p.c., and coal, cottor, wool,
and machinery for the improvement of the communicalions
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 Ack of 1855 goods and yarn dissatisfied the European
disastisted i':nitn;fr— 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 mapufactures.”” They complained
that ‘“At present with the addition of extra 5 p.c. duty,
cofton piece goods cannot be sold at a profit. That a lerge
proporfion of the piece goods imported into India Las been
manufactured out of Indian-grown cotton and that compe-
tition in this great field of industry has comomenced in
India, as factories for the manufacture, both of goods and
yarns have been constructed and are in course of 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.”’ ?
The tariff of 1859 did not, however, yield the result
expected of it as the high rates of duty
dopncresee of colton  were accompanied by reduced consumption.
The financial position of India was
summed up by Mr. Wiison, 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. 6,50,00,000—we have already added to our
debt Rs. 38,41,075,5()."" In order to increase revenue hy
increasing consumption it was considered essential that the

1 Papers selating to the Tariff of 1859, p. 12.
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20 p.c. duty should be lowered to 10 p.c. At the same
time the 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’in the words: “ We can
discover no good reason why cotton yarn and twist should be
imported at a lower rate of duty than cotton piece goods. 1
know it is said that it is an earlier stage of manufacture;
but may the same not be said of grey cloth as compared
with bleached and dyed cloth and printed cloth. I can find
those who complain that their labour in spinning yarn by
hand is interfered with by a lower duty on yarn.”” ' In
1861 the duty on cotton yarn was reduced to 5 p. c. and in
1863 it was further reduced to 34 p. c. and the duty on
' cotton piece goods was reduced from 10
aeduction of sutton ¢, to 5 p.c. Mr. Samual Laing recog-
nised the strong feeling among the mer-

cantile community against 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 interfere injuriously with trade between
the two countries. A heavy import duty on trade between
England and India comes very near in principle to a transit
duty between different parts of the same Empire.”” * At the
same time he argued that India might levy a moderate duty
on imports without violating the principle of free 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 should have a
corresponding excise duty on similar article produced at
home has therefore become an axiom; and it only admits of

U Fipancial Statemest, 15963-63,
¥ fpeach of Mr. Laing in the Legisiative Council om the 16th April, 1862,
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one exception—where the amount of import duty is. so
moderate that it does not seriously affect trade, while it
makes it obviously inexpedient to establish an excise machi-
nery for the sake of levying a trifling duty. This is the case
with regard to corn in England, where a duty of one shilling
a quarter, equal to 5 p.c. on the cheaper sorts of foreign grain
is retained and if is preciseiy our case with regard to piece
goods. We cannot dispense with customs duties on our im-
ports generally, and while this is the case ro reasonable man
can object to our retaining an old accustomed duty of 5 9. c.
on manufactured goods.”’ * Tt will be manifest from this
gtatement that Mr. Laing declared authoritatively that a
five per cent. duty om cotton goods was mnot protective and
that no excise duty was requlred to couhtérvail the import
duty.
In 1874 the Manchester Chamber of Commerce addressed
L a memorial to the Secretary of State com-
The agitation of .
Manchester agsipst  plaining—~That the duties of 3} p.c. on
cotton duties. )
yarns and 5 p.c. on cotton manufactures

imported into India were assessed on tariff rates fixed many
years ago, when values ruled much higher than at present;
so that the duties thus levied amounted to 4 p.c. on the
actual price of yarn in India and nearly 6 p.c. on cloth ;

That the tax was found to be absolutely prohibitory to
the trade in yarn and cloth of the coarse and low priced
sorts ; ° ,
‘I'hat the Chamber were informed that it was proposed
to- import Egyptian and American raw cotton into India to
manufacture finer yarns and cloth which would thus
compete with goods received from England on whlch _the
duty was levied ;

That a protected trade in cotton manufacture was thus
springing up in British India to the disadvantage both of

India and Great Britain ; and
1 Pioancisl Bistement, 1860
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That the duties increased the cost to the pative popula-
tion or at least to the poorest of the people, of their articles
of clothing and thereby interfered with their health, comfort
and general wellbeing.

When it was pointed out that the tariff valuations were
revised in 1867 and in 1871, the Machester Chamber re-
presented that they had only incidentally referred to valua-
tions and that their main object and prayer was the total
and the immediate repeal of the duties themselves as ‘‘ under
the protection extended by the levying of duties on imports,
to the 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 be conseguently
diminished. The impost is therefore defeating its own object,
as well as inflicting an injustice on the consumer and
importer.’" !

In the same yecar the Committee of the Bengal Chamber of
Commerce pressed for a revision of the tariff valuation and
the Government of India appointed a Commitiee to whom
the representations of Manchester were referred for opinion.
This Committee observed in their report : ““In so far as the
compluints aileged that the tariff valuations were excessive
they have been found to be just.””* As regards the other
point whether the dutly is absolutely prohibitory to the trade
in yarn and cloths of the coarse and low-priced sorts, the
Committee observed : *‘ It must of course be admitted that
the Indian mills have injured the English ones to the extent
to which their manufactures have displaced the manufactures
of Manchester. But the duty, though contributing to this
result cannot be said to be the sole cause of it; since India,
with many disadvantages possesses certain natural capabili-
ties for producing goods of this low quality, which will

! Resolution of the Government of Indis, Finsoeial Department, 13th Anguet,
1818

3 Raport of the Costoms Oommittes of 1875,
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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 in
all India, has, in one part of India, to meet a local compelis
tion, the Government shall remit the remaining 77 lakhs
which competition cannot affect, appears to the Committee
quite unreasonable.””! The statistics of trade in cotton goods
did not disclose that any prejudical effect was produced on
it by the import duty of 5 p.c.

1859-60 to 1861-62 annusl average £ 11,000,000

1862-63 to 1865-66 . £ 12,150,000
1867-68 to 1870-71 ’ £ 17,966,000
1871.72 to 1874.75 " £ 17,970,000%

The Committee further thought that relief was needed more
urgently in the case of other articles than cotton goods. In
1875 was passed a Tariff Act which lowered

ygrane Torll Act ol ihe general rate of import duty from
7% p.e. to 5 p.c. but did not alter the

duties on cotton goods. Mr. Hope in introducing the bill
observed that only a small proportion of the cotton trade was
affected. There was scarcely & trade furnishing imports to
India which had not to suffer to some extent from competi-
tion with local manufacture. The Government, however,
apprehended that if India produced finer yarns and cloth
from imported raw cotton, their reveoune from cotton duties
would diminish graduaily. With a view to guard against
such a contingency, he proposed the imposition of an import

1 Ibid.
% Tarifls valoations were lowerad in 1869 by 15 p.c.
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duty of 2 p.c. on long stapled cotton .imported from Egypt
or America. ‘1f in spite of such precautions,” said Mr.
Hope, ‘¢ the Indian mill manufactures should assume more
important 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 more objection-
able taxation, but the imposition of an excise duty.””! The
imposition of a duty on a raw material is not approved even
by a 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 using
imported raw material might have no advantage over the
importer of a manufactured article who had to pay . a duty,
a dutyon the raw material was required in amount equal to.
that paid on such manufactured article.”’* The principle of
a compensating duty is that where a raw material is taxed
the manufactured commodity is subjected fo a higher rate of
duty so as to compensate the local manufacturers using the.
tuxed material. But here a novel view of compensating duty
was put forward.

Sir William Muir pointed out *‘ our position would nof
have admitted abandonment of the duty on cotton imports.
The loss of £ 800,000 could not have been undergone unless
we ocould have substituted for it some new source of taxa-
tion.”” ‘It must not be forgotten,’’ he said, °‘ that the
Government has specially favoured this branch of merchan-
dise by adopting the lower valuation of the minority of the
Committee.”

Marquis Salisbury, the then Secretary of State for India,

Retention of ot however, did not approve of the provisions
dut:oe mmy of the Act of 1875 relating to cotton duties.
In his despatch, dated the 15th July, 1875,

he referred to the abolition of cotton duties on political

1 Proceeding of the Council of the Goversor-Ganeral of India, 1375,
¥ Pcurcesding of the Coanril of tbe Governor-General of India, 1578,
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grounds, provided the financial condition permitted it.
Subsequently he pressed for the abolition of this duty on
economic grounds as well. ‘‘ On general principle,”” he ob-
gerved, ‘¢ 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 thus inconsistent with the policy which Parliament after
very mature deliberation has sanctioned.””’ Nor did he
acedrd his sanction to the duty on raw cotton on the ground
that it would retard and perhaps prevent the growth of an
important branch of Indian industry. The Tariff Act of
1675 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 urgency and secrecy.
The Secretary of State, however, did not approve of this
procedure even though if waas pointed out by Lord Northbrook
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 serious
fluctuations, and with the probability of a permanent depre-
ciation in the value of silver, with all the serious conse-
guences that were expected to ensue, it was impossible to
give up so large an amount of revenue within a fixed term of
years consistently with the safety of the finances.® The
controversy led to the resignation of Lord Northbrook and
the appointment of Earl of Lytton as Governor-(ieneral of
India, and Marquis of Salisbury immediately began to press

for the abolilion of cotton duties. In
LnI::g;::m from  February, 1876, a deputation of employers

and workmen representing the cotton
manufacturing districts of England made the following state-

1 Despateh of the Seoretary of State of India, 11th November, 1875.
% Letier from the Governmeot of Indis, 235th Februsry, 1876.
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ment fo the Secretary of State :—

That in July, 1874, Rs. 23,000,000 were invested in {he
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 oaly 14 mills in the Bombay
Presidency, in 1874 there were 26, and in 1875 no less
than 38.

That the exporis of machinery to India for the purposes
of cotton manufacture have very largely increased during
the same period.

That some of the mills bave been fitted with machinery
for spinning the bulk of the medium goods, 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 which
constitutes nearly two-thirds of the tfotal esports from
Eogland to India. The Bombay Chamber of Commerce
supplied the 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-
vinced of the: view that *“ It is difficult in the face
of these indications to doubi that the protective action of
the present tarif has had a marked effect in contracting
within its preseot limits a trade, which if it had not been
impeded by this obstacle, would bhave expanded to wmuch
larger dimensions.” ' He recognised the disadvantages to
which Indian mills were subjected as regards fuel, cost of
oonstruction and organisation but these he thought were
more than ocounterbalanced, quite irrespective of the import
duty, by the patural advantages which India possesses in
the command of raw material, proximity to the consuming
market and in cheap and appropriate labour. The con-

1 Deapaich of the Secretary of Stale for India, 3ist May, 1578
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clusion at which he arrived was that ‘“ Whether the question
be regarded as it affects the consamer, the producer or the
revenue, I am of opinion 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 effeci and
aelf destructive in its operation.”’

" In 1876 and 1877 the financial diffculties 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 Member, was strongly in favour
of the repeal of the duties on coiton goods but for financial
difficulties. But he prophesied that ‘‘the time is not
hopelessly distant when the ports of India will be thrown
open freely to the commerce of the world.” *

On July 11, 1877 the House of Commons adopted a
resolution to the foillowing effect : “ That, in the opinion
of this House, the duties now levied on cotton manufactures
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 fihancial condition of
India will permit.”’ While transmilting this resolution to
the Government of India, the Secretaty of State for India
observed : ‘‘It is a subject of much satisfaction fo me that both
Your Excellency and the Finance Member of your Council,
after a careful review of the fiscal system of India, bave
been able to concur with me so unreservedly in the opinion
that the early reduction of the duties on cotton manufac-
tures with a view fo 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

1 Ibid.
T Financial Ststement, 1877-78,
3 Despsich from the Secretary of Stats for Indis, 30th August, 1877,
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that if the financial exigencies 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
cotton manufactures upon which the duty was inconiest-
ably protective. | '

In pursuance of this policy the Government of India
Dt repealed the duties on imported raw
Jiies On  ooarser . e

gotten B?ooda repesled  cotton and coarser qualities of cotton
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 the
Secretary 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,
such as ave spun in India, remain subject fo the impost.
In the case of yarns, the objection to the fixed limits of free
list is even stronger; they are 20's water and 30’s mule,
whilst, asis 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.' It was therefore -suggested
that exemption should be extended to all goods made from
yarns not finer than 30’s and all yarns up to 26’s water and
42's mule, The Government of India appointed a Comnmi-
ssion in 1879 to enquire into this grievance and the
Commission reported that °‘ the real proximate source of
the complaints which have arisen is the fact that there is
littie essential difference between the cloths which have been
exempted and the large classes of cloth, otherwise styled
which bave not. The only effective remedy obviously is to

U Reslviion of \he Beard of Directors of the Maochestor Chamber of Commeres,
27tk March, 18718,
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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 regard to
yarns the Commission held that the claim of the Manchester
Cbamber 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 recognised:
that it was not reasonable that certain goods _should be
admitted free, while large quantities of goods of almost
precisely the same character in everything but name, remain
liable to duty. They therefore by a notification, dated the
13th March, 1879, exempted from duty all cotton goods
containing no yarn finer than 30’s.' This measure- was
not, hkowever, approved by the majority of the Viceroy's
Council but the Goverpor-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 effect. 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 thai ‘* 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 L. Perryin
this connection observed in his Minute, ‘I think the:
remission of cotton duties at that period was most inoppor-
tune, and that the overruling of his Council by the

1 Tt in noteworthy that the Bombay Chamber passed the following resolotion on
the 4th March, 1579 :—*"That the Government of India be urged to exempt from
eustoma daty sll cotton goods of every size snd denomination if made of yarn of 80's
and under.”
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Governor-General was unconstitutional, and a dangerous
precedent for the future if allowed to pass unnoficed.”

In 1882 the improvement of the finances of the Govern-

ment paved the way for the abolition of

n’}'ﬁiﬂ_%ﬁ,g’.‘:& the general import duty as also the

Cotton duties. remainder of the duties on cotton goods

and yarn, and with the adoption of complete free trade a
long chapter of confroversy was ciosed.

We have seen that before the assumption of the terri-
torial possessionsof India by the Crown
the rate of export duly was 3 p.c. with
certain exceptions. In 1860 Mr. Wilson lzid down the
following dictum for the imposition of export duties :

Export Dnties.

