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EVOLUTION OF INDUSTRIAL POLICY IN THE MADRAS PRESIDENCY:
1200 - 1947

In no other realm of public affairs was the difference

between British and Indian perspectives as wide, indeed as

1 disF irreconcilable as in that of economic
sopny and financial and industrial peolicy.? To begin

the British allowed mercantilism to be the guide;

1813 f;ee .tréde became the standard view point.
Mercéﬁtilism protected Brifish manufacturing and shipping
from Indian competition and this initially reserved the
benefits of fﬁé eésfern tradé hrincipally to British
interests. A{fe;- British cotton manufacturing became the
ﬁost efficient in the world, protective policies were no
longer neceéa;ry. vénd through free trade inflicted a
ﬁevastating lﬁfluence on iﬁdian maﬁufacturing. By way of
recompense 1ater, the British sought to improve the economy
6f' India fhf&ugh programmes of qapital investmgnt,
agricﬁltural technology and public works but these were
never notably succesgsful.

The jﬁstifiéation éor the misappropriation of India’'s
meagre rseavenue resources werse summed up tersely by’ a War
Gffice memoéandum that stated categorically: ~"India is a

dependency of the Britlsh Crown, and our rule in India could

lll G(overnment) O(rdera) refer to those issued by the
Madras Government unless otherwige specified. ’
1= For a more detailed discussion of British attitudes
towards India covering a number of fields see Bearce,
George.D. Britigsh Attitudes Towards India '1784-1858, Oxford
University Press; 1961 and.Wolpert, Stanley. Morley and

India, 1906-1910 University of California Press, 1967,

apeclally Chapters 8, 9 and 10.




not be maintained for a day withqgtkthe moral and material
support: éf the Brifish Empire.{.The principles of fair
dealing enunciated (by Lord Kitchner) might be applicable
enough Vto‘ twé independent states in alliance with each
other . They are inapplicable to a dependency inhabited by
alien races, our hold over which is not based on the genheral
goodwill of those disﬁgited races "%

Curzon admitfed before the Lords “that Indian fiscal
policy is settled‘and decided not.at all at Calcutta but.;n
Manchester: not in Indlan interests but English.”2 The high
cost of India’s c¢civil and military establishment cqupled
with the paucity. of Induastrial development placed the
heaviest burden of Indian revenue upon its impoverished
Peasantry, the financial 1load on wﬁom_;@mained heavy even
during years of famine. The moﬁumentgl failure of the Raj,
for alil itse seemingly nobly exalted efforts and petty
piecemeél refcrms;“ were pithily summarized in Ramsay
Macdonald’s statement to the Commons after nearly one
century of Britggh paramountcy: *The best description ever
given of India was that it was a land Q§ poverty stricken
people. 4

‘The beginning of the 20th century saw the rise .of  a

nation-wide agitation for economic gelf-sufficiency - - the
Swadeshi movement -~ with renewed and more vociferous demands
for fiscal reform, specially tar{ff protection for

2. Wolpert, Stanley, Morley and India ‘op.cit, p 216
3. Quoted in Wolpert, Stanley opicit. p 223
4. Quoted In Wolpert, Stanley op.cit: p 227



indigenous industries and discriminating ‘intervention on
behalf of the growth and development of Indian industries.
Indla’s demand for Swadeshism also found forceful
spokégpersonsd among Britons in Londen and Calcutta but
throughout this era, official économic policy was really no
more than, what Wolport refers. to as "a futile holding

action, the tacit affirmation of an intolerable status

In the Madrasgs Présidency, however, the closing stages

12th century and’ the dawn of the 20th century saw

[0 354
vigorous attempts being made to stimulate industrial
activity in the Province thanks . to the ambitious,

p;pneering,#never—say—dié personality of Alfred Chatterfon,
ai enéineer by profession who was appointed Super;ﬁfendent
of the School of Arts in Madras in 1897. _Beginning with a
small grant from Government in early 1898 for experiments in
the manufacture of aluminium vessels in the School of Arts,
so much proéreés‘had been made by 1899% that the government
applied to the Secretary of State for permission to ehploy
Chatterton for a term of three years in furthering the
progress of techﬁical and industrial education ;n the
Presidenéy. ”ft was further propossed that he should devote
himgelf to the’festoration, organization and developmeht'of
these technic%&s.trades and ‘indugtries, especially metal

‘workﬁ and conneched atts, which . appeared most- likely to

5. Ibid. p 228

6. Thig and the next paragraph has ‘been drawn from the
"HMemorandum on the Department of Industries in the Madras
Presidency’, Home (Education) G.0.No.141, 7 February 1917.



. prove sguccessful, and that he should pay special attention

to the following matters:-

1) The development of the aluminium industry;

2) The inspection and reorganisation of existing )
industrial schools and the establishment of new
ones ; :

The development of indigenous industries; and
the establlishment of a manual training class in
the College of Engineering Workshop or elsewhere.

L
R

The Government of India recommended these proposals for
gsanctlon subject to the reﬁark that too much had been done
in the way of the commercial development of the“aluminium
indusgtery; but the Secretary of State sanctioned the
proposals, merely adding the remark that he had noted that
the aluminlﬁm industry would be 1left to‘privéte enterprise

as soon as the success of the industry was assured, and that

trade would benefit by the mefhods which had been adopted

under Government supervision. It is evident therefore that

in 1900; fhe Secretary‘.ofE Sgaté had no objection to the
working 6; pioneer‘indﬁstfigghbyﬁéovérﬁment on ‘a commercial
sdale, ;;ovideduthat as soéﬁjas‘fheir success was agsured,
they wére haﬂdea‘séver to private enterp;iséh (emphasis -
outrsg)- 7

Thus began a more direct intervention by the Government
in certain sphereé.bf industrial activity in the province
without the giép%;f‘ any formally‘ la;d out pian specifying
physical and/or financial targets. The atéempt in -this

paper is to trace the evolution of an industrial policy in

7. Ibid



thia province from such beginnings, documenting in the
process,

(a) the objection to the very idea of statg intervention in
what was considered to be the exclusive preserve of private
enterprige - the objection ostensibly being premiseq on the
principle of laissez-faire bgt in fact rooted in imperial
self-interest;

(b) the acceptance later of the need for the state to
intervenne pogitively to promote industrialization but the
inability Qf the state = to tranglate intentions into
fruitful aétion conseguent upon industry being declared a
‘prqvinciai gsubject without backing it wup with adeguate
fiscal/flnanqial autonomy for the provinces;

(e) the inability of the state then (as of now) to involve
the brivate ;ector/indigenous entreprenesurs in the process
of planning for Iindustrial development, even after realizing
that the successgsful implementation of any plan would require
the active collaboration of the priﬁate sector.

The paper itself is divided into five gections. The
firgt section describes the initial éxpariments undertaken
by officials in the provincial government resulting in the
setting up of a department of industries to formalize all
such attempts and to foster industrial development in a more
organized manner. The convening of an Industrial Conference
in 1908 ahd the far reaching Iimplications of the resolutions
passed at this conference resulting in the eventual closure

of the department of industries in 1911 marked the first



phase of activity. The gecond section records the
subsequent development, namely, the disappointment all over
the country over the 8Secretary of State for India’s‘action
in closing the department and the dissatisfaction over its

subslitution by a bureau of industrial information, 'the

up ©f the Indian Industrial Commission in 1%16 and
the hope generated thereby of a more positive and purposeful
intervention by the atate in the induatrial activity of the
country in general and the province in particular. The
tﬁifd seaction takes off from ghe post-World Uar I period
;pto thé eve of independence with. discusgion being céntred
around c¢ertain poliqy pronouncements made: at differént
intérvals.- Thé foﬁfthfsection attempts at putting together
some quantitative inf;;mation culled from census and other
documents on the growfh of the indgstrlal population and the
cofpor&te sector iﬁ the Madrag Presidency. The éifth and
final section attempts at bringing together the various

‘iasues thrown up by our study.



The activities initiated during this period leading to
the form;l setting up of a department of industries have
much to do with the drive and initiative of Alfred
Chatterton. Chatterton spoke .and wrote. extensively on
various aspecté relating to the industrial economy (or
rather its absenée) of the Province, emphasising at every
atage +the need for active state promotion of industrial
activity in order to provide conditions conducive for
private enterprise to take off. Realizing the enopmity of
the task, he was convinced that it was impossible to expect
anylgreat industrial deveiopment in the Madrag Presidency
for many years and all that could be done was to start work
by providing éound foundations on thch subsequently it
would be posagible to build something-®

Chatterton spelt out the line of policy which he felt,
the state in general and the Madras government in partlculﬁr
should adopt i1f the two were serious about taking active
measures to better fit the artizan of the country to meet
the stress of Western competition. In a Hembrandum on the
Encouragement of Indigenous Industries in India” he pointed
out that in'HadrasAalone, upwards of two crores of rupees
worth of piece-goods were being annually imported and it

therefore geemed +to him a much more hopeful matter to try

8. “Note’' by Chatterton in Papers relating to the Industrial

Conference nheld at Ootacamund in September 1908, Madras,
Covernment Press, 1908 p 4 (Henceforth “The Papera’)
9. Chatterton's Memorandum recorded in Educational

G.0.No.40, 24 January 1901.



and rpregain *tThe 1locgal market in cotton fabrics than to
& new markets in distant countries. He also
felt +that an  enormous impetus would be given to local
industries_ifvthe government of India were to dissue orders
that the pgblic works in this country were to be carried out
with 1o;ally mganactured storeas wherever it was possible to
doi s0. While no great industry could be established on
thggé “1;ges, a wcertain amount of sSuccess would encourage
fuétﬁgr_effgrts and such simple beginnings would ultimatély
1e;drto larger results than could be obtained by adoption

from the outset of the huge scale of working:  in iron which

prevailed in wegtern countries. His «hisf idea was to try
and make i HMa'.aa the articleg which wene then' imnported: and
® that with the attainment o©f some measure of

he was ,w
success in this direction private espterprise would take the
matier up and would do the needful -in the way Of ‘export
‘trage.i} Both, in . cotton and silk, spinning and weaving as
conduqted by the 1local pqpulation needed to be carefully
studied in avery branch and it was ' possible that
improvements could be effected in many details which'06u1d
be within the range of the weavers to adopt that would
enable theém .fo earn.. a bféir living in compétiﬁion,'yifh
m§chine?y, ,Uhile_théiexpenditure of a few lakh of rdpéeg
would not revive the Indian industries that were suffering
from coﬁpetition with the West, a Jjudicious sbending of the
zame, in Chatterton’s.opinion,‘woqld serve to bring out the

latent s8kill and capacity of the people in those branches of



handicraft that had become hereditgrv occupation in the most
rigid sense.

The aluminium Iindustry together with his work as
Superintendent of the School of Arts occupied the greater
part of Chatterton’'s +time during the period he was on
special duty but this tenurd of his was also marked by the
inception of experiments with hapdloom weaving, with oil-
engines;band. with chrome-tanning. in order to convert
Chatterton’s appointment to a more permanent one and also
organisevhiﬁ development activity on a stable and orderly
basis a scheme was submitted to the government of India for
the fufthérradvancement of the indugtrial development of the
VPreSidéhay.1° To that end it was proposed to create a
departﬁént which would make a survey of existing. industries
and would investigaté the possibility of creating new ones.
Thebé were no proposals to work industries experimentally on
a commercial scale, but merely to initiate experiments which
might éssist private enterprise to take up fresh industrial
'undertakings. It was also proposed to establish a bureau
where the best av#ilable advice on industrial methods could
be obtained.

By this time Lord Morley had become the Secretary of
State for India and he didrnot view the general principles
underlyiné tiie @cheme with much favour. He regarded with
scepticism the prospect of attaiﬁing satisfactory results

from the direction of stéte_effort towards the creation of

1Q. ‘Memorandum on the Department of Industries’, op.cit
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industries, and he doubted whethasr the lack of industrial

in the Madras Presidency might not be

energy  and Dprogoad

due to economic causes beyond the reach of state endeavour.
However, by way of experiment, he sanctioned the creation of
the new department and the appointment of Chatterton as the
Director of_Induétrial and Téchnical' Enquiries . for a term of
five years. Thus the Department of Industries &ame into
existence in August 1966.7"°

A Dbrief note on some of the activities of +the
department would not be out of place.’1®

Initially at his own expefise and later“with the help of
a small grant'gf Rs.3800/- from the proviiicial government,:
Chatterton began his experiments with aluminium which became
an integrél part of the work of the School of: Arts. Copper-—
amiths and bell metal founders were emnloyved, indigenous
ways of working were initially adop;ed with changes being
introduced very slowly énd at convenient oppdértunities.
From +ths outset there was a good ‘demand from the military
authorities and ﬁrom~Burcpean§ for aluminium vessels and by
establishing agents and’ subsidiary 'workshops at various
places, the Indian demand was also stimulated.

