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Focussing State Aid to Industry: Madras 1921-1937

The State Aid to Industries aAct was passed by the Madras
Legislative Council in 1923. The Act governed all forms of
aid to private enterpr ise. At the time of its passage, it
seemed to epitomise the spirit of the Ilndian Industrial
Commission, that active promotion of industry was a
legitimate function of the Government. However, in a
review of the Act 12 vears later, the rPuplic Accounts
Committee oif the Legislature stated that the Act had not
served its purpose, and actually suggested that it should
be mocified, or the rules changed, so that the wovernment's

policy coula be maade eiiectiveol

Certainly the results, even in numerical and financial
terms were unimpressive. Upto the end of 1335, of the 80
applications, oniy 13 had peen accepted. Of these, 16
applications were for loans and here a sing le and costly
tailure accounted 1or almost 90 per cent of the khs.8.3 lakhs
that had oeen advanced in total. ®Most of the applications
had been rejected either because the enterprises were not
eligiocle or the application did not meet the rules laid

) 2
down ior some other reason.

With such a high rate of rejection, the question must be
asked as to whether the act or the rules had at all peen

iramed with a view to encouraging the granting of aid.

-y —— ——— — —— ——

A number of colleagues and friends have read an
earlier dratt of this paper. Particular mention may be
made of o.Amoirajan, C.T.Kurien, Sangata tukher jee,
Meena kadhakrishna, Sudanshu: kanade, and Padmini
cwaminathan.



The argument of this paper is that it was not intended to
be a positive 1inducement to industrialisation, »ut that
this view did not go unchallenged. ~The contest around
the nature of the rules and the definition of eligionle
enterprises was the form in which the real contest between
rising capitalist interests in India and the colonial
administration was retlected, sometimes within the

administration itselt.

This paper 1is divided into five sections. After a
br iet discussion of the context in which tne State Aid Act
was passed., the intluences of the Indian Industrial
Commission 1is noted. The third and fourth sections deal
with the attempts to modify the Act in the case of large
scale and small scale/cottage industries respectively.

The paper concludes with some ooservations on the changes
in the Act which were actually made at the end of the

per iod under consideration.

1. rolitical and economic context of policy

fhe Political system of dyarchy was in force between
1921 and 1337 as a result of the Montagu~Chelmsford reforms
of 1919, It was swerseded oy the new political structure
embodied in the 1935 Government of India Act, which came fully
into operation in april 1937. LDyarchy therefore represented
a definite stage in the political evolution of India.
On the one hand it was the result of the prevailing balance
of forces between the imperial system and the nat ionalist
torces in India in the period leading to the end of the

First wWorld War. On the other hand it provided a specific



torm ot "“political space" in which a section of Indian

opinion, which was in tavour of working in the reformed
structure, could attempt incustrial cevelopment with the
limited degrece of administrative power which lay in its

hands.

“uite apart from the limitations imposed oy the
administrative system that existed, let alocne the
problems inherent in initiating development oy administra-
tive means alone, these iforces had to operate within a
numoer of larger constraints. Politically these
included the negotiation through the oppositicn ~f the
other half of dyarchy. The officials who controlled
most of the Important departments and who recmained
responsible to the Governor of the Province and ultimately,
through the Viceroy, to the 3ritish Parliament were
oppused to any throughygyoing steps for indusicr ialisat ion.
Conversely, therc was also the need for both the groups -
indians in the ministries tormed under dyarchy and
officials - to prescrve the legitimacy oif dyarchy in
the face of the Gandnian led mainstream of the nationalist
movement which was determined to denonstrate its
unworkability,3 T'here was the limitation ot the social
character ot the minister 1al personnel themselves which
was crucial when 1t came to proolems of economic deve lopment.
I'his lay in the ifzct that they and tneir supporters
Ltetained strony links with landed prooserty of the
traditional landlord kind.? Inis link with landlordism and
the hostility it dmplicd to the development of any trends
tending to the consclidation of peasant propr ictorship
placed a major handicap in the path of the realisation
of any plans they may have had for industrial deve lopment.

For one of the major problems that industrial development



posed was tnat oi the creation of a large and growing
internal market - and this could not be created without
steps to relieve the land owner ship concentration that

prevailed and the poverty that went with it,5

e major cconoumic tactor that hindered any substantial
industrial development eitort lay 1in the very nature
ot the political system in which dyarchy operated. The
relationship of the Government of india to the Government
of the Provinces had also been detined oy the 1919 reform
proposals. Phis relationship was political, financial
and administrative in nature. wrore sgpecifically in the
context of the concerns of this paper, teriff, essential
protection tor any new Iindustrialisation attempt was
conce ived of as purely a revenue measure and 1ts contcrol
remainced with the Government of India. Formal responsipility
for industrial development, however, lay now with the

Frovincial Governments.

dagchi has shown that although there was undouoted
nostility on the part of manufacturing interests in
3ritain and their acents in India to any concerted ecifort
tor industrial development, the real handicap lay in
the system oif imperial iinances,6 I'he need ior a palance
in the financial system wnicn would permit the smooth
transter of resources irom 1naia to JSritain oy the
traditional sources of land revenue and “home charges"
played a paramount role in decision making. Bxpenditures
Of tne order necessary i1or industrial stimulation would
have seriously jeopardised the prevailing system of
valance. tunds allocated itor the encouragement of
industrial development were thereiore meagre and tightly
controlled.



The encouragement of industrial development also implicd
that resources would have to pe found traq among st the
tinances of the FPresidency. Signiticantly, following
ayarchy, a new llnance occretar iat had been estanlished
te provide uninterrupted scrutiny of expenditure proposals,
also leaving tne Chicf Secretary fr. e to attend to the
political tasks of supervising tne Public Department.

As under Lyarchy, the Seccretariat remained responsiole to
the Bovernor and ultimately, to the sSecretary of

State tor India, the financial expenditures sanct ioned
had also to ®e in line with imperial interests. Proposals
tor active Government intervention which involved major
financial commitments were likely to be oppoosed not only
by existing "commercial" interests, out also by the

State administrative agencics which tended to operate

as the more ¢encral expencnts of such interests.

Dyarchy in the dMadras Presidency was signified oy the
establishment of a new secretar iat department, Development,
which had the ficld departments of Industries, Agriculture,
Cooperation and Vetcrinary Services responsionle to it.

It is with the actirities of the Industries Decpartment,
and the evolution of the provisions of the State Aid to
Industries Act in Madras dur ing ULyarchy, that this paper

is concerned.

1I. Bffects ol Policy of the Industrial Commission's

keport

I'ne Department ot Industries, and administrative
support to industrialisation, had started in Madras in
the early part oi the century. after fairly suwostantial

L2rogress had beecn made in demonstrating the possipbility of



manufacture of a range of articles, the Department was
abruptly asked to close down its activities. nis order,
Oy the Secretary ef State tor India, followed protest oy
3r it ish manufacturing interests under the argument that
the Government was thus going veyond its natural functibns.
The radras Government was allowed to restart the
Department undcr very specific conditions in 1914, and
dur ing the First World war an cifort was made to encourage
simple industrial activities, particularly for the war
etfort.8

L]

As far as industrial development is concerned, the
formation ot the Indian lndustrial Commission (IIC) of
1916-18, and the recommendations its report advocated are
as Iimportant as the 1919 keforms. tor while the Reforms
provided the spzce or arena for development eitorts, the
recommendat ions of the Commission provided the terrain
of permissible experiments in industrial development
act ivities., This was oeczuse the keport itself represented
the prevailing consensus octween 3ritish oificialdom
and constitutionally minded Indian leaders, the iorerunncrs
ot the stream which took part in the c¢lections under
dyarchy and were represented in the Legislative Council
Or «ven became members of the Governor's Council, either

as Ministers or nominated councillor s.

Of the rccommendations of the Industrial Commission.
there were two which were to have garticular opcrational

significance ftor the policics ~sursued in the Madras

. 9
Presidency. These were the recommendations aocout the kinds

enterprise which would pbe eligible for State Aid, and
aosout industr ial finance as a Prerequisite tor rapid
industrialisat ion. Soth oi these led to initiat ives

in the direction ot sWwply ing State sponsored aid; and

of
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although the latcr development of these measurcs were
subject to vagaries of diiterent kinds, which are in fact
to be discussed in this paper, their origin in the
Industrial Commissicn's keport itsclf provides evidence
for tne importance ot the keport as a legitimated source

of ideas.

I1I. Policy as a reflcctian of contending interests:

Large scalce industrialisation

A
Ihe kepeort of the Indian Industr izl Cominission tormed
the basis ot industrial policy under the decentraliscd
sy stem oif dyarchy. I'he coordination of policy amongst the
Provinces was achiecved by Contercnces of che Directors of
Industry, moeting under the aegis ot the Central Department

of Industries.

four confercences werce held in the period 1920-22,
tollowing which no conference took place until 1933, when
the progpects of political change under the Government
of India Act 1935 made it necessary to have a new basis

-

tor coordination.1

At the mcet ing held&}n Kanpur in Novemoer 1920, the
Jquestion of industrizl panks wa s considercd.ll fnis had
Decen suggested by the +1C which had noted that the banks saould
be e=stapnlished ny Government and later‘handed over to the
private sector when their viéoillty had peen proven. In
1919, the Government of India had considered the suggestion
of appointing an cxpert cemmittce out had postponed a
decision on the groundé o1 the undet ined nacuEe of the

positions oi the Central and Provincial Governments



under the new constitution in respect otf the development of
industr ies and the extension of financial assistance. I'he
next meeting of Directors cf lncaustry was held at Simla in
Mas 1921, when the otiicilals were expected to accrmpany

the newly appointed sinisters in charye of induscries
pecause by then “the whole sudject had oeen classitied

as provincial and transieLred¥l2 It was now for
provincial Governments acting with their Ministers to
determine the course of action for establishing iacilities

for industrial panking".

Although the otiicials ot the Development Department
in Madras were sceptical aoout the teasibility of an
industr ial bank 1n the province, it scems that at this
stage an active role for the Government was envisaged.l3
Initially., in response to the Minister's suggestion
that the ayenda tor the mray 1921 conterence could include
the guestion o1 the deputation of an ofificial to study
the various possiocle forms ot State aid, the Director of
industr ies said that the previous ten years exper lence
could pe studied. Ihe Secretary of the Department disagrzed.
Pointing out that these were avnormal periods of war,
he felt that thec experiences of Japan and Germany in their
early stages of develepment would be more appropr iate.