“*As a general rule, when the productp of our soil have {o
find & foreign market, and in cases in which they enter into
compelition 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 o export duties on articles which have to compete
with the products of simmlar articles from other countries in
neutral markets, the first effect no doubt is that the export
duty acts to that extent as a reduction of the price paid to
the producer, and is a special tax and discouragement to him
as & producer ; but a further and serious danger is that your
duty may exclude the articles from the foreign market alto-
gether, but as a prohibition, and thus pus an end to, or
greally limit, tho production and the demand for labour.”
In accordance with this dictum the export duty on tea,
coffee, wool, flax, jute and raw hides was abolished. DBut
saltpetre, which was at that time a monopoly of India was
thought to bear an enhanced Jduty and the export duty on it
was raised fo Rs. @ per maund. The quantity of saltpetre
exported from India was about 900,000 maunds But this
enhanced duty diminished the export of this article consider-
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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 8B 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 fo 3
annas per maund. The export duty on rice was the subjectof 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 mutter of principle
but admitied that the duty exercised no appreciable influence
onthe 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 Burma and the land revenue . assessments
are extremely low ; and this duty whiclt is 8 moderate tax on
the profits of the peasant proprietors, is the easiest and most
covenient form of supplementing the land revenue.’’* The
question of the export duty on food grains, apart from the
question of revenue, has been discussed from the point of
view of the conversation of food supply. It is asserted that
the total production of food stuffs in India is not adequate to

1 Mr, Wilson expreased a hope that t!ie Costows doly from salipetre miyxht be ables
to present s respectable figure in the rovenue Thsb expectation bas been wholly dis
sppainted. The augmented doty waas st first Gxed at Ri, 9 and afterwards reduced to
Re 1 per maund, **Notwithstanding ibat reduction, the Indisn article wae found
unabls to compete with the new manofacture in Busrope and the trade in saltpetrs
became and atill continves in a langaishing state.” M sasey —Financial Statement, 1866,

3 Speech in the Governor Genersl's Legialative Conncil, 1875.
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provide the people with the food required and this insuffi-
ciency becomes accentuated during a period of scarcity. It
is therefore urged that there should be a restriction on ex-
ports of food grains 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
is also probable that any depression in the price of food
grains might lead to the substitution for them of non-food
crops such as cotlon, juie and oilseeds. It is pointed out by
the Fiscal Commission that ‘‘at existing prices the efficient
demand of India is satisfied and there remains a surplus for
export. Woere the export market not open, the surplus
would not be produced. The existence of this exportable
surplus constitutes a most important factor in the problem
of food supply for a country like India which suffers from
periodical local failure of crops.”’' They have considered a
policy of free export in normal years as most advantageous
for the food supply of India.

The Tariff Act of 1875 repealed the export duty on six
important articles such as cotton goods, grain, tanned hides,
oils, seeds and spices. Itis worthy of note that the export
duty on cotton maoufactures affected the rising cotton in-
dustry by putting it under a disadvantage in its competition -
with foreign products. Thus with the exception of rice,
indigo and lac, all articles of export were freed from export
duties. The export trade of India was considerably stimul-
ated after 1860 but it is difficult to say to what extent the
expansion was facilitated by the repeal of the duties and to
what extent by the improvement in the means of communi-
cation which brought the exportable articles from the in-
terior to the ports.

¥ Report of the Tndian Fiscal Commismica, . 115.
45
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The financial prospects of India in 1894 presented a

- gloomy picture. The Finance Member

1w, ToOE Ack of anticipated a deficit of 3 crores in the
budget. This 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 expanditure
incurred 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 additional
revenue secured by the imposition of new taxes was dissipat-
ed in making provision for exchange charges. In 1888-89
the ezchange 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 thiese circumstances
was the re-imposition of the import duty. The Finance
Member in his budget while re-imposing the general impurt
duty of 5 p.c. on all goods, excluded under instructions from
the Secretary of State for India, cotton goods. He quoted the
authority of the Herschell Committee that opposed the re-
imposition of duty on cotton goods. ‘‘The cotton duties were
the subject'of vehement attack in this country. Any attempt
_ to re-impose them would meet with great opposition. And it
cannot be denied that the re-imposition of such duties would
provoke a demand for a counter-vailing excise upon all cotton
goods manufactured in India.”” The proposal for a general im-
port duty excluding cotton goods evoked widespread opposition
and criticism both from the European and the Indian public.
The Hon’bie Mr. Playfair on bLehalf of the European mer-
cantile community argned : “‘It is inexplicable from purely
fiscal considerations, why woollens from Bradlord, bard-
ware from Birmingham and umb.ellas fromm Glasgow
should become subject to tariff, while cottons fron

1 Speech of Mr. Westland,



FISCAL POLICY 355

Manchester pass 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 with manufacturing India at a difference of
2% p.c. to 6 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.” !
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 classes through-
out 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-official member voiced the opinion of the Indian public
in the following words: ‘‘I venture to think that the
exclusion of the cotton duties from the Tariff Act would be not
only 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 thought that like any other question of Imperial
policy, the matter was one for the decision of Her Majesty's
Government. The Tariff Act of 1894 was thus passed in
the teeth of non-official opposition.
The re-imposition of the import duties was calculated
Beimposition  of to yield a revenue of 1} crores, while the
the impors duty on total deficit amounted to 3} crores. Had
Ercie tuty ,;'f’nax tbe import duty on cotton goods been re-
wilon manufactrss.  imposed it would have yielded 1} crores

¥ Speach of Mr. Playluir on the Turill Bill «f 1508,
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more and would have reduced the deficit fo balf 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 cotbon goods they must devise
measures to deprive these duties *‘ of a protective character.”
He suggested that this object could be attained either 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 the question might
be settled either by a eunstoms 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 pature of competition between Indian manufactures and
those from Manchester disclosed that only 6 per cent. of the
goods produced in India came in direct competition with the
gimilar products from Lancashire. As a result of thése
investigations, the Government of India formulated propo-
sals to levy—

(@) 5 per cent. ad valorem duty on all cotton piece
goods;

(b) 33 per cent. ad palorem duty on all imported cotton
yarns of counts above 24.

(c) 3% per cent. ad valorem duly 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 Secretary of State for
India who thought that there was no valid reason for
differentiation as to rates of duty between cotfon piece
goods and yarns, and proposed that the duty on both should
be fixed at 5 p.c. He also objected to 3% p. c. duty on
yarns on the ground that it migh$ 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 20 instead of 24 as proposed
by the Government.'

Two bills were infroduced in the Indian Legislature
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 Mill-
owners’ Association but from the officials as well. 8ir James
Westland with regard to the cotton excise duty remarked :
* The proposal, I make, is not made on its own merits,”’
The Houn'ble Mr. Piayfair objected to the bill on a question
of principle. He remarked : ‘‘ As a principle it will bring
into prominence the overpowering influence of an authority
which, if exercised without regard to the immediate interests
of India, may take away from this Council all independence
and its representative character. It will be assumed—
indeed it has already been assumed—that India is not to be
allowed 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 protest-
ing against an excise duty not resorted to on its own meris,
being levied on Indian goods merely as the result of a deci-
sion come to by an authority which, as alleged by the Indian
Financial Member of Government, has by the constitution
of India the power to enforce that decision. Mr. P. M, Mehta

! Degpatch from the Secretary of State, 13th Decsmber, 1694
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representing Bombay urged that the policy underlying the
provisions of the bill was that the infant industries of India
should be strangled in their birth if there was the remotest
suspicion of their competing with Hnglish manufactures.
An amendment to raise the exemption hmit to 24’s was
negatived by the Council and the bill was passed in the form
in which it was introduced.

The Cotton Duties Act of 1894 failed to satisfy the cotton
manufacturers of Lancashire. The cotton
industry was at this time in a state of
depression and it was thought (though
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 admitied 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. Thus the effect of the duty on the
trade in cotton goods was hardly perceptible.! Yet the
cotton manufacturers of Great Britain thought they
were injured by the Indian duties and carried on a fresh

The Tarifi Act of
1696,

agitation.

" On the 21st February, 1895, in the course of a debate in
the House of Commons the Secretary of State for India
stated that *° If it were shown on clear evidence that those
duties as now imposed, had any protective character 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

Despatch from the Becretary of State, 31st May, 1804,
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two points : (1) That they sent to Burma a large quantity of
cotton yarns of low counts, which bad to pay a duty of
8 p.c. and were thus at a clear disadvantage with similar
competing yarns from Bombay and Caleutta 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 § per
cent. excise duty only on the grey yarns from which they
were made, which yarns might be valued at 5 to 8 anpas
per lb. whereas bleached, dyed, woven and printed goods
from the United Kiflgdom paid on importation a 5 per cent.
duty on their value which might be from 16 annas up to
40 annas per Ib. 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 du‘t‘y imposed on the products of the Indian
mills of counts over 20 being only partial in its character
was open to the following objections : —

(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
valorem value of the British piece goods 1s 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 ;

(8) That the exemption from excise duty of yarns 20’s and
below will encourage the manufacture of duty-free cloths.

To meet these objections two bills were introduced
inthe Indian Legiglature 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 8% p. c. and at the
same time an excise duty 3% p. ¢. was to be imposed on all
woven goods, the production of yarn being free. Sir James
Westland in 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 ita 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
manufactured in India entered into direct comumercial com-
petition with the goods imported from the United Kingdom
and the theory of substitution under the argument that the
exemption of lower qualities from faxation tended to divert
the course of consumption from the higher to the lower
class of goods 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. 513 lakhs (or 37
p.c.) on Manchester goods and an increase of Rs. 11 lakhs
of taxation on Indian-made goods.! The non-official Indian
members also stoutly opposed the cotton ecxcise duly
" bill but it was passed with the official 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

! Parlismentary Paper, C-8074, p. 89,
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yarns and to weave those yarns into 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
imegination.”’ Thus was closed a great controversy which
lasted for more than thirty years. ,
Another industry that received some atiention iy the
sugar industry. In the nineties the im-
. mcgﬂf;‘;“.‘;;ﬂm' portation of beet sugar from the continen-
: tal countries of HEurope, specially from
Austria and Germany, largely increased and there was a
great shrinkage in the acreage under cane in India -and the
closing of many refineries. The exports of sugar from the
above countries were encouraged by bounties and it was
recognised that competition between the Indian cane sugat
industry and the continental sugarindustry was not on fair
terms. Inorder to proteot the Indian industry & countervailing
duty on bounty-fed sugar was imposed in 1899. This duty
'was-inoreased in 1902 but was subsequently abolished for one
country after another as a result of -the -Brussels -Sngar
Convention of 1903 which led to the abolition of the bounty
.eystem. - . e o RN
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CHAPTER XI
Tee Ris# oF PROTECTIONISM

We bave indicated in the previous chapter the establish-
.ment of a system of free trade in India as a sequel to the
British commercial policy of free trade. Neither the Indian
public nor the Government of India had any power fo
mould a fiscal . policy suited to the interests of the country.
The 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 doubts gbout the soundness of the commer-
cial policy adopted in India. There were two questions in
conpecfion with Indian fiseal policy—the gconstitutional
question which crystalliced into a demand for fiscal auto-
nomy as enjoyed by the Self-Governing Dominions and the
adoption of a policy of protection for the development of
national industries.

The demand for fiscal autonomy is as old as the Indian
National Congress and perbaps older. Ever since the
beginning of political consciousness in India there bas been
an ingistent demand for fiscal autonomy for India but it
was not conceded till after the introduction of the Reforms.
The demand for fiscal autonomy was put forward with a view
to the adoption of a policy of protection for fostering indi-
genous induxtries. On the 17th March, 1913, the Hon’ble Sir
G. Chitnavis moved a resolution in the Imperial Legislative
Council recommending “tbe desirability, in view of the loss
of opium revenue, of considering financial measures for
strengthening the resources of the Government, with special
reference to the possibility of increasing the revenue under a
system of preferential tariffs with the United Kingdom and
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the eolonies,”” The subject of preferential tarifis was,
however, a cover under which he insisted on a policy of pro-
tection and fiscal 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 fiscal autonomy but thought that
*‘the grant of it would, perhaps for years, be outside the
sphere of practical politics.’' In the same year the Hon’ble
Rai Sri Ram moved s resolution demanding an additional
5 p. ¢. 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 that
would follow from the adoption of a protectionist policy.

In 1918 Sir Ibrahim Rahimtoolla moved & resolution
for the appointment of a Committee to report what measures
should be adopted for the growth and development of
Indian industries. As to the terms of reference to the
Committes, the mover suggested that (1) Whether represen-
tation should be made to the Home authorities through
the Secretary of State for India for securing to the Govern-
went of India full fiscal autonomy, specially in reference to
import, export and excise duties and (2) Whether (a) profec-
tion, (b) granting of bounties and subsidies, (¢) guaranteeing
ocertain rates of interest on capital invested in approved in-
dustries should be availed of in such cases and for such time
as may be deemed necessary. -

The outbreak of the War demonstrated the unsoundness

of India’s economio position. The depen-
e e, luence o gapce of the country upon foreign coun-
tries for the supply of her daily reqaire-
ments exposed her to grave economic distress. The supply of
essential articles Iof her staple industries was either cut off or
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reduced with the consequence that these industries were in
dapger of being closed down. The need for the develop-
men$ 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 was
the acceptance of the principle of fiscal autonomy. As Bir
Ibrahim Rahimtoolla 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.”” !

The Government of India while accepting the recommen-
dation for the appointment of an Industrial Commission
explained that the question of tariff policy involved a consti-
tutional issue on which they were not authorised to express
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 the war.

The introduction of constitutional reforms in India
brought into prominence the question of fiscal autonomy.
The Montagu-Chelmsford Report on Indian Constitutional
Reforms recoguised the prevalence of 'a widespread protec-
tionist sentiment among the educated classes of India, and
the 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 other countries which have
relied on tariffs, and  seizes on the admission of even free
traders thai for the nourishment of nascent industries a

1 Proceedings of the Imperial Legislative Couneil, 1016,
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tariff is permissible,’ We - do not know whether he 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 fo 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 areinterested in manufactures with
which India might compete, Indian opinion cannot bring
itself to believe that the refusal is disinterested -or dictated
by care for the best interests of India.”” ' The report, though
it did not make any concrete proposal with regard to policy,
nevertheless recogaised that any decision ob this question
shoeld 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-
ments which seem best fitted to India’s needs as an integral
portion of the Britishr Empire. 'Whatever be the right fiscal
policy for India, for 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.”®

} Montsgu-Chalwmaford Repord, p, 160,

1 Fide Evidonce of Mr, Hasan : ** As to fincal antonomy I must lay special strees on
tbe grant of Sscal indepandence to Indis. Withowt it the industrial development of
Indin in altogether impossible. It is slso Decessary, in the continved intcrest of the
British Empire, that exch compobent park of it should have tbe power to develop its
resouroes, to the best advantage without aatside interference. " —Eridence befors Joint
Belect Oomamities, p. T8,

¥ Beport of the Joint Seloat Committes oa Government of India Bill, 118, p. 10
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The Committes desired that a convention 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- -
ture were in agreement subject to international obligations
and fiscal arrangements 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 phtase
‘“ as far as possible ’’ might be used to modify or tone down
anything ; secondly, ‘‘international obligations and the
fiscal arrangements within the Empire’’ as modifying
India’s right to defermine her own fiscal policy was objec-
tionable. “ What we want fo 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 thai the acceptance of
the resolution, in the form in which it had been moved, wouid
mean ‘‘ the over-riding'’ of some of the clear provisions
of the Government of India Act. He suggested an amend-
ment ** subject fo the provisions of the Government of India
Act, 1919 "' in Lieu of the words ‘‘ under the direction of
the Indian Legislature.”” Sir Williazn Vincent {hought
that the resolution proposed that the Government of India
was to be subject to the Legislature in the matter of fiscal
autonomy and this was inconsistent with the provisions of



YHE BISE OF PROTECTIONISM 867

the Government of India Act.' The Secretary of State for
India enjoys special powers in controlling legislation in
India, viz., initial consent and interim veto, and what was
wanted was that so far as fiscal legislation is concerned the
Secretary of State should surrender these powers. The
resolution accordingly did not over-ride the Government of
India Act as it was merely a request that a convention of
pon-interference in regard to fiscal legislation was to be
built up. The amended resolution, viz., ‘‘ 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 subject to the provisions
of the Government of India Act,”” was adopted by the
Council of State.

