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P R E l A C E. 

Protection, the rage of the Modern World:- It ia tnoon

ceivable that economists and politicians will ever asree reg rd

ing the comparative merits of Protection and Free !rade. !ak1na 

facta aa they are, the World ar of 1914-18 and ita atter.ath 

cut short the life of economic liberaliaa and sowed the aeeda 

of economic nationalism. The moat effectiYe instrument for the 

attainment of this new goal has been the old polic:r of Protec

tion revi ve4 w1 th numerous new and 1qenioua ramifications. A 

vigorous pol!.c:r of protecting home industries aaa:r thus be aa14 

to. be the rage of the modern world, and the prospect• of freer 

international trade appear at the present moment to be none too 

bright. The subject of fiscal policy aa based on protection 

has naturally . received a great deal of attention from economists 

and statesmen in the post-war period, and the literature on the 

subject has been continuously growing. 

Strong protectionist sentiment in India:- The trend 

of world opinion has had ita inevitable reactionson eoono.tc 

thought and polic:r in India. !he controYera7 regarding the moat 

suitable fiscal policy for India is a long standing one. It ma:r 

be said, however; that Indian Economists of all ahadea have 

generally speaking been strong protectionists aver since the 

da:rs of the late Dadabhai Bowroji and Justice M.G.Ranade. Aa 

the distinguished authors of the Montagne-chelmsford Report 

observe, "the theoretical free trader hardly exists in India". 

The fiscal policy of the Government of India was, however, for 
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a long time out of tune with the trend of publio and oommeroial 

opinion in the country. Broadly apeakins it may be aaid that 

before the War the Government of India were wedded to the polio7 

of Laissez-Faire. In fact, they had no freedom of ot1on in 

fiscal matters and had to carry out the policy a dictated by 

the Secretary of State for India, i.e., really b7 the British 

Government who were then firm believers in the lee inga of 

Free Trade. The War imparted a new ursency to the problem of 

industrial development of India and the Constitutional Reforma 

of 1919 made the recognition of fiscal autono~ for Ind~a 

necessary. Then followed the Fiaoal Commission and their reco

mmendation for Discriminate Protection. The new policy was 

implemented in 1923 and since then haa been carried out throuch 

the agency of the Tariff Board whose numerous Reports are a 

veritable mine of information for the reaearoh student. The 

subject of Industrial Protection ia thus a very important one 

in India today and has a peculiar fascination for the student 

of economics and commerce. 

Outline of the Theaia:- This theaia on Industrial 

Protection in India, for the sake of convenient analytical and 

critical treatment,ia divided into four parte. Part I deale 

with the general problema 1n connection with protection, and 

~ forma the background for Part II. Part II ia devoted to 

the study of the past and present Fiscal Policy of India. The 

working of the new policy is reviewed in Part III. Part IV ia 

devoted to a critical examination of the present policy of 

protection in India. 
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e may now briefly indio te the gener 1 nt of 

the varioua chapters of the thesis. P rt I oompriaea ot three 

chapters. Chapter I, "Fortunes ot Protection• gives a bri t 

review ot the different phases tbroU&h which Protection baa 

-- passed from Kercantiliaa which waa the first aoientitic syst .. 

adopted to foster national induatry,down to the post-war econollic 

nationalism. In chapter II, "Theoretical Backaround ot Protec

tion•, it ia proposed to examine the theoretical basia of 

Protection and to attempt a critical aurvey of the various ar,u

menta advanced in favour of protection and ita limitations. In 

chapter III, "Methods of Protection•, we deal with the v rioua 

methods of extending protection to ho .. industrJ. Although 

tariffs fora the chief weapon in the protectionist rmoury there 

are other missiles too tor protectina national industries. 

Part II compriaea of chapters IV and v. Aa a necesaarJ 

preliminary to the study of the preaent fiscal policy of India, 

we deal with the paat industrial and tariff policy of the Govern

ment of India in chapter IV "The Protectionist Movement in India". 
9--t-

C~apter IV elucidates the controversial points connected with the 

early history ot India's tariff policy, and indicates the subse

quent changes in that policy especially during and since the 

War. It ia concluded with the appointment of the Fiscal Commi

ssion 1a 1921. Chapter V; "Policy of Disor~nate Protection• 

ia devoted to the study of the recommendations ot the Fiscal 

Commission which commended the adoption of the policy of Discri

minate Protection, The action taken by the Government of India 

and the Legislative Assembly on the Report ia also indicated. 
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Part III consiats of chapters VI to IX. In th ae 

chapter• ... paas under review the working of the policy of 

protection 1n respect of the sever 1 1nduatr1ea examined b;r 

the Tariff Board. ln making the survey of the varioua indus

tries a historical treatment of the developJUnt of e ch 1n4uatr;r 

ia given 1n order to bring out ita position at the time of the 

reference ot ita claim for protection to the ! rift Bo rd. fhe 

findings of the Board 1n each case are considered, and the 

growth of the induat%'7 after the grant of protection to it and 

ita preaent poaitiOD are alao examined. 