The implication ot thnis was clearly that extensive measurcs
oi State administrative susport ifor industrialisation could,

in principle, be considered if net actually hnplemented.l4

Implementation ef incustrial policy was not, however,
merely a matter of siiting accumulated knowledge and
introducing relevent procedures. For induscrialisation
meant the ¢rowth of new capitalist interests, and though
the IIC had somewhat unctuously scated cthat "“there should

Oe no limitatien on Government aid to a new enterprise,



on the ¢round of its compcting with an established
external trade", opposition to such aid was Lound to

e vocal.lD At an industrial conference in mtadras prior
to the simla meeting, the Chairman of the Chamber of
Commerce and the represcntative of Gorden Woodroife and
Company argued against any Government assistance to
industrial banks. . lneagaraja Chetty, a major figure
in the handloom industry disagreed with this and claimed

that opposition to the proposal came from “commercial® as

opposed to "industrial® interestsal6

Th: convening of this conterence oy the Minister for
‘Levelopment is itself an&jﬂgication of the contentious
nature ot the matter. oy 3oard of Industries, estaolished
also on the basis ot a recommendation by the 11C, and
consisting almost exclusively ot non-oificials, had
earlier resolved categorically thnat oank finance to 6
industries was not sutiicient and that the Governmoent
should ,have the power to give advances to new industrial

enterprises alonyg the lines ot the My sore Princely Statuwl7

Industr 12l finance was certainly an important necw
iunction for the Department of industrics. Upto that time
a slow and racher haphazard initiation of activities had

lzd to six main tunctions of the dupartmcnt.la

(i) General assistance to trade and industry (including
collection of statistics, industrial and commercial
intormation, sources of 3nd markets for var lious

articles).

(ii) Exper#lents and inguiries with the oojective of
starting ©y the private sector or py the government
of new induscrial entcerprise, either in entirely
new or in existing industrics, or of improved

Processas.
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(iii) Management oy government of manufactur ing concerns

which had passed the experimental stage.

(iv) Assistance to scattcred industr ies not undertaken 1n

tactories (principally handlooms)

(v) Assistance for those engaged in agriculture through

the bor ing of wells.

(vi) Industrial education including arts and crafts

and scholarships.

In the controversy over the form that the State
Aid to Industrics act of 1923 would take the contradiction
between "industrial' and "commercial'" interests was
apparent. I'nis Act, which attempted to give a statutory
torm to some of the recommendations made py the IIC on
industrial finance, also flowed out of the proceedings
et the Conference of birectors of Industry held in
April 1920. There, it had been suggested that the
Government should participate in the eguity issues eof
new companies, withcrawing as these companies grew.
In Madras, however, the concern oi the Department was
with smaller cnterprises (presumasly tne unincorporated
iirms) and here the system of loans as in Mysore seemed
a "promising idea". 1t was suggested Dy the Director of
Industries that a committce could be established to
consider the suojecct of loans, mentioning in passing the
significant point that the Secretary of State itor India
had asked the Government of India "“tor recommendations®
on this subjgct.l9 fnis iLnplied, of course, that the
Provincial Governments were not in a position to prepare
schemes looking only to their own situat ion. The

implications ot this were to become clear later.
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The Minister of Development himself drafted an Act to
provide State Aid to Industries which underwent major modifi-
cations beiore it reached the stage of a nill to be
introduced in the wMadras legislative Council. In the
or iginal version the kinds of enterprise which would be
eligible for State Aid was left undefined, the merits
of each application to be decided, presumably, oy a
legally constituted sSoard of Industries. However this
approach met with strong opposition in the Finance

. 0
Secretar1at.2

If no restrictions are intended I

regard the J31ll with the greatest appre-
hension on both tinancial and political
grounds. The sphere of our potential
commitments will be imnensely extended,
we shall be orought into incessant
conflict with estanlished interests and
the administration of the Act will tend
inevitapnly to pe dominated by political
interests and influences.

In response to this expression of opinion the 3ill was
modified by the addition of clause 5 to include tﬁree
specific classes of industrial enterprise which would get
State Aid. (1) Bnterprises in "new or nascent" industr ies
(2) eknterprises to be introduced into areas where the
industry was'undeveloped 3) Cottaye industries. The
degree of controversy over the Act was indicated by the
fact that while the 3ill as introduced allowed the
delegation of sanctioning loans upto Kks.10000 to the
first two classes of industry, it was silent on delegat ion
of loans to the third., cottage industry, surely not an
obv ious source of contention. On the other hand naticnalist
opinion as expressed in the “Swadeshimitran" and the
"Dravidian" newspapers demanded that representat ive of

organisations connected with cottage industries be



12

appointed to the Board of Industries to whom, presunaoly.
delegation would pe made, and the existing Board ~f
Industries did also point to che anomoly.2l fhe Madras
Chhamber of Commerce wihilich, as noted aoove, had peen
Opposec to the idea of industrial banks, in effect, also
opposed the introduction of the Act. For they argued that
"though an industry may not hitherto have ocen established
in a particular area, such area may constitute one of

the sources of swply of raw material to the industry
established elsewhere or a buying market ior the finished
product of such estaolished industry",22 The "incessant
conflict with estanlished interests" forecast in the Finance
Department's noting was clearly close to the real

situat ion.

However the 3ill, introduced in the lLegislative Council
in November 1222 and referred to a Select Committee was
passed and the Act estaolished 1in December 1922. A Committee
tormed to frame rules tor the administration ot the Act
reported, in turn, in Feoruary 1923, and a specitic application

ftorm was prescribed later that year.23

Althoﬁgh the rules for administering the Act involved
@ cumbersome procedure <ven as late as the end of 12325, it
was telt that as "... doubts-have arisen as to what classes of
industries should receive aid .../£7It was_/... too early to
sanction delegation LLoned This e¢choed the views of the
Department of Industries which felt that Scction 5 of the
Act which defined tne kinds of industries in whic%
enterprises could be helped gave rise to considerable
difterence of opinion. 1t was felt that the industries
which were to oe helped should be more clearly defined.25
Already oy that time, although only a year vr so had |

Passed since the Act came into force, the Director of
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Industries noted that "“... 1 am coming round to the view that
the section is unnecessarily restrictive and might prevent

6
ne In other

words, clause 5 wnich had 2een introduced to limit financial

aild peing given to Jromising enterpriscs...
protligacy was oOoch restrictive and controversial.

A year later, the contradiction between the approach oOf
the forces in the industrics Department and the Minister for
Development favouring a lioeral approach to industriasl
finance, and the Finance Lepartment, was resolved by a
new set ot guidclines to interpret clause 5. These were
cevolved atter the active intervention of the Governor of
the Presidency who sided guite clearly with the conscrvative
f inance viewu27 fhus the meaning ot a “nascent industry"
was to be conslcered with reference to the condition
of the industry in the Presidency as a wnole. in
the case of enterprises newiy introduced into an "“area®, the
conditions ot tne specitic industry such as the availaoility
of raw material, workers, capital and markets was to be
examined. Cottage indust: ies were also dotfined in a
specitiic manner, to be discussed later in this paper.

None of thnese clarifications was likely to increase the
number of firms actually seeking, let alone being ¢ranted

29

aid. The keport ot the Department of Industries ior
30

1925-26 noted:

The perilod during which the Act has
been in iorce is so short that it is
ditficult to «xpress a definite opinion
as to the extent to which it is likely
to tfurther industrial development,
althoush it can hardly be claimed

that the results so far have tuliilled
expectat ions.
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apart from tne detinition which precluded many firms
trom getting aid, there was =zlso the proolem that new
enterprises, currently without assets, were not eliginle

for aid, for the security tor the loan was oased on the

-

existence of such amseks > A sy stem of hire purchase.
which would have overcome this problem had been ruled out
as a possioility at the time of discussion of the 3ill
introducing the Act. he Minister for Development had
then argued that the hire pirchase system otffered no
advantage to the oorrower. In fact, he said, the twenty

per cent down payment reguired in hire purchase would

w

- G ; ! . ; . 2
pe a positive disincentive for prospective industrialists.

Dur ing this entire period tne Lepartment of Industries
cont inued to press ftor a more expansionist industrial peolicy

in which they were cautiously supported oY the Development
becretariat,33 in the annual reports on the administration
of the state Aid Act, which was not pudblished. the Director

of Industr ies was more fortnrlght.34

That the restrictive character of sect ion
5 of the Act does iimit the number of
applications ftor assistance ... is

beyond douot and there apoears to bDe a
feeling in some quarters that the Act should
be liberalized to admit oi the grant

of assistance to established industries.,
or even to set up additional mills and
iactories e.g. cotton mills in Madura,
even though they may not be new or nascent
industries ...

After pointing out that there were also arguments
to the contrary i.e. the danger of supplying credit to
one tirm at the expense oi another tnus exposing the

SGovernment to the criticism that they were intertering
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with private enterprise” he concluded by say ing that in
South India, State administrative support for industrial
development was uesiiawle. This was a “large" policy
issue but unless reascnaoly sound enterpr ises which were
unable to tap private sources of capital could obtain
Government support, the Act would not have served its

purpose.

Apart from the advocacy of an advanced industrial
policy by the Department of Inuustries, there were also
attempts made oy non-otficial persons, usually Indians,
to prevail on the Government to take decisive action.36
The Government in some cases was unaple to withhold
the "previous" sanction required oy the Governor for
privately sponsored legislation, ilor amend ing the
state Ald Act in particular, dut it was always able with

its official majority in the legislative council to

deteat any resolutions it disagreed wlth.37

fhe result was that Uy the middle oi 1928, seven years
of dyarchy had led to a situation where the Assistant

Secretary in the LDevelopment Secretariat could note:38

During the last ten years, the only

work of any industrial importance that

can be laid to the credit of the department
is soap making and perhaps also ink
manufacture. Exper iments with glue and
truit preservation were a failure. There
is no doubt a general teeling that the
department has not orought into existence
or materially assisted in improving any
major industry in the Presidency.
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This was written during the relatively better years
betore the depression of 1229-33. During the depression,
the condition oi the people, both peasants and workers
came under scrutiny ot the hoyal Commissions on Lapour,
on Agriculture, the rProvincial and Central s3anking Engquiry
Committees, and the sconomic Lepression knguiry Committee-
Each of these had recommendations as regerds industrial
development, wnich were examined in the i#adras Presidency’
but as they all involved increased expenditure while
the depressed conditions were leading actually to measures
of retrencnment, none of them had any noticeable effect

on the industrial development measures, such as they were.