“The financial position of the Government of India was
at this 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
ocotton duties from 74 to 11 p.c. dissatisfied Lancashire and a
deputation from Lancashire waited on the Secretary of State
on the 23rd March, 1921, The Secretary of State, in reply
to this deputation, said : ** After that report by an authorita-
tive Committee of both Houses and Lord Curzon's promise in
the House of Lords, it was absolutely impossible for me to
interfere with the right which, I believe, was wisely given
and which I am determined to maintain—to give to the
Government of India the right to consider the interests of
India first, just as we, without any complaints from any
other parts of the Empire, and other parts of the Empire
without any complaint from us, bhave always chosen the

! Coancil of Biale Debates, 1981, p. 872
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tariff arrangements which they think best fitted for theu'
needs, thinking of- their own citizens first."’ s

In 1920 the questlon of fiscal arrangements within the
Empire was taken up. A Committee was appointed to
examine the. trade statistics and {o consider and report
whether or not it was advisable to apply to the Indian
customs- tariff a system of preference in favour 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.

The financial stress caused by the war profoundly
, - affected the character of the Indian tariff.
i.,f"if—.,ﬁ"‘:ﬁ’;: Y% TImportant changes were introduced i the
s tariff to increase revenue. The tariff of
1922, however, iravelled a'long way from the tariff in force
before: the war. The general rate.of duty wag - ralsed from
11-to 15 _p-c. but the duty on cotion goods . remalned
unchanoed at- 11 p.e.,. the excise - also -remaining
unchanged at 3% p.e.- The duty on machipery was Ttetained
at 2% p.c. but the- duty on iron and steel and :railway
materials was ralsed from 24 to 10 pe. 'Ihe duty on
matcheg was. doub]ed snd that on - sugar- was ra;sed from
15.t0 25 p:c. Cotton yarn which had since 1896 _been
free was taxed at 5 p.c.. The. duty on kerosene oil was ransed
}gy one anna per gqllon an_d a correspondmg .excise _duty
was imposed on oil produced in India. Though Sir Malcolm
Hailey pointed out that he _had endeayoured to limit his
proposals in such a way ‘as mot to involve any important
change of _prmclple in the _existing fiscal arrangenments,’” !
there_was_no escape from the _c_qncl_uanq that some of the
duties were of a protective nature.

=" .4 Finincial Btatement, 102323, -
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With regard to export duties it is to be observed .¢hat
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. Bub tbis measure contained a novel
principle by providing for a rebate of two-thirds of the duty
on hides and skins exported to the Empire countrles ‘and
there tanned. -

An important effect of these tarif changes has been a
great increase in the customs revenve. The pre-war average
revenue from customs and cotton excise was 9 84 crores
which rose to 48°21 crores in 1927-28.

The appointment of the Indian Fiscal Commission in

odian Fiaal O 1921 is a landmark in the history of Indian
wmissice, “™  fiscal policy. To this Commission was
entrusted the task of examining, with

reference to all the interests concerned, the tariff policy of
the Government of India including the question of the
adoption of the principle of Imperial Preferencs. The
Indien Fiscal Commission were impressed with the fact that
the industrial development of India had not been commen-
surate with the size of the country, its population and its
natural resources. They endorsed the opinion of the Indus-
trial Commission that ‘‘ The industrial system is unevenly,
and in most cases, inadequately, developed ; and the capitalista
of the country with a few notable exceptions have till now
left to otber nations the work and the profit of manufactur-
ing her valuable raw materials or have allowed them' to
remain unutilised.”" The Commission held that & consider-
able development of Indian industries would be very much
to the advantage of the country as a whole, creating new
sources of wealth, encouraging the accumu'ation of capital,
enlarging the public revenues, providing more profitable
employment for labour, reducing the excessive dependence
of the country on the unstable profits of agricultore and

47
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stimulating the  national: lifé and developing the national
character.! They pointed out that many of the ob-facles to
the development of industries in India. were fast disappearing
and that *“ a fime bas come when India is prepared to take
advantage of any stimulus applied to her industries.”’ ~ The
Indian Industrial Commission svggested certain measures .
such 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 that was necessary for the development of
industries. They endorsed the view of Prof. Pigou that
** the case for protection wiih a view {o building up produc-
tive power is sfrong in any agricultural country which seems
to possess natural advantages for manufacturing. In such a
country the immediate loss arising from the check to the
exchange of native produce for foreign manufactures may
well . be: outweighed by the gain from the greater rapidity
with which the home manufacturing power is developed.””*
The .majority of the Commission recommended a policy of
protection to be applied with discrimination, There were
certain disadvantages ‘incidental to the policy-of protection
but if this was applied with discrimination, the inevitable
burden on. the community would be as light'as would be
congistent with the due developrent of industries, '

. The minority of the Commission, however, wanted an un-
qualified pronouncement that the fiscal policy best suited for
India.was protection. The policy of.protec:ion recommended
by the majority of the Commission connotes that discrimina-
tion--should be exercised in the selection of industries for
protection and in the degree of protection afforded. To carry
out- this policy they proposed the creation of a Tariff Board.

1 Report of the Indian Fiscal Commigsic, p. 50.
L .’ M: Pc ‘ln . -
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The fuinction of the Tariff Board would be to consider the
claims of protection for any industry. In dealing with all
_claims of protection, the Tariff Board should in the first
instance satisly itsell that the following three conditions are
fulfil ed : —

(1) The industry must be one possessing natural ad-
vantages, such as an abundunt sopply of raw material,
cheap power, a suff cient supply of labcur or a large home
market. Such advant»ges will be of different relative im-
portance in different industries, but they should all be
weighed and their relative importance asses:ed. The success-
ful industries of the worid po-sess certa'n comparative advan-
tages to which they owe their success. No indusiry which
dors not possess some comparative advantages will be able to
compete with them on equal terms.

(2) The industry must be one which without the help
of protection eiiher 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 will appear from the conditions that the second is a
corollary of the first and the third contemplates only tempo-
rary protection.

The Commission further recommended that indostries for
purposes of national defence and for the development of
which conditions in India were not unfavourable 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 circumstances permitied—only for revenue
purposes, but not for the purpuse of affording protection.
Apart from the feeling of resentment against export duties on
raw materials in foreign countries, the disadvantage is that
they will prove a serious burden upon the producer if
the protective effect of the duty is to be realised. On this



372 EVOLUTION  OF INDIAN INDUSTRIES -

ground the export duty on hides and skins and on oil
seeds is conderaned. .Further, they were opposed to the
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
Indian industries. The policy of protection as advocated by
the Commision raised the question of
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
will go to the foreigner and, therefore. restriction should be
‘imposed ypon the influx of foreign capital into the country.
The majority of the Commission thought that as there was
a lack of capitsl in the country, without the aid of foreign
capital the industrial development would not be accelerated,
It was also-urged by them that the foreign capitalist would
import into the couniry ‘‘ the technical knowledge and up-
‘to-date metbods which are essential ' for India’s industrial
development, and thus the main advantage from the employ-
njent of foreign capital would remain in the country. An
exception to the unrestricted admission of foreign capital was
made in the cases where some form of Government con-
cesgions was 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,
reasonable proportion of Indian directors and reasonable
facilities for trainining Indian apprentices.

The minority of the Commission, however, were opposed
.to the unrestricted -admission of foreign - capital into the
country. They held that there was no valid reason for the
distinction drawn between a bounty and a protective duty as
in both cases the people were called upon to sacrifice either as
tax-payers or as.consumers. They, therefore, recommended that
every foreign company, desiring to establish an industry after
the policy of protection has been adopted in India, should be

f‘omigh C:;pitul
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subjected to the same conditions as were proposed by the
majority in the case of favoured companies.
On the 16th February, 1923, Mr. Jampadas Dwarkadas
The be‘naio! moved a resolutio in the Assembly for the
e pr-neipis of pro- ) e . -
toction axcspted by the acceptaoce of a policy of protection by the
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 regulated from time to time by sach discrimination as
may be considered necessary by the Government of India
with the consent and approval of the Indian Legislature.”’
This resolution was accepted by the Government with some
reservations. Sir Charles Innes pointed out that the Govera-
meant wa+ prepared to accept in principle the proposition that
the fiscal policy of the Government of India might legiti-
mately be directed towards fostering the develonment of
industries in India and that 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
should be applied with discrimination, with due regard to the
well-being of the community and subject to the conditions
laid down by the Fiscal Commission. Though during recent
years the rates of duty on imports were raised substantially
and these afforded protection to some of the local industries,
yet the principle of protection was not deliberately adopted.
But the acceptance of this principle marked an epoch in the
fiscal history of India. The Commerce Member thought
that the time was not opportune for the adoption of a policy
of protection as the industrial depression in the European
countries would compel them Yo fight for markets open to
them.! But the truth is that this was the time when Indian
industries required protection most if they were to be saved

I Lagis'ative Assembly Debates, 1939, p. #357,
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from " the ruinous -effects of foreign competition. -Much
apprehension was felt for the interests of the agriculturists )
and the middle classes. It was argued that a policy of pro-
tection would dimisish the prices of agricultural products by
limitirig their markets and would raise the cost of living of
the agriculturists .by raising the prices of imporled 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 hesitate regarding
thie net advantages of the policy we recommend.”’'? In the
course of the debate it was also urged that the Fiscal Com-
mission while recommending a policy of protection trivd to
reader that policy as ineffectual as possible by loading it with
unworkable conditi»ns. Objection was taken specially to
condition (2) that the Tarif 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 rapid'y as is
desrable, without protection. It is not difficult to conceive
that there may be a great divergence of opinion among ex-
perts as to the potentiality of an industry. Nor will it
be easy for experts to prophesy that-an industry would
eventually be able to face world competition withoué
protection, as industrial changes are so rapid in these days.
If was, therefore, 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
considered sufficient proof that protection is needed in its
case to inspire. capital with confidence and to make the
progress of the industry rapid.”” *

Doubis were expressed as to the continuity of the policy
of protection by the Government by several members, but

1 Repott of 1bs Indian Fiscal Canmission, p. 4§.,
1 Legislative Assemtly Debates, 1023, p. 2301,
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the Commercé Member gave-a pledge that ‘“the passing of
thé resolution would pin down at any rate the Government
of India to that policy.'” The resolution as amended by the
Government was accepted by the House. '
With the war an era of industrial expansion dawoed up:
' on the country. The lescons taught by the
war brought about. a remarkable change
in the industrial position of the country as also in the out-
look of its business men as compared with those of 1913.
Government experienced a great shortage of materials
required for munitions and the industries were bandicapped
on account of interruptions 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 industrialisis
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 becamo suddenly involved in & great depression.
‘The fall in the prices of the staple commodities of the
world trade was enorinous, and India could not escape the
terrible effrots of the depression. The competition of
imported products with' the manufactures -of the  country
became - uuusually severe and a strong demand developed .in
the o mntry for proteciion to the nascent industries.
\Vl h the acoeptance of the principle of protection by the
Government of India, various industries
,1['.:':,, ;,';?,.":.'3;,'“ began to put forward a claim for pro-
tection. The Tata Iron and Steel Company
was the first Indian concern that claimed protection for the
steel industry. Their proposal was that a' duty of 338 p.c.
ad valorem should be imponsed on all kinds of steel manufac-
tured by the Company at Jamshedpur. It was pointed out
that foreign steel was likely "to enter India, at a price,

Indpatrial depression.
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without duty, of Rs. 150 perton and that the Company could
not sell steel at a reasonable profit unless the price was Rs.
200 a 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. ' The Board were directed also to investigate
the effect of their recommendations upon industries dependent
on the use of steel.
In their report to the Government of I[ndia, the Tariff
Board pointed out that India possesses
Targ aada, 7 ™ great natural advantages for the production
of steel and iron and that the first condi-
tion laid down by the Fiscal Commission is fulfilled. Not
only does India possess high grade iron ores in large
quantities but they are situated 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 eonclusions of the
Board were : ** (1) There are sufficient supplies of coking
coal available to meet the needs of a steel industry capable 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 steel cannot be settled until further
surveys and explorations have been made; (3) the information
at present avajlable suggests the desirability of conserving
India’s resources of metallurgical coking coal.”’* In respect
of fluxing materials India does not possess the same superiority
48 in ore but economically is at no disadvantage. In respect
of labour the couniry suffers under a disadvantage which is

1 Resolution No 8173, dated the 10ch July, 1938,

T Report of tbe Tarifl Board regarding the grant of protection to the Steel
Industry, p. 13. The TataXron snd Steel Conpany stated that they believed they
bad 400 million tons of coking cos! in their mines in the Jheris and Banigaoj
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inevitable in any country that is about to pass from an
agricultural into a manufacturing stage. During the transi-
tion period it is necessary to rely on imported skilled labour
but this is a temporary dxfﬁculty and would ~eventually
disappear. Further, India has a fairly large market for steel
as the total consumption of iron and steel is in the neigh-
bourhood of one and a half million tons. ‘The Board
expressed the opinion that ** provnded there is an adequate
expansion of transport facilities there would be room for two
or three steel works each with- an output comparable to that
of the works at Jamshedpur.”'® ~As regards the second
condition which related to the necessity of protection the
Board held : “‘ Our deliberate opinion is that without the help
of protection, the steel industry is not likely to . develop at
all.”’* They recognised that the. -industry’ was passing
through an extremely dlﬂicult transition penod and ** if the
manufacture in India were to end in dlsastrons Iaulure alI
prospeots of further deve!opment for the next ten or ﬁfteen
yéars would be at an end.’’ - As regards the third condmon
whether the industry would eventually be able to face world
competition without protection, the Board held that thqugh
years must elapse-before Inlian labour aequired the necessery
gkill and experience yet India’s natural advantages were so
great that steel would be produced at a cost low enough to
face outside competition. This opinion was further.strength-~
ened by the consideration that the Company was already
producing pig iron more cheaply than other countries and a
oonsiderable export trade with Japan, Australia and the West
Coast of America bad developed recently. There was
another ground to be emphasised. The importance of steel -
maunfacture in a country from the point of view of national

! Beport of the Turif Board regarding the grant of protection to the Gteal Industry
18 ‘

T Nd, p A
43
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defence was demonstrated during the war, and on this basis’
the case for protecting steel was 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 of 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 as to
ifterfere as little as possible with the products which are not
manufactured in India at present and are not likely to be
manufactured in thé near future.