The work and the fair amount of success achieved by

the aluminium department broughf forth protests from all

11. Ibid - é . 2 -

12. For a detailed account of the experiments undertaken by
Chatterton and the controversy generated by his alleged
interference with private enterprise, sSee Swaminathan,
Padmini "State Intervention . in Industrialization: A Case
Study of the Madras Presidency (South India)”, Working Paper
No.99, Madras Institute of Development Studies. Madras,
January 1991
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over +the country including the company that Chatterton
ﬁelped to set up, namely, the vindian "Aluminium Company.
Chatterton, however, gave a vehement juétlfication for the
need and continuance of such work at the School of Arts:

"The qluminium department of the School of Arts is an
experimeﬁt in industrial education on lines which I think
are suited to the country. 1 stafted wérk in a perfectly
;fresh field;_it has_beeﬁ»so far successful and I think it
would Bé a ‘greét >pity not to allow the experiment to be
carried fight through. It is the first time any assigtance
oh a écale commensurate with the necessities of the
situation has ever been réndered to Indian artizaﬁs, and it
seems to me desirable . that the principles on which the
alumlniﬁm business has been developed should have a fair
trial. The fact that the aluminium department costs the
‘government nothing, and that it returns a fair rate of
interest oﬁ the capital invested is a result that has never
been achieved in any industrial school before and indicates
how much it is possible may be accomplished to better the
position of indigenous Indian industries if government will
provide fhe artizans with suitable sgscientific and commercial
agsistance.”®

But in 1903 it was decided that the time had arcived -
when private enterprise could be left to carry on the

business unaided. Accordingly in September of the same

13. Letter from Chatterton to the Director of Public
Inatruction dated Madras 31 July 1901, A1/1881 - Educational
G.0.Nog 522-523, 16 September 1901, p 8.
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vYear, the Indian Aluminium Company took over the aluminium
department of the School of_Arts_aft&r.valuation-

‘"The aquastion pf intervention by goverhment in .the
Madras tanning»@ndgstry was taken up in January 190374 when
the Chambar of Commepce waé'coﬁsulted as to the causes that
hadrled to theidepline of the industry‘in Madrags and as to
whethéf government could dQ anything to‘assist the industry.
The’Chamber ascribed the decline to é natural reaction of
over prqduction in‘the previous years and opined that <the
i;dust;y would revive in the natural course without
interference by _goyernment~ . The Chamber also felt that
chrome tanning was not feasible in Madras owing to climatic
difficulties. ’ Chattertonfl however, was convinced that
chtomé tanning hadvto be introduced in. India if the tanning

industry was not to pear .altogether. Chatterton

devoted his fime and energy to orn= class of. leather goods

which were in vy wilw, namely kavalais or
buckets for 1ifting water from wells. According to his

egstimate thé«?r@sidency used not less than a million hides

every vear fﬁyvﬁﬂiﬁ article alone. Though the buckets were
made of weli tanned leather, constant immersion in water and
exposure +to a hot sun caused them to deteriorate very

rapidly putting the ryots to a2 lot of inconvenience.  The

introduction of chrome tanned leather for these buckets

14. "Memorandum on the Department of Industriea’, cp.cit
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promiged to be a great improvement .and offered very
considerable progpectg of commercial succega.’®

Chatterton’as experiments placed beyond any reasonable
doubt the fact.that chrome leather could be manufactured in
Madras - and that it waé well adapted to the needs of the
country. From the making of kavalais the industry
diversified to the mnaking of boots and ‘shoes and in the
process the business attracted considerable attention émong
the local tanners with the number of applications for
admission to work in the tanning department rising
congiderably. Chatterton attributed the initial failure of
those people who attempted to start chrome tanning units of
their own to the inadequate appreciation of the fact that
chrome tanning is a chemical industry and Vrequires the

possesaion of regquisite sgcientific knowledge. He was

~

convinced that before any very 1large business in this
leather could be secured it wouid be necessary first of all
ta train sufficient number of local chemists to carrcy on
practical work in the tanneries and at the same time to
bring the products of the latter prominently before the

agricultural population.

15. From among the extensive writings of Chatterton the
following give a comprehensive idea of the tanning and
leather industry in the Madras Presldency.

(a) A Moncsrarh on_ Tanning and Working in Leather in the
Madras Pregidency, 1904.
(b) Agricultural and Industrial Problems in India,

G.A._Natesan and Co. Madras, nd.pl03-119.
() Industrial Evolution in India, the Hindu, Madras, 1912,
(Chapter VII on Chrome Tanning, p 163-202).
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The increasing scale of operaitions necessitated  the
removal of the tanning department from the School of Arts,
and in Mareh 1%08, the department moved over to a tanner& of
its own at Sembiam near Madras.*® The commercial side of
the venture attracted a lot of attention and protests were

N ;
registered by notvjuét the members of the European business
community in Madras but also from oufside the province,
namely, the Upper India Chamber of Commerce. In his reply
to thege profeéts Chatferton referrad t¢ the circumstances
under which tha“§overnment had started +the chrome leather

.

ndus _Lg\ namaly, after the Chamber of Commerce had clearly

o

L‘A

étated that chréme tanning was not commercially feasible in
Hadra& owing ﬁo climatic conditions.?” Deprecating the
‘aititude of the Chamber, Chatterton . mainfained that the
létter had no idea Mgeyond taaning Vskins for export:” the
tannéfs of Madras afe $§in1y engagedvln the export trade and
céfe little or n&énlug tor the infernal trade, ahd Ithink I
may £&lr1g c¢laim that lt iz entirely due to our effortc that
the local= demand fqp. leather has received such meagre

‘artention ag ,haé recently'-baéﬁ bestowed ‘upon it ee. iIf

Governﬁent had no%‘embarkpd ‘on the manufacture of chrome
leather the condition of thlngs would have been the same as

theyzUére five yeatrs ago.v18

1

traticti- Report of.: the Department of Industries
) 8 - Ravenue G. 0.No.2112, 3rd August 1908, »p 7 .
17. Demi-official  from Chattertom to A.G.Cardew, Secretary
to the Madras Government, Revenue Department, dated ©&6th
October 1908 - Notes to Revenue G.0.No.é41, -8 March 1909.

18, Ibid ’

16. Adminis
“for 1907-1%
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In 1905 when Chatterton had visited Cawnpore, he was
told by the representatives of M/s.Cooper Allen and the
North West Tannery that there was no future for chrome
leather in India; but after the work and fair success of the
chrome tanning department in South India »they had so far
changed their opinion to put forward +the bropositioq,that
the industry ié now sufficiently well establiahed to be made
over to private enterprise.”?? In Chatterton’s opinion
which was endorsed by his superiors in the government, the
time had not wvet arrived to stop the experimental work in
the government itannery or to hand the tannery over to
pirrivate snterprise. However, following the Secretary of
State for India’s despatch disallowing the setting up of a
depaftment of industriesg and/éf the active promotion of
industries in the province, the government had to withdraw
from the venture; in the beginning of 1911 the government
tannery wag sold to the Rewah Durbar. “"The chrome leather
industry is now firmly‘established in India, at any rate as
regards certain class of leather, and there is no doubt that
the government of Madras helped materially to contribute
towards this result._"2°
| In the case of xweaving, Chatterton added an
experimental weaving department to the School of Arts,
Madrasg, with the object of improving the methods of

handweaving in the South of India. Chatterton’s idea was to

19. Letter from Chatterton to the Secretary to the Madras
Government, Revenue Department, dated 10 March 19209, No.80-G
~ Revenue G.0.No.1160, 30th April 1909 (Confidential)

20. "Memorandum on the Department of Indugtries...” op.cit
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try Lhe European loom or simple modifications of it for

of cloth. - The results of the

weaving indigencus varis®
experiments undertaken in HMadras based on successful field
regults in the Basel Mission workshops and Bengal were not
really satisfactory.?®? Initial failureg only strengthened
Chatterton’s resolve to pursue his - experiments more
vigorously. Collecting more information from other parts of
the c¢ountry was one part of his programme. More important
he t:ied to analyze why looms which had succeeded in one
place were not effective in Madras. He wag convinced that
weaving could be best carried on ‘in a damp climate and that
it was climate .wnich had, had considerable influence over
the success which the fly shuttle loom had met with 'in
digf%rent parts of India.®% Uhile accepting that government
aggistance . would  hardly be —mnecessary vhere ' finarncial
prgposals were good, . . he pointed out that "in the Madras
Presidency there were few people who knew anything at all of
weaving and fewer still who understood the problems of the
hangyeaver- Therefore to make capital flow easily into the
handweav%ng industry 1t was essential to demonstrate on a
fairly largs scale that the work could»be carried on in a
profitable manner .23

In 1905 Chatterton maae. a tTour tThrough Hombay, tne

United Provinces and Bengal. Passing orders on his report,

21. Letter from Chatterton to the Secretary to the
Commissioner of Revenue Settlement and Director of the
Department of Land Records and Agriculture, dated 19
September 1905 ~ Revenue G.0.No.1088, é November 1905.

22. Ibid

23. Ibid
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the government of IMadras expressed their willingness to
establish a handloom weavingbfactory for e*perimeht;i wéfk
eifher‘in Salem or Madura. Fof a variety of reasons the
former town was selected ;nd in Febfuary 1906, the looms and
appératus situated in the School 6f Arts were transferred to
Salem and a new start was made. The most important work
done. at the factory wés in connection with the first of the
proBleﬁs which Chatterton set out to solve, namely,
expéfimenting with‘the fly shuttlé loom. The type of loom
ultimately adopted at the Salem factory wag the old English
fly shﬁttié loom modifieé.in the direction of gimplicity so
as  to ﬁaﬁé it sguitable for the manufacture of indigenous
cloths. Numefous oéher typeg of impfoved looms were kept
under observation ;n&' trial and - in 71908 a weéving
competition was arraﬁged/ af Madras with the object of
procuring definite data ‘regardiﬂg the merits of variéus
types of loom which then were being offered to the Indiaﬁ
weaver. The results of the competition was to confirﬁ the
conclusions of the Salem Pacfory ~ the loom which did the
best all-round work were thosé manufactured at Madrasg on the
lines of the old English handloom.2*

Efforts were made to spread the use of the fly shuttle
loom; the Salem Weaving Factory di& arouse considerable
interest énd wag the direct éause of numerous small private
factories being started. A census of fly,shuttle‘loomS‘in

ordinafy use %aken in 1§11 revealed the existence in the B89

24. Chatterton., A:Industrial Evolution _in India, op.cit
(Chapter VIII on Handloom Weaving, p 203-257).
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towns and villages visited of not lesg than 6528 looms with
flyshuttle slavse. Practically all these villages were in
the coaét &istricts north of Madras and it was estimated
that in these districtg';oughly 40 per cent of the weavers
had adgptedvthé new mgthqd~of plyving the shuttle.==

| As .in the case of the other industries, the Salem
Ueafing Factory also came in for qriticism at the handg of
the .European metcantile community. But Chatterton defended
the weaving factory as one_meapt to ekperiment with various
forme of #aﬁ&%ﬁaﬁvon the market and as a pogsible way of
getting heandicvom weavers to work under facto;& conditions.
"If the héndwgaving_industry_;s to be mape:igll? improved a
great‘geél has}to be done not mgrely in connection with the
tech#ical defails of the weaving processes, but also in
coﬁﬁéﬁiiSn. with the 1training,\and education of the weaver-
himself."22 The commercial Yiap;lity of the factory was
deﬁonstrated through the range of cloths produced and the
increasing gale rgceiptsr, ;yBut this fact proved the .
factory’'s undo;ng. The Chambepiof Commgrce protested; Lord
Hbrléy's‘ ultiﬁatum followed shortly and the factory was
closed in September 1910.27

The operations of the pumping and boring branch were

another important function of the department of industries

25. Ese (a3 Letter from Chatterton to the Secretary to the
Madras Governmsnt, Revenue Department, dated 18 January 1912
- Educational $G.0.No.406, 11 May 191z, '

{b) Notes connected with Educational G.0.No.406, 11th May
1912.