The development of the settur area and the possipilities
of providing electricity at a concessilconal rate railsed the
guestion of a more Mforward" industrial policy.éo As far as
Government enterprises were concerned the policy laid
down in 1925 had, in fact, moveda in a more conservafive
direction. wmarlier, there had oneen two stages through
which a puplic enterprise evolved, the demonstration and
the pioneer. Lemonstration reterred to technological
feasibility, and pioneer to commercial feasioility. After
the successful achievement of pioncer status, the enterprise
was to be sold to private e¢nterprise (or closed down if
not found viaole).4l However in 1925, the Government
decided that with the cenactment of the State Aid Act, the
exper imental stage of the Department of industries was to be
confined to laboratory tests while manufacture on a
commercial scale was to e lett "mainly, if not entirely,

to private enterplise.“42

As far as more genceral help in the industrial development

oi the Mettur area was concerned, the Degpartment of Industrics
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rationalized that the size and compact nature ef Mysore - with
whos€ industrial policy Madras policy had oeen untfavouraoly
compared - allowesw easier development of its resources;

while the financial commitments flowing from direct assistance
to industries was less than that required for wsadras. In any
event it was stated, as things stood in rladras, the State Aid
Act determined the nacure and rorm oi aid which it was
possible to give.43 nere the very nature oif the Act, as
opposed to some of its clauses was oeing held responsiole

tor the lack of ettective Government suport to industriali-
sation and this was coniirmed Dy a Development secretariat

noting.44

Also of some significance were the earlier responses to
attempts to estadlish coordinating agencies necessary for
industr ial programiming. As early as 1921, the Government
of India had asked for reactions to its proposal tor an
industr ial census whicp had been opposed oy most provinces
on tinancial grounds.45 Under these circumstances the
puolication "Large Industrizl Ekstaolishments in Iindia"
which was a list of enterprises coming under the
lactories Act had to serve as the most relianle data
series availaole.46 in 1922, a modification in the
tactories act allowed Provincial Governments to "notify"
incdustries in which'@enterprises emnploying more than
10 workers, with or witnout power, would be treated as
tactories (normally only enterpr ises with more than 20
workers and using power came under the tractories Act). £
However the situation regarding data was such that when
in 1929, a Legislative Council guestion asked for the
capital employed in industry in the Province, the only
information available was said to oe in the puolished
reports ot the Lepartment ot Industries or the Companies

48 . : ) . :
Act. A list of all enterprises which were not registered
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under the kactor ies Act was compiled for the Royal Commission
on Labour in 1930.49 A follow up by the Government et

India to persuade frovincial Governments to undertake an
economic census also met with a lukewarm response.SO

fhere was also an untiavouraole response to the suggestion
to form a Provincial 3Board ot bconomic anuiry.Sl Bven

a Development Soard where the heads of all the development
departments would meet to discuss common proolems was
opposed Dy some Lepartinent heads, and the proposal

dropped.S2

The period from the late 192Us to the end of dyarchy
did signifiy ¢rowin¢ uneasiness in the DeVelopment secretar iat
aocout the lack of encouragement to large scale industry.53
in considering the keport oi the madras Provincial sanking
Enguiry Committee, a oSecretariat note acknowledged that
in principle the state Aid Act had not oeen useful in
encouraging such industry. kor this, specialised induscrial
Danks were necessary.54 however, even oy 1935, the
Government doggedly continued to ask the Director of
industries to specity why a modiiiedAState Ald Act was
not a sufticient alternative to industrial banks.55
It was not as if recognition was lacking in the highest
levels of Government Ly this time that in the previous
twelve years the act had not stimulated industrial

development.56

In the case of large scale industries a review of iirms
estanslished under the Companies Act during 1934 -35 showed
that the absence of appiications for loans was noc due teo
the lack of formation of new Companies.57 Given that there
was a well accepted view that industrial development was
oiten retarded due to the wvanking system's inaoility to

lend for long periods, wnile even for short periods
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advances were often diiticult to secure, it seemed logical

to think of new schemes of financial assistance.

However, it was not until 1236, when under the new
political system'the Governor's power to act independently
of the Council of mMinisters was substantially reduced,
and the 3Secretariat made responsiole to Ministers that
modifications were made in the State aAid to Industries Act.
inese allowed ald to be given to new enterprises in
existing industries, and this signified the change in
palance of forces somewhat in itavour of new Indian
industrial interests. lor it was now possiole to ootain
aid tor new textile or sugar mills, areas in wnich the
risks were less than in industries totally new to the

presidency.

1V. Policy as a reflection of contending interests:

Cottage Industry

"Cottage Indusctries" were the third of the specitic
category of induscries to which State aild could be given
under the Act. fheir idmportance to the industr ialisation
process lay in the fact that the majority of small
industrial producers working in their homes had oeen
effectively suoordinated to merchant capital,bo The
corollary to-this was the fact that concentrations of
capital in moncy i1orm already-existed and could pe used
to further industrial development, if the general
cconomic conditions and State administrative policy were

conducive,

Foremost amongst such industries, of course, was

handweav ing which cmployed the largest number of persons
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of any occupation atter agriculture. However the great
bulk of production outside of manuiaétories took place
under the aeyls oi a merchant-middleman who provided the
link between small producers and the large scale market.
Capitalist industrial development opviously sequired

the recognition of this situation and the initiation of
suitable measures to increase production simultaneously
with structural chances such as the concentration of
small home producers in larger wocrkshops with uniform
working conditions,6l in accordance, if not in
conscious recognition of this tact the Lepartment of
Industr ies modit 1ed the definition ut cottage industries
suggested oy the I1IC to one more closely 1itting the
exlsting situation. fhe 11C had suggested the detinition
“Cottage Industries are industries carried on in the
homes of workers in which thne scale of operation is small
anda there is but litcle organisation so that they are,
as a rule, capadvle ot supplying only local needs".

The Department of lndustries, with the support of the
Board of 1lndustries suggested "industries carried on in
the homes oif the workers as distinct ftrom those carr ied

on in iactories".62

However, as is clear from the extract guoted below

this approach was not acceptanle to the Finance Member

ot the Governor's Council:63

We are asked to give a loan to a firm wsf
sowcars which supplies loans and yarn to
nired laoourers working in their own
nomes, men who have no property either

in the looms or the yarn or the f inished
Products, who remain hired laoourers
throughout and are not in the least
assisted to own their own business. 1t
they worked in a shed presumanly even
Development éDepartmenE/ would not suggest



when the matter was pressed oy the Minister in cnarge
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that the .ict covered such a loan to the
sowcars. is it suggested that because
these nired lapourers work at home the
whole character of the business is
transiformed and orought within the
purview of the acts In Great 3ritain the
guestion raiscd would not be whether
this was a cottage industry put whether
it was a sweated trade. I must ask
Levelopment Department again to consider
what a cottage industry is ....

~f the bevelopment Department, the Governor threw his

i , - . : : 64
we ight oehind the Finance rember arguing as follows:

£z

1 do not presume to otiter an accurate
definition ot the term “Cottage industries”
nut 1 would venture to suggest that the main
idea ly ing penind it is to aid the workers
themselves with the ultimate intention

of helping them to pursue tnhis industry
either as whole time work or as an

addition to their other pursuits in the
evenings. 1 cannot neliecve that the term
"Cottage incustries" was ever meant to
imply that assistance should be given

to an industry purely carried on for
commercial purposes and tor the benefit

of the owners in wnich it happened that
the workers carried out their work in
their cottage and not in a factory.

If assistance was given to a cottage
industry carried out under these
conditions, strely the assistance would
merely tend to oenetit the coplcyers

2nd not tne cem
contrary to th

ploycess this scems to me
¢ ldea of cottage industries.

The Government, tneretore, defined cottage industries

as "industries carried on exclusively tor the oenefit of,

and by, workers in their own

homes and not industr ies

carr ied on tor the opencfit of middlemen though the worker s
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happen to work not in factories put in their own cottages".
This definition was to remain in force ‘tor ten years inspite
of attempts within the Legislative Council and by the
Department of Indust:ries itself to extract a definition
which would enablc small capital controlling home

producers to recelive state Aild.

The Government was not overtly opposed to helping
small capltalists,66 in tact the Finance Secretary, at
the time oif dratting the State Aid to Industries Act, had
derided the gentildity of the 11C's term “middle class
industrialist” and suggcsted that thney be referred to as
small capitalists.67 rnowever, the Government were
apparently not actively interested in helping small
capital particularly in the home industries.68 sven
the favoured small industrial capitalist would, after all,
have under scction 5 of the Act to initiate a new cr
nascent industry or introduce an industry unknown carlier
in an area. Given the lcvel of technological development,
the chances of a small entcerprise veing established in
such industries was low. The net result was likely to
e a dearth of eligiole applications for aid ifom small
capitalistg, unless the term ‘“cottage industry" was

suitanly interpreted.

It was to this end. that the Dcpartment of industries
made the first of the ciiorts to modify the def inition of
cottage industry. In a reterence to the Advocate Gencral
it was pointcd out that the existing ccfinition made

assistance to the handloom industry impossiocle for in this.
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-.« tne greatest proportion of workers

are dependent on middlemen capitalists

who aadvance them yvarn or money and sell
their finished product. hese miacalemen
are in many cases small capitaldsts:deding, a /L
Capital is required which the weaver cannot
supply ifor himself and it is immater ial
whetber it 1s supplilied in the form of a
loan or advance of yarn or money to
incividual weavers or whether the weaver
working in his home or in a factory

works tor gages pald by the capitalist
middlemen. 59

Confronted with what was essentially a problem in
political economy, to which he was required to respond
through legal arguments, the Advocate General was
forced into a comic line of lcgal reasoning ending with
the point that if the Government wished to help
"emp loyer—-industrialists*®, the detinition of cottage

industry would need to pbe changed.7

However, the deernment was not agreeable to the
suggestion that they aid "cmployer-industrialists" under
the rubric of cottage industry and ordered that
cooperatives must be formed irrespective of the legal

interpretations possiole of the term cottage industry.71

In the reports on the State Aid Act wnich were not
published, the Department of Industries continued to argue
that the definition precluded assistance to the handloom
-sector. Lioting that this amounted to criticism of the
Government, the Secretary of the Cevelopment Department
ordered that similar comments, if found in the keport
ot the Industries Department for the year, should be

removed pefore publication.72

/_ comparatively small local pusiness ....
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1n reéponse to the criticism Oy the Department of
Industries of the detinition and the proplems it faced
in helping cottage industry, the Minister for Development
suggested that concrete amendments should be draftted.
The Secretary (responsiole under Dyarchy to the Governor
rather than the Minister it should pbe recalled),
preferred the existing and gubernatorially approved
option of the formation of coopcratives and aid under
the Act as it existed. Wwhen therefore, the Director
ot Industries responded to the suggest ion by asking
for the delegation of powers to grant loans pelew
ks.10000 to him in consultation with the Board of
Industries, this was predictaply refused. it was
stated that "“disposal of applications e¢ven for amall amounts
involves sometimes important questions of policy the

decision of wihich cannot be lett to the Dixector".73

A concrete result ot the amendments suggested by the
Director was the introduction of a new category called small
scale enterprises which were def ined Py their having
less than KRs. 1000 in assets. Such enterprisecs, together
with cottage industrics were exampted from section 9
ot the Act which required any aided entefprise to have
assets of twice the value of the loan g iven. They were
also exempted from Section 11 which reguired the maintenance

of detailed accounts and periodical audit.74

The overall thrust ot tne modifications suggested oy
the Department of Industries was such that a Secretariat
noting correctly remarked that what it required was not
more liberal rules out a more liberal Act in its entirety.
Agrecing with this, the Director pointing to the anomoly
that while Section 5 did not al-low help to be given to an

already existi d enterprise, Section 9 reguired the
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entcrprise to have assets oi twice the amount loaned,

. . 75
whilcn a new enterpr ise ooviously could not have.

Upposition to the limiting nature of the Act came
also trom tne lcgislative council. Altnough the def inition
ot cottage 1ndustry had not peen made known eveh to
member s or the council, tnoze whno were memoers of the
30ard of industries had come to xnow of it. It was

tirst raised oy an #iC wno was later to attempt to .

. . . , . ; L ) /o
ritroduce a private oidll for the inodiiication of the Act.

in connection with cottage industries it was clear that
the 3card oi Indusctries was itself precluded from evaluat ion
of some proposals oOecause ot the definition, and had tnis
been more "elastic" tnese might have been accepted and aid
granted. The result ot this was that even by January 1

not a single loan had peen granted to cottege 1nfustry.