The Board found that there was a wide gap between the
pricé at which steel was imported and the price at which the
Indian industry could sell its products at a profit. The
analysis of éost of production in the Indian concern disclosed
that it was not possible to sell steel at a price below Rs. 180
per ton if & fair return to capital was to be secured but at the
sameé timeé stéel was imported at Rs. 140 & ton without duty.
As to adequiacy of protection it is necessary that the schame
of protection should not merely aim at the preservation of the
existing industry but should aim also at attracting pew
tapital fo the industry so as to produce the stimulus of
internal competition. * The capitalist,”” the Board observes,
““ must look for an assurance that protection will be
continued to thé extent necessary for the full peried which
must elapse before anticipations can be tested by results.’”*

- The Tariff Boad recommended the following scale of duties
on the various kinds of steel imported into India:

 Raport of the Tarifl Board, 1624, p. 19.
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8tructural shapes e .. Rs. 8086 ton
Plates e BO .
Bars and rods ... v e 40,
Bheeta we 30 B0 4,
Galvanised sheets T v oo 4,
Rails (under 80 Ibs.) and fish plates ... - o W,

These duties would work out at 20 to 80 p.c. ad valorem.
The change from the ad valorem to the specific duty is due
to the consideration that when protection and not revenue is
the goal, specific duty is preferable. Because in the case of
ad valorem dutics 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. Tt is
recognised that the grant of protection to a basic industry
way affect prejudicially otber industries dependent on it
and the best means of assisting a basic indusiry like
the steel industry is by means of a bounty. Whatever
might be the merits of such a methed, finapcial considera-
tions precluded the possibility of its application on a large
scale. It is only with regard to heavy rails and fish plates
that the scheme of a bounty was recommended. It was
pointed out by the Tariff Board that the Tata Iron and
Steel Company was under a contract to sell rails at a fixed
price and the rise in the price of rails by means of a protec-
tive duty would not benefit the manufacturer and “ 1be
imposition of a tariff duty must be pugatory.” Another
reason assigned was that this method would prevent the
incresse in reilway costs. The proposal of the Tariff
Board was, tlerefore, that tounties should te given on the

Bounty,
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manufacture of rails and fish plates in accordance with a
sliding scale for three years—Rs. 32 a ton in 1924-25,
Rs. 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 tbe rate of
duties. The course of world prices was uncertain and s
further fall in price might render protection ineffective. It
was, therefore, proposed that °‘ If the Governor-General in
Council is satisfied, after such 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

el Protetion Ac grant of protection to the Steel Industry
of 193¢, were accepted by the Government and
they introduced a bill in the Legislative

Assembly fo give effect to these recommendations in May,
1924. In the 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 cne 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 young. He accepted the proposition that “* If the Indian
industry is to survive it must have temporary assistance
during the present transitional period, and that if it does not
it will be squeezed out.””! As to the extent of protection
the Commerce Member pointed out that the duties proposed
’b_y the Tariff Board though lower as contrasted with
Australia yet ‘‘ baving regard to the relative poverty of
India "’ were undoubtedly heavy. As to the form of protection

1 Inghlnﬁn Assembly Debates, 19?!. p. 2284,
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a system.of bounty for three years might save the existing
industry but would not attract new capital into the industry
aod 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 transport, you will be putting up the cost of
roads and bridges, you will be puiting up the cost of
domestic improvements in municipal and utilitarian eon-
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 Tarif Board found that ** the increase in the capital
expeuditure of all the railways would be Rs. 15'4 lakhs of
capital and Rs. 13-2 lakhs of revenue or about Rs. 29 lakhs
in all. These figures are approximately ‘7 per cent. of the
capital outlay and ‘2 per cent. of the working expenses.’'?
Further, other industries would be affected very little as
machinery was not subjected to a protective duty. With
regard to agriculture it was 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 alleged burden upon agriculture is more imaginary
than real, for the quantity of steel consumed by the agricul-
turista is very small. As the Tariff Board points out: *If
all the steel bars imported into or produced in India were

1 Repoat of the Turif! Board regarding the grant of protection to the Steel
Indusiry, p. M.
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used for no other purpose than to 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 Tata Iron and Steel Company deserved
protection objected to that aspect of the bill which held out
an invitation {o foreign companies to build up steel factories
in India without adequate safeguards. He thought it was
against common sense that there should be ‘“ a proposal to
tax the public generally in order that foreigners should come
and establish certain factories in the country.’”?

The provision of the bill relating to the grant of bounties
on rails and fish plates raised a great controversy. The
Tariff 130ard did not lay down any conditions for this pur-
pose. The Indian non-official members wanted thaf bounty
should be granted under distinct conditions and such condil-
tions should be incorporated in the bill. Pandit Matilal
Nehrn, 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 the commencement of this Act in the business of manu-
facturing any one or other of such ariicles, unless such
company, firm or person provides facilities, to the satisfaction
of the 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
expressed 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 order pre-cribed
in this behalf consists of Indians.”” This amendment was

1 Lagislative Assen:bly Colates, 1934, p. 2251,
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sccepted by the Government as Government was already
committed to this principle. The Steel Protection Act was
to be in forge for thres years after which the matter was to
be investigated again by the Tariff Board.'

A few months alter the passing of the Steel Protection

Act, the Tata Iron and Stee] Company
,,f?ﬁ‘f“:h,‘,‘;“‘}',“ﬁ represented to - the Government that the
in prics. protection afforded by the Act was rendered
ineffective on the ground that the prices actually realised for
steel manufactured at Jamshedpur were much below Rs. 180,
There was & substantial fall in the sterling prices of Conti-
nental stesl, at the same time the rise of the rupee-sterling
exchange from 1s. 4d. to over 1s. 6d. caused a further fall in
the rupee price of the imported steel. The Company conse-
quently asked for an increase of duties.

The Tariff Board were called upon to advise the Govern-
ment of India whather the circumstanoes were such as {o
justify the exercise of the powar delegated by the Legislature
end, if s, to what extent. The Board found that there
wos no chenge in the prices of British steel but qwing
to the oollapse of the French and the Belgian exchanges,
the prices of Contiuental steel declined down to the pre-war
level. There was a wide gap between Continental prices
and British prices and the difference in tha case of bars
was £3 15s. Fuarther, the rise in the rupee-sterling
exchange meant a fall of Rs. 16 per ton. The methods
considered by the Board to deal with the situatiog were
(1) differential duties azainst countries in which prices
had fallen to a very low level, (2) Imperial Preference,
and (3) a general increase of duties. With regard to differ~
ential duties the French Commercial Convention of 1903
was regarded as an absolute bar to any scheme which
would propose to discriminate against steel imported from

- This Xoquiry is designeted * Statatory Eoquiry,™
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particular countries. There was, however, no international
agreement which would prevent the imposition of a lower
rate of duty oo steel imported from the United Kingdom, so
as to obtain the desired object. 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
Tanfl Board rejected this alternative. They were thus left
with the last alternative, viz., an all round increase of duties
on the various classes of steel which came into competition
with the Indian manufactures.
The Government of India, however, did not accept the
proposals for enhancement of duties.
orreel, Bounties  Act They accepted the findings of the Tariff
: Board that the protection afforded by the
Act of 1924 was rendered ineffective by the fall in- the
pricés 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 Charles °
Innes in introducing a bill for the grant of bounties émpha-
sised that DBritish steel was displaced to-some extent by
Continental stee!l on account of its low price and the
real competition- in {fhe Indian market was between
Continental steel and Tata’s steel. IF protection was to be
made snccessful the duty would bave to be raised to 50 to
70 p.c. of the valne of the articles. Such a step would
mean a burden on the consumer out of all proportion to the
benefit which would be conferred on the industry. As Sir
Charles Innes pointed out : *‘ The maximum benefit 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.””' It was,
further, held that owing to heavy accumulation of stocks the

1 LegullmAmbl,y Debates, 1935, p. 380,
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duty would not produce any substantial immediate effect on
price. Another argument for the acceptance of the scheme
of bounty was that the surplus from the protective duties
would provide the source from which the bounty was to be
paid wibout any additional burden upon the tax-payer. The
provisions of the bill were as follows ;

(1) The -bounty should be paid only to firms or
companies manufacturing steel ingots mainly from pig iron
from Indian ores.

(2) The bounty should be paid on steel ingots at the
rate of Rs. 20 a ton on 70 p.c. of the total output of steel.

(3) The total amount of bounty should not exceed 50
lakbs of rupees during the twelve months from 1st October,
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 the 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 °‘ left little or no surples over
the cost of production.”” The Board held that there would
remain & 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 1924.' .They, therefore, advised the Government
to continue the supplementary protection till the Statutory
Enquiry was completed and that the supplementary protection
should be given as far as possible in the form of a bounty.
The Board recommended the grant of bounty at the rate of
Rs. 18 per ton subject to & maximum of Rs. 90 lakhs. The
Government of India while accepting the finding that farther
assistance was required reduced the rate from Rs. 18 to
Rs. 12 per ton subject to a maximum of Rs. 60 lakhs.

1 Report of the Tarifl Poard regurding the grsut of Sepplementary Prokction to
the Stesl Industry, p IR, :
49
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The Act of 1924 was limited to a period of three years
at the end of which it was assured tbat
a Statutory Epquiry would be undertaken
to review the progress of the industry under the scheme of
discriminating protection. That Enquiry demonstrated the
success of the policy adopted. As the Tariff Board says:
‘¢ That the protection actually received by the Company bas
enabled it fo survive a most difficult {ransition period not
merely without losses but in a state of improved and growing
efficiency cannof, we think, be questioned.””* As a matter
of fact, with the assistance received from the public, the
Company was able not only to meet the works costs and
interest on debenfures and loan charges, but to pay full
dividends on its first preference shares and a partial dividend
on its second preference sbares and set aside a substantial
sum for depreciation. Itis worthy of note in this connection
that in addition to the benefit of a protective duty, a sum of
rupees 209 lakhs was paid to the industry from the public
exchequer.

There was a considerable increase in the prodaction of
steel. Thus in 1923-24 the total production of finished steel
amounted to 162,282 tons which 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 the first report.?

Sistatory Enquiry.

1 Report of the Statutory Enquiry on Steel Protection, p. 16,
3 RBeduction in works costs, oide Report of the Btatutary Enquiry on Stesl
Prote tion :—

1928-24 1924.95 192596  Angust, 1996
Re. per ton Rs. per ton Bs, perton  Hs. per ton
Pig iron 3698 2 7. 2848 2591 -
Bteel Togota T1°03 851 57 5197
Bail sod Siroe-
taral mills 120 93 11144 101°68 851
Bar mills 182°55 13182 114 1069

Plates 1431 1468 1249 83
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Improved methods combined 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 steel in India were for the greater part
of the period considerably below those prevailing immedi-
ately before the protective scheme came into force.! So
far as the replacement of imported labour is concerned good
progress was made. The number of covenanted men was
reduced from 222 in September, 1924 to 161 in June, 1926
and the saving on this account was about 38 lakhs annually.

Though there was satisfactory progress in the.-financial
condition of the Tata Iron and Steel Company during the
period of protection, the course of trade precluded the possi-
bility of discontinuing protection. As the Tariff Board says :
“If the rupee price of imported steel had remained at
the 1923 level, little or no prolection would be required.
Prices of imported steel have, however, fallen substantially
and unless protection is continued it will not be possible to
manufacture and sell Indian steel in competition with the
imported product.'**

The extent of protection to be given to the industr)
depended largely upon the course of prices of imported steel
Though the price of British steel fell rapidly since 1924 an¢
the gap between the Continental and the British price wa
narrowed down, the difference was still substantial. It it
wndoubtedly true that British steel was superior to Conti.
neotal steel and a part of the difference in price might b
accounted for this. But the difference was 80 large that th
Tariff Board had to display a good deal of ingenuity in the
adjustment of duties o as to secure protection to the Indiar
industry without substantial injury to British interests. A
system of uniform duties levied with reference to Continenta)

1 Report of the Statubery Boquizy sa Bissl Protection, p. 17,
t Dl p 98
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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.”’ Thberefore, the
rate of duty should be fixed with reference to British price.
There was another advantage of this step in that the British
price approached stability whereas Continental prices were
uncertain., Further, the industry should be assured of at
least & minimum amount of protection not subject to varia-
tion during the period for which the scheme was to be
adopted. ‘‘ On economie grounds,’”’ the Board observed,
* it is advisable that two scales of dufies be imposed, a basie
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 levied on non-British steel.”” The
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 Delhl Session of the
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 Iron and Steel
ITndustry bué 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.””' Sir Charles
Innes, however, had to strain every nerve to convince the
House that the measure was not one of preferential treat-

The Act of 1937.

1 Assambly Debates, 1927, pp. 123 snd 142—Speeches of Pandit l{ahnn sod
Mr. Jayaksr.
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ment, He said: *‘I donot 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 accepted that opinion.”” It is
worthy of note that neither the Tariff Board nor Sir Charles
Innes was consistent in this matter. Thus, in their 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-
rily, no more in the direction would be made until the case
had been fully discussed in all its aspects, and we cannot
advise the Government of India to use the power which
was delegated for a special purpose, to introduce, as it were
by a side wind, Imperial Preference for steel.”” ! 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 not
feel debarred by political considerations from recommending
it.”"* 8ir Charles Innes, however, while assuring the House
that the Government bad no inlention of adopting any
general 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 doubt
that the British Iron and Steel Industry required relief, as
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 opposition of the non-official members,
the bill wae passed for a period of seven years. The grant
of protection to the Indian steel industry led to a demand

1 Baport of the Tarift Board regerding the Inorease of Duties on Bteel, p. 6.
1 Baport on Statutory Boqeiry.
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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
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 : _

(@) 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 compefi-
tive Indiap prices rather than by import duties or bounties; but

(¢) Thatif 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 industry
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 Tarif Board to be legitimate.! But its claim for

Engineering Induostry.

1 Firet Report of the Tariff Board on Btesl Protection,
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bounties or guaranteed orders was “dismissed on financial
grounds. The evidence regarding foreign competition salis-
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
nﬂ:.',,“‘_' Bulding  engineering industry. The building of
wagons in India was carried on to some
extent even before the war by two firms but they did not
specialise in this branch to the exclusion of all other kinds of
work. The establishment of the Standard Wagon Company
after the war altered the position of this industry. It 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 cost of materials and there
appeared to be a deliberate attempt “‘ to kill the manufacture
of wagons in India.”” The industry would also be affected
by the proposed higher duties on steel and it was claimed that
it should be protected against dumping and the higher cost
of steel,

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 there appeared no prospect of iws
development except at some cost to the State. The proposal
for the imposition of higher duties on steel wouid raise the
oost of materials used by this industry. But the difference
between the price of imported wagons and the cost of
production in India was so large that compensating protection
would afford only partial relief to the industry. Besides, a
high protective duty on wagons would largely increase
railway costs. The Board consequently proposed the
encouragement of this industry by a bounty in accordance
with a sliding scale. It was also recommended that 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 regards 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 Industry. Tin Plate industry. It originated during
the war owing to the difficulties experienced
by the Oil Companies in obtaining their supplies of tin plate.
The grounds on which protection was claimed were (1) high
capital expenditure due to a more elaborate 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 wages. This
industry possesses the same comparative advantages as the
steel inJustry in respect of raw 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
second one is likely to disappear with the training of Indian
operatives. From the start the Tin Plate Company produced
tin plate of good quality and the prospects were sufficiently
favourable ‘‘ to warrant some assistance from the State.”’
The Board consequently recommended the imposition of a
specific duty of Rs 60 a ton equivalent to 15 p.c. ad valorem
on foreign tin plate. Two other industries, viz., wire and
wire nails and agricultural implements, were also recom-
mended for protection. Protfection in the case of the latter
industry was recommended because it was not needed asa
permanent measure but as a 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 made by the Tin Plate industry-
Bum'“m protec- fully ju.stiﬁed the po]ic'y of discriminating
tion ipnl‘t;l:alcl;?:':rf’ the protection.  Production increased from
9,000 tons in 1923 to approximately 35,000
tons in 1926 and the works costs fell from Rs. 459 per ton to
Rs. 313 per ton. ' A notable increase in the efficiency and
gkill 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
gcale of duty was reduced from Rs. 85 to 48 per ton and the
period of protection was fixed at seven years.