26 . Chatterton, A:Industrial Evolution in India, op.cit,226
27. "“Memorandum on the Department of Industries...’ op.cit.:
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during this period. As part of his programme of work in
connection © with the * development of indian industries,
Chatterton propoged that a number of pumping 1nstai;ati6ns
should be set up with the obiect of demonstrating the
advantages of modern machinery in agricultural operations.
From the first, the progress made was enccuraging and by
March 1905 =mo many applications for assistance had been

r

1]

ceived that government agreed to advances being made under
the Land Improvaement Loans Act for the purcdase of oil
engines and pumps, and provided Chatterton with the nucleus

of a gtaff to assist those wishing to put up installations

with advice  and supervision. A class for training oil-
engine drivers was also opened at the School of Arts. It
soon became evident, that, very few of the wells in the

Presidency could furnish enough water to make it worth while
to put in an engine and pump, and that, in order fo bring
pumping installations into moreléxtended uge, it woﬁld be
necessary to deepen existing wells or to sink new ones so as
to tap the subterranean reservoirs, which were sugpected to
exist at no very great depth in certain districts of the
Presidency. These results had been anticipated from the
very beginning, and in 1904, a set of boring tools wag
purchased, with which experimenfal boringg were put aown in

various laces. This led to the discovery of sub-artesian

k]

water both in the Chingleput and Socuth Arcot districts, and
it became evident that it was desirable greatly to extend

the scale of operations. Accordingly in 1906, the boring
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branch of the department was inaugurated by the deputation
of a special party to fhe Chingleput district, partly to
develop wsll: irrigétion by the expeditious disposal of
appiications Eoruloans,kand partly to prevent waste of money
by preliminary boriﬁgs ﬁefofe yells were sunk. Later on,
the operations of the ?arty were extended te the imprcvement
of existing wesllsg, and fréﬁ this time forward progress was
rapid, until the outbrea% ofrthe war operated as a check.
The development of irriéétion by pgmping.with'oil engines
and centrifugal puﬁps gave rise to a_ccnsiderable”number of
inves?igationé regarding the>Auty“9f water in the South of
India and the results werse published from time to time in
the bulletins: and annual reports  brought out by the
department .28

Apart from tha above, other experiments undsertaksn but

which did net ‘messt with much sus

]

958 werg ths moves +to

4]

egtablish . a wood-distillation plant to ‘manufacture

charcoal ,®® +the establishment and eventual sale of two

pencil factories, “experimentation with glas

]

and with lime-sand bricks.=®°

28. More details faf thi=g can be had from

€a) Administration Reports of the Department of Industries,
varlicus years; o

(b) "Memorandum on the Despartment of Industries...’, op.cit
(¢) Chatterton, .A. Agricultural and Industrial Problems in

(d) Chatterton A. Industrial Evolution In Indla, op.cit,
(epecially Chapter X on Well Irrigation) '

29. See (a) Chatterton,  A.Industrial Evolution in India,
op.cit (Chapter IX) :

(b) 2Administration Reports of the RPepartment of Industries,
verious years.

30. "Memorandum on the Department of Industries...’ op.cit
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In 1%08 the government considered that the time had
come when tﬁe best method of fupﬁhgr developing the useful
bwofk comﬁencea by fhe‘D;rector of Industrial and Technical
Inquiries shéuld be further consgidered. In order to discuss
Ain what 'difections the industria% development of the
Presidency could be_ further assisted and promoted by
expeariments madse by‘tbe department, the government held a
conferéﬁcé at- Ootacamugd in September 1908 +to which the
reﬁreﬁentatives of thezleadiqg industrial interegts of the
?fesideﬁéy wefe invited.51

Representatives of the private sector were more keen in
confiniﬁg ‘gofernment participatiog to the provision of
tééhﬁicai education.h:A majority of the European community
condemned %hé ioéa; students as being ashamed of using their
handé and keeping governmegt hours; others were more
’cifcumspecf and felt that ﬁhe existing condition was mostly
au; torthe faulf-of the educational methods, and due to a
gfeat extent. to the lack of‘a suitable example on the part
of therEuropeans.Sz It>was also felt that no useful purpose
woﬁld éevéerved by a series of haphazard experiments in any
partiéular industry or by}indiscfiminate suggestions as to
theA bettefment of any industry that one happened to be
persohally Lntergsfed in_‘ What wa=s regquired, lt;was pointed

out, was a radical Iimprovement in all the industries and

31. See (a) Revenue G.O0.No.1421 dated 20th May 1908

(b) "The Papers...’ op.cit ;
32. See the extract of a letter from H.P.Gibbs, Chief
Electrical Engineer with the Mysore Government, reproduced

in "The Papers’, op.cit, p 68
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manufacturers, and this could only be brought about by a
systematic plan of campaign whicﬁ would take fhe eéucation
to the villages: themselves and which would be founded
gstrictly on the survey of existing ‘industries contemplated

\

by the government.=®3 The difference in approach to: the
whole queéfion of the industrial development of the province
by the FEuropsan mercantile community on the one hand, the
Indian cducated classes on the other and the officials
(moztly European) . of the provincial government in between
makes Interesting reading.

A.J.Yorke, speaking on behalf of the Chamber of
Commerce, expressed the feeling that the limité within which
government could promote industry in the province were nof
wide, unless it wasg by adopting far-reaching steps‘auch a8
the intreoduction of a protective tariff which however was
beyond the gscope. of the provincial goverﬁment to levy. The
Chamberkvbelievéd that industrial business could bést be.
managed by business men ard wasg’ therefore of the opinioﬁ
that any general policy of government experiments in
connection with established indugtrisg was to be dépfecatéd-
As regards the promotion of new industries, the Chamber did
not wish o advocate_governmentlembarking on a manufacturing
scale with public {fundg where commercial' men feared to
venture their own money and suggested that the Director of

Technical Enguiries sgshould devote his attention Chiefly to

33. Letter from the Chief Engineer, South fndian.Railway,
Trichinopoly to The Agent, South Indian Railway;. reproduced
in The Papers op.clt, p 74.
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industries where there were grounds for hoping that they
wouid prove sguccessful, namely. “coitage industries’. As
far as smploying Indians wasg concerned, the Chamber
vehemently asserted that in industry there was no racial
question, but added that, upto a poinv, the Indian was
excellent, cheap, and reliable employee but beyond that he
failed to come upto modern industrial requirements. "The
Chaﬁber is‘ not pfepared to dogmatize as to the causes of

that failure or as +to the educational or other remedies

o

pogeible for i but the personal experience of several of
its members in connection with many factories throughout
India leaves no practical room for doubt of the fact
mentioned,"34

‘blwan BahadqrﬂRajaratnam Mudaliar echoing largely the
Eeelings cf the Indgan_community,_in his note, submitted,
fhat fhe mosf effective means of carrying out the objects of
government In regard to the _promotion oif {a) ’industrial

develo

and (b}itgchnical education, was to establish a
‘fhoréughly squipped Institute of technology for conducting
fése;fﬂges and experiments on the most approved methods, in
éerfain 5pecified branches of industry, in which, in the
opinion of government and its advisers, lmprovements were
possible and could be éarried out with advantage. Tﬁé ﬁéct
ithat privaté ‘enterﬁtisé had idone very little towards

indugstrial development during the past thirty vears,

34. Note from A.J.Yorke, Chairman, Madras Chamber of
Commerce, dated 4th July 1908 in The Papersg... op.cit, pp83-—-
85 . -
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according to the Mudaliar seemed a sufficient answer to the
argument that government ought not to intervepe in the
development of industfies. ‘ He was also convinced ‘that a
reasonable amount of protective tariff was essential to give
a fair stért fo some of the industries which otherwise could
not be revived. Suchn protective duties formed part amd
parcel ‘ qu the industrial policies of avery ma jor
indugtrialized céuntry.gS

The educational system came in for sharp c¢riticism both

from Europeans and Indians. F.J.E.Spring, Chairman of the

e ]

ort Trust Board summed it up thus: "The so-called edﬁcatgd
classes all through theif yeafs of development have
sedulously haé their attentian turnesd éway from everything
of a practical, inaustrial natﬁre, by us, their guides, who
ought to have known better.”3¢ It was Spring’'s belief that
the proximate cause of Indi;'s‘.present failure to‘ adopt
industrialization on a scale anything 1like adequate to
alleviate the povgfty of her population was that her upper
classes stood c¢coldly apart from all interest in such
deveiopment, pa;tly’or chiefly., because of their pathetic
belief that the rulers were even now offe?ing them the kind
of educatioﬁ that had made Uestérn nations great and

wealthy.27

35. Note on "Industrial Development and Technical Education’
by Diwan Bahadur P.Rajaratna Mudaliyar, dated 24th July
1908, in "The Papers...' op.cit, pp 86-93.

36. Note from F.J.E.Spring, Chairman, Port Trust  Board,
Madras, dated 31at July 1908 in ~The Papers’ op.cit, p 100
37. Ibid., p 103
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Chatterton pointed out, in the Administration Report of
the depariment of industries for t{he year 1907-1908, that
capital was not lacking but there was an almost complete
absence of men qualified technically and commercially Lo
handle manufacturing enterprises. The larger industfies
vere almost entirely managed by Furopeans and the capital
invested in them was mostly in the same hands. The
manufacturing instincts were weakly developed and there was
a wvast field for government Iintervention in the way of
pioneering work. It was the misfortune of India that the
profits of manufacturing enterprise were withdrawn from the
countery to & veary iarge extent with the neadlt that there
were few capitalists "who could afford to devote large sums
of money to investigatioﬁ; which could end in no practical
regult” . 28

Pasasing ongrs on the _resolutions passed at the
Industrial Conference held at‘Ootacamuﬁd in Septembér 1908,
the Governqu;n—Coupcil recognized és“a general princible
that the explqitat;on of indusitries should be regardéd not
ASs a normal but as  an except;onél fgnction of gégé;nmentz
and on the general question of.the limitations th;t éhould
be 99; to  the functioné of the satate in attempting to
promote industrial developmant, the Governﬁr—in~Counci1 had
no heajtation in accepting the conclusions arﬁived at by ihe

Conference. Uith +the restrictions which the Conference had

35. Admiﬁzétrafion. Report of the Department of Industries
for the yean 1907 - 1908 - Revenue G.0.No.2112, 3rd August
1908, p 5.
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laid down, the Gnvernment was convincsed that the private
enterpriss had nothing to fear while it could have much to
gain froﬁ the association of the State in the work of
promoling the ;ndustrial development of the country.sq»

The G;;ernment acgordingly approved of the
recommendation of the Conference that there should be a
speciai department under a special officer to deal with
industrial questions. This officer was to be entrusted also
with the conirol of industrial instruction, that is,
instruction in ihe performance of definite operations noil
necessarily involving the teaching of general principles but
only of their application. The?_government however
considered that technical education should continue to be
under +the dgrection of théfﬁirecton of Public JTnstruction.
The officer éf the head of the new department would be
styled the Director of  Industries. He would correspond
directly wiih government fn the Revenue department but not
through the Boara of Revenue.®?®

In 1909, the government of‘ Madras addresged the
government of India emphasising the need for placing the
appointment of the Birector of In@ustrial and Technical
Inquifies on a>parmanent basis and coqstituting a definite
department of industriea./ Jn addition to formulating tithe
principles on which the department of industries should

function, the conference submitted a comprehensive geries of

39. Revenue G.0.No.28%4, 17th October 1908 - Passing orders
on the Resolutions of the Industrial Conference held at
Ootacamund in September 1908.

40. Tbid
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resolutions specifying in detail various directionsfareas in
whiech industrial development gshould be further fostered.4?

The Finance Department of the Government of India in
its despatch to the Secretary of State gecommending the
proposals of the Madras government stated: "We concur with
the local government in their view that the valuéble results
which Mr.Chatterton has 8o far achieved justify the hope
that the constitution, under his direction, of a permanent
department having for ita principal objects the fostering of
industrial Jdevelopment within the limits laid down by the
confeaerence, and - the control of industrial ’iﬁstruction as
defined by them, will prnﬁé highly benef;cial.“‘z

Cn the gquestion ofvpfinciple which wés inveolved in the
separaticn of the department of induatf& and industrial
instruction {from that of technical edﬁcation, the Finance
department degpgtéh was of the opinion that it was not
necesgsary Lo insiét tﬁat'the development of industrial and
technical education should proceed upon exactly similar
linea in different provinces. "Since such a development was
8till in its infancy, it would be wiser to permit a certain
latitude in the methods of dealing with the problems

presented to enable a system to evolve over a period of time

41 . ' Letter from L.M.Uynch, .Acting Secretary ito the
Government of Madras, Revenue Department to the Secretary to
the Government of India, Home Department (Education)} dated
3rd March 190%, No.4294 - A/08-1

- Revenue G.0.No.3446, 27th October 1%10.

4z. Despatch from the Government of India, Finance
Departunent.. to His Majesty's Secretary of State for India,
dated Simla, 28th October 190%, No.253.