The bLepartment's positcion was also laid down with
reierence to the viceroy's ireinarks at a Conterence of

Ministers at oimla in 1 326:

»+. tile indian agriculturist is the
foundation upon which the whole
economic prosper ity of India rests,

and uyoon wnicin the structure of her
social and political tuture must in

Che main pe ouilt. ©ho system of
administration could be justitied

wnlch did not aim at making an improve-
ment in his scandard of life, and his
ejuipment to take a proper share in her

. T it 73
tuture its tirst and chief concern . "
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rhus 1t was laid down that the task was to improve
the condition ot the agricultural population py increasing
its earning capacity - presumaoly, oy finding work for it
to do, and organising a market t1or the products,79 The
peasantry was sald to cunstitute almost three guarters of the
populution and to Le unemployed ior several months in the
year. Cottage or home industries which would provide
suosidiary occupations were a possiple solution to the
proolem.su the position oi the CGovernment dur ing thnis
per 10od was not, therefore, guite as contrary as the actual
suwoordinate situation oi the groducérs in these industries
would indicate. fnelr position was that cooperatives of
home producer s should pDe tormed wno would then be
eligiole itor the aid.al fhe history of this period is
theretfore also that of attempts to torm cooperatives »f
home producers, o task more or less unrealisaole except
tnder unigue cirCL;mstancesnCg2 ’his was due to the gulf in
the social consciousness postulated for cooperators and
the producers' actual consciousness, in those rare
cases where the middleman's opposition had oeen neutralised
or was entirely absent.83 I'ne guestion, of course, was that
ot the new methods of ostate aid which would be ettective in
helping peasant producers. In fact the Government
went ifurther and appeared to agree with the ketrenchment
Committee in its criticism ot the Industries Department's
ftorm of help even to nandweaving.84 For this concentrated
on technical improvemcnts aimed at increasing the producti-
vity ot the industry and the ketrenchment Comnittee felt
that unless the demand 10r handloom products was stimulated,
or the price ot the raw materials cheapened to the weaver,
these technical improvements were of douwtiul value
(presumaply to the weaver). I'he Government in comment ing
on this remark raised the guestion of the practical benefit

in terms of idmproving tne conditicns of the weavers of the
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expenditure that haa oeen incurred oy tne Lepartment in the

) 3
PLrevious twenty tive year s. &

Another Instance ot the Industry Department's proolems
in dealing witn aid to the peasant industrialist is prov ided
QY the review ot the JState aid Act for 1926—27.87 In this
it was stated that industrialisation was likely to be
agr icultural or torest pvased in the province, and in this
connect ion the ftormation of industrial cooperatives which
would convert and work up tnis produce into a manufactured
or semi manufactured state would be appropriate. 3y this
means, agriculturists would ootain a greater share ot the
value added in terms of a better pfice ftor tneir produce.
The point was that even in tnis case Section 5 of the Act
reguired tne industries to be aided to be new, nascent or
newly introducced 1nto the area. B8y this provision the
possibilities of aid were severely restricted Bt the
Director of industries hoped to make inquiries of areas
whéere there was scope tor the estaolishment of industrial
cooperat ives. under tne circumstances the view was that
such organisations would oe encouraged to apply itor loans
under the Act provided they could show tnat they were

eligiole.

Similarly the Government was cxtremely unwilling to
concede any role for handspinning. Witn the Congress'
support to hand spinning growing in the early 13220s, there
was a persistant current in the legislative council
enqguir ing acout the Government's position on the matter.
While admitting that production of hand spun yarn had
increased in the reccent past, tne Government in 1921
held that this was merely a temporary prhase due to the
rise in price ot mill spun yarn. It saw no reason to

- ) . 33 )
encourage hand spinning. However the question was
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repeated in early 1922, tollowing a non oificial resoclution
stating that "tnis Council recommends to the Government
that early steps oe taken to introduce improved patterns of
spinning wheels and to encouraye and stimulate hand
spinning and hand weaving as cottaye industries".S9

Ihe Government opposed tne resolution wnicn was lost oy a

large nuaper of votes. Its position was oroadly as follows:

1. Puolic tunds and off icials' time should not
Pe spent on an activity that earned one or

two annas for eijht hours work

2. Government accepted the fundamental proposition
chat uneconomlcal activities would not
succeed in an industrial world and that the
spinning wheel, whatever its other virtues,

was economically unsound.

3. i1 women were to oe found work, alternatives
existed such as lace maxing or hosiery. Hand
spun yarn alone was not in any case suitaole
tor weaving - it could e used for the weft

Lut not the warp.

Support for handspinning contiriued to come, in the form
Ot 1cpresentations to the Industries Lepartment and also
in the form ot legislative council questions, inspite of
the Government's categorical statement on the earlier

resolution.

In the case oi the handloom industry the Government
was adole to develop a more coherent case for its approach
to cottage industry. It proposed, in 1926, to depute a
cooperative inspector to the Department of Industrics on

tne basis that the lextile Wing had been for some time
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developing new designs ot handloom components. If coopera-
tives could be formed ot hendloom weavers and the purchase
of these improveu cunponents was financed Oy cooperative credit,
then the possinilities of enhanced earnings for weavers
would pe increased. ffis, in turn, would increase the
probapility that the cooperative itsclt remained viapble.
However, this experiment tor a year did not produce
tangible results, ostensiply because the work of the
cooperative inspector was unsystematically used.9 A

clue to the underlying reasons tor this was provided in
the State Aid Act report where it was asserted that
handloom cooperatives could not e formed without the
participation and capital provided by the middlemen.22

The Cooperative Lepartment disagreed with this and said
that while it was true that the weavers could not by
themselves successfully run cooperatives, it was possible
to find individuals apart trom the middlemen wno could
provide the reguisite leadership.23 The Cooperative
Department's approach was not merely difterent in terms

of the cooperative philosoohy it emoodied: the guast ion
was more of whether small merchant capitalists or small
commodlty producers snhould de supported and the
cooperative department's approach seemed to be more

in line with the Government's view, as evidenced oy their
definition of cottage industry and the often expressed

support tor individual home producers.

Pressure in the Leyislative Council had per suaded
tie Government to sct up a Committee to examine the
Cottage Industry surveay reports.94 During the months that
this committee took in preparing its report there were
further attempts to overcome tne impasse created by the
cottage industry definition. wnile a private pill to
amend the State Aid Act was introduced the Depa:rtment
of
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of Industries proposcd a new initiative in organising

cooperatives.

it was argued that both on the results of the Survey
as well as on pcrsonal ooscrvation, cooperative societies
were required in scveral industries. Advances ior raw
matcerial and tor rencwal of implements were essential
to keep the industries alive. As the State Aild Act could
not do tnis because its procedures were too cumocr soOme
for the average nome producer, cooperatives which could
provide a rcady loan were necessarye. ror the iormation
ot tnese cooperatives i1t was suggested that an Assistant
kegistrar of Cooperativessocleties should be deputed to
the lndustrics Department. Ffollowing a heated affirmation
ot the Cooperative Department's jurisdiction over all
coopéerative development activities, the proposal was

. . 96
dropped with the Goverrnment's acquiescence.

Whatever may have been their jurisdictional quarrels
over the development oi cooperatives, poth the Industrics
and Coopcrative Departinent shared a common perception of
the home worker. 1t was a view in terms of which the
moral question oi aiding a “sweated trade" was transiormed
into a practical onc »f acceptance of the realitiss of the

situat ion.

fnere were throe components to this perception of
reality s that of the social psychology of the home producers,
that ot their existing and scemingly pcrmanent state of
indepbtedness, and chat of tne characteristics and role of
the merchant-middlemen. kor the Cooperative department
the home producers were unsteady in character. ror thne

Industries department tney were "“proveroially improvident"
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) 9 ' et
and "never tnougnt of the morrOW"..7 wnhat the Registrar
of Cooperative Sociletiles said aoout weavers would scem

to hold tor theilr perception ot all home producers:

... One fact stands out and that is that
there is practically no impulsec trom
within to improve. There are educactced
and enlightened men among them but it
must be roecognised that the rank and
tile ... whatever they may have been in
the past, do not e¢njoy an enviaole
repucation today .... a necessary
Precursor to actempts to dImprove them
economically 1is a temperence campaign
among them .... there is no doubt

that drunkenness is a common v ice. It
is not unusual to f£ind members of the
commun ity to pbe 111 nourished, drunken
and inert as well as peing uneducated.
Poverty is accentuated oy drunkenness
and wnichever is cause and which effect,
the aiosence of any ambition is marked.
his general su>ineness and incapacity
for sustained eftort must be taken into
consideration ....

fThus the nome workers were viewed as un steady.,
improvident, dishcnast, given to druikenness, inert,
supine and witnout amoition. o tnis formidapnle iist
of negative psychological and behaviourial characteristics

were added those of poverty and indeptedness.

Often the masters - the loom owners in the handloom
industry and their eguivalents elsewhere - were only
relatively better off, it was stated, than the home
werkers themselves. Thus poth the Palmyra ¢rove owners
and the climpers at Nazareth, 3rivaikuntam, Nunguneri in
Pirunelveli were drawn into an agreement Ly which the
Juice which was drawn from leoruary to June and boiled

int> jaggery. was sold to middlemen, in return for an
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advance, at the lowest possiole price. Among st the Markapur
slate dealers the competition amongst the slate dealers,

let alone among tnose who dJuarr ied, was so intense as to

tireaten the industry's viaoility.99 In the case of the

metal based industries.loo

seso I1he workmen are completely under
tne clutches ot thne master-workmen and
the merchants .... The workmen have
taken advances from the master-workmen
who In their cturn have received advances
from the dealer ... The debt is carried
on from year to year. As in the case
of weavers the debts of these men
ranges trom Kks.50 to ks.200 or ks.300
ees. Similarly the master-workmen are
under ooligation to work ftor the
dealers sce.

In connection with the handloom industry., the
Director of 1lnduscries noced that the weavers ordinarily
were unaole to ouy the yarn necessary 1o0r even one day's
work. In the carpet industry of sllore and wallajah,
while the weavers themselves were indigent, the boys
whom tney, in cturn, employed were in an even WO se
situation: they were then paid a couple of annas a day.