Chapter VI, •Iron and Steel Induat%'7• ia devoted to 

the question of the grant ot protection to the Iron and Steel 

Industr;r and the numeroua enquiriea aade by the Tariff Board 

from tt.e to time. In chapter VII •cotton and other !extilea 

Induatriea• the questions ariainc from protection to the 

Textile intuatries are dealt with. Chapter VIII •(1) Paper 

(2) Cement (3) S~ar (4) Salt-Induatriea• reviewa the question 

of protection to these industries. In the laat chapter ot thia 

part - Chapter IX" A. Other Induatriea, B. Removal of ! rift 

Anomalies• the remaining induatriea which were examined by the 

Tariff Board are dealt with. In the concluding portion ot thia 

chapter the question of Tariff Ano~liea is considered. 

In part IV a critical examination of the present polio7 

of Discr~ate Protection 1a undertaken and suggestions for 

improvement offered. The question of the future riacal Polic7 

of India is also dealt with. In chapter X ~Protection and 

laperial Preference" which forma the firat chapter of part IV, 
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the bearins• of laperial Prefer ence on the polic7 of Di orimin te 

Protection 1D India are critioall7 examined. Thia ia follo 4 

by chapter XI •conditions, Mechaniaa and Proce4az of Protection 

in India• which attempta a acrutiny of the conditions, m ohania 

and procedure of Discriminate Protec,ion and aakea •uaBeationa. 

In chapter XII •other Mea•urea of Protection• the other ethodaOf 

extending protection to home iDdustriea 1n India~e considered 

and suggestions aade wherever necesaa~. fhia chapter •other 

Measures of Protection• ends with the seneral conclusion re1 rd

ing the right future Fiacal Policy for India. 

The aix Appendicea at the end of the thesis are illus

trative of some of the iaportant problema connected with the 

thesis. Appendix I showa with the help of charta, the prosreaa 

made by the main industries after the grant of protection to 

them. Appendix II pves a Tabular Statement of the several 

enquiries carried out by the Tariff Board from tiae to time. 

Appendix III givea particular• r•Barding the Indian Cuatoma 

(Protective) Tariff aa in operation on lat Januar,J 1937. The 

rates of dutiea after the p-ant of protection to the Iron ud 

Steel, Cotton Yarn and Piecesoods and Sugar Industries, in force 

during different periods, are given in Append~oes IV, V and VI 

respect1Yel7• 

llaterials and sources consulted:- The treatment of 

part I is mainly baaed on foreign books. lor the stud7 of 

recent tendencies in the industrial policy of the world, besides 
au. 

the foreisn books mentioned in Bibliocraphy, the ADnual Volumea 
/\ 

ot World Economic Survey published b7 League of Nations have 
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been depended upon. For, chapter IV, Part II •riao l Polio7 of 

India - P s t and Present•, stand rd works b7 Indian ooao81sts 

have been consulted. Chapter V •Polic7 of Diaoriain te Prot o

tion• ia .atnly baaed on the Report of the Fiaoal Co-.ia ion 

- (1921-22). Part III, which studies Protection under O~er tion, 

ia chiefly baaed on the .ateriale collected troa the Be orts of 

the tariff Board ad the Minutes of :&:vidence tendered bef ore 

the Board. I' or the purpose of reviewinc the growth of 1Dduetr1 a 

after the grant of protection and the present poaition ot the 

various industries statistics have been taken from the Annual 

Review of the Trade of India, Monthl7 Sarve7 of Bus1Deaa Condi

tions 1n India and the various Year Boob. Considerable d1~ti

oult7 haa bed experienced in oolleotiq fiprea up to date, ae 

the statistical and other Gover.a.ental publications are av il ble 

after such lo~ intervale that the moat recent facta cannot 

easil7 be ineorporated. 

I have freel7 drawn upon the Bo•bay Secretariat Libr rJ', 

the Bombay Un~vera1ty School o~ Eeonoaioa aad Sooiolo£7 Librar,r 

and the Library of the Sydenhaa Colleae of Co1111eroe and Economics, 

Bombay. I take this opportunit7 of expreastns ~ ,ratitude to 

the authorities of these Libraries for extendin• to •e aeneroua 

facilitiea. A detailed Bibliop-aph7 of the various aouroea laid 

under o tribution 1a given at the end of the thesis and exact 

pa«e and paragraph referemoea are aentioned in the foot notea 

to the several chapters. 
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