- Revenue 5.0.No.3446, 27th October 19210
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best sulted to the conditions that had to be provided
for."%®
The Secretary (3% 4 State, however, in his despatch

categoricaily refused fg sanction a sepérate department of
industfieﬁ wiith a ﬁéparate director. What he agreed to was
that étaée funds could be expended upon familiarising the
people ;ith such improvements as modern science and the
praéfiee of Furopean countrieg could suggéat:"further‘than
this the state should not go and it must be left to private
ente;pfise 1o demonstrate that fhese improvements could be
adopted wéth commercial advantage” . Within the 1limits
indicated by him, the Secretary 6f State falt that the
objects which tﬁe industrial Conference had in view could be
accomplished by means of technical and industrial schoolsa.
However, to convert the leather or weaving school into a
governmehf facitory in order to demonstrate that articles
couid be manufactured and sold ito the public at a profit,
went, in his view, beyond what was deasirable and beyond what

wag found necessary in other provinces. He was emphatlic

ithat nothing which would interfere with private enterprise

should be done.%%

43 . Ibid .

44 . Despatch from His Majezty’s Secretary of State for India
to His Fxcellency the Gowvernor-General of India in Council,
dated india Office, London, the 29th July 19i0, No.50

- Revenue G.0.No.3446, 27th October 1910
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Congseguent upon the Secretary of State's despatch the
deparimemt_e? industries was ordered o be closed and the
approintment of 1he director of industries cancelled with
effect from lat January 1911. Effective also from that date
ithe servicesz of Chatterton were toe be placed at the disposal
of the Fducational department for employment as
Superintendent of Industrial Education. In 1912
Chatterton’s servicea were requisitioned by the Mysore
Durbar initially for a period of seix months and later
extended for quite a few years in order to enable fhe NMysore
Durbar to egtablish a department of Indusf?ies. After this,
he did not c<come bBack +to the Madras Presidency in any

official capacity.2+3

45. For details refer to Revenue G.O.Nos 260 - 61, 26th
January 1914.
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ECTION 11

Lord Morley's orderg prohibiting the employment of
state funds in the pioneering of industries had given rise
te a very’widespread feeling of disappointment among many
sections of people in the Presidency. Evidence of this
feeling could be gleaned from repeated articles in the
Indian press. At the Sixth Indian Industrial Confersnce
which was held at Allahabad in December 1911, a resclution
was passed expressing the deep regrets of the delegates
there assembled, who came from all parts of India, at the
action of the Secretary of State in directing the abolition
of +the department of induatbiea in Madras and protesting
against the prohibition of state pioneering of new
industries. Further, at a meeting of the Legislative
Council which was held in Madras on 22nd February i911, a
resolution was moved by a non-official member, T.V.Seshag ri
Aiyar, representing the University of Madras, to the effect
that the Council regquest the Secretary of State to
reconsider his decision regarding the establishment of the
department of industries in the Madras Presidency and to
sanction the proposals of the Ootacamund Conference of 1908.
The speakers on this resolution who were all non*offiqial
members of the Council urged that instruction in industrial
gschools waé insufficient and required to be supplemented by
practical teaching in workashopa where the application of the
hew processes could be demonstrated. They pointed out that

in a placses suchh as Madras where industrial enterprise was
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bhackward and private workshops almost non-existent, it was
desirable that government be permitted to conduct such
experiments as may be necessary to decide whether any new
industrial processes could be profitably introduced. The
resolution was carried by 21 votes against 3, the official
members of the Council abstaining from voting. At the close
of the debate, the Governor undertock to invite the
Secretary of 8tate to reconsider his declsion on the
sub ject . 28 From the discussion of this resolution and from
the practically unanimous Indian vote in favour of it, it
could be discerned how strongly Indian non-official opinion
was in favéur of the policy of state intervention to pioneer
and promote industrial development.

The Governor in Council had no doubt that this
resolution represented the feeling of a véét ﬁéjority of the
educated classes of Southern India ahd he felt +that the
wishes of this commuﬁif& od sdiiﬁpobtént a mattef deserved
the asympathetic considératidn 5f thé'éecDet$fy of State. He
was ”convincgd that there was considerable force--iﬁ the
argument +that the difference in ééhdifions of India and
those o0of Europe had to be fékeﬁ note of; that, in a place
like South India where industrial progressr had hardly
commenced, it was.difficult without state aid to bfldge~the
gulf which exiété&‘between méré scholéstic instruction aﬁd

46. In a letter addressed to the Secretary to the Government
of India, Department of Education, dated Ootacamund 8th May
1911, A.G.Cardew, Secretary to the Government of Madrasge,
Revenue Dapartment gave details of the forms of protest that
followed following Morley’s despatch of 2%th July 1910.

- Revenue G.0.No.3851, 30th December 1912.
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the practical application of industrial teaching wunless
factories under state management were <established. "The
government are not unaware of the risks which must attend
State commercial enterprise and certainly would nof propose
to embark on any such fresh enterprise on any extensive
scale. At the same time they would urge that the conditions
which were laid down by the Industrial <Conference at
Qotacamund in 1908 furnish considerable safeguards against
the abuse of any state action.”4*”

While Lord ﬁorley in his despatch had stated that his
objectiona did not extend to the establishment of a bureau
of industéial information or ‘to the disseﬁiﬁation from such
a centra Sf inﬁelllgence and advice regafding‘industries{ it
wasg peinted cut that such &a bureau 60u1d not be properly
condu;ted by an éfficsr of the educétiohalédepértment. The
fﬁnctiéns of suchv a bureau,; not being of an edcational
character, the subordination of fhe officer in charge of
that bureau to‘the Director of Public Instruction was found
in pr;ctiée to be ‘innconvenient and unnecessary.
Consequently,‘thg Governor - in Council strongly. urged that
the creatién fof ES séparate‘ department: (to be styled fhe
Departmént'of’Ihdué%fies, or given any other name which was
thought convenient) should be sanctioned.®8

The Finance department of the Government of India in
their despatch to the Secretary of State stated:"We have

caraefully re-examined the whole case in the light of the

47. ibid o
48. ibid
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arguments adduced by the government of Madras and of the
welghty and unanimous expressions of TIndian opinion against
Lord Morley's dacision which have appeared in the press and
on the wplatficom tﬁroughout India. We aré constrained to
Qrge upon your Lordship the modification of that decision on
the lines indicated by the Madras governméntQ :.Indeed we
are inclined to think that withouf some modification of the
decigion conveyed in the despatch it may not in certain
cases; and in the present condition of India-be pogsible to
*familiarize the people with such improvements in the
methods of production as modern science and the practice of
European countries can suggest’. ...It is a common complaint
in all parts of India that the student of our technical and
engineering colleges cannot'get the practléal training which
is necessary té comp;etegthe training which he received at
college. - There seems to be an increasing disposition to
exclude Indian students from factories in England,  _a
disposition which has founq expresgion in the case of glass-
blowing, alkalis and veggféble oiis. ‘The importance of
giving to India all possible facilities for becoming
industrial is very great at the .present time. Accprdingly
we recommend the c¢reation bf & separate -department of
industries in the Madras Presidency.”4%?

Lord Crewe, Llord Morley's successor, in his despatch

reaffirmed his redecegsor's decision against the extension
: P

49 . Degpatch from the Government of India, Finance
Department to His Majesty’s Secretary of State for India,
dated Simla, 21st September 1911.

- Revenue G.0.No.3851, 30th December 1912.
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of the activities of the department- - of industries to trading
on ccmmgrgial lines. He howsver, had no obliection to  the
creation of a separate department of industries provided
that its functions were confined within the limits specified
by him.2° He asked for further information regarding the
prqposed appointment of an Inspector of Industrial Schools,
and it wasg not until the end of 1913 that final orders were
passed on this point, the control and supervigion of

industrial as opposed to technical schools being transferred

to the director of industries for whose assistance an

appointment of Inspector of Industrial Schools wasa
sanctioned. Accordingly the department of industries came
finally'intq existence on 21 HMarch 1%14. The functions of

the director we%erdéfiﬁedfthgs:—

(1) to collect information as to eiféfing industries their
needs ” and ﬁhg possibility of improving»{ﬁhem or of
introﬁuciﬁé>ﬁau.industries;

(2) "to carry out and direct expériments connected with
lccal'enquirieSJ

(3) to keep iﬁﬁtouch Vithﬂlocal maﬁdfacturera{ to bring: the
results oﬁ.hls experlmenta to thnlr notlce, gnd fb obtain

their cooperat;on ”inv,the.>conduct cof . experiments on a

commercial scale;

(4) +to supervise the training of'sfudent$; and

50. Despatch from His Ma;esty ) Secretary of State for ‘India
to the Governor~GeneraI of Indla ) dated India Office,
London, 15 March 1912. i s ‘

- Revenue G.0.No.3851, 30th December 1912



{5) to advise governments wiith regard to technical matters
invelving lééieslation.’1

A donfidential note®2 addressed to Austen Chamberlain,
Secretéry of étate for”indié in 19215, outlined the urgent
need for a considered central policy in the case of the
manufacturing industries.v It gtre=sed the point fhat the
people of Athe country had recognised their inability ¢to
carry out their programme without the help and guidance of
goverﬁmént and confined themselveg for the most part to
pressing théir déﬁands for assistance from the state, and
for a policy of tariff digcerimination against foreign
imports. Public sentiment had again and again expressed

itself in the form of resolutions and gquestions in the

Imperial énd Provincial Councils, of regsolutions in the
Indian National .Congress and at public meetings and of
articles in the press. This movement which had acquired

congiderable political significance in India, had generally
followed two ﬁarticular lines of expression. in the first
place, thers was the constant asservation that the British

government had with malice intent, or, if not, with malice,
by thelir attitude of indifference allowed indigenous

industriegrfc beuoverwhelmed by foreign and especially by

British competition. The second charge was that the British
51.”‘Memorandum on the Department of Industries...’ op.cit

52. This note signed by Hardinge of Penhurst, Beauchamp
Duff, Saiyid Ali Imam, W.H.Clark, W.S.Meyer, C.H.A.Hill and
C.Sankaran Nair was addregsed to . Austen Chamberlain,
Secretary of State for India - No.51 of 1%15, Government of
India, Depariment of Commerce and Industry, dated 26th
November 1%15. ;

- Educational G.0.No.46, 12th January 1916 (Confidential)
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system of education had confined the energies of educated
young people to literary pursuits and the learned
professions and hgd created among them a demand for
employment limited to government service, the law and
medicine. These contentions emphasized one aspect of the
need for an indugtrial policy which would enable technical
education in India to produce its best results and which
would lighten the pressure on purely literary courses and
reduce the excesagive demand for employment in those services
and callings to which these courses led.

With regard to industries, the note pointed out that
account had to be ,taken not .only of the competition with
prijate enterprise but also of ‘competiticon with similar
indust;iai pioneering ~efforts iﬁ  other * parts of India.
Thoﬁghrﬂgndsubtéd sucecess had ' ‘beéén obtainédj by “bibneer
faetories in. certain ,inétances there was considerable
eleﬁent_ of ‘goubt whether the degree of success had been
suffi;iegt to warrant the acceptance of the prfﬁcigiép of'
state demonstration of industries on a commercial scale, and
if QCCébteQ§pthe:QéedﬁﬁQuépecffy.theﬁcircumstances”under
whicﬁ it would be adopted and the conditions hhder which it
could be carried on.

Lord}Crgwefa despatch of 1912, while it had gone some
way -fﬁwafdﬁ‘?félieviﬁg the‘ disaéilities imposed by Lord
Morley, still left the goverﬁéent of India ;n é considerablé
degree of doubt as to the ﬁrééisé lengths tovwhich they were

Justified in going when dealing with proposals for
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demonstration plants, financial assistance and other forms
of direct ald to industries.

PIin view of the uncertainty in which we find ourselves
regarding the wxtsnt to which, and the c¢ircumstances in
which, these as »weil as other forms of state-aid may
profitably be employed, we desire to examine the whole

question ‘ab initio with the help 0of a specially selected
committee . It is necessary{Hif the investigations of its
members are t? bear full fruit? to allow them as far as
pogasible anyﬁnfettered discretion in respect of the methods
of state—aid to industries which they would be at liberty to
investigate and recommend. For this reason we would ask
that, for the , purposeﬁy of their ;nvestigation, the
Committee, if yvou approve of its  appointment may be
permitted Lo consider, as open to free discussion and
examination all yuestions of direct State—aid fo industries,

&, modification of ovur =xisting figcal

which do not inyo

pelicy, and that their enquiry may not be restricted by any
rigid interpretations of +the rulings la;d down in the
deapatches of Lords Horley‘and Crewve. The desirability or
atherwise of mainfaining these restrictions can then be
considered afresh in the light of the Committee’'s findings
which will, fo;m thg basig of our future industrial
policy.”32 (emphasis as in original)

In & resolution dated 19 ﬂay‘1916,54 the government of

India made explicit ites decision to take up for examination

53. Ibid
54. Educational G.0.No.622, 5th June 19156
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the question of the expansion and development of Indian
manufactures and industries in a more comprehensive manner
than had hitherto been attempted. The government, however,
listed the following a% difficulties encountered in earlier
attempts to help industrialization of the country, namely,
the timidity and unenterprising character of Indian capital,
the lack of akilled labour and want of practical information
regarding the commercial potentialities of India’s raw
products. The government therefore decided to appoint a
Commission, some of whose members would be acquainted with
Indian QBndjtions, some with industrial progress in other
countries where similar objects would have been pursued and
others acquainted with industrial problems generally and
thelr business side in particular.