A ; 101
Here too, the master or proprictor was "not apove want®.
o -

The cooperative department noted that from the
beginning of the movecment in 1905 the “small men were
under the clutches ot the oig men and the latter were
unwilling to give the tormer egual treatment".lo2 while
opserving that there were still weavers who worked to
the specific orders of the peasantry (artisan work),

and those who oought yarn and sold the cloth independently
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(commodity producers), there were also those who took
yarn and an advance wage against the return of the
cloth. The latter were said to oe seriously in debt
while those working on yarn on credit were a little
better off, though neither was in a position to sell
when they tnought fit. It was argued that this indebted-
ness could not possibly be paid off with the help of
cooperative credit and there was "no escape from the
sy stem 45057 a large numosr who are indebted to their
masters save through migracion or the oankruptcy court®.
The conclusion was that while those weavers received a
"cooly" wage, it was inconcievaole that cooperative
organisation could help them while they remained oocund to
the master. 50 too, with the silk cocoon weavers of Hosur
in Dharmapuri, "“very indigent ryots who cultivate lands
on Varam".l04

Given this pcrcception - oi the behaviourial and socio-
economic situation of the home producers and of some of
the dgRaller masters or karkhanedars, the view ef the role
and characteristics of mecrchant-midalemen is perhaps to
Pe expected to pe justificatory of their methods of cperation.
Given that the masters could not oe induced to iorm
cooperative socicties eitner for themoelves or in
conjunction with the home procucers, the skills reguired
tor running a coopcrative organisation,were to be tound
only amongst some ot the dealers (more tarsighted than
most) or "respectaole" members of the locality, unconnected
Lut knowlcecdgeaonole adout the industry.los In more general
terms it was felt that in many industries it was only
through the intervention of the middlemen tnat these
could be saved from decaying. Lven in cooperative
sociletics, given the poverty of.the home Q2roducers and
thelr inability to contribute to share capital, recourse
to middlcmen or others with resources was a necessity,

it was urged.lO6
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The Department of lndustrieé elaborated on the theme.
Middlemen frequently intervened on oehalf of home producers
facing ext’nction of their trade and in tnis they were "not
actuated solely with the ooject of earning interest on
their capital'. Prointing out that there was an undue
tendency to view middlemen only with reference to their concern
with return on their capital, it was asserted that they
also had a “"redeeming side of helping an industry with their
capital”. In addition., it was asserted, the middlemen
played a public service oy ensuring the quality of the goods
py maintaining a rigid standard. Driven by the urge to get
tneir return, the middlemen would have an interest in
maintaining the reputation of their goods. 3usinessmen
could not be expected to pbe philanthropists, it was
argued, and if producers were to save their time oy
concentrating on production rather than on selling, they
should not grudge a part of the sales proceeds yoing to
the middlemen. The latter should have "the margin to v
cover his capital and the 4ﬁome pxoduoer§7 tne money to
keep the hearth purning". This was specially true of the
silkworm regrers vt Hosur who required consumption loans
while their worms were moulting.106 In some cases the
master or karkhanedar secured orders, provided the
design of the work and the advance to the home producers,
who would, it was argued, be unable to f£ind work for

themselves.

1t is clear that it was this conception of the small
capitalist - either the master worker/dealer, usually ot the
same caste as the home producers - or the small merchant
trom one of the trading communities which was foremost in
the efforts ot the Department of Industries to liperalise

the detinition of cottage industries. When, for instance.
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it was suggested that an appropriate upper limit could be
incorporated in the detinition of small scale industries
(less than ks. 1000 in assets) it the cottage industries
detinition was found restrictive, the Director of Industries
said that the size ot the capital depended on the capacity
of the employer, his aoility to camneass orders and supply
the goods manufactured. It was theretore difticult to
suggest any upper limit of cagpital size to define a

107 The dilemma was

small enterprise appropriately.
evidently that of defining small merchant capltal where
the size ofinfixed investment was of no conseguence or
relevence, More revealingly. it was also & product of
focussing on the individual rather ‘tnan the industrial

or e@ven commercial enterprise per se.

The second ¢f the attempts to liberalise the definition
of cottage industry came with the discussion oif the survey
of cottage industries undertaken in 1929. The origins of
this survey were mentioned earlier and here it is only
necessary to note the substantial degree of interest taxen
in the survey by members of the Legislative Council.lo8
A Committee consisting of some mempers of the council with
the Director of Industries as Chasir person examined the
reports of the survey and made several recommendations.109
One of these was the liberalisation of the definition of
cottage industries. while the committee suggested the
definition prepared oy the Soard uf Industries five years
earlier, the Director of Industries went much further.
Arguing, in etfect, that cottage industries referred to the
traditional industries undertaken by hand and without
substantial division of lavour, he pressed tor a definition
which would include workers in karkhanas or workshops and

110

not only in their own homes. This is an interesting
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case of the Department's support to small capital in the
traditional industries pbut there was no sympathy for this
view with the Gevernment. Inspite of the tact that no
loans had been ¢given to cottage industry as def ined

by it, and the poor record in organising cooperative
societies, these latter were still held to bz the
appropriate recipients of State Aid. Atter a magisterial
statement by the Finance Member, the P inance Department
were aole to ignore the Industries Department's suostantial
new cvidence on the worthiness of the role of the merchant
middlemen, described carlier. The Birector of Industries
had not "shewn hew placing of Government Iunds in the hands
ot intermediaries would sencetit employees and nut

perpetuate 'sweating'“.111

The Cottage Industries Committee made several other
recommendations concerning the more important of the
Industries in the Presidency. However, with the depression
and tight control over finances, the Government was able te
present a case, irrespective of the mounting distress of
the home producers as of the pulk of the people, that
funds were not available for most oi the schemes suggested
by the committee. 1t was only tne recommendations which
involved no extra tinancial committment - minor organisational

changes-which were ﬁnplemented.ll2

Although concessions were made on the pbasis of the
Cottage Industries Committee ‘s report relieving cottage
industries ot some of the formalities required under the
Scate Aid Act, this was not the solution to the proolem of
industrial evolution of these industries. T'he Department
of Industries itself stated that wnile these concessions

would help enterprises which had got aid.or were about to
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do so, this would not meet the requirements of the situation
wnich were that more enterprises should be made e¢ligiple to get

113

the aid in the tirst place. It was not until the

end of the period under review, the middle 1930s, that the

situation began to change.ll4

e specitic tariff provisions provided to the cotton
textile industry required adequate sateguards for the
handweaving sector if internal competition was not now to
descroy it.115 The Government of India, as one of the
propusals, set up a fund to aid this handweaving sector and
gave subventions to the provincial Governments from this.

An apex cooperative socilety to develop the industry was
established with the suovention and provided the nucleus for

116 The development of the

sy stematic help to begin.
Mettur Hydroelectric Project on the Cauvery provided the
possibility of extensive pawer availability and the
Government was induced to agree that this power could be
provided at concessional rates under the State Aid Act.117
Although a proposal to provide machinery on hire purchase
terms was opposed by the Government, supposedly because

it held no advantages to the borrower oeyond that of loan,
the atmosphere was generally more conducive to industrial

development.ll8

This improvement of the atmosphere was less due to
industrial policy than to the general wpswing after the
depression. In fact the empirical evidence of new
industrial undertakinygs Seing c¢staolished while there
was a paucity of applications tor State Aid led to the
Public Accounts Committee paving the way towards a more
liberal aid policy. This Committee while commenting on
the performance oi the Industries Department noted that
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the State Aid to Industries Act had tailed to achieve its (15
purpose and suggested that the Government should modify it.

This provided the signal to the Department to introduce the
changes long advocated by it. A noting by the Development
Secretariat wnich made the case for modify ing the definition
of cottage industrics is interesting for its use of the

terminology ©f economics in an argument which had been stated

. 0
several times Detore.lz

It is now generally recognized that in
certain industrics tne middleman or
entreprencur plays a very important part
eees Listrioution is an important aspect
of modern trade and requires special
skills and had to pe paid i10or according
to the law ot supply and demand. The
State has, tnerefore, to look upon an
industry as an entity of interdependent
tactors of production, one oif which may
be the middlemen.... 1In certaln cottage
industries, such as handloom weaving and
Ellore carpets, tne middleman is not a
middleman per se, but is also a sort uf
factory owner or manager - an industrialist.
The only difference is that his workers
work in their own homes and not in a
pbuilding pelonging to the owner or manager.
If these industries are to be aided., the
middleman-manager-owner has got to benefit
to the extent at least to which an
industrialist who was given aid would
benet it.

There is here a categorical assertion that State Aid is
to be given to industries in which tne middleman dominates
because these intermediaries pertorm tunctions at least as
important as the other factors of production. It is the
culmination of the view of the problem described in some
detail earlier where an extremely negative evaluation

of the psychological traits of the home producers was
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compbined with a relatively more oojective understanding

. . . - 121
ot their sncio-economic position.

In 1936, in fact, there was a clearer enunciation of

industrial policy. The keport of the Department of Industries

for 1935-36 noted3122

Although there 1s no douot much to be
said ior the view that small scale
industries otficr, so far as India is
concerned, the pest solution of some

ot the <difticulties generally inhercnt
in the development of industries, it
must Pe recognized that the establishment
of industrics ot basic and fundamental
importance would render possible and
greatly tacilitate the cstaplishment

of new mediun or small scale industries.,
the finished products ot the tormer
functioning as raw materials in the
processes cmployed py the medium or
emall scale industries. For this reason,
and also on general economic grounds,

it is not advisaole to rule out the
estaolishment of large scale industrics
and, to concentrate wnolly on minor
industries, coming under handicrafts
and cottage I1nduscries. The advent of
c¢lectricity will, however, permit of
industrial development oeing spread
over a wider area oi the presidency
instead of being concentrated in large

. urban areass.

These views on the rclationship petween large and
small scale industry on the onc¢ hand, and the role of the
merchant-miadlemen on the other, are significant. They

emoody a cunception of the industrialisation process which
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would allow noth for modernisation of the industrial structure
and for the further growth ot capitalist relations in the

traditional industries.

Simultaneously with this view came the appropriate
focussing of the State Aid Act. The earlier position that
only enterprises in entirely new industries, or in
industries which were relatively undeveloped in the
Presidency, should be helped was restrictive. it
underestimated the risks involved in estaplishing new
enterprises, when finaence from the stock market, let
alone taritf protection, could not be ensured. Similarly.
the view that indepcendent home producers could be
orought within cooperatives while tneir erstwhile merchant
patrons looked on unconcerned was unrealistic. Development
of industries in whicn home producers predominated regquired cicher
either political mobilisation (even on the apparently
managerial task of forming cooperatives): or an acceptance
of the domination oy the merchants. If mooilisation
was not feasiole (this would be difficult in any official
etiort) then it was only logical to think of help to the
middle men, it industrial evolution was at all seriously

considered.

fis paper has tollowed the controversy on ooth points
in dispute - that of new enterprises in existing industries,
and that of zid to the mercnant. It has, particularly in
the second case, given the arguments ot oboth sides on this
essentially economic issue, although the arguments were
posed in sucial, political and cultural terms. The
resolution of these guestions in terms more favourakle to
industrialisation is itself a reflecticn of the growing
strength of the torces in favour of Indian industrialisa-
tion, primarily represented by the national movement.
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NOTwS

All references to Government Orders (G.0.s) refer, except
where expressly stated otherwise, to records of the
Development Department of the Government of Madras, kept
in the Tamil Nadu Archives, Madras.

2.

3.

Note for the Soard of Industries on The Provision of

¥ inagncial Assistance to Industries oy L.3.Green, Acting
Director of Industries, ifor the meeting on 30.3.1936

in G.0. (Ms) No.2272 ot 14.12.1936. G.0.No.360-61 (Ms)
of 7.3.1935 reviews the worxing of the Act during
1928-34 while over-pudgetting for loans is examined

in G.0.No.1133 (Ms) of 17.8.1935 and G.0.No.1153 (Ms)
of 20.8.1935.

See Note for the Board of Industries.