The paper industry in India was in a stagnant condltlon

before the war. This was perbaps due to

Paper Tndusiry.  the developmeut of mechanical pulp

industry in European countries which
offered cheaper paper to India.

The war reduced considerably the supply of imported
poper and there was a phenomenal rise in its price. Thus
an impetus was given to the paper industry and four new
mills were projected, the most important of which was the
Indian Paper Pulp Company of Naihati (Bengal).  With
the commencement of the post-war trade depression the paper
industry was faced with serious financial difficulties. In
1923 the Indian Paper Makers® Association represented to the
Government that without protection the industry would be
ruined. Their proposal was that all kinds of paper should
be subjected to a protective duty of 25 p.c. It was mot
claimed that every kind of paper was or could be produced
in India but it was asserted that eventually the country
would be able to supply nine-tenths of its requirements.
The annual consumption of paper in India varied between
$0,000 to 100,000 tons and the Indian production exceeded

! Raport of the Statwtory Bnquiry oa Prosotion to the Stesl Indnstry,
50 : '
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30,000 tons and there was thus a fairly large market in the
country. It was claimed for the Incian Paper industry that
““ it possesses a pnatural 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
which would enable them to 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 grass
was conflicting. * The real question is whether grass can be
obtained at a price which makes it economically advantageons.
The Indian paper-maker bas to draw his supply of grass from
fields lying at a distance of 500 to 900 miles from the factory.
This difficulty, bowever, may be obviated by locating the
factory near the raw material but this advantage is wiped off
by the freight on coal. It is significant to note that the
concentration of all the best coal deposits in India in ope
locality i§ an obstacle which retards the deve'opment of
India’s material resources in the less favoured regions.
The Tariff Board observes : * The paper mills of India which
use rabai grass have no natural advantage.’”* The position
of bamboo as a raw material for the manufacture of paper
js different from that of sabai grass. It is inferior to sabai
grass in strength and durability bt for the cheaper kinds of
paper it is admirably suitable. The supplies of bemboo in
India and Burma are not on'y sufficient to meet the needs of
all the paper mills in India but there would remain a surplus
froms which an eiport trade in pulp might eventually develop.
Puarther, bamboo can be landed in a miil accessible by water

1 Report of the Tariff Board on Peper Tndustry, para. 19.
# See Pearvon’s Evidence.
# Report of the Tariff Board en Paper Industry, pars. 106
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transport from the forest at & cost low enough to make it a
great deal cheaper than wood. Another advantage of bamboo
is that it reproluces itself automatically alter three,
four or five years whereas it takes a far longer time in the
case of wood. With regird to chemicals it was found
by the Tariff Board that most of the chemicals required for
the manufac.ure of paper were now m.de in India and only
8 few of them were imported. It was, therefore, recognised
that the manu'acture of pulp and paper from bamboo might
in time becine a very impostant indus'ry and the prospects
were fuvourable enough to justify the grant of Siate assist-
ance. The assistance contemplaied was to be limi:ed for &
period of five years and the Government were advised not to
com nit jtself finally to protection. The Tariff Boa:d recom-
mended & uniform specitic du:y of Rs. 140 per ton on all
printing and writing papers which would work out at 25
p-c. ad valorem on better kinds of paper and 35 p c. on the
cheapest varieties, but news print containing not less than
65 p.c. of mechanical pulp should be exempted from the
protective duty. These recommendations resulted in the
Bamboo Paper lndustry Proteciion Act of 1925,
We have stated in the previous chapter the circumstances
Repes! of e Cotton n13der whicl_1 an excise duty_ on the Indian
Erum ?;m-:: mill protection of cotton piece-goods was
imposed. Ever since its imposition no¢
only Indian publicists but impartial Englishmen condemned
this duty as an unsouud impost as it violated the funda~
mental principles of an excise tax. In 1911, the Hon’ble
Mr. Maneckji Dadabhoy moved a resolution in the Im-
perial Legislature for the repeal of the excise duty as the
mill industry was in 8 state of depression. The Member
for Commerce opposed the resolution on three grounds:
(1) the removal of the excise duty would operate prejudi-
cially against the trade of Manchester; (2) the Government
were not in a position to forego the revenue from the excise
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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 te the great handloom industry of India and the Govern-
ment were not prepared to withdraw that protection. The
third argument 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 handioom. Besides,
when we admit a real competition between handlooms and
powerlooms a 3% p.c. duty hardly affords any potection tor
the former.! The real danger apprehended 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 cofton 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.”” But there was no improvement in the financial
condition during the war, but, 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 to be raised to
15 p.=. was rejected by the Legislative Assembly even when
the Finance Member was in dire need of funds. Sir Malcolm
Hailey observed : ““I will admit all the theoretical arguments
against the cotton excise duty. I admit that it bas an un-
happy history. I admit that in itself it is not a good tax,
because it is a tax on production and not on profits. But I
say, let us have this tax, if itis only for six months, until the

1 The Indian Fiecal Commiesion bolds u contrary view :i'* We have not overlocked
the fact that at the present momeat the duty operates to some sxtent as s proteciion
to the handloom industry. We fully reslise the impartance of bandloom industry,
and we welcome the graot of sssistancs Lo ik, Bot there sre many otber ways, besides
tha indirect method of a0 excise daty on mill gonds, by which the handloom mdun'y
may bs encouraged.”—Report of the Indisn Fiscai Commission, p. 99.

% This is the view of Mr. Gokhale. Bee his Bpaeeh—l»‘meaedmgl of the l’mpennl
I.gguln:u Counail, 1911,
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Fiscal Commission can give us a scientific readjustment
which will give us money without reproducmg the un-
desirable incidence of the present tax.’

The Fiscal Commission recommended that * the exist-ing
cotton excise duty’’ should in view of its past history and
associations, be ‘“unreservedly condemned ' and the Govern-
ment of India should frankly express their desire to ‘‘ clean
the slate.'’ The post-war depression in the cotton industry
rendered the abolition of the excise duty imperative
but the financial conditions of  Government
prevented the grant of this relief. In 1924 Mr.
Kasturbhai Lalbhai moved the following resolution
ia the Lagislative Assembly : *‘This Assembly recommends
to the Governor-Geaeral in Council to take early steps to
abolish the cotton excise duty as recommended by a majority
of the Indian members on the Indian Fiscal Commission and
to be pleased to direct the Tariff Board to further examine the
question of protection at an early date.”” In the course of
the debate on this resolution Sir Charles Innes did not think
that the ‘‘tux had huwmed the Bombay cotton industry™
though he recognised that °*this tax had done great political
barm."” Hequoted figures to show -that the progress of the
industry inspite of the ‘' slight handicap ** had been remark-
abie since 1896, the year of the imposition of the excise duty.
The Bombay mill-owners, however, contended that “‘it is
perlectly true that this industry has progressed very much but
had it not been for this excise duty it might have progressed
still further.”” It was, bowever, asserted by the Commerce
Member that the grievance of the Bombay mill-owners was
not real as the gap between the import duty and the excise
duty was 7} p.c. Further, as the price of cloth in the Indian
market was determined by the price of the imported cloth
the abolition of the excise duty would not mean a reduction
in the priceof cloth but would fill the pockets of the mill-
owners.
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As regards tbe claim of protection for the industry
Government thought it was absolutely unwarranted. Indian
mills produced 93 p.c. of the yarn consumed in India and as
regards cloth Indian production accounted for 62 p.c. of the
total “consumption, and in the face of these figures Sir
Charles Innes observed : ““ It is absurd to say that any general
measure of protection is required.”” But inspite of the
opposition of the Government the resolution was accepted by
the Assembly..

The rapid fall in the prices of cotton gnods accompanied
by serious labour troubles placed the industry in a serious and
embarrassing situation. There was a persistent demand for
relief and the Government was ¢ smpellel to repeal the excise
duty in 1925, But the depression in tke industry was so
acute that the Bombay Mill-owners’ Association had to re.
present to the Government for an enquiry into the causes of
the prevailing depression and to suggest the measures which
might be taken tfo restore it to prosperity., In their repre-
sentation, the Bombay Mill-owners ' Association emphasised
the growing unfair Japanese competition as ope of the
contributing causes of the depression in their industry and
demanded protection against Japanese goods. They pointed
out that the industry was handicapped fo the extent of 8 p.c.
on account of the depreciation in the Japanese exchange and
an additional 5§ p.c. on account of double shift working by the
employment of female labour at pight in the Japanese mills,
The Indian industry thus required an additional protection
of 13 p.c. in order to be placed in an equal position with
foreign countries in respect of the cost of manufacture and a
further additional protection to enable the Bombay mills to
make the necessary allowances for depreciation of plant and
machinery.  Government appointed a special Tariff
Board to examine the causes of depression and to
ascertain  whether the industry was in  need of
protection, and if so, in what form and for what
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period proteotion should be given.” The Tariff Board in
their report pointed out that the three world factors, viz., the
altered relation between the agrarian and the general prices
sinco 1920, the cyclical character of trade throughout the
world, and the violent fluctuations in the price of raw
cotton, contributed mainly to the present depression in the
Indian cotton textile industry. The problem of Japanese
competition, however, presented a complicated feature. The
import of yarn from Japan since the year 1920.21 increased
from 6 milion lbs. to 33'6 million lbs. in 1925-26. But as
contrasted with the Indian production of 6864 million lbs.
the Japanese imports appear insignificant being only 49
per cent. Therefore, theoretically, Japanese imports of yarn
cannot be an important factor in price determipation. But
the real basis of comparison is not the total production of
yarn by the Indian millsbut the amount which is available for
sale. This amounted to 271'4 million 1bs., and of the total
smount of yarn offered for sale the Japanese imports
account for 12°3 per cent. only. There is another factor to
be noted. The bulk of the imports of yarns from Japan were
between 31's and 40°s and these amounted to 20 million Ibs.
and were almost equn] to the Indian mill production of yarn
of those counis. Hence the Japanese competition is a deter-
mining factor in the valuation of yarn of these counts.
Further, as the Tariff Board says : *‘ In view of the fact that
there is a definitive relative value between the prices of the
various o unts of yarn sold and that & fall in the price of
yarn of coun's 3U's or 40's, therefore, affects the price of
lower counts in & varying degree, it must be held that the
com| etition of Japanese yarn exercises & depressing effect
on the price of Indian yarn.””' In regard to certain classes
of piece-gnods Japnese competition is an important factor,
As the Tariff Board says: *‘ It is evident that the cost of

V' Beport of the Teril Beard (Ootlon Tuxtile Indeetey), p. 3y
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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.”’! But this competition,
it bas been alleged, is unfair. The labour conditions -in
Japan are inferior to those of India. Of the six Inter-
national Labour Conventions Japan ratified only one, viz.,
that which fixes the minimum age for the admission of
children to industrial 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. 'The 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 yarn and cloth. This advantage is considerably
increased if a reasonable return on capital is included in the
cost of production. The Tariff Board, therefore, held ‘¢ that
there is unfair competition between Japan and India and
that this competition is an imporiant cause of the present
depression in' the cotton textile industry.’” ?

The rise in exchange to 1s. 6d. gold *‘ rendered the prob-
lem presented by the disparity between prices and wages in
the industry somewhat more pronounced’’ * The loss of
China trade in yarn is another factor which very adversely
-affected 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 174 p.c. on cofton manu-
factures imported from countries from which there was
unfair competition, or as an aiternative a heavy duty should
be levied on coarse goods, a moderate duty on medium classes

L Report of 1he Tariff Board (Cotton Textile Industry), p. 50.
Ibid.
3 My, Hazi Kisson Eaal thioks that the rise in exchange has bad both & direet
effect cn the condition of $he industry snd oo its ability to compste in foreign markets
and sn indirect effsct by reducing, to wome oxtent, the purchasing power of the

agricultarist,
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of goods and & low duty on higher counts. Of the 17% p.c.
duty 8 p.c. was required for depreciated exchange in Japan,
8 p.o. for unfair labour conditions and 4% p.c. for deprecia-
tion of machinery. The Ahmedabad Mill-owners’ Associa-
tion claimed additional duties to the extent of 12 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 as proposed by the
Ahmedabad Mill-owners’ Association would involve a serious
burden upon the consumer and could be regarded as legiti-
mate if the industry was infant but the cottun indusiry was
not infunt in this sense, having been established more than
three-quarters of a century ago. DBut the claim of the
industry for protection so iar as unfair competition is
concerned is legitimate. But even in this case the claim of
the Indian industry was heid to be exaggerated, The stabi-
lisation of the yen exchange rendercd any provision for it
unnecessary. Nor can an industry claim protection for
depreciation of fixed capital for it is 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 5 p.c. on
yarn and 1l p.c on cloth, a moderate measure of
protection ocould be justified for such period as the labour
oonditions in Japan continued to be inferior to those of India.
The majority thought that the most eflective way of

b1
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securing this protection to the cotton industry would be to
impose an additional duty of 4 p.c. on all cotton manufae-
tures other than yarn. 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 yarn undesirable as it would
react unfavourably on the bandloom industry. The majority
appreciated the necessity for diversification in production in
order to strengthen the position of the industry. It was
emphasised that attempts should be made for the develop-
ment of finer spinning and a stimulus to the production of
goods of bhigher quality could best be given in the form of a
bounty - on the - spinning of higher counts of yarn. The:
majority, therefore, recommended that a bounty of one anna.
per Ib. or its equivalent on yarn of 32's and higher counts
based on production of an average of 15 p.c. of the total
working spindleage in a mill in British India, would meet
the situation, and the cost of the bounty was to be met from
the proceeds of the increased duty proposed.

- ‘The President of Tarif Board in bis minute of dissent
objected to the proposed bounty on principle. In his opinion
a-long established industry lLke the Bombay cotton mill
industry should need no stimulus at the expense of the
general tax-payer to a development which was ip its-own
interests. Further, the proposed bounty would not improve
the position of the industry as the depressing effect oo the
price of the yarn on account of Japanese- compitition would
continue.- Therefore, the President held that the maximum
duty- which could be justified was one which would offset
the actual advantage per pound of yarn 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.”” They accepted the finding of the Board
that the Japanese cotton mills had an advantage over those
of India and this advantage amounted to 10 p.c. and
not 124 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 piece-goods. °‘ The existing revenue
duty on yarnis only & p.c., and in this case, if the calcuia~
tion of the majority is accepted, the advantage to the
Japanese mills is not fully covered.”’* But in the interests
of Lhe bandloom industry no increase in the duty wasthought
justifiabl.. A partial relief was granted to the industry by
remitting the import duty on cotton textile machinery and
mill stores. This decision of the Government of India dis-
satisfied the cotton manufacturers of India, A conference
of the representatives of cotton spinning and weaving mills
of India declared that *‘ the true economioc interests of the
country have been sacrificed and the welfare of the cofton °
textile industry and those dependent on it has been seriously
jeopardised by the unjust decisions of the Government of
Iodia which entirely fail to protect the industry against
unlair competition.”’*

The case of the cotton nill industry was again pressed

The Terit act of before the Commerce Member at a meet-
doar. ing arranged by the Committee of Bombay
Mill-owners® 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 was
introduced’in 1927.