In framing the terms of reference, the government found
it necessary to exclude two matters from the scope gf the
Commission's enquiry, namely, (aJ) any consideration of the
then existing fiscal ‘policy of the government of India on
the ground that the general fiscal relationship that existed
between the varjous parts of the Empire and other countries
was, according to- His Majesty's government to be
reconsidered affer the war. Hence it was felt that the same
congiderations applied with even greater force to any
proposals invelving the ;impositiqn of duties for tﬁe

specific purpose of protecting Indian industries, a policy

India with the outside world. (b) In the next place it was
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1aid down that the Commission was not to go into those
aspecta of te&hnical and industrial education that had
recently been dealt with by commjittees working in England
and India and whoge reports were then under the
cohgsideration of the Government of India.

The commission was to be instructed +to examine and
repott Vupqn:_the possibilities of further ;ndustrial
development;iﬁ Indié and fo’submit its recommendations with

speéi 1 refsrance to the following gquestions:—

fu

(&3 whethéﬁ any new openings for.nthe profitable
smploymant of Indian‘capital in commerce and industry could
be indicafed;

{b) whether and, if so, in what  manner, government
could usefully give diréct encouragement to ;ndustrialﬁ
development
(1) by making ftechnical advice more Eree1y>available;

(ii) by the demonstration of the practical possibility on a
commercial scale of particular industries;

(iii)by affording, directly or indirectly, financial
agsistance to industrial enterprises, or

(iv}) by any other means which are not jincompatible with the
existing fiscal policy of the government of India.®®

We do not propose to embark on a full-scale discussion
of the contents of the Indian Industrial :Commission’s
Report,(I1C), nor an evaluation of the evidence submitted to
it; Gur attempt will be %o begin with the underlying basis

of ths main proposals made in the Report and thereupon go

55. Ibid
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over t¢ examine what changes, if any, were effected at the
provincial level  cdonsequent upon the acceptance by the
government of India of the recommendations of the TIC.3=

The basis of the main proposals made by the I1IC could
be summed up in the following three genergl propositionsg:-37
(1) That the improvement of Indian industfies was of wvital
importance to the future of the couhtry, that {t would throw
on government many new and serious regponsibilities and
required a consistent and co-ordinated effort for its
achievement. These considerations therefore necessitated
the creation of a special department of +the government of
India to formulate and direct the new policy:
(2) That, for obhvious reasons, the. actual execution of the
policy would mainly be effected by authorities under the
control oif local governments;
(3) That, in view of the past history of Indian industrial
development and of the‘.present conditions of industrial
success in other c¢ountrises, no real progress could be
éxpected without an expert study of industrial possibilitiel
and expert advice. and assiétance_in—ﬂndertaking the solution
of industrial problems, and that the necessary s8taff could
'be:best obtained and most advantageously employed by fhe

creation of organised services.

56. Report of the .Indian Industrial Commission 1916-18,
Calcutta, 1918 (Reprinted 1980, Agricole Publishing Academy,
New Delhi 17) _— ' .
57. See alsc in this connection the letter from A.H.Ley,
Joint Secnetary to the Government of India, to the Secretary
to the Government of Madras. Revenue (special) Department
dated Delhi, 7th December, 1918. - Revenue {special)"
G.C.No.791, 28th April 1919
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With these three basic propositions the government of
India were in general agreement; but the principles on which
the functions of the imperial and provincial departments
coulid be cgrrelated required in the opinion of the
government 6f In&ia further discussion in the 1light of
considerations arising .out of : the report on Indian
Constitufional Reforms. Another important part of the
Commisaion;s réqpmmendations which the government of India
believed to Ee ;ne of the most valuable of the proposals
made fot:the\devéloﬁﬁent of Indian industries, related to an
alteration’ in ?he exisfing system for the purchase of
governmeﬁt stopés. The ngggstion for a cgntral purchaging
department had Been made.before, even in the period prior to
the war, whils gince the war bréke out, the functions of
such a. department had in fact been exercised in a large
measure by the Indian Munitions Board. In the Government's
opinion it could reasonably be anticipated that with the
edcouragement énd development of industries in this country
there would progressively be # great reduction in purchases
from Enéland.5‘

Before we proceed to examine the manner in which the
Provincial Government went about giving effect
to/operationalising the recommendationa of the IIC, it would
be pertinent to record here the debate that waé generated
acceross the c¢ountry in the light of -the i&multaneous

publication during this time of the Report ofvthe Indian

58. Ibid
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Constitutional Reforms.>7 Both the Reports emphasized the
need for rapid industrialization of the economy with active
state particiation. However, while the I1IC’s Report
emphasizea the need to centre direction in the government of
India, the Montagu-Chelmsford Report on Congtitutional
Reforms, confessed: "We think we have reason for saying that

in some respects the machinery is no longer equal to the

needs of the time. The normal work of the department is
heavy ... Je suspect that a root cause of some political
discontent lies in such delays. But the government of India

are in the worst case. In all important matters they have
to consult local governments and then to secﬁre the approval
of the Secretary of State. Referénces'ta the India Office
are a second fruitful cause of 'délay.”6° The Reforms
Commission therefore emphasized the miﬁimization of central
supervision and di:eé%icn of provincial activities.

The main focus of the debaté wag on the following
points: -

(a) the constitution of an imperial department of
indusgtries which would act as a nodal organizatiocn to

coordinate and direct industrial activity in the provinces;

5¢. ESome idea of the debate can be had from the replies
received by the Government of Tndia *to its letter No.589-D
of 7%h December 19218 +to Local governments inviting their
opinions on the report of the IIC.

~ Revenue (special) G.0.No.2221 3rd December 1919.

60. Extract from Proceedings of the Legislative Council for
the United Provinces of Agra and Oudh assembled for the
purpose of m!king Laws and Regulations under the provisions
of the Government of India Act 1915, dated Allahabad, the
24th January 1%19.

- Revenue {(special) G.0.No.2221, 3rd December 17219,
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{b)  the creation of all-India scientific and technical
gervices.

Innes, Director of Industries, Madras, commenting on
the administrative proposals made in the IIC's Report stated
that a careful reading of the Report bought out very clearly
ite centfalizing tendency, even though the Commission
claimed +that its scheme was in general accord with the
administrative c¢hanges proposed in. the Reforms Scheme, It
wés evident that there were two antagonistic forces at work.
The commisgsion wase concerngd solelywith India’'s industrial
deficiencies; and deliberately it had set - itself the task of
deviging the most eﬁfic;ent . way of remedying those
deficiencies. The_reformykscheme. on ‘the other hand, was

prepared to sacrifice efficieficy to. - other and wider

congiderations. Hence ~~the .. one :schemeg hingad on
centralization /', and. efficiency and the other on
decentralization - even at the expense of efficiency.

Ultimately, Innes felt, the decision depended o6n the view
taken ‘regarding India’'s industrial position. If the
Commisslqn wag tright :{in holding that India’'s backwardnesgs in
industrial development was 8o serious EX) to involve
political, .. economic' and even national danger, it was
justified in asking 3local governments to agree, in the
interests of efficiency; - to a period of centralized control;
At the same time,.  Innes felt, that this stage was to be
purely ,transifional, and as in politicalr refoﬁm so in

industries the goal should be the largest possible measure



of decentralization to local governments at the earliest
possible date. Operationally it was felt that the more
reasonable course would be for the government of India to
confine itself to the encouragement of. such industries which
were sgsential from ithe point of view .o; national‘?afety aor
were of more than pr‘ovinci‘al :limpértgpce arid w?th these
reservations to leave it to local go'vem;x:h:{énts to solve their
own problems with their own staff in thelrown way.®"

The Secretary, United Provinces Cha:mt;‘ér of Commerce in
his Jletter stated that while hisg Committee was in accord
with +<tihe Industrial Commission on the principle that in
future government must play an active part in the induatrial
development of the country, they were strongly opposed to
the creation of an Imperial department of industrvies in
which was proposed to be centralised the c¢control and
direction of the advocated policy. The letter added further
that the idea of a new Imperial department of iIndustries was
to be abandoned altogether and industrial development made a
concern of the provincial governments for thich the Local
governments in their respective departments of industries
were to ‘be wholly responsible and in respect of which they
were to enjoy the greatest possible . freedom of arﬁion and
initiative. The Committee was also strongly opposed to ﬁhe
creation of the various Imperial India services recommende‘d:‘,.j_

61. Letter from C.A.Innes, Direétor of Industries, Madras,
te the ,Sec@etary to the Government of Madras. Revenue
(apecial) Department, No.G.C.~-295, dated the 20th January
1917. . .

- Revenue (special) G.0.No.2221, 3rd December 1819
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They fully associated themselves with the wview that if
importation‘ of skilled technicians became necessary only
recognised axperts and specialists were to be engaged on
apecial terma and short contractg and on tﬁe express
condition that the training of our yocung men would form an
impottaﬁt part of their work here. Similarly 1if the
egtablishment of regular indugtrial and scientific wservices
wag found indispensable at any later stage, the provincial
governmenta could organise the same. These services would
then be provincial and not imperial services and under the
control of ‘the government under which they were to serve.®®
A resolution moved, in the Legislative Council of the
Unitédv Provinces of Agra and OQOudh also “brought out the
différéﬁces in recommendations on administrative machiner&ﬁ
1n.!fﬁe xéwo ﬁepcrtg. ) A mgjority: of the Council were 1in
féyourvogrfhe/gugject of the industrial development being
tranéféred aha made eqtirely provincial so:that the delays
incidental in makipg frequent qeferences to Simla and Oudh
coula be avoided, and fu;thep‘that action could be;takénJin
fespgnse to, and in sympathy with, the demands of public
opinion. Resolving aga%nst the constitution of impebial
services . the Council‘poidtéd'out th;t informed opinion was
against even the then giisting i;diaﬁuEducational Service.

Several educational experts had opined that the wisest

62. Copy of a letter from the Secretary, United Provinces
Chamber of Commerce, Cawnpore, to the Secretary to
Government, United Provinces, Industries Department,
Allahabad No.68046, dated the 3rd March 19%19.

- Revenue (special) G.0.No.2221, 3rd December 1919
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Poliéy would be for men to be appointed as occasion arosae,

specialiy gqualified men on terms arranged'for in each case
s0 that no vested interest ;would grow up and the best
available talent could be obtained in every case and from
anyuhere;ga

It 2hould be noted here that while witnesses before the
IIC explicitly stated that no one should be imported into
India ﬁnless he was a recognised expert in his own field,
and that young men from abroad who were educated | but
inexperienced should not be brought to India and allowed to
get their practice at 'the‘ expénse ‘of India,®* the
recommendation of the Commission was directly contrary. The
IIC wanted fhat recruits for new Imperial services shoﬁld be
obtained éf an early age; these would be men who had
received theoretical tf;lnldg ih”England and othéer countries
they would come to India to pick up'practical knowledge and
they Qouid spend several years in doiﬁg that . It would not
be any part of their duty to bring up Indians themselves to
be able fo perform those duties. The net result would be
that in department after department which required any

technical knowledge 6r7 skill India would continue to be

63. Extract from Proceedings of the Legislative Council for
the United Provinces of Agra and Oudh .. dated Allahabad,
24th January 1919 :

~ Revenue (special) G.0.No.2221, 3rd December 1919

64. Opinion submitted by H.P.Gibbs, General Manager, Tata
Hydro and Electric Supply Company to the Indian Industrial
Commisaion

- Quoted in the Extract from Proceedings of the Legislative
Council for the United Provinces of Agra and Oudh... op.cit.
- Revenue (Special) G.0.No.2221, 3rd December 1919
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dependent upon imported agency very much to the same extent
as before.®®

Campbell, Acting Secretary to the government of Madras,
in his letter to the Secretary to the Cbmmerce and Industry
department of the government of India wanted that, in
deciding the number and location of Imperial research
ingtitutions, regard should be accorded to the essgsential
differences between conditions in Southern India and those
that obtained in the North. For example, he pointed out,
that a single specialized research institute for the group
of subjects relating to oil-seeds would not meet the
requirements iof ‘Indis “as 'a whole, and that, if it were
‘decided to establish such an institution in northern India,
another imperial institute would have to be established for
research in connection with tropical oils&eds in southern
)ihgié}’ The fear of regional discrimination was evident
from thea following obsgservation made by Camppell in
'}ustifying his plea to the Imperial government té look inte
the requirements of different@ regions:"[Moreover] the
usefulness of a research Institute to an industry varies
inversely with the distance . of ,the Institute from the
locality in which the industry isg established.”®*®