Legitimisat ion reguired steps to be taxen which were not
always conducive to industrialisation, as will be seen.
However, tne wmderstanding supporting the analysis of
this paper 1is that the responses occasioned oy the
legitimation requirements were themselves the channels
through which nationalist-movement aspirations retlected
themselves in official policy, to howsoever small a
degree. In other words, steps towards industtial
development were largely a result of the response te

the impact ot the national movement.

During the most of the period under consideration, the
Ministries were formed from memoers of the Justice Party.
The social compg@sition of this party is by now well
known. See, for instance, the tollowing works by

authors who disagree violently except on the social

base of the Justice Party. P. Ramamurti The Freedom
Struggle_and the Dravidian Movement (Or ient Longman,
Madras: 1987); &.F.lrschick Politics and Social

Conflict in South India : The Non-8rahmin Movement

and Tamil Separatism (University Press, Berkeley : 1969)and
Tamil ReviMalism in the 1930s :

C.3aker Politics of sSouth India 1320-1937 (University
rress, Camoridge. 1976) K

L. Arnold Congress in Tamil Nadu : Nationalist Politics
in_south India 1919-1937 (Manohar, Lew Delnis: 1977)

A. K. 3agchi "Needed: Political Lconomy of South India"
keview Article, Social scientist 7 (1973),71
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A theoretical examination of this propblem is provided
in Prabhat Patnaik "wmarket Question and Capitalist
Development in India" Economic and Political Weekly
XIX (1984) numbers 31, 32, 33.

A. K. Bagchl Private Investment in India 1900-1939
(University Press, Campridge : 1972) Chapters 2 and 14.

Public G.0.No.60 (Mis) of 21.1.1922.

kevenue G.0.N0.892 (Press) of 21.3.1914 tor the orders
to restart the Department of Industries. kevenue
G.0.No. 2802 (Press) of 26.9.1914 and No. 3468 (Press)
of 30.11.-1914 for details of some industries in the
Presidency.

kevenue (Special) G.0.No.374 (Ms) of 13.9.1918 for the
steps taken to start industries tor the war effort.

G.0.N0,1279-80 of 13.7.1921 has information on the
follow-up to the Industrial Commission's recommendations.

G.0.No. 1453 of 38.8.1921 fier the May 1921 Industrial
Conference at Simla.

Ge 0. No. 724 of 20.5.1922 for the 1922 Conference at
Calcutta

G, 0.N0.895 (Ms) of 28.4.1930 on request by Director of
Industries to continue Conferences.

Ge O.Ne@. 1363 of 21.7.1921 discusses the proposal for an
Industrial Bank in Madras Presidency.

Prefaratory note numpber 11 prepared for May 1921
Industrial Conference in simla in G.0.No. 1453 of
8.8.1921, p.27.

The sceptical note is to be found in G.0.No. 1363 of
23.7.1921.

Notin¢ s leading wto Development Secretary's noting
dated 19.5.1921 in G.0.No. 1453 of 8.8.1921.

Indian Industrial Commission 1916-1918 : keport (Supdt.
Govt. Printing, Calcutta : 1913), para 300, p.221.

The Industrial Conference was held at Madras on 16.5.1921.
Details in G.0.No. 1453 of 3d.38.1921.

The 3ocard of Incustries met on 1.3.1221. G.0.No. 1453
of d.8.1921.
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18. keview of the annual report oi the Department of Industries
for 1920-21 in G.0.No.2355 @s) of 21.12.1921.

19. Letter trom Director of Industries to Secretary Develop-
ment, number 3933/21 of 22.3.1921 in G.0.No.412 (Ms)
of 19.3.1923.

20. Ibid. Noting by Finance Secretary dated 6.8.1922,
p.28, of G.O.

21. Ionid. Newspapers dated 17.11.1922. 3oard of Industries
meeting held on 30.10.1322.

22. Ioid. Letter dated 14.11.1922.

23. GaQeNO. 181 0f 2.2.1923 and No. 218 of 8.2.1923 have the
names of the members of the Committee formed to draft
rules under the State Aid Act.

G.0.No.326 (Press) of 3.3.1223 contains the rules,

while No.1432 ot 11.10.1923 has the application form
prescribed. ‘The annual report of the Department of
Industries for 1922-23 in G.0.No.38 (Press) of 4.1.1924
has details of the scrutiny that the Statce Aid Provisions
had to undergo. Law (Legislative) G.0.No.246 (Mis)

of 30.10.1922 has members of the Select Committee which
examined the State Aid 3ill, while G.0.No.256 of
20.11.1922 of the same Department contains a report

on the Act sent to the Government 6f India.

24. G.0.No.771 of 29.5.1923 has an exercise in interpreting
the rules laida down.
By February 1224, an amending 3ill had already become
necessary. G.0.No.213 (Mis) of 4.2.1324. ‘The reference
to the guotation is in the noting by the Development
Secretary dated 10.6.1925 in G.0.No.1460 of 9.10.1925.

25. keport of the Department of Industries, Madras for the
year ended 31st March 1925 (Madras, Supd. Govt. Press :
1926) p.10.

26. Ioid.

27. Under dyarchy., in the case of any difference of opinion
between a Minister and the ! inance Member, the matter
was to be referred to the Governor. 'he Finance
Memper 's department was entitled to object to any
expenditure on financial grounds. A note on this matter
extracted from the dulletin of Indian Industries and
Labour ig in G.0.No.1047 (Ms) of 14.6.1921.

Details ot the controversy and its resolution are in the
notes to G.0.No.178 (Press) of 3.2.1926.
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The details are in the Second G.0O. mentioned in note
27. 'See also the keport of the Department of
Industries, Madras for the year ended 3lst March
1926 (vMadras, Supd. Govt. Press. : 1926) p.8.

In the year 1924-25, out of Rs.8 lakhs allecated for
loans Rs. 4. 60 lakhs were disbursed. In 1925-26 the
allocation was reduced to Rs.4 lakhs. However, the
dispursement was only Rs. 53,600, 1326~27 was still
worse. Of the Rs.4 lakhs allocated, Rs.22,000 was
disoursed. These figures were provided in the answer
to a lLegislative Council question and are available
in G.0.No.615 uf 30.4.1227. G.0.No.767 Mis) of
23.5.1925 also deals with State Aid loans for 1924-25,
G.0U.No.85 (Press) uf 20.1.1927 defines the terms
"cost of machinery" and "“cost of research'.

Report'ut the Department of Industries ... 31lst March
1926, p.10, G.0.N0o.1637 of 27.11.1926.

Report of the Department ef Industries ... 31lst March
1927, (Madras, supd. Govt. Press : 1927) p.8 G.0.No.1472
(Press) of 16.3.1927. There was also a legislative
Council guestion on the suoject in G.0.No.274 (Mis)

of 26.2.19227. .

Proceedings of the Legislative Council debate on the
State Ald to Industries 311l G.0.No.412 of 19.3.1923.
The question was to arise again in 1934 put, partly
because the Department of Industries did not establish
the characteristic of the system of hire purchase -
the fact that the assets oought with the advance provided
the security - the proposal was again rejected by
the Government. G.0.N0.1403 (Ms) of 3.10.12334.

Report of the Department of Industries ... 31lst March
1925, p.10, keport of the Department of Industries ...
31st March 1326, p.10; keport of the Department ~f
Industries ... 3lst March 1927, p.38.

In the notings for a response to a Legislative Council
question on whether the Government intended to do
anything it the State Aid Act was found defective,

it was stated that the Director of Industries in oral
evidence pefore the koyal Commission on Agriculture
had stated that the Act was a "dead letter". The
Secretary, Development, noted that these were his
personal views and as they had not peen communicated
to the Government, they were not pound oy the views
expressed. G.0.No.274 (Mis) of 26.2.1927.
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G.0.No,1074-76 (Press) of 15.7.1927., keport on the State
Aid to Industries Act for 1926-27, paragraph 17.

Ioid.

Apart from gquestions in the legislative council, there
were some specitic cases of individual initiative. A
note on Industrial Development and Industrial LEducation
to the Development Minister was forwarded to the
Industries Department, wno took no action on it
G.0.Na.1220 (Mis) of 27.7.1928.

A legislative council guestion on the details of the
capital employed in the Presidency in industrial estab-
lishments met with the regponse. that no data other

than those already available in the kepcrt of the
Department of Industries and the keports on the Companies
Act were available. The intention of the guestion was
clearly to argue in favour of greater effort on the

part ot the Government. G.0.No.709 (Ms) of 15.4.1929.

A private ©0ill to amend the State Aid Act was alsc
introduced by which enterpriscs in industries already
estaplished could get aid. G.0.No.2270 (Ms) of 20.12.1929.

Wwith the inc¢rease in the number of Congyress MLCs in the
late 1920s, the possibilities of non-otficial pills oeing
introduced became greater. The Government of India
initormed the rMadras Government that the Viceroy would
withhold sanction for introducing a private p&ll only

it (a) its provisions transgressed the competence of
provincial governments or (o) its discussion was

likely to aftect the puolic interest. Law (Legislative)
G.0.No.46 of 27.1.1923. Under the circumstances it

was the Governor's Council that had directly to bear

the opproorium of witnholding sanctiun on the grounds
that some provisions entailed increased expenditure.

Cf. G.0.N0.2270 (Ms) of 20.12.1929.

Noting dated 27.4.19238 in G.0.N0.1220 of 27.7.19228. It is
significant that the Development Secretary signed without
comment, a practice usually assoclated with an unwilling-
ness to either agrec or disagree with a potentially con-
troversial statement.

kecommendations of the Madras Provincil Banking Enguiry
Committee are examined in G.0.N0.2018 of 3.11.1930.

The Ebconomic Depression Enguiry Committee's proposals
are in G.Q.No.1691 (P) of 27.11.1931.

The Indian Central Banking Enguiry Committee‘'s views
are in G.0.N0.1369 (Ms) of 4.10.1235.
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v

e discussion is in G.0.No. 699 (Mg) of 12.6.19233.

fhis position was laid down in response to a guery from
the Retrenchment Committee. G, 0.No.231 of 3.2.13924.
This position was reiterated as thne policy in G.0.No.1253
Mis) of 10.7.1924. 1In the specific case of the toy
industry. the Development Department said that the
views of the ketrenchment Committee on the need for
caution in undertzaking new pioneer factories was
"entirely in accordance with the views already held by
Government" G.0.No.346 (Mis) of 21.2.1924. The
Government had alsc to face criticism on the grounds
that its soap factory was competing with private
enterprise, thus raising again the gquestion of
indef inite working of a pioneer factory G.0.No.2156
(Mis) of 19.12.1924.

his position was laid down while reviewing the work of
the Department of Industries during 1924-25. Presumably
it was influenced pv the criticism of the Retrenchment
Committee, G. 0. No. 1500 of 19.10.1925. It was reiterated
at the time of the Mettur Project completion. G. O, No. 699
(Ms) of 12.6.1933, Noting of 3.3.1233, p.S5.

Letter from Director of Industries to Development
Sccretary ot 8.4.1933 in G.O.No. 699 (Ms) of 12.6.1933.

Ioid. Noting on 22.4.1933.