! Rutasgor—Bombay Industries, Cotton mills, p. &
Y Ieid,
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'The Commerce Member in introducing the bill said that
its sole object was to safeguard the manufacture of cotton
yarn in India against unfair competition and not to grant pro-
tection in a geheral 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 yarn should be
fixed at & pc. 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 o 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 the majority or the minority of the Tariffi Board.
This unfair competition was attributed to the employment
of women at night and double shift working in Japan
whereas im India tbe employment of woman labour
was prohibited at night. This is undoubtedly a valid
argument and the *Indian manufacturer,’”” as Sir George
Raipy says, ‘‘ is quite entitled to come to the Legislature
and say, ‘If T am to be subjected to a restriction, such
as the prohibition of night work by women from which my
rivals in other countries are free, then I ought to be com-
pensated in some way because these restrictions raise my
cost of production.” '’?! Thus, a new principle was intro-
duced in the fiscal legislation of the country, namely, the
principle of safeguarding an industry against unfair competi-
tion and this mdy arise from the grant of bounties or sub-
sidies by foreign Goverpments or from the restrictions
imposed by the law of the country itself. .

Under tbe plan proposed 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

! Legislative Assembly Debates, 1927, p. B167.
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specific duty of 1} annas per Ib. would approximately be
10 p.c. ad valorem at the prevailing price of yarn of lower
counts. The Preamble of the Bill contained the principle of
‘ safeguarding * but the Select Committee substituted °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 ground 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
which commenced in 1922 produced a
great depression in the Indian ‘}Bﬁﬁs—t'r_y necessitating " a
demand for protection. The Indian cement industry claims
that India possesses great natural advantages in the supply
of raw materials such as limestone, clay and gypsum. There
is no disadvantage with regard to supply of labour as the
industry does not necessitate the employment of hjghly
skilled labourers from abroad. In respect of fuel the cement
industry has natural advantage because with one excep-
tion all the factories are situated at such a distance from
the coal fields that the freight on coal is a very serious
item in the cost of production.

The Tariff Board were satisfied as to" the natural advan-
tages possessed by the industry for production but from the
point of view of market it was under a handicap, as, with the
exception of two factories et Kathiawar, all were situated

Cement Industry.
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at a considerable distance from the ports which were the
chief consuming centres. The industry, however, possesses
a paturally protected market in ‘up-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 io compete with
British cement. The manufactirers pointed out ihat the
export price of 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 cament industry would even-
tually be able to meet world competition without special
assistance. Buf the price pevailing at the time was
below cost of .production and ‘‘unless assistance was
given more than balf the companies would bave 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 was 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 understand
-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. o
The Government of India disapproved of the recom-

mendations of the Tariff Board on the ground that there
1 Report of the Tariff Bosrd on Cement Industry, p. 30,
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was po valid reason for granting bounty to an industry that
whas suffering from the evils of over-production.

The establishment of match factories by the Swedish
Company which was a buge combine
aroused considerable alarm among the
Indian manofacturers. This Company attempted to secure
controlling interest in many of the Indian factories. I was
contended that the Swedish Match Company having at ifs
disposal very large financial resources endeavoured to crash
the local manufacture by unfair competition, by a system-
atic cutting of prices and by propaganda of an objectionable
type. The case of this Companv illustrated the danger of
unrestricted admiscion of foreign capital under a protection-
ist regime. It was, therefore, proposed that Government
should introduce special measares to curtail the activities of
the Swedish Match Company.

The Tariff Board fonnd that the allegation of unfair
corapetition so far as imported matches were concerned was
true as the Company was importing matches into India at
an abnormally low price. But the price at which the pro-
ducts of the Company’s factories in India were sold did not
disclose that there was unfair competition. The point,
bhowever, is that the entry of the Swedish Company stimu-
lated internal competition which brought down the abnormal
profits of the industry. The works costs of the Company
were higher than those of Indian concerns and the average
price realised by the Company was higher than that by the
Indian manunfacturers. The Company also attempted to
secure a controlling interest in many of the Indian concerns
and spoil the reputation of Indian matches by unscrupulous
propeganda. As the Tariff Board says: ‘‘ We have scen
advertisements of the Swedish Match Company which, in
30 ne cases explicitly, in others by implication, condemn the
products of all Indian match factories without reserve
We must confess that it strikes us as curious that a foreign:

Match Indostry.
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firm shouid repay the hospitality offered to it by India by
belittling the quality of Indian manufactures as a class.’’?
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
Tarifi Board held that it satisfied all the three conditions
laid down by the Fiscal Commission. As regards the first
condifion, the industry possesses definite natural advantages
in baving a large home market and an adequate supply of
cheap labour. As regards raw 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 continnity as well as expansion
of the supply of timber a systematic scheme of plantation
will have to be undertaken. The rapid growth of the
industry under the high revenue duty satisfies the second
condition that the industry should be one which without 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 contended 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. !-0-3 per gross during a

-

1 Report of the Tariff Board on Mateh Indusiry, p. 85. 1

3 ¢ The cost of manafacturing matches in Todis is st present considerably higher
than the cost of mesofscturing matches in Bweden incloding freight from Bwedeo
to Todis, and it is hardly probebie that this diference can be tnsterially reduced,”—

Memorandom of Mn Ivar,
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period of four years,' and a 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 infroduction 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, 1.1-4} per gross and this
figure is comparable with the fair selling price of Indian
maiches which has been estimated at Re. 1-4. It will
be manifest from this that the industry satisfies the
third condition also.

There remains now the question whether the industry.
needs protection. The Tarif Board found that with a
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 offer of a lower price. It was asserted by some of
the Indian concerns that a difference of at least 2 annas
per gross in the wholesale market was necessary to induce
the consumers to purchase Indian matches.! It was
observed by the Tariff Board that ‘“ If the differénce were
to disappear it cannot be doubted that the sale of imported
matches would largely increase '’ and this difference 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

! Beport of tha Tariff Board ot Makch Industry, p. 84,
¥ Repressntation of Esvi Indian Match Manofactaring Compeny.
b3 ’ ~
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difficult.”” Nor could it be said that the consumers would
derive any benefit from a reduction of duty, as the industry
was in such astage 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 uncerfain attitude of the Swedish Company
as regards their price policy, for they might prefer importa-
fion 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 that applied for protec-
sion are coal and petroleum. Coal industry, as has been seen
in a previous chapter, has been passing through a serious
depression and demanded a protective duty on imported
coal. This claim was rejected on the grounds that the
import was insignificant and coal was a raw maierial for
all industries. The case of petroleum was, however, entirely
different. The Indian industry engaged itself in a price
war with foreign companies. It failed to establish that
shere was dumping of foreign oil in India.

It bas been seen that the policy of discriminating

protection was first applied to the steel
on s of g, '®  industry. Although there were at first

serions 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 indusiry was again put to the searching exami-
nation of the Tariff Board. It was contended by the Tata
Iron and Steel Company that the protective system broke
down because the surplus anticipated by the Tarif Board
of 1926 was not 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 great 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.”’! Another
criterion that we may adopt to measure the success 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
1932-83 the output was 427,000 tons and. the proportion
had risen to 72 per cent, and this fact shows unmistakably
that the industry is now in a position to face world com-
petition. Turning to the figures of costs of production,
the Tariff Board finds that they bave fallen in all sections
produced by the Company and °*the improvement in the
efficiency of the works which was antjcipated by fhe Board
in 1926 has been fully realised.'” *

T Report of the Tariff Board on she Iron and Siael Industry, p. 13. I we take
the pesk yser (2039) aa repressnting the ouipus of the respective planta, the perceatage
of capacity of ingob steel produced in 1933 in the chief conntrias was as follows —
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1 Report of the Tarifl Board on the Iran and Gteol Industry, 1984, p. 20,
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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 Tariffi Board, however careful
its forecasts may be, could take into consideration all the
factors that affected the industry. The fall 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 resuited 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
Tariffi Board of 1934 found that although the Act of 1927
had achieved a large .measure of success, the unsetiled
economic condition of the world would not permit the
discontinuance of protection altogether. On a careful exami-
nation of the prices of imported steel and the fair selling
price df the Indian steel, the Board came to the conclusion
that there was siill a gap between the British price
and the Continental price. The British price was stable
but the Confinental price, as it was regulated by a cartel,
was extremely uncertain. The selling 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 underlying 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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competfition with British imports either no protective
duties are required at all’or 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.

(8) The wneed for protection is due to 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 dispensé
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
Basic Bessemer process. With the reduction in the works
costs, which we have estimated, we believe that by the
end of the next period of protection, Indian works costs
will be no higher than on the Continent.’”?

The passing of the Indian Tariff (Cotton Yarn Amend-

e ment) Act, 1927, did not bring any appre-
Cotion Turft--Protec- -ciable relief "to the industry as it excluded
piece goods from the scheme of protection.

The years 1928 and 1929 were marked by serious labour
troubles and general strikes in the Bombay cotton mills.
The industry became still more depressed and the competi-
tion of imports from Japan became keener than ever.
The import of piece goods from Japan increased from the
pre-War average of 31 million yards to 562 million yards

1 Report of the Tarillt Board on the Iron sad 8teal Indusiry, 198, p. 50
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in 1929-830. 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 the severity
of external competition with the products of the Indian
mills. Mr. Hardy found that a change to a system of
specific duties would be om the whole undesirable. As
regards external competition, his report indicated that
Japan’s progress had been rapid and uninterrupied, 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 fo save the industry from complete collapse.

Af the same time the financial embarrassment of the
Government necessitated a revision of the tariff for
increased -revenue. The Finance Member, therefore, pro-
posed an increase of the revenue duty on cotton goods from
11to 15 per cent and at the same time an additiona]
proteciive duty of 5 per cent with a minimum specific duty
of 3% annas per pound on cotton goods of non-British
origin. These measures evoked a storm of protest from
the non-official nembers 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® and on the ground that
the protection afforded was inadequate. The Finance
Member defended his proposals, firstly, on the ground that
'with an advantage 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

1 Assembly Debates, 1930, p. 1745, Speech of Pandit M. M. Malaviya,
¥ Ibid, p. 1767, Spoech of A. H. Guznavi.
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duty to 20 p.c. all round would impose an undue burden
on the consumer, raising the cost to him of enormous
quantities of goods which are not in effective competition
with Indian manufactures.

An amendment proposing to make the duty on all
cotton piece goods 15 p. c. or 33 aanas per pound which-

~ ever is higher was defeated ; the Government accepted
another amendment by which the minimum specific duty
of 8% annas a pound was made applicable to all plain grey
goods including those of British origin, and with this
alteration the Bill was passed into law.

Even before this Act was passed, India was in the grip
of the world-wide economic depression which seriously
affected the financial position of the Government of India.
To meet the large deficit disclosed by the Budget for
1931-32 an additional duty of 5 per cent was added to the
import duties on piece goods and in the following September
an additional surcharge of 35 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 31} per cent.

The suspension of the gold standard by Great Britain
Sumpeation of the introduced a compli.cated factor in the
d staadard by Grat tariff system of India, for the example of

Great Britain was shortly followed by
Japan and the yen exchange was greatly depreciated. The
consequence of this depreciation of the Japanese currency
was that the exports of cotton manufacturers from that
country were greatly stimulated at very low prices. It
was alleged by the Indian manufacturers that the protection
contemplated by the duties of 1930 was rendered inoperasive
by the depreciation of the Japanese currency. The
Tarif Board baving enquired into the matter supported
the statement made by the Iudian manufactures and re-
commended the raising of the duty on non-British cotton
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piece goods from 81% 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 cofton and the loss of the Japanese market was
bound to affect seriously the economic position of the Indian
cultivators. Thus, to avoid this tangled situation, the two
countries entersd info an agreement known as the Indo-
Japanese Trade Agreement. The ymost important terms
of the Agreement were : (1) Japan agreed to buy 1,000,000
bales of raw cotton in refurn 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
valorem or 5% annas per pound.

‘Meantime, as a result of the visit of the British Textlle
Mission to India in the autumn of 1933, an Agreement
was concluded between the Bombay Millowners’ 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 development,
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 on
imports, the Indian side would not make fresh proposals with
regard to the duties applicable to the United Kingdom. In
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the matter of cotton yarns, the duties agreed were 5 per
cent ad valorem with a minimum specific duty of 1} annas
per pound. In regard to raw cotton, the Indian side
strongly emphasised the urgent necessity of furiher efforts
being made in the United Kingdom to popularise and
promote the use of the Indian raw. material, and this was
accepted by the British Mission, The provisions of these two
Agreements were given statutory force by the Indian Tariff
(Textile Protection) Amendment Act which became law
on the 1st May, 1934. When this Act was passed, it was
stated by the Commerce. Member that the tariff rates on
British goods would remain in force for two years in
accordance with the terms of the Agreement between the
Lancashire Delegation and the Millowners® Association,
Bombay, , -

Before the expiry of the period of two years a special
Tariff Board was. appointed to examine the level of the
duties necessary to afford adequate protection to the Indian
cotton textile industry against imports from the United
Kingdom. This Board found that in spite of the world-wide
economic depression the Indian cotton textile industry had
made substantial progress during 1931-35. The Indian
will production of cotton piece goods rose from 2,561 to
3,397 million yards during the period showing an inorease
of 33 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 1935 was 414,884,
an increase of 19,000 since 1931. The imports of cotton
piece goods from all countries during the same period rose
from 882 to 943 million yards, an increase of 7 per cent
only but Britain’s share of the import trade has been
almost stationary.

Regarding the levels of duties required to afford adequate
protection fo cotton piece goods, the Board compared the
prices of typical 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 pecessary o equalise prices should be 20 per
cent ad valorem. -

‘We have surveyed 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 eniailed a burden upon
tlbe consumers but it bas not beenm out of proportion to
the progress made. The prices of profected goods have
greatly fallen and in many cases the pre-War levels have
been attained. The growing internal competition is keeping
down prices but signs are not wanting of a tendency towards
price agreements to exploit the home market. Therefore,
it will be necessary to keep a close eye upon the course
of prices, so that the interests of the consumers may nol;
bé sacnﬁced for the benefit of the producers.