A related phenomenon in this context that contributed
to provincial heartburﬂ specially in the Madras Presidency

wag the issue of provincial finance which was dealt with in

65. Ibid
66:. Letter No.792 dated Ootacamund, the 28th April 1919
- Revenue (special) G.0.No.2221, 3rd December 1919
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some detail in the Report of thé Iindian Constitutional
Reforms . WUhat irked the Madras go?érnment was that nearly
one third of the grossVﬁprovincial contributions to the
government of India was to be levied from Hgdras. As Innes
put it bluntly: ”..industrially the future lies mainly with
Bihar and Orissa apg Bengal and there igs every danger tha#
Bengal industries will be developed with Madras money.”%”?
Moving a resolution in the Legislative Council recommending
a grant for the development  of the industries in this
Presidency, Rao Bahadur Ranga Achariyar pointed out "the
gréat injustice which haa been done for years as a matter of
history by the government of India to the government of
Madras in the matter of the finarncial relations between the
two governments. ...It would have served the purpose of
Madras if our government had been more violent and insistent
in their demands and if our people vélso had helped the
Madras government‘ by raising -a howiw.aBo#t ‘tbis continued
injustice which is referred to as a matter of satisfaction
by the Montagu-Chelmsford mReport;?AT‘%he§ say this is the
historical condition and thereéfore thg; propose to . leave it
there. Not only has the injusticé beén_thepebvbut they

propose to continue it in the recenf proposals; if there is

67. Letter from C.A.Innes, Director of Induatriea, Madras to
the Secretary to Government, Revenue (special) Department,
dated 20th January 1919 ‘

.~ Revende .(special) G.0.No.791, 28thApril 1919

See also in this connection the following G.O.s
(a) Financial G.0. Nos. 263-264, 18th February 1899
(b) Financial G.0.No.433, 3lst August 1911
() Public Letter No.1104-A, 10th December 1918
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any unsatisfactory feature in the proposals of the Montagu -
Chelmsfora Report it ls this aspect abeut it, that they want
to continue this injustice in the financial relations
between the HMadras government and the qentral.govérnment."‘a

The governﬁent of Madras had also addregsed the
government of ;ndia on the subject of the‘ financial
arrangements under the new scheme and had e¢ntered a strong
protest against the proposal to bases the contribution to the
government of India ﬁnot on population, nor on area, nor on
wealth, nor on the capacity of the provinces, but on the
result of a Series of provincial contractas which this
government have never accepted as being fair to the people
committed to their charge.”®” It had also been pointed out
in that letter that, if burdened with such a contribution,
the provincial government could not be held responsible for
carrying through the large schemes of improvement to which
they were committed. The feeling that Madras was being
treated unfairly alsc came through this argument put forth
in the Council: "Unless thia government go to the government
of India armed with public opinion in this matter, they are
not likely to meet with success. Pagt history will repeat

itgelf. Madras is a far—-off place for those who have the

SS. Exiracti from the Proceedings of an adjourned meeting of
the Council of the Governor of Fort 8t.George, 13th March
1919. d
- Revenue (apecial) G.C.Ne.l11sé66, 12th June 1919
69. Letter from C.G.Todhunter, Acting Chief Secretary to the
Government of Madras, Public Dept. to the Secretary to the
Government of India, Home Department, dated 10th December
1918.
- Public, Letter No.1104-A, 10th December 1918
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control of the purse of the government of India. The voice

of Madras is seldom heard there and therefore it is
necessary-théf vour Excellency's government should apply to
the government of India early enough before they make their

financial adjustment with other provinces.”

70. Extirect from the Proceedings of an adjourned meeting of
the Council of Fort St.George, 13th March 1916
- Revenue (special) G.0.No.1166, 12th June 1919
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SECTION 111

As the Administration Report of the department of
industries for the year 1920-21, atated, the most
important event of the year in connection with the policy to
be adopted to further indusirial development in India was
the receipt of the Secretary of State’'s despatch signifying
hias general assent to several of the proposals made by the
IIC and supportea by Fhe Government of India.”" The
Secretagy of Btate’s despatch marked a revolutionary change
in policy, for he definitely accepted the Lwo fundamental
principles underlying the recommendations of the Commission;
first; that in future government should and would play an
active part in the industrial development of the country,
and secondly, that, government could not undertake this work
unless provided with adeéguate administrative equipment and
forearmed with reliable gcientific and technical advice. He
approved in principle the proposal +L1hat an Imperial and
Provincial Department of Industries would be set up on the
general lines laid down by the Commission, and sanctioned
the pro§0531 of the governmént of India that an interim
authority, a Board of ‘Industries and Munitions would be set»
up which would close the war commitments of the Indian
Munitions Board, take over {rom fhe~Commercé and Industries
Deparitment certain items of work, undertake the initial work:
of crganization and in particular frame detailed proposals

for the new permanent deparfment. The 3Secretary-of State

71. Revenue (special) G.0.No.4, 3ra January 1921
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thus reversed the restrictive policy 1laid down by Lord

Morley in 1910, which though modified by Lord Crewe in 1912
and temporarily held in abeyance while the Commission was
conducting its inquiry, was still in force, and recognised
that, if the active partigipafion.A of government in

industrial development of the country was to be accepted as

one of its Jegitimate functions, a new pollicy was
required.’2 For the Madras government the dsspatch of the
Secretary of State ‘was an endorsement of tnhe policy

repeatedly advocated by the former, namely, of the express
need in India of active stéte participation in industrial
development.

On 13 March 1920, the Governor presided over a
Conference v at Madras which wasg largely attended by
representatives of commercial‘ and _industrial inierests as
well as by members of the Legislative Council.?3 The
business of this Conference was not so wide as that of the
Conferenceuheld in 1908, but was cénfined to five specific
points whiech were to be dis;ussed at a Conference of
Director of Indust?ies that waé tﬁ be held in Simla in Aprilv

1%920.74 The Madras Conference generally approved of:-7%
72. Ibid

73. For proceedings of the conference held at Fort
St.George, Madras see Revenuse (special) G.O0.No.64G, 29 March
1920.
74. For details of +ihe proceedings o¢of the Conference of
Directors of Industries held at Simla on the 1Zth, 13th and
14th April 1920, see Revenue (special) G.0.No.1278, 13th
July 1920.
75. (a) Administration Report of the Department of
Industries for the Year 1%920-21

- Revenue (special) G.0.No.4, 3rd January 1921

{(b) Revenue (apecial) G.0.No.640, 29th March 1920
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{1 ihe creaibtion of a Board of Indusiries {foir the
Pireg ldesnoy

{2) Lhe creation of an Indian Indousitirial Service
{33 the control of industrial education Ly ithe

Divector of Indusiyries
(473 the extension of achemes of apprenticeship; and
(57 Lhe establishisent of denonstirational factories by

ithe Governmant.

It was pointed oul al the conference thal, since
the publication of tﬁe T1C Report and of the desvalches of
the Government of India and the Searetary of State on Lbat
vrepori the npumber of iﬁquiries had tended te vlse consequent

public becoming awvai e that it was the

upon Lhe

acceplted pulicy wi lhe government to Lake a direct interest

in the dévelupmeut of indusiriss. These inguiries related
to both organiged indusiriss and vottage industries. They
involved the investigation ‘of such guestions &8 Lhe
finan;ial shatus of ihe inquiries, the supﬁly of raw

malerials, the sultability of iraw wmaterials available, the
supplies of {del, Lhe nailure and cost of suitable machiunery,
Lhe market for ihe finished produci, the extent to which i1he
industryi was alresady organised in the neighbourhood, the
action likely to bev‘h@ken by rvival firms' and its effect,

besides qguegtions of {baight and: rates of exchange. The



guparlmeni as b was Lhsa oroanized wss sel Laoa pes
deal satisfactorlly with all the inquiries received.”*

The Director of Industries felt thal it was absolutely
necessary to include in the Department & number of district
officers competent Lo supervise industrial parties and
pilonesering or demonstration faclories within their leocal
area and Lo carry out local invesiigations and inquiries in
connexion with industries of.all classes, large, small. and
cottage; they would alsoc keep in close touch with ithe people
and encourage those Iintherested in industries. to take full
advantage of the facliities offered by the department . 7

On tithe guestion of the control of industrial aad
technical education, +the Madras Presidency supnorted the
view of the IIC that industrial and technical education

under collegiate vcank shoﬁ]d vemain with ihe Depariment of
Industries. The argument put forward was ihat the
department was in direct touch with employers of. labour and
was wore 1jkg1y to be able to translate ithe views of such
emp]uyefs into practice. Moreover +the department would
contain experts whose opinions would always be available
quickly and departmentally when new schemes of indusirial
and technical education werse being considered. A1 the $amé
time it was pointed out that the development of industrial

and technical aducalion Ln Lthe Presidency was being

76. Letter from A.Y.G.Campbell, DNDirector of industries, to
the Secretary to Government, Revenue {special) Department,
Madras, dated 25th February 1920

~- Revenue (Special) G.0.No.640, 29th March 1920,
77. Ibid )
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carcfully walvhed and that it was not posigible to lay down
hard and fast lines on wﬁich it shouid proceed; Yfor the
next twenty yeérs at least it mugt be [free from all the
strangling effects of pre-arranged 1rules and regulations,

and each scheme muét bg conaidered on ite merits without too

much regard to similar schemes in other parts of the
Preaidency.”78

The apprenticeship scheme in force in the Presidency
was found to Se grossly inadequate; further it made no
provisi;; for the training of suitable Indians for
reéruitment as superior mechanics and the subordinate
supervising staff of the workshopﬁ,vnor for the training of
apprentices in the Engineering dépaerent:7?

At the Couference of DireCtors.uf industries held in
Simla in April 1920 «ll were agﬁéed'ds_go the desirability
of constituting an indian Indﬁatflél Service - on fhé lines
suggestew by Lthe Indusirial Comiission and .accepled by the
Secretary of State for Indjia. It was also felt that while
it was desgirable to have Provincial Boap@s of Industries,
these should be advisory rather than controlling in
character .2 At this Conference, Alfred Chatterfon, in his
capacity as Industrial Adviser Lo the Tata Industrial BRank

made & plea to the Direclors to adopt standard itypes of

78. Appendix 111 — Netes prepared by the Director of
Industries on the subjects placed before the Confererice.

- Revenue (Speciall G.0.No.640, 29th March 1920.

79. Appendix IV = notes prepared by the Director of
Industries on the subjects placed before the Conference.

- Revenue (Special) G.Q0.No.640, 2%inh March 1920.

80. Revenue (special) G.0.No.1278, 13ih July 1920
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plant gspecially selected to suit local requiremenis with a

view fo their manufaciure in India. He attributed +1lhe

succesa of the Pumping and Boring department in the Madras
Pregidency to the phenomenon of staﬁdardizaticu, which then
made it worthwhile for the manufacturers of this plant to
me=at in a comparatively simple ianner the difficuliies
usually sxperienced in erecting, running and maintaining iﬁ
working order the numerocs installations which were set up.

"What Js wanted is that intendfdg entreprensurs should
be guaranteed a 3ufficient demand for their prndugtions to
jusitify them in embarking their capital Aﬁd experiance in
the establishment of factories to rurn out machinecy and
plant of standard Lypes. . .There is not a suifficient market
in India to justjfy‘ﬁhe establishment of w&rks to meet the
current demand for any one of Lhe many Ltypes of engines
which may be found working out here; but it is certainly
possible to gelect one or two types of engines which will
serve practically all requirements and if the whole demand
were concentrated on these gelected Llypes, iL would Dbe
pogsible tokmanufamture them out here as cheaply our even
more cheaply than they c¢ould be imported.™e:?