I'he response of the Government of Madras is in G. 0. No.
598-99 (Mis) of 14.4.1921.

The letter irom the Government of India setting out the
position is in G.0.N0.1333 of 6.10.1322. After this

date the list of "sundry Industries" not registered under
the Factories Act was discontinued.

Ioia.

The response to the question is in G.0.No, 709 (Ms) of
15.4.19209.

The data prepared tor the koyal Commission of Laoour

is in G.0.N®.2194 (A) (Ms) of 11.12.1330. ~Proposals

to regulate unmechanised units under the factories

act were opposed Py the Government of Madras when
initiated oy MLCs, inspite of the Government of Indta's
favouraole attitude on the matter. The point is that
while factory legislation and supervision of working
conditions would have had some obenefit for the
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workers, it would also have encouraged modernisat ion

of the industry. The Government of India's attitude 1s
set out in G.0.W0.494 (Ms) of 9.4.1932. Attempts to
introduce a pill to regulate unmechanised units and the
Madras Goverrment's opposition are detailed in G, 0. No.570
of 25.4.1932, G.0.No.1436 (Ms) of 5.11.19332, and later.,
in G.0.No.114 (Ms) of 295.1.1936.

The proposal for the census from the Director General.,
Commercial Intelligence and Statistics is in G.0.No. 183
(Ms) (Confidential) of 38.2.1334.

Interestingly enough, the proposal came not only from
economic consultants to the Government ot India, 2ut also
from the Madras Champer of Commerce. It would seem that
this latter sody was converted to the view oy the ‘
increasing evidence of the growth of Indian capitals in
the text*le industry., in particular. The Board of
Economic Enquiry wnich would have been seen to be an
wunnecessary piece of Governmental intertference in an
earlier period, may now have been an impertant way of
knowing what industrial prospects were. G.0.No.1625 (Ms)
of 27.11.1934.

The discussion on the Development Board is in G.0.No.1325
of 1.11.1933. ‘

In the Industries Department, of course, criticism had

been voiced about the State Aid Act from as early as

1925 in the annual reports. ihe Development Secretariat
tirst expressed doudts in 1328 (neote 38). This was

more strongly worded in 1933, when the completion of the
Mettur Project posed the question of a more active inoustria
industrial policy. G.0.No.699 (Ms) >f 12.6.1933,

noting dated 22.4.1933.

Not ing dated 23.10.1230 in G.0.N0.2018 of 3.11.1930.

The Pilrector of Industries had suggested the need fer
an -industrial pahk while considering the proposals

ot the Indian Central sanking Enguiry Committee. in
G.0.No. 1369 (Ms) of 4.10.1235.

This was recorded in the review oif the Department of
Industries for 1934-35 in G.0.N0.1276 of 16.9.1935,
paragraph 4. .

Ioid.
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keport ot the Department of Industries ... 31lst March
1935 in G.0.N0.1276 of 16.3.1935.

The revised rules of oSusiness under the Government of'
india Act of 1935 regarding new legislation, the previous
sanction of the Governor, and so on, are in Public
G.0.No. 1458 (P) of 29.3.1936. The process of change

in the State Aid Act are available in G.0.No.595 (Ms)

of 15.4.1936 and ¢.0.No.2272 of 14.12.1936.

The reports on the survey of Cottage Industrics publi-
shed in 1329 bring out this point gquite clearly. keports
tor individual districts and a consolidated report

tor the entire presidency were pudlished by the
Government.

The theoretical position on the change from merchant to
industrial capital which this process involves is in
Karl Marx Capital Volume III (Progress, Moscow : 1959)
Chapter 20, especially pp.334-335. Capitzl Volume I
(Progress, Moscow : 1954) Chapter 25 deals with the
development of manutfacture amd factory production. For
india, see V.I.Pavlov Historical Premises for India's
fransition_to Capitalism (Nauka, Moscow : 1979) pp.4-31.
At the practical poiicy level, evidence of knowledge

ot the need for this transiormation is available in
several plasess cockeardyfawsohPO08, at a conference held
in connection with an All India Weaving Compet it ion,
several persons spoke in favour of the manufactory fourm
ot organisation. The joint stock company form was

also suggested. Other speakers praised the discipline
which work in manufactories incdicated among st workers.
keport of the Proceedings of the Conference held in
connection with the All India weav ing Competit ion held
at_the School of aArts, Madras on 2nd and 3rd March 1903.
(Srinivasa varadachari & Co., Madras : 1903) available
in G.0.No.5 (Mis) of 6.1.1925.

In response to an article in "New India", calling for
the development of small weaving manufactories, tre
Minister tor Levelopment advised action on the article and
suggested that merchants who invested in landed
property should take to the "mill industry" instead.

The practicality of small tactories (in tle absence

of suitaole economic measures such as standardising
demand and wages) was raised by the Government 's Textile
Expert and action was deterred. G.0.No.1588 (Mis) of
29.8.1921. A paper presented at the All indi~ EZconomic
Conference at Patna in 1922 argued that the middlemen

or Sowcar must became the focus of attention ot the
Department of Industries, and induced to change the
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form of organisation of production in cottage indu§tries-
K. Se Narayana Murtni The position of the Middlemen in
Village Industries.

(Chinthamani rrinting works, Rajahmundry : nd) in
Tamil Nadu Archives Library.

62. The case is made out in G.0.No.178 (Press) of 3.2.1926.
Also relevant are G.0.No.763 of 22.5.1925 and
G.0.No.77 (Mis) of 18.1.1926.

63. Noting py the Finance Member on 17.10.1925 in G.0.No.77
(Mis) of 18.1.1926.

64. Noting on 5.1.1926 in G.0.No.178 (Press) of 3.2.1926.

65. Stated in the Annual Report ot the Department of
Industries .... 31st March 1926, p.8.

66. ‘In response to a Legislative Council qQuestion on the
policy of the Government towards loans for small as
opposed to large enterprises, the Government stated that
the State Aid Act did not preclude small enterprises
from applying for aid, G.0.No.379 (Mis) of 18.3.19326.

67« Noting on 6.8.1922 in G.0.No.412 (Mis) of 19.3.1923.

638, In response to a gquestion in the Legiglative Council
acout what the Government was doing to encourage
cottage industry., the response was that the handloom
industry was the most important of such industries
and that details of promotional work could be found in
the annual reports of the Department of Industries.

It was presumaoly the most important in terms of the
numbers employed and as most of these were supordinated
to merchant capital, it was illogical for the
Government to specify that they would aid only the
minute numober of self-cmployed handloom weaver s.
G.0.No.1907 (Mis) of 12.10.1921. EFurther informat ion
on help to cottage industries taken from annual

1eports is in G.0.No. 113 (vMis) of 23.1.1925.

69. The Advocate Genéral's opinion was obtained in
G.0.No. 958 (Mis) of 5.7.1926.

70. Tnis is to be found in the same G.O. mentioned in
note 69. Interestingly the file not ing sent to the
Assistant Secretary says tnat there is no intormation
on the conditions under which cottage enterprises
ftunction.
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Ioid.

The Review of the State Aid Act for 1925-26 is in
G-.0,N0.1358-60 of 16.9.1926. Despite this, the
complaint was voiced again the following year in
G.0.No. 1074 of 15.7.1227.

The decision is in the Development Secretary's noting
of 20.6.1927 in G.0.N0.1329 of 26.8.1%27.

The Director of Industries made these proposals in
Gs0.N0. 1730 of 27.10.1327. I'hey were prought into
operation by an amending pbill.

The argument is in G.0.No0.1730 of 27.10.19327.

The first legislative council guesta.a is in G.0.Ne. 1450
Mis) of 14.9.1927 while the second is in G.0.No.1567
{(Mis) of 30.9.1927.

In response to the MLC's question the Government admitted
that upto the end of aAugust 1927 (adout three years

after the Act came into operation) no loans had been

given to cottage industry. In response to a turther
question as to whether the Act had any defects, the
initial noting in the file stated that "Section 5
/defining enterprises eliigible tor aid/ as it stands

at present 1is not detective tnough it is susceptiole

of peing interpreted in ditferent ways by difterent person
persons". In the actual answer given in the legisla-
tive council this was replaced by the statement that
Section 5 was "somewhat restrictive in character".

This was noted by the Director of Industries in
G»0-No.391 (Ms) of 5.3.1929.

It is interesting in this context to note that the
districtwise surveys of cottage industry, undertaken
py the Department of Industries in 1929 which will be
discussed later, adopted the looser definition advccated
Py the Department. Presumably it was felt that
information should be gathered asout the state of the
industries in which home producers prevailed, even
if aid could not be given to them as things stood.
The Special Ofiicer appointed to undertake the survey
even mentioned in his report that the Government's
definition was too narrow. An alert MLC asked in a
supplementary guestion on the issue of progress on the
action on the survey what the Government proposed to
do with this comment. However, the President of the
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Council closed the matter py observing that "“The que st ion
does not arise". G.0.N0o.1549 ot 11.9.1929.

The extract is quoted in the keview ot the Report of
the Department of Industries for 1924-25 in Gs 0. No. 1432
of 1.10.1926.

Ipid.

Ioid.

The help to cooperative societies by the Department of
Industries was detailed in G.0O.No.1662 (Ms) of

8.9.1921. The problems of handloom cooperatives were
discussed in G.0.No.318 of 3.3.1325. The first assertion
that State Aid would be given to cottage industries

when cooperatives were formed is in G.0.No. 958 (Mis)

of 5.7.1926. 1t was repeated in G.0.N0.1329 of

26.8.1927 and reasserted by the Finance Member in a
noting dated 12.6.1330 in G.U.No.1317 of 3.9.1931, p.66.

The attempts are described later in this section.

Details of the very few cooperative societies tunctioning
in cottage industries are available in G.0.Ne.1703 (Ms)
of 6.9.1930.

At a practical level this is described py the Registrar of
Cooperative societies in his letter C.3537/30 dated
19.7.1930 to the Development Secretary in G.0.No.1317

of 3.9.1931, p.36. :

The ketrenchment Committee's remarks and the Government's
comments are in G,0.N0.1138 ot 21.6.1924.

Paragraph 259 ot the Retrenchment Committee's Report
discussed also in G.0.No.318 of 3.3.1926.

Here then is the apparent expression of interest in the
welfare of the weaver and indifference to productivity
increases wnich would facilitate the accumulation of
capital oy the merchant-middleman.

In G.0.N0.1138 of 21.6.1924.

And it was also in response to this criticism that the
Government ordered a survey of cottage industries

in the Presidency.
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Paragraph 16 of the Report in G.0.No.1074 of 15.7.1927.

kesponse to Legislative Council guestion in G.0.No. 1597
of 31.8.1921.

A gquestion in early 1922 was asked about the increase

in the number of spinning wheels, handlooms and output

ot hand sgpun yarn. It was recognised in the Development
Secretar iat that this was a response to the Congress
Khadi Programme. Almost simultaneously another question
was asked aoout Government support to hand spinning.
Ge0.NOs.137 and 133 (Mis) of 27.1.1922. The resolution
(humoer 174) was moved py Vellingiri Gounder and '
got 24 votes in favour and 59 against it. The debate in
the council took place on the 14th and 15th December

1921. G.0.No.177 (Mis) of 3.2.1922.

The Department of Industries' Textile specialist undertook
a uetailed examination of hand and mill spun yarn
economics in response to a note sent to the Levelcopment
Minister advocating hand spinning G.0.No.7938 (Mis) »f

15. 6. 1322.