CHAPTER XII
THE STATE AND INDUBTRY

The réle of the State in relation to industrial development
bas assumed an importance in the current century, that was
unknown in the greater part of the nineteenth century.
Wheno the East India Company was a pure trading cor-
poration, it was interested in those products of Indian indus-
tries that held out prospects of a profitable sale in European
markets. But with the acquisition of political power by
the Company, its economic policy was profoundly influenced
by the policy of Great Britain. The economic policy of
Great Britain during the eighteenth century, towards its
colonies, was that they were to be the sources of supply of
raw materials for British industries and markets for British
manufactures. Under this policy, the trade of the East
India Company, which mainly exported manufactured goods
from India in the eighteenth century, was viewed with
jealousy by the vested interests at home. Thus, in their
letter to Bengal, dated 17th March, 1769, the Court of
Directors desired that the *‘ production of raw silk should be
encoaraged in Bengal and that of manufactured silk fabrics
should be discouraged.”’ *

Though this was the policy with regard to manufactured
goods competing with British products, the Company was

T * This lattar containe a perfect plan of policy both of compaision and enceursge-
menl which must in a coneideruble dagres opersie destruckively o the masn s tares
of Beagal. Its offects musk be (oo far os it conld opernie without being eclnded) te
shange the whole phaes of the industrial counizy, in erder to render i o Suld far the
produce of cvede materisle subsarvient to the mansfectares of Graadk Britain.” Ninth
Ragort of the Belecs Committen of the H. €., 1T83,
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instructed to encourage the production of those goods for
which Great Britain was dependent upon foreign countries.
We have seen in previous chapters that the Company in-
terested itself in the production of indigo and raw cotton
towards the close of the eighteenth century, with 2 view to
making 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
- Company to keep itself aloof from manu-
Influence of the . . .
dovising  of Inisees facturing industries, The progress of
L British industries after the Industrial Re-
volution was accompanied by the acceptance of the policy of
laissez faire under which it wast hounght that any interference
by the State with the economic affairs of a people was in-
jurious in its effects. The British administrators in India
were 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, be justified by the
laissez faire doctrine as advocated at that time. As Pundit
Malaviya 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.””’ The eco-
nomic condition of India under this policy became a source
of alarm to thoughtful Indians. During the second half of
the nineteenth century there were no less than 24 famines
in India and the severity of the distress was attributed to
the progressive ruralisation of the country.

i Minute of Disesnt to the Report of the Indisn Industrial Commission, 1916-18,
p. 868, . ' ; ' :
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The Famine Commission of 1880, which was appointed

~ after the disastrous famine of 1877-78,

nionF.:;imlsgg ™nd  observed : ‘A main cause of the disastrous
their  recommends- . sequences of Indian famines, and one
of the greatest difficulties in the way of

providing relief in an effectual sbape, is to be found in the
fact that the great mass of the people directly depend. on
agriculture, and that there is no other indusiry from which
any considerable part of the population derivesits 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 the 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 in-
troduction of a diversity of occupations throngh which the
surplug population may be drawn. from agricultural pursuits
and led to find the means of subsistence in manufactures
or some such employment.”” The Commission advocated a
radical change in 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
growth of new industries. Government, they thought, might
pioneer new industries or introduce the scientific methods

of Europe for various manufactures and might afford valuable

and legitimate assistance to private persons desiring to em-
bark ona new local industry by obtaining needful infor-

mation from other countries or skilled workmen at public

cost. It was also emphasised by the Commission that
Government should encoursge local industries by the pur-

chase of their products in preference to imported articles and

by the institution of an elaborate system of technical, artistic

3 The Beport of the Indian Famine Commision, 1880, pp. 175-T6,
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and scientific education which would render available the
supply. of skilled labour for growing industries. Their
general conclusion was : *° To whatever extent it is possible,
however, the Government should give assistance to the deve-
Iopment 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
ereated attracts labour which would otherwise be "employed
to' comparatively little purpose on the land, and thus sets up
& pew bulwark against the total prostration of the labour
market, which in the present condition of the population .
follows on every severe drought.”’

As a consequence of these recommendations, the first
x step taken by the Government was an
m&:‘i’g indnstrisl  attempt to collect and disseminate commer-

cial and industrial information. The
Calcutta Exhibition of 1884-85 was an expression of this
policy. An attempt was also made to examine the .indus-
trial resources of India by the Reporter on Economic
Products. The position of various existing indigenous in-
dustries ‘was examined by officials and their reports were
embodied in a series of monographs. The Geoclogical Survey
of India began to explore the possibilities of exploitation of
the mineral resources of the country.

The second form of State activities in relation to indus-
fries was the provision of an imperfect system of technical
education. The demand for technical education found its
manifestation in the foilowing resolution passed by the Indian
National Congress in 1887 : ‘‘ That having regard to the
poverty of the people, it is desirable that the (Governmen
be moved to elaborate a system of technical education,. suit
able to the condition of the country, to encourage indigenous
manufactures by a more strict observance of the orders, already
existing, in regard to utilising such manufactures for state
purposes, and to employ more extensively, than af present,
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the skill and talents of the people.of the country.”” This
request was reiterated in successive sittings of the Indian
National Congress but it failed to produce much impression
upon the Government. About the position of technical
education in India, Sir John Hewett remarked in 1907 ;
““The question of technical and industrial education has
been before the Government and the public for over
twenty years. There is probably no subject on which
more has been written and said, while less has. been
accomplished.”” * .

The two provinces in India that fook the initiative in
adopting a forward policy for the development of industries are
Madras and the United Provinces. In 1898 Mr. (now Sir)
Alfred Chatterton, who interested himself in the industrial
problems of the Presidency of Madras, obtained a small
grant from Government for experiments in the manufacture
of aluminium vessels in the School of Arts. These experi-
ments were 8o successful and in the course of a year so much
progress was made that the Madras Government proposed
that Mr. Chatterton should devote himself to the restoration,
orgnisation and development of those technical trades and
industries, especially metal work and connected arts, which
appeared most likely to prove successful and that he should
pay special attention to the following matters :—

(1) The development of the aluminium industry. B

(2) The inspection and reorganisation of existing indus-
trial schools and the establishment of new ones.

(8) The development of indigenous industries; and .~

(4) The establishment of a manual training class in the
College of Engineering Workshops or elsewhere.”

' Maau:mn.-.u.tmum.mmmamxm' -

¥ Memorandum of the Daparicuent of Indusiries, Madras Presidenay, App-‘hl,
Repurt of the Indian Industrial Commirsion, 1916-18.
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- These proposals were sanctioned by the Secretary of State,
with the observation that ‘‘ the aluminium industry would
be left to private enterprise as soom as success of. the industry
was assured and .the trade would benefit by the methods
adopted under Government supervision.”” In the course of
the next four or five years experiments with bandloom weav-
ing, with pump irrigation and with chrome tanning were
undertaken by Mr. Chatterton. The introduction of chrome
tanning was so successful that it Jed to the establishment of
a vxgorous industry.

In 1905, the Madras Government submltted a scheme to
the Government of India for the further advancement of the
industrial development of the Presidency. It was. proposed
to create a pew department tfo initiate experiments which
might assist private enterprise to take up fresh industrial
undertakings, to make a survey of existing industries and
to .investigate the possibility . of creating new.ones. Lord
Morley, then Secrefary of -State for India, though sceptical
about the direction of State effort towards the creation of
pew industries, sanctioned the creation of the new depart-
'ip‘egt, by way of experiment, under a Director of Industrial
and Technical Enquiries.. Thus, the first Provincial Depart- |
ment of Industries came into existence in 1906. The Govern-
ment of India also having recognised the need for a general
industrial policy created a separate Imperial Department of
Commerce and Industry in 1905.

- In 1907, an Indystrial Conference was convened by Sir

» ~ John Hewett, Lieutenant-Governor of the
c:ﬂ Todustss!  United Provinces, to formulate proposals for

: the creation of 3 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
the proposal for the estabhahment of a8 technological
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institute for research work with a view to bringing scientific

‘knowledge to bear on 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; loans or grants
were given to several concerns, especially to sugar factories.
The Indian Industrial Commission found that this financial
assistance, in the absence of a properly considered and ac-
cepted policy or of a systematised organisation to give 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
cnos st ooal Ounfer  hest 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 approved of three functions
that could be discharged by the Department of Industries :
(1) the supply of advice in regard 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 industries. 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
demonstrating that such industries will be commercially
successful subject to the qualification that Government
should withdraw from any such undertaking as soon
8s the advantage of the improved methods was sufficiently
demonstrated. This resolution was, however, adopted under a
protest from some European members who beld that Govern-

64 _
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ment should confine assistance to commerce to matters of
research, fechnical 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.
It bas been pointed oui that Lord Morley in 1906
Despaich of Lora  ©Xpressed doubts as fo the value of the
Morley. efforts made to create industries in Madras,
and he now differed fundamentally from the views expressed
by the Ootacamund Conference and approved by the Madras
Government regarding the functions of a Department of
Industries. In his 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, but I think that it is more likely
to be retarded than promoted by the diversion, fo State
managed commercial enterprises, of funds which are urgently
required for the extension of industrial and tecbnical instruc-
tion. The policy which I am prepared to sanction is that
State funds may be expended upon familiarising the people
with such improvements in the methods of production as
modern science and the practice of European countries can
suggest ; further than this, the State should not go and it
must be left to private enterprise to demonstrate that these
improvemenis can be adopted with commercial advantage.
My objections do not extend to the establishment of a bureaun
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 the State activities in
industries. ~
It is to be observed, however, that this decision of Lord
Morley was influenced 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 conditions 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 and the
Madras Legislative Council in a resolution pressed for a re-
consideration of this decision.

Lord Crew, successor of Lord Morley, in his reply fo a
representation from the Government of
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 modern science and the practice of European
countries could suggest. This need not be interpreted as
confining instruction solely to industrial schools. I am pre-
pared to recognise that in certain cases instruction in indus-
trial schools may be insufficient and may require fo 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 advantages
of improved machinery or new processes or for ascertaining
the data of production.”?

It is to be greatly deplored, however, that no action
bad been taken, even within the limited sphere of
activity which Lord Morley had sanctioned and Lord Crew

Lord Crewe's views.

! Despatch No. 94, Revenss, datad Marchk 19, 1912
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endorsed. The Industrial Commission pointed out that
difficulties in the way of giving effect to the policy 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 -
the sppointment of  o5ndition of India. The industrial defici-
wission. 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 sound 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 before the War,
Indian public opinior was insistent on a policy of rapid indus-
trialisation. This demand emanated from the educated classes
who found increasing competition in the learned professions
apd 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 definite
industrial policy for India as a whole. Sir William Clark,
then Member for Commerce and Indusiry, in reply to Sir
Ibrahim Rahimtoola’s resolution for the appointment of an
Industrial Commission, observed that ‘‘ Government of India
have decided that the time bas come when the question of
the expansion and development of Indian manufactures and
industries should be faken up in a “more comprehensive
manner than has hitherto been attempted. They have
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~ strong bopes, 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 no
means should be left untried which holds out a reasonable
hope of effecting this end.’”” The debates in the Asserb-
ly culminated in the appointment of the Indian Indus-
trial Commission in 1916, to whom the following questions
were referred :—

(a) Whether new vpenings for the profitable employ-
ment of Indian capital in commerce and industry can be
indicated.

(b) Whether and, if so, in what manner, Government
can usefully give direct encouragement to industrial develop-
ment—

(i) by rendering technical advice more freely available ;

(it) by demonstration of the practical possibility on the
commercial scale of particular industries;

(i4i) by affording directly 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 may be summarised as 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 as to render ber liable to foreign
penetration in time of peace and to serious dangers in time
of war. Her labour is inefficient, but for this reason capa-
ble of vast improvement. She relies almost entirely on
foreign sources for foremen and supervisors ; and her intelli-
gentsia bave yet to develop a right tradition of industrialism,



430 EVOLUTION OF INDIAN INDUSTRIES

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
suifable 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) reséarch, (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 proposed by the
Commission to carry on these functions involved the creation
of Central and Provincial departments of industries ‘ manned
largely by all-India Scientific and Technical services."’

The Provincial Department of Industries should under-
take the following functions :—

(#) The direct 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 Government
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 bholding of industrial exhibiticns and the
management of commercial and industrial museums.

(c) The control of technical and industrial education,
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() The control of the staff employed for the local ad-
ministration of Electricity, Factories and Boiler Aects ;
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. ‘It is thus,”” says the
Commission, ** a most important duty of the Government of
India to provide the machinery required to ensure the uni-
form development that alone will make the country self-con-
tained, both economically and for 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 fall into three
groups :—

(1) Geology and Minerals, Salt, Explosives and Petro-
leum. The chemical service and chemical research, Govern-
ment factories for research and demonstiration.

(2) Stationery and Printing, Commercial and Industrial
Intelligence, Stores, Factories Act. The General encourage-
ment of industries, Technical, and Industirial education.

(3) Inventions and Designs, Steam Boiler Acts, Electri-

city, Ordoance Factories, Inspection of Ordnance manufac-
tures,
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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, with special reference to the needs
created by the war’’ into the Central Department of Indus-
tries. The confrol 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 indigenons industries.
As a matter of fact the work of this Board was a ‘‘ practical
anticipation of many of the conclusions ** forced upon the

Commission. _
The Provincial Governments also appointed Directors of

Industries and tbus a nuclens 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. Government
following this recommendation appointed a Committee to
consider whether an all-India Chemical Service was the best
method of aftaining the ends which the Industrial Commis-
sion had in view. The majority of the Comumittee agreed
that a Chemical Service should be established having as its
primary object ‘‘ the encouragement of industrial research
and development.” Sir 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 dealing with the problem.”’ !

} The Clow—8tate and Industry,, p. 15,
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Professor Ray, however, was probably-under an apprehension
that as, this Service would mainly be manned by {foreign
chemists, the best interests of the country would nof be
served. '
‘The_introduction 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 &
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 note that the
Commission could pot anticipate the difficulties that would
arise from the acceptance of the new Constitution in regard
to the execution of the new policy. As Sir Charles 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 set
purpose is prepared to sacrifice efficiency to other and widep
considerations.” o
Under the reformed Constitution the ‘¢ development of
arts and orafts and local industries * 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 was to be made,
ministers depending on the support of the Legislatures were
likely to show more enthusiasm and secure more support
than the Government of India or the reserved side of Local
Governments.
The Functions Committee in their report on the allocation
of subjects between Central and Provincial Gevernments

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 * Cenfral institutions of
scientific and industrial research and the control of mineral
development *’. were to be all-India subjects.

The Governient 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 industrial progress of the country which
was necessary to secure its military safety and its social and
political stability. The Government of India are in control
of “sich subjects as tariffs, railways and foreign frade rela-
tions, the influence of which on indusirial development is
profound. "Secondly, the Provincial Governments on account
of their slender resources, will not be able to undertake costly
.'_e"xperiments or financé enterprises by loans, guarantees or
undertakings to purchase products. Thirdly, experiments on
a commercial scale will have to be made ** if dangerous gaps
in our economic armour are to be closed, and fessential links
iti the industrial chain are to be forged '’ and this can be
done by the Central authority only.