Around this time, by a resolution dated 7 October 1921
in the Comnmerce Departmant , the Government of India set up

a commissgion to examine with reference to all ihe interestsy

concerned Lhe tariff{ policy of Lhe governmen! of india,

8l1. "Standardization of Machinery and Planh wiibh e view to
their ﬂangfacture in India®”. Preparatory note 2ad al Lhe
Conference of Directors of Indusleies held at Simla -
= Revenue (agpecial} G.0.No.1278, 13th July 1925.
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including the question of Lhe degsirability of adopting Llbe

principle of Tuwuperial afarencs .88 Among Lhe ofiicial

wilnesses who submitlied +their views on the Indian Fiscal

Commiassion’s quesiionnaire was Gilbert Slater, Publicity
Officer, who, in his maemorandum slabed that, while he

generally favoured a policy of {ree #&rade for India, he
however, <id not consider that o simple policy of either

unadul cerated iree trade or out and out protection was

posasible. He feli that India had 1o have & tariff{ mainly
for revenue but modified by a proteciionist flavour. From
the economic  point of view he consideread that direct

taxation was Lhe more suitable form and that it would be a
very greal benefit tq India if permanent settiement'were
abolished, and the land revenue, in the first place, wade
fairly wuniform in the proportion it bore to the® ecvonomic
rent over the whole of India, and then allowed io'éxpand in
pruportgun Lo the incisase ipn 1lhe economic¢ rent of Iand.
Aécarding Lo him, the econdmic factor which dominated Indian

4

industiial conditions was “the smallness o©f the amount of
thought and energy which the educvalted classes of India have
devotred to industrial achievement . "®22

H.C.Sampson, Director of Agriculture, in his submission

to the Fiscal Commigsion expressed the opinion that many of

&82. Letter from H.G.Haig, Secreiary, Indian Fiscal
Commizsalion to the Secretary te the Governmeni of Madras,
Development Departiment dated Simla, 7th Cctober 3921

- Development, G.0.No.221, 11th February 1922
83. Letter from Gilbert Sltater .to the Assgistant Secretary to
Government, Development Departiment, daled Egmore, the %th
December 1%21. . ' :

~ Development, 6.0.No.22i, 11ith February 1%22
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cthe gquestions arising out of ithe inquiry appearad o
3 = 3 o e

contemplate a great industrial expansion in Tndia. As {ar

as Madras was considered he considered this to be impoasible
under thae then existing conditions of J{ood supply. The
failure of the monsoon in 1718-1919 definitely proved Lhis.
I£f +the>, he gueried, an industria] population was to be

srected in addition to the existing agriculturel population,

where were their [ood requirement to wome {from? The wore

sanitary housing drrangements wirich would
insisted on for the maintenance of indusirial

higher standard o¢f living which the wages pald

latour would involve, would all Llend +to create a large
addition to the population. Under existing conditions Lhis
seemed an impossible propasition.aé One incidental point of
importancg referred to by the Cowmwission wvide one of their
gquestions, was whelher BRritish of Ioraign indusirial [irms
would endeavour to establish themséEves in India in order to

el the benefit of ithe yroiective tariff. It was felt that

®

h

rf

8 was extremely probable which probability was however,

lost sight of by the advocates of pgotection in Tndia.®3
K.Venkatarama Reddy. officiail in the devel opment.

department, arguing strongly in favour of & policy of

protecilon, tracing the history of the policy of protectiion

pointed out that even in England, free trade «i such was

84. Letter from?HnC.Sampsoﬁ,.Director of Agriculture to ithe
Secretary to Govearnmant | Development Department, dated
Yadras, the 14th December 1621, '

— Development, G.0.No.z7i, 11th February 1922

85. See Notes to G.0.No.221, Development. ilth Feruary 1922.
p 5.
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unheard of til3 1820. It took 40 years before that policy

cowl be fully accentaed by the British Parliament. The free

o

trade policy which was fully inaugurated in 1860 had full
sgway for nearly 60 yesars. In 1919, however, England agreed
to levy preferential tariffs in certain articles produced or
manufactured jin British c¢oloni=s and Dominions &«ad in the
year 192), England passed her Safeguarding of Industries
Act. “Both lhesge measures have deprived England of her claim
te be vet known ag -ak complete free frade country.”®s
Similarly Germany, “France, United States and Japan, the four
great trading countries next- Lo England weré and had always
been protectionist counircies. While advocating protection
as a policy for India, Reddy used that ternl in a larger

sense, including not merely an import tarif{f, but also every

ch made {for the gyowlh

act or policy or econowmico syslem wi

and proasction of indusiries of a country, by the fraining of

skillied 1 coanting conceessivas, bounlies, loans,

foreign scholacvahips and by government itself gtarting
pioneer industries and establishing research'institutes and
so forth. "If our protection ends with tariff' laws and our
endeavour to create industries stops with giving indusfrial
and technical education, certainly it wiil not go &a long
WAY . But with  protection of a wider character Just

degceribed, it is more than possible and it is almost certain

86. K.Venkatarama Reddy prepared an exhaustive note tracing
the history of British trade policy, why India nesded
protection and the kind of protection needed - Bee Notes to
G.0.No.221, Developmeni, Lllth February 1922, p 6-20.
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that industries .will be .created, and developed in this
country.”27

In the autumn of 1923, an Imperial Econamig Conference
was summonéd in which India was alsorto be represented. The
main obje;t‘oflfhe Conferenue th to consider whethwer the
logs of the continental markefs could nol be made dup In sone
degree by increased tirade within the Empire. There were
indications of =~ mbvement in ceptain quarters in Fngland

againat allowing the floatation of Indian loans in England,

unlesas part al 1éast of "the proceeds were earmarked ~fopv
expenditure iﬁ England. ﬂnder thigs context the governmeﬁf
of Indjia addressed the Jloral’' governments to elicit their
views on what attitude the'governmént Yof India was to take
at the 1Con£ereaae‘ in regard to the 'proposals of His
Majesty’'s gQVernmgnt.Be

F._Noyre, Actfng Searetary to the government of Madras
in his repiy to the government of India. deeme& it entifely
undesirable that  ~ the govern ent of India should be
influenced by an Imperial sentiment which was shared only by
-a very small proportion o f the pnpulétiun thai they
represented. If any stipulation were pul forward that, when

ithe government o©f Tndia raise a Joan in ihe inited Hingdon,

a portion of it sihould be waarmarked f{opr the purchase of

87. Ibid
88. Demi-official from D.T.Chadwick, Secretary to the
Government of India, Departmeni of Commerce, to the Acting
Secretary to the Government of Madras, dated Simla, the 13th
June 1%23, No.3342 {confidential) )

- See Notes connected with G.0Q.No.1406, Development, 27th
Septembeyr 1¢23.
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Britiah manufaclured goods, it was =ubmitted that a counter

stipulaiion wvas ko be lajid that Indian ﬂ@w.materials should

4,

be used i ithe fulfilment of contracts placed by tLhe

British poverinuent. An evenmore effeciive stipulation would
be it was felt that in cases where 1t was possible, the
government of India contracts should be placed w.th firms
which were prebared to establish & branch of Llheir industry
in India. "In the opinion of this governmentl, tThere is very
little ground for the belief which 1is rather widely held
that there is a dislike on the part of India to the influx
@f capital from abroad. It is, however, certain that, if
any British or foreign firm or syndicate were to propose to
start manufaciure on a large scale in this country, Indians
would look upen such a venture with much greater favour if a
rportioﬂ of the share capital were ocffered ior subscriptioﬁ

in India and 1if one or iwo responsible Tndians were placed

CF- -]

T n :
SFCEFS T

89. Demi-official from F_Noyce io D.T.Chadwick, Slmla; dated
15th September 1923. Notes to G.0.No.1406, Development, 27th
September, 1923
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A reading of the administration raports of the

department of .ndustries brings out alearly the limited
impact that the department had on the induatrialization of
1he Province despite organizalional changes in keeping with
the recommendations of the IIC as endorsed by the Government
of India and accepted by 1ihe Iecretary of Stale. The
conagtitution of the .Board of Jndustries, the commercial
engquiries taken up by the Government as also investigations
of its own into the possibility of starting new indugiries,
ithe enactment of 1he State 2id Yo Tndus;ries Act, tThe
revival of ibe annual Industiries Conference etc. == all
this and much more reaily did not add up to muah. Given the
politics of: the tiwe, the government was not intereated in a
consigtent and coordinat ed programune i - davelopment
inQolving intenge vegpulation of the economl: Jife of the
country, including the activities of {he private sector.
Beiﬁg forcaed By owicnusmstances to actkt, thelr method of
approach was to select ‘piecemeal certain lines of
dévelppmﬁqt and to concenitrate on them individually without
considering thg economny as & wholse. This attitude {owards
eﬁodomic development and this method of approach failed to
achieve any subsgtltantial improvemeni wiih large seciions of
the population not being rtouched ot all. we‘now take up for

discuyssion some of thege atlempte made »y the Provincia

ot

government teo boost industrial activity in the Presidency.



_STATE AID TQ INDUSTRIES 2

wf 1the provision of [inancial assistance

to industries was one of the imporiant wmatters which came
under the purview of Lthe Indian Industrial Commission. The
Madras Board of JIndustries whioch considered in 1921 the
gquestion of financial and other forms of asgistance to new
industries passed a resgolution to the effect ‘that the
asgsistance afforded by  banks ‘to new industries was not
adequale and recommended that govérnment should have power
toe make advances f{or the establishment of new industries.
It was then decided ito promote the MNadras State Aid Lo
Industries Bill which was pasged by the Legislative Council
in 1922. 7t was hailed by the inuse as & forerunner of
great and successiul scheme of indugirialisation and there
was cvonsiderab:le satisfaction that +1he principle of state

encvourageuent toe Industries was at lasi recognised.

?0. For a comprehensive account of the politics of the
inception and administration of the State Aid to Industries
Act, see

Tyabji, WNasir “State Ajid to Industry:Madras 1921-37” in
Economic and Political Weekly, July 30, 1988, PE-51 to PE-
6Z2. Other sgources which we have drawn for +this section
include ) .
fal Natarajan, B.(Economic Adviser to the Government of
Madras)i:A Repori on the working of the Madras State Aid to
Industries Act, 1922 - Developmenit, G.0.No.398, 28th January
1953,

(b Notes for the Conference of representatives of
Department of Industries - Development G.0.No.1016, 28th
August 1933 .

() Review of State action in regspect of Industries -
Menorandum submitted to the Government of India

- Developmenit G.0.Nos.360-61, 7th March 1935,

(d) Answers furnished to the questionnaire of the National
Planning Committiee.

-~ Development G.0.No.1568, 20th Jun=a 1§39




The Act was amended several times In minor’details. it

provided for granting f{inancial or «ther aid to saeveral

types of  indusirial enterprise, whicn had an important
bearing on the «conomic developmenlt of ths ceuntry. They
could be (i) new or nascent industries, (2 industries newly
introduced in arecas where they were undeveloped, (3) cottiage
indusiries, and (4) old or established industries "provided
that aid ehall not be given o any o0ld or established
industry unleaa the Provincial government are satisfied that
epecial reasons exist for giving such ajd.” The maximum
value of 1he loans was 50 per cent of the net wvalue of the
assets of the industrial businéss or enterprise including
any other propecty offered by it as collateral security.
The Act provided for the constitution of a Statutory Board
of Industries®? which would consist of not less than 13 and
not more than 12 members including 1bhs chajirman and ex-—
officio members. The number of government eifficials was
regtricted to a maximum of three and there was provision for
cooption. The RBoard had one representativse each ﬁrom ithe
Madras Chamber «f Commerce, the Southern India Chamber of

Commerce and the Madrasgs Trades Asgociation, and two

?1. Boards of this description with different functions and
powers had been previousgly in existence. With reference to
the recommendations of the ITC, the Governmeni sanctioned in
November 1920 1the appointment of an Advisory Board of

Indusiries to advise the Director of JTndustriesg. The Board
which was constituted in 1920 for a period of two vyvears
avtomatically ceased to exist towards the end of 1922. it

was not constituted since the Advisory Committee of ithe
Legislative Council for the departments of Industries and
Fisheries had been appointed in the meantime. ‘
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representatives from the Madras legislative Assembly, all

elected in the manpner prescribed e \ .
‘Tﬁiﬁ At vame under a volley of adverse crit%gisms,
cuwlr gens o tenor being that' it haé not fulfilled the
3f its sponsors. ‘The preliminary report of the

ITndusirial Pldﬂnjng Committee, governmeni of Madras (19475,
gummed it up by saying:

"It cannot be said that the object of i1he Act, namely
to accgelerate lhe induglrial develepment of 1his Province,
has been fulfilled 10 any Appreciable extent by the working
of the Actl dqring these 23 yvears...Methodeg of State Aid,
other than sgranting of loans were rarely availed of...The
annual reports on Llhe working of the State Aid to Industries

Act éhow that most of ithe cases were rejected by the Board

of Industries, for one wvezison or other. The conditions
reﬁui;;d te be satisfied wunder +i = Act for <ihe grant of
State Ald . ..iwe vwebhd RARY  APE i cals . The procedﬁre
prescribed for getting State aid inveolves long delays...Even

the Piess Communigue jissued in 1944 inviting applicants for
gtate aid and promising etaile assistance in a large and
effective measure did not evoke any response, A the
provisions of the State Aid to Industries Act‘had still to
be followed to get state aid ifvide secfjon,4 of the Act)
which prohibit stéte aid to industries, except under the

provisions of the Act."®2

92. Quoted in Nalarajan B:A Report on the Working of the
Madrag State Aid to Industries Act, 1922, op.cit.
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Taking the period from the passing of the Act upto the

end of 1947-48 of the 307 applications received by the Board

of Pndustries, 104 or ‘about one—third of the total wera
recommended_ to the government for sanction o2f aid. : of
these i04, only 52 applicants were granted aid by
government. The total amount of aid for which applications

were made was Rs.1,39,77,058 while that for which the Board

recommended aid was Rs.46,61,586 or 33.4 per cent and that

which kgovernment sanctioned was Rg.28,60,636 or 20.4 per
cent of the total aid applied for.®%2

Thg Board of Industries had rejected nearly two-thirds
of the total number of applications received. Under the Act
there was no provision for a review of the order of refusal
of the Board but an order sanctioning aid could be reviewed
by thé government. Among the reasons advanced by the Board
for rejection were the following:-—

1) Ineligibility of certain industries teo get aid under
the provisions of the act.