In 1523, another guestion on hand spinning met with the
response that the Government's position had peen set
out in the Development Minister's speech in the debate
on the resolution moved in December 1921 G.0.ko.9 (Mis)
of 3.1.1923. :

The objection to helping handsp inning-usually
undertaken by women from the poorer peasantry may have
pbeen because the concern lay with a particular
section of the peasantry., and not with "agriculturists"
as a whole. the remarks of the Director of Agriculture
to the guestionnaire prepared for the cottage industry
survey are interestings:

it is dmportant to ascertain just how much

spare time the people have to devote to cottage
incustries. It will be noted that evidence _given
betore the Royal Commission /on Agrlculture/
differs very much in this important point. It
seems to Pbe usually assumed that the ryot is
"idle" and has a lot uf spare time on his hands,
out 1 do not agree that this is usually the case.
The dry land ryot may have a good deal of spare
time, put the wet land ryot has much less and
the man with second crop lands has probaply none.

u
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fhis is a curious noting given that the concern
ostensibly lay with the bulk of the peasantry. Clearly.
most of them would be cultivating dry lands and
therefore the statement that it is not "usually the
case" that the peasants had a lot of spare time is
incorrect. The tone of the passage is as if the
concern was solely with the richer peasants with
irr igated if not douole cropped land. 1t would then
appear that the Director of Agriculture, at least,
was under the impression that the upper sections of the
peasantry were the oojects of attention, and was
pointing out that as tney had little spare time.
development of cottage industries was an inappropr iate
method of supporting them. This point is signif icant
in terms of the fact that during the depression little
was attempted to substantially €ase the Jurden of the
crisis on the peasantry. Noting on 7.2.1927 in
G.0.No. 250 of 21.2.1927.

The proposal was initiated jointly by the Director of
Industries and the kegistrar ot Cooperative Societies.
G.0.NO. 539 0f 1.4.1926. The deputation was extended
at the end of the year, G.0.No.1271 of 19.3.1927. A
report on the first year's work is in G.0.No.1117
(Misc) of 22.7.1927.

In paragraph 18 of the report for 1926-27 in G.0.No. 1074

- of 15.7.1327.

letter from registrar, Cooperative Societies to Development

Secretary No.C.3537/30 dated 19.7.1930 in G.0.No.1317 of
3.9.1931, p.36.

The Cottage Industry Survey itself was a result of the
criticism by the ketrenchment Committee of the work Of
the Industries Department. G.0.No.1138 of 2.6.1924

and G.0.318 of 3.3.1926. The orders for the survey are
in G.0.No.1432 (Press) of 1.10.1926 wnile G.0.No.167
(Mis) ot 3.2.1927 sanctioned a special officer and
staff for the survey.

€.0.No.225 (Mis) of 15.2.1927 set out the instru.cions
ior the conduct ot the survey while G.0.No.250 of
21.2,1927 dealt with a Press Communique, G.O.No. 1544
(Mis) of 28.92.1927 dealt with the work of the special
officer appointed to conduct the survey. Also of
interest is G.0.No.693 of 14.5.1927. There was
sustained intetrest in the survey both in the Legislative
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Councii ana in the press. (Council gquestions oegan
almost immediately the special oificer was in place

and are found in G.0.No. 1305 (uis) of &.11.1927,

Gs0.180. 2022 of 29.11.1927 and G.U.No.2033 ot 30.11.1927,
wnile a press comment in swadeshimitran on the report
is translated 1 G.0,N0.16%4 of 7.10.19209.

The history of the ©ill, introduced in a truncated form
with the deletion of most of the operative clausecs

and finally voced down when moved in the assembly

is in G-0.N0.2270 (is) of 20,12.1929. rthe pill itsclf
is detailed in G.0.No0.346 of 15.4.1 230.

The proposal is in the letters from the Director of
Incustries to the Develooment Secretary numoer

978 A/23 of 1.10.1929 and 13.12.1929 in G.0.No. 38 (Ms)
of 7.1.1230.

Letter from Director of Industries to Development Secretary
number 136 4/30 0i 4.3.1230 and trom kegistrar of
Cooperative Societies to bevelopment Sccretary numbder
C.3537/30 of 19.7.1330 in G.C.N0.1317 of 3.2.1931, p.7

and p.36 respectively.

rrotessional dishonesty was “ingrained" in them. JIhus

"The upper folding of the cloth or the oorders will

always be closely woven and smooth, the middle portion
will be scamped, rough and loosely woven'. 1f the
intervention ot the middleman was iemoved irom the
2ile carpct or cotton jamkhana induscry "the weavers
would use chunam wool or tannery wool 10r cut wool,
and cheap tugitive dyes tor reliaple fast dyes....."

Bote on weaving Socicties paragraph 12, page 8 in
Ge 0. No. 667 (i4s) of 5.5.12931. ‘

Letter from Lirector of industries to Deve lopment
Sccretary nunber 973 A/29 of 1.10.1929 and 13. 12,1229
in G-.0.¥0.38(Ms) of 7.1.1930 and nuuder 136 A/30

of 4.38.1330 and 841 A/31 of 5.6.1331 in G.O.No. 1317
of 3.9.1931.

Letter irom kegistrar of Cooperative Societies to R
Levelopment Secretary number C.3537/30 dated 1 J.7.1930
in G.U.No.1317 of 3.9.1931, p.36.
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Letter firom Lirector of 1lndustries to ngelopment
Secretary Nowsdd @313 HE3.&HBEAEBL In7. L5520 in
Ge0O.NO.1317 of 3.9.1931, p.Xa.

keterence in note 38, paragraph 3, page 1.
lboid. Paragraph 13, page 10.

Letter trom Lirector ot Industries to Development
Secretary Number 136 A4/30 dated 4.8.1930 in
G.0O.N0. 1317 of 3.9.1931, p.7.

keterence in note 100
keference in note 104
kefterence in note 101.

The origins are in the references of note 94. legisla-
tive Council questions on follow up action to the
surveys are in G.0.No.386 of 5.3.1929 and G.Q.No.1549
(4s) of 11.9.1929. Another Question on the role of
hand-spinning is in G.0.Np.2029 (Ms) of 13.11.1929,
to wnich the answer was that the Cottage Industries
Committee would examine the proolem. A textile
conference was also held as a result of pressure in -
the council G.0.No.509 (Press) of 22.3.1929. another
quest ion was asked aobout the production of yarn and
cloth in each district. The response was that no
information was availaple. when the Minister was
asked aoout the All India Spinners' Association,
he admitted knowledge ot it out said they had not
Leen approached.

The Committee‘s estaplishment is followed in G.O.No. 1694
(Ms) ot 7.10.1929. Its report is in G.O.No. 864 (P)
of 21.4.1930.

Paragraph 8A of reference in note 104.

The Assistant Secretary in the Development Department
had suwported the view point of the Department of
Industries, noting of 22.5.1930, p.65. The Finance
Member's Statement of 12.6.1930 is on p. 66, while

the Finance Department's comments are dated 22.1.1931,
atter a long tussle, in G.0.No0.1317 of 3.9.1931.
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This intormation was given in an answer to a Legislative
Council guestion. G.0.No.571 (Ms) of 16.4.1931. A
proposal for waining programmes tor village artisans
was rejected G.0.No.178 (Ms) of 7.2.1931. In response
to a suggestion trom the Government of India that the
annual report of the Lepartment of Industrics contain
a separate chapter on Cottage Industries, the response
was that the Cottage Industries Survey had been
undertaken to improve the conditions ot the rural
population. Similarly, Collectors were permitted in
consultation with the Director of Industrics to sell
raw materials at a recasonapble rate to small
industrialists. Auction of such material was no
longer necessary. See G.0.No0.33-84 (Ms) of 15.1.1930
and G.0.Nc.1279 (Ms) of 9.12.1930 respectively. On
the other hand, the estanlishment of an emporium in
Madras and an agent in London to sell products of
cottage industries was deferred as was another proposal
to have an emporium for non-artistic cottage industry
products. G.0.No.312 of 1.3.1932 and G.0.No.307 (Ms)
of 27.2.1935.

keport of the Department of Industries . . . 31lst
March 1932, p.5.

An indication of this was a reguest from the Government
of India for an account of brogress in industrial
development G.0.No.514-5 (Ms) of 16.4.1934. Schemes

tor rural reconstruction were asked for by the Madras
Government trom the field agencies of the Development
Department. G.U.No.1014 of 22.7.1935. The

Government of India also asked for a report on the
activities of field agencies in the sphere of rural
development while tne implications of rural

indebtedness for the work of the Department of Industries
was descrived in G.0.No.1790 (Ms) of 14.12.1935. keports
©f the field agencies are in G.0.No.1402 of 11.10.1935.

This was voiced in the keport of the Department of
Industries ... 31lst March 1936 where it was stated
that competition came from Japanese imports, and

trom tne 3Bombay and Southern Region mill industry.

The argument was even voiced that a system of reserva-
tion of production might be necessary and this would
be justified as the handloom sector was ftour times as
important as the mill sector in terms.of produvction
and value "and many times more important in respect

of the employment which it provides" p.49. ' Sze also
G-0.No.732-33 (Ms) of 19.6.1933 and G.O0.No.1232-33 (Ms)
of 29.8.1934 for attempts to detfine Khadi.
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Ihe subvention, and formation of the apex society,

is discussed in G-.0.No. 3.3.1935. The 3oard

oi the Society was set up shortly afterwards.

G.0.No. 968 of 13.7.1935. Some minor.-moditications

were later made to the apex-society as in G.0.No.-205."
(Ms) of 12.2.1336. Much more significant was the
alixiety expressed py officialdom of the tendency
towards "independence" noticed in the society.

~Note 1, Note for the goard of Industries paragraph 8. . __

Interestingly., the Director of Industries had pointed
to. the -example cf_the. 3ihar -and Orissa. .State-~Aid_Act...
where machinery on hire purchase oasis was made

. available. rils argument was that hand operated

machinery, if not power driven .machinery.,. was necessary.
if home producers were to be able to deal with
competition from factories. This argument was

e

~made. in 1931.but.did not-apparently form the basis

for the case made later in 1934. Letter from Director——
of Industries to Development.Secretary mumber 72t-3/31

of 28.4.1931 in G.0.No.1317 of 3.9.1931, p-409. See

also reference in note 32.

. Note tor the 3card of Industries paragraph 1. I.“Jeta_l.'li_.sﬁw

are in G.0.No.1056 (is) of 30.6.1936 and G-Q.No-2272 —-
of 1¢.12.1936.

. Noting 1 in first reference mentioned in-note 119 _ - ___

The difference here was that a mere descriptive
elavoration of the positive aspects of the middleman's
role was replaced oy the location of this role within
an economiec theory of distriobution, giving it thereby
greater apparent authenticity.

keport of the Department of Industries . . . 31st March
1936, p.11. '
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