But the respective spheres of influence of Central and
Provmcml Governments were stated by the Functions Com-
mittee as follows : *‘ The intention of the Committee was to
entrust the Provinces with sufficient power to secure develop-
ment of their own industries, while giving the Government
of India full scope in matters which could not be dealt
with_by individual Provinces.”” Thus, though a Central
Department was created, the main responsibility for the
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developmént of industries by official agehcy passed to the
Local Governments under their ministers.
The change of industrial policy as recommeénded by the
~ Industrial Commission and accepted by the
Industrin] progress
under the Beformed  Secretary of State for India showed-con-
Constitation. siderable promise in thé beginning. The
Central Government with a view to evolving a common policy
and a uniform programme began to convene conferences of
Directors and Ministers of Industries so that the provinces
might 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 services but
this proposal was opposed by the Provincial Governments.
The idea of the Ceniral Government was that tbe Provincial
Governments would utilise the services of experts recruited
by the Central Government. The Provincial Governments
did not favour the idea of utilising the services of an agency
over which the ministers would not be able to exercise the
necessary control. The necessary agency was not accord-
ingly oreated. The functions 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 carry on their work.
But the activities of both the Central and Provincial
Governments were seriously affected by two new factors. The
world-wide depression in industries fros which India covld
not escape made the prospects of development gloomier as
every year rolled by. Further, the financial difficulties
of both the Central and Provincial Governments largely
crippled the activities which were initiated with con-
siderable enthusiasm. Buot in spite of these difficulties
some amount of solid work has been done in different
directions.
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* It is recognised that the development of industries
in a country depends to a large extent
upon the expansion of local and foreign
markets, With this end in view, the
Depattment of Commercial Intelligence was established,
but up to 1921 its activities were confined mainly to
overseas 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.

Commercisl and
Indns&rial intelligence.

Thé Central Government began to issue bulletins on
industrial matters and publish a Journal of Indian Industries
and 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 attention to commercial
matters.

The Provincial Governments bave carried on systematic
surveying of arts, crafts and cottage indusiries with a viewto
gathering preliminary information regarding their organisa-
tion and scope for development.' The industry that bas most
attracted the attention of the Provincial Governments is the
handloom industry for this industry, even now plays & very

1 In 1928 s survey was conducted in Bengal regarding the positicn of cottage
rdi elries ard the resnltr embodied in & Report on 1he sutvey of cotiuge industriss. The
Thnited Provinces snd Madras haw aiso conduocled similsr surveys. ;
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important part in the economic life of the country.’
The relative position of tbe bandloom industry did not
deteriorate during the first quarter of the current
eentury. On the other band, the total production by
handlooms increased from 880 million 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 cotion 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 handloom industry
can still hold its position against mills. The success of
this indusiry depends more on commercial factors than
on dexterity. The use of best appliances, attention to
suitable . designs and facilities for marketing can still main-
tain the vitality of the industry.

The chief problem which the Department of Industries
had to tackle was how to train the handloom weavers. This
training is being imparted not simply by means of fixed
weaving schools but alro by peripatetic schools and demon-
tration parties. Desides schools, - extensive use has been
made of exhibitions to demonstrate the advantages of
improved methods. One of the results of the activities of
the Department of Industries has been the general adoption
of fly-shuttle in place of the hand-thrown shuitle, which
increased production by 40 to 100 per cent. Fforts
are being made in various provinces to introduce dobbies
for the production of cloth with pattern borders. Thus, in

! Aocording to tha Census Report of 19021 there are 19,358,078 headiooms in India.
Thess are distribuied s follows >—

Assam w  §31.967 Madras - 149408
Bangal w 2,19.598 Burma w 410557
Bibar & Ovises ... 1.64,508 Punjab - L7057

T Bapest of the Turif Board on Cotton Indwetzy, p. 939,
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the Central Provinces, between 1920 and 1926, 10,000
dobbies had been supplied to weavers.

The industries connected with the handloom industry,
a8 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. TIn Bengal a silk institute has been established
-at Berbampore .with tbe same object. The problem of
-marketing the products of cottage.industries is also receiving
the attention of the Government. In fhe majority of pro-
‘vinces - depots have ‘been opened for the sale of goods made
by cottege workers. The United Provinces have appointed
agents in London for the sale of goods of this kind.

"' The question of granfing adequate financial assistance
- -to middle class industrialists received care-
-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 scheme
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-
lative provision ,for the grant of financial assistance to
industries, The province of Madras took the ipitiative in
passing an Act known as the State -Aid to Industries Act of
1923. Financial assistance under the Act may include

‘F.ina.m:inl - asgistance.
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“Joans, guarantees of credit, subsidies, subscriptions ‘to
shares or debentures, guarantees of dividends and grants on
favourable terms of land or materials belonging to Gevern-
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 loans of varying amounts. With
regard to the operation of this Act the Industries Department
in Madras observes that ‘* while the results cannot
be said to have fulfilled expectations, the period during
which the Act has been in force has been too short to justify
a definite expression of opinion as to whether the Act -is
likely to realise its object of accelerating the industrial
development of the Presidency.”’! In the same year the
Government of Bibar and Orissa passed an- Act closely
following the Madras Act, and the Punjab Government
passed an Act with limited scope, known as the PunJab
Industrial Loans Act.

In Bihar and Orissa the Act of 1923 contained a number
of provisions relating to the supply of machinery on: the
bire-purchase system. Under this Act a number of loans
were made to several concerns buf the results do not appear
encouraging. In the Punjab the Act has been sparingly
used and it is only in 1926-27 that six applicants reeexved
loans of Ra. 5,000 each.

In the United Provinces, even before the mtroductmn
of the Reforms, finanoial assistance was given to a number
of concerns but the prospects there did not appear to be
hopeful. [n 1921-23 the question of establishing’ an
industrial bank was examined by a Committee who decided

1 Clow—Tha Bals and Indastry, p, 104,
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against the establishment of such a bank but recommended
the appointment of & 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 give loans byt distribute money
in the form of grants. Between 1921-27 a sum of
Rs. 1,29,000 was distributed in the form of grants to en-
courage 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-
- ence of the past few years the future of this policy does not
appear to be hopeful. There is, however, one extenuating
circumstance, viz., the policy of industrial development by
the State commenced at a period which synchronised with
a general depression of industries, and when this factor is
removed the new policy may have more reliable data fo
‘work on.

The question of the provision of technical ‘and
industrial education was discussed by the
Industrial Commission in all its bearings.
There is no doubt that technical education has played an
imporiant part in Weatern Countries .in the provision of
trained men for the varied needs of industries. But, it must
be recognised that technical education alone capnot create
new industries, The success of technical education in any
country must depend on a close co-operation between the
existing industrialists and the educational institutions. In
India one great obstacle to the growth of technical education
has been the lack of co-operation between the employers of
labour and educational institutions supplying- techaically
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 experienca were not easy for Indians to

Techpical sducation.
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‘come by.”’* 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 case of the Victoria Jubilee Technical
Institute in Bombay.

The 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 technical 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 chemists. They also foreshadowed the need for two
colleges of the highest 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-
{opment. 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 Patna. The former has been established to
provide training in Mechanical and Electrical Engineering in
conjunction with practical training in the workshops of the
North-Western Railway, and the latter trains mainly Civil
Engineers, '

A Technological Institute was established at Cawnpore in

1920. The original intention was that the
oo pecialimed Tnwtite- 71 oiitute should be an institute of research
in chemical industries. But in 1921, on
the advice of an expert Committee, courses were opened in
general chemical research in vegetable oils and leather. The

1 Report of the Indian Industrial Commission, p. 101,
66 .
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pupils trained by this Institute have been mostly absorbed
by European firms, and the students have in some cases
been given posts formerly held by trained Europeans. The
Indian School of Mines at Dhanbad was opened 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 leather manufacture and
analytical chemistry as applied to the manufacture of leather.

The growth of iron and steel industry bas been followed
by the establishment of a Technical Institute at Jamshedpur
by the Tata Iron and Steel Company in co-operation with the
Government of Bibar and Orissa. The institution provides
a sound theoretical training in metallurgy combined with a
thorough practical training in theiron and steel works of
the Company.

The Indian Industrial Commission laid considerable
stress upon scientific research for the ex-
ploitation of the natural resources of the
country and for solving the chemical and industrial problems
arising out of the processes of manufacture. As a matter of
fact, no State activity in the direction of development of in-
dustries commends to the public so much 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 aitention of the
Government was atiracted to the possibility of exploitation
of forest products. A Research Institute was established at
Debra Dun in 1906, by tbe Government of India. With
regard to the activities of the Institute, the Government of
India observed : ‘* Results of practical value are, of necessity,
slow of attainment in dealing with forest crops; nevertheless,
a substantial foundation bas been laid and creditable results
bave been obtained both in the scientific and applied

Research.
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branches.”’! In addition to braoches dealing with sylvi-
culture, chemistry, botany and entomology, it contains an
economic branch specially devoted to research in industries
dependent on forest produce. The work on timber testing,
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 bave also been carried out in the examination
of the utility of numerous woods for various manufactured
articles, with the result that many Indian woods bave now
been given enhanced industrial vaiue.

Among the provincial institutes of research reference has
already been made to the Cawnpore Technological Institute
and the Benga! Tanning Institute. In the former, as 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 utilisation of local essential
oils and the manufacture of portland cement.'” 1In the
latter Institute a large number of practical tanning experi-
ments have resulted in the improvement of existing pro-
cesses and the introduction of new methods. In Bengal a
pumber of investigations have been made in connection
with the match industry, glue, sugsr, lac and glass. Al
provinces did not _display the same zeal for research as in
the case of the United Provinces and Bengal. But research
work is & beginning and much' still remains to be done
before the industrialists can be benefited by its results.

In connection with some industries special legislation
had to be passed with a view to securing funds for research.
The Indigo Cess Act, 1918, provided a sum of Rs. 40,000
annually which was made available for technical research.

' Duspatoh of the Gevernment of Todis, dsted the 1%h Decomber, 3019,
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‘Though valuable results were secured, the fall in 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 Cess 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 promotfing 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 accurate spinning tests are carried on with different
varieties of Indian cotton.

A similar Act was passed in the case of Indian 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 bandicapped by upscientific methods.!
As the industry was exposed to the danger of a synthetic
substitute, Government recogpised that researches should
be carried on for improved methods of manufacture. In
accordance with this policy the proceeds of an export duty
on lac are placed at the disposal of the Indian Lac Associa-
tion which has set up an experimental plantation at Ranchi
and erected a Lac Research Institute there.

- The patronage by the State of the manufactures of a
country is one of the recognised methods
for encouraging industries. In India the
arts, crafts and cottage industries owed their vitality in po

Purchase of Btorea.

1 Iptroduction to the Report on Lac and Bhellse by Messrs. Lindsay and
Harlow, 1921, R
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small measure to the patronage of the Court. We can jn-
stance the cases of the Muslin and the Carpet industry which
Bourished largely due to the encouragement of the Court.
But, with the advent of the British rule, there 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
under review now and then, Thus, during the Sepoy
Mutiny, great difficulties were experienced in procuring.
military supplies on account of irregular freights and
attempts were made 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 supplies locally, were given up.

In the meantime, the expansion 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 mapufacturers of the latter country found the
Government of India an important and valuable customer.

The Famine Commission of 1880, as we have noticed
before, suggested the purchase of Indian manufactures in
preference to imported articles, with a view to giving en-
couragement to local industries. But this policy the
Government of India were not able to put into effect. The
Stores Purchase Committee, having surveyed the stores pur-

~ chase policy of the Governmen€ of India from the year 1862
onwards, drew two prominent conclusions :—

(1) That the Government of India have not been
geuerally suocessful in the efforts made by them, from time
to time, to procure relaxations of the Stores Rules, in re-

speot of the encouragement of the local indusiries and of the
local purchase of imported stores.

(2) That the failure has been contributed to largely 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 : *‘ Itis 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 have been administered.”” ' 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 fo the organisation to be set up for the pur-
chase of sfores, the recommendation -of the Industrial
Commission was that a Stores Purchase Committee should
be appointed to enguire 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 reasonable price, preference being given fo.

* 1 Report of the Indisn Industrial Commission, p. 148.
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articles of Indian origin. For this end they recommended
the creation of an Indian Stores Department for the purchase
and inspection of stores in India. The absence of a central
organisation in India possessed of a comprehensive know-
ledge of the existing resources 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 tfo 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 convenience of the public service.

In the preamble to the rules drafied by the Committee
to regulate the purchase of stores, is laid down 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
country, so far as is consistent with economy and efficiency.
While emphasising this general policy, the Committee
advocated that Government should give Iudian industries
practical encouragement by the adoption of the following
measures :—

(s) guarantee of orders for a limited period,

(i) placing of orders at favourable rates for a limited
period,

(iii) favourable railway rates,

(iv) revision of the fiscal policy of Government with a
view to the protection of local industries,

(v) adoption of a conventionsl rate of exchange in effect-
ing comparison between prices quoted for indigenous and
imported goods of the same class.

The Committes further pointed .out that Local Govern-
wents should, in future, be free io deal with purchases of
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stares of indigenous origin or local wanufactare for their
owa requirements and they should not be bound to utilise
the agency of the Central Government.

Among the numerous rules drafted by the Commitiee

Rules for the pur-  the first two deserve our attention :
ohase of Stores * .

Rule 1. All articies 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 whoily 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 mapufactured 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 of
similar quality can be obta.lned through the Stores Depart-
ment, London. :

(¢) 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 railway rates. With regard io 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, but
there were obvious dangers attending the use of this power.
*“The working of the Stores Department, whether Imperial
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or Provincial,”' they observed, ‘ 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 manufacture to the detriment of a
gsimilar industry in an adjoining province.”’ ' They further
pointed out that, in their view, ‘“if it is desired to encourage
an indigenous industry by any form of purchase on favourable
terms, 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 tbe 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 respect
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 prelerence of British goods, made
the fullowing statement :

*“ You have got the Indian opinion demanding, from
their point of view quite reasonable, that you should purchase
absolutely in the cheapest market. Ibave 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 uvs. The
general principle I have laid down is that if the lowest
British tender is within 10 per cent., say, of the German or
Belgian tender, I would accept the British tender. I also
adopt the principle on occasion that if the lowest German
tender, say, is cousiderably lower than the lowest British
tender, I communicate confidentially the terms of the

! Deapatch, dated the $9th March, 1971,
57 R
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German tender to the Britisher, and ask him if he will come
down,”

This preference for British goods at the expense of the
Jndian 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.’’*
The Government accepted this resolution and communicated
to the High Commissioner that they had arrived at the con-
clusion that ¢‘ all temporary expedients designed to mect an
abnormal and transitory state of affairs should now be
abandoned, and that the Stores Department in placing cone
tracts for stores and materials required for Government Depart-
ments in India should revert to the ordinary busioess 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 expenditure for the rehabilitation
of railways. This decision brought 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-
lation for the appointment of 8 Commitiee 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 possible of Rs. 150 crores to be set aside for
railways be spent in India.”” But owing to a very serious

1 This resolation was moved by Sir Vithaides Thackersay in 1981.
% Despateb to the High Commissioner, dated the 25th Janoary, 1923,
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depression in the iron and steel industry throughout the
world it was difficult for the Government to give substantial
effect to this resolution. But, nevertheless, there manifested
& desire on the part of ths Government to purchase some of
the railway materizls such as rails, fish plates and wagons
from Indian manufacturers provided they were offered aé
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 ;

Purchases
Year. (Lakhs of Rupees.)
1922-23 165
1028-24 167
1924.25 259
1025.26 267
102827 Bo9
1927.28 873

But the purchase of indigenous products on Government
acoount is yet insigniticant and Indian industrialists insist
on & greater use of Indian products for State requirements, if
[ndian industries are to be encouraged. It is to be observed
that those in charge of administration are yet to be convinced
of the benefit they can coufer upon Indian industries by this
method.

‘We have surveyed 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 bas 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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