(2) Ignorance, inexperience or inefficiency of the appl-
cantsa to undertake and manage the entarprise or
business concecned-' A

(3) Failure tp furnish full particulars

(4) Unsound financial conditions of the applicants

(5) Ingufficient assets and

(6) Failure to furnish adequate security

93. Ibid
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Arn important fact that =msrged from an analysis of the

fortunes of the 400 and odd applicants was the smell number

of applications from experienced bugsinessmen and

entrepreﬁeurs.

"It cannot be said that this province suffsrs from
paucity of businessgs talents. Promoters of new A1dustrian,
who had any reasonable prospect of securing help jades ]
private financlal agencies hardly thought of approaching the
Board. Hesitant and reluctant generally to apply for statas
‘aid, they could not have been encouraged wheﬁ applications
of some.enterprising firme 1like tbe INMettur Chgmicals. and
J. M. Jame? Bros. were turned down.”%%

Raeliable atatistics relating to the number of
enterprises =eztablished in the Province, including those
belonging to the cottage and unorganized industries are and
were never available. But in respect of the 29 industriss
which had been brought wi%hin"fﬂe‘SCOpe‘of the Industrial
Statistices Act of the goverﬂﬁedgﬁof india:uptc Septembsar

1949, statistice relating’ fo the ﬁﬁmber of registerer

factories, number employed, fikéd and working capital, etc.,

were available. The number of factories i thezs 20

industries was 1244 and the amount of fixed capital inveasted

in 11 of +them was Ra.lﬁ,?l,dz,i17 and total productivse

L

capital Rs,35,32,37,774. = The total financial aid o

Rsf63-47>1akhs granted under the Act formzs 4.92 per cant of

the fixed wzpital and 1.80 per cent of *he total production

4. Ibid



capital of these 11 industries consgisting of rice milling,
sugar distilleries and breweries, vegetable oils, soaps,
tanning, glass and glass-ware, deramics. plywood and tea
chests, matches and cotton textiles. The contribution of
the Act to the industrial development of the province-had
thus been inconspicuous.?®

The greatest drawback in the administration of the Act
was the lack of provision of technical and other facilities.
In this context the State of Mysores stood in contrast +tc
Madras. There, individuals interested in particular
industries could apply to the gdvernment for a detailed
enquiry to be conducted regarding their p?ospects. The
matter would be referred to the Board of Industries and
Commerce which would copduct a praliminary eﬁquiry.and make
its report;available‘to the intending entrepreneurs. In the
case of industries aided by the State, the government would
arrange for the selection and import of machinery and plant
and later help the firm with their engineers and technical
personnel in their erection. 'Between 1912-13 and 1935-36,
the Mysore government had thus helped in the installation of
more than 700 factories of which 22 were sugar mills, 33 oil~
mills, 78 flour miils and 136 rice mills.®*

Apart from technical assistance, facilities for ‘the
supply of raw materials, aséistance in marketing efc. were

also conspicuously absent in the Province. But these

95. Ibid (See also Notes  for the Conference of
repregsentativea of Department of Industries, op.cit, for a
gimilar conclusion reached 1In 1933 itself)

96. 1Ibid

58
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supplementary meagures, | though they could not be
incorporated in the Act itself, had to be accepted and acted
upon if the financial and other aids granted to industries
wear to bear maximum fruition.

A REVIEW OF OTHER FORMS OF STATE ASSISTANCE (OTHER THAN

From the copious and detailed notesg written by
L.B.Green, the Director of Industriss and Commerce, Madras,
it was clear that the government was seized of the necessity
of acceierating as far ag pogsible the industrial
development of the province.®7 Prior to 12Z6 the policy of
the local. government in regard to industrial development
included the starting cof pioneer industries with a view to
ascertainiﬁg the commercial possibilities of nmnufactﬁring
articles not produced in the Presidency. In view of the éo—
called facilities afforded by the State Aid to Ipduétrieé
Act when it bscama lsuw Fﬁ”1923; the policy of gove:nmént in‘
regard fo the pionearing of Industries underwentA gsome

‘modification‘ in 1926  and it was laid down' that‘ the

experimental work of the department of industries should not

ordinarily proceed beyond the stage of laboratery iests and

that pioneer manufacture on a commercial scale should be

97. Among the many “notes’ that L.B.Green authored during
his tenure the more important ones, in our opinion, include:
(a) Industries - Appendix 1 in Census of India, 1931,
Volume XIV, !adras Part I - Report by M.W.M.Yeats, Supdt.of
Census Operstions., Madras, 1932 (Reprinted 1987 by Usha
Publications, New Delhi) pp 200-263.

(b) A HNote on "The Economic Resources of the Province of
Madras and Possibilities of their Development”

- Develcpment G.0.No.9%00, 4th April 1939.



left mainly if not entirely tpvprivate snterprise. It was
also considered advisable to concentrate the attention of
the department on the organization and development of small
industries preferably on cooperative lines, particular
streas being laid on the importance of village or rural
industries with special. reference to their suitability as
subsgldiary occupations during the slack season for the
agriculturists who constituted fhe bulk of the population.
Thie policy was followed in subsequent years with littls or
no change. ﬁnfortunately the political system of governance
did not provide any mechanigm to translate intentions into
action with the resuit that the elaborate plang for action
remained inactive. Further, the transfer of . the
government’'s pioneering endeavours inte commerclial
possibilities lwould have inveclved c¢losse conpesraiion wi%h
intending entrepreneurs mostly in the privats =msciter which
again the syatsn dii not facilitate. - Congegquently,
government's indqstrial veﬁt@res did not really stimulate
large scale industfial activify ‘in the province nor did it;
make a percgptible impact on ﬁhe rural populatién’who had
been severely affected by the economic depression and the
fall in agricultural priceé;l whilst the decay of local
industrieé left them with no suppleméntary sources of income
outside the seasonal periods of their agricultural work.

Iin the Aﬁministration Repbrt of the department end;ng
31at March 193%, Green observed {hat the problems involved

in a national effort to develop the economic resources of
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India were so vast and complex, that the more closaly thoy

were examined it became evident that mere ad hoc

were bound to produce unsatisfactory results. He noted

i
-
o]

jie]

nothing short of compreanengive and centralized plenin

could ensure the maximization of nationeal effort in all itz

agpects. While industries of n' zi-:al Importance oizld no
covbi have ta te established in which porascsgsed

i raw materials an:d commanded the

larses® markasts, it was ‘very desirable that industrial
develeopnent in India be spread over as wide an area of *the
countery as pogsible insteéd of being concentrated in a few
large urban areas.?® Iin cerder that th2 resourcocs of liadrasg
bs kept prominently in +view in draw;ng up s&chames feor tha
development of industries on an Ali India:basis, Green drew
up a note on the l"Economic Resources of the Provincs of
itadras and +the Posgsibilitiegs of their Development” bhafors
nsroceeding on leave.®?

On many occagions Creen referred to the>fact that in
congsidering the poss%bilities of development of industries
one was greatly handiéapped by tha a2k of ccaurnte
knowiedgé of the geological and mineral resources of the

proTince. He therefore stressed the advisability of

attaching a mining geologist to the department of industries

Administration Report of the Degpartment of Industrics
) Commerce, Madrag for the year ended 3igt March 1923¢%.

- Qevelopment G.0O.No.2474, 9th October 193¢,

., L.B.Green :A Note on "The Economic Resources of +Is
nvinces of Madras ... op.cit
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and the need for conducting an intensive and extensive
geological survey of the Province.

While it was realized that the establishment of large-
scale industries had- to be encouraged not only for the
direct employment which they provided but also because they
rendered possible and greatlyifacilitated the development of
new, medium and/or gmall scale industries it was generally
recognised that ﬁo scheﬁe for the economic reconstruction of

a vast agricultural country 1like India could be complete

without sdequate provision for the introduction and
development of rural industries. In the Madras Province,
86.44 per cent of the population lived in villages. Only a

small percentage of thé population found employment in
factoriés. The number of ocperatives employed in factories
repregented only 0.39 per cent of the total population while
the number of those empioyed in factories other than
textiles could not be regarded as altcgether satisfactory.
It had therefore becohe very neceggary to attempt to develop
rural industries. °?®

The point to be gstressed here is the fact that
officials like L.B.Green}‘ V.Raﬁékrishna“°’ etc., have
written detailed notes, submitted precise memorandums to
official bodies 1like the Tariff Board listing out the
problems that hindered the rapid industrial development of

the Province in general and of the cottage/small industries

100. Ibid

101. L.P.Green handed over charge to V.Ramakrishna at the
end of December 1938.

- G.0.No.2474, %th October 1939%.
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in particular with concrete suggestions to make the rural
economy ‘more vibrant. In 1927 the government had appointed
a special officer to make a detailed survey of the cottage
industries inrkhe Presidency to devise means for the re&iQal
and extendgion of rural iIndugtries on an economlé footing and
for the organization of subsidiary occupations for
agriculturists. The gpecial officer submitted a report for

each district and also a consolidated account for the

Pregsidency as a whole. The reports were duly published for
general informatlon. The government constituted a Committee
of non-officials, with +the Direccor of Industries as

Chairman +to examine the s@special officsr’s report and  to
submit proposales for the effective encouragement of cottége
industries: The committee formulated lts recommendatloﬁs in
respect ©f 15 major industries. While these proposals we;e
under examination the financial position of the fro#inces
became unfavourable and the government gasged orders on such
of the recommendations of the committee as did not involve
additional expenditure but deferred consideration 6f the
other recommendations. The developmeﬁt of the followiné“
industries was awgsisted in one form or ~others: Button?
making, Bee-keeping, Basket making, Céne and Mat making,
Coir, Chalk, ' Embroidery, Handmade paper making, Slate and
Toy industries. But it could not be claimed fﬁat there had
been any considerable revival of cottage industries. Since
the report of the gpecial officer for the surfey of_cott;ge

industries in the Presidency was published in 1929, little



74

further data in regard to the existing cottage industrieg
other than textiles had become available as there yas'no
district’syaff to collect such information. The only remedy
the go&ernment_could'think of in such é gituation was *to
constitutekﬂagain a committee of the provincial economic
councilrfto examine the whole gqguestion of cottage and small
scale industries and the siteps that could suitably be‘taken
to revive and develop them.”*°2
Among the diffiéulties which had tended in the past to

restrict the development on a large scale of industries in
ﬁadras, were the high price and scarcity of fuel owing to
the fact that nowhere south of the Hyderabad state héd éoal

bean found,(to exist in workable deposits. Howévef thg
possibility of establishing several important industries not

thought of years ago had'beén b;ened up by the advent of
electrie power over a 'Qidé ;fea of the Provincep The
weakness of India’s economy were cléarly revealed during the

depression when her dependence upon éxpofts of agricultural

produce brought about a very difficult position, the sharp
fall in commodity values upsetting ﬂéffbalance of trade. It

was also realized that the industrial position of a country

102. For more details of a descriptive nature gee
(a) Village Uplift and Village Industries - Measures taken

by this Government - Resume furnished to the Government of
India ‘ ’

- Development G.0.No.1402, 11th October 1635.

(b) Cottage Industries -~ &Scheme for a Board of Rural
Development and Cottage Industries Institute

- Development G.0.No.307, 27th February 1935

(¢c) Cottage and Small-scale industries - Development and
Resuscitation ‘ i

- Development G.0.No.2604, 24th October 1939,
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whose industries depended to any considerable extent for
their supplies of materials upon foreign sources which werae
liable to be interrupted in the event of international
complications arising must be precariously placed. Thus it
wag felt that the first step was to draw up a definite
programme or plan fbr the development of industries on an
all-India basis after conducting snquiries as to what
indugtries of economic importance offer gcope for
‘developmeﬂt in the wvarious provinces. According to Green
the initiative in this matter had been taken by the Minister
for Industries and Labour in Madras whose efforts had
resulted in the setting up of a National Planning
Committee.?°%

"The .neceassity of drawing 'uﬁ an orderly plan - of
economic development for India had become so generally
recognised that even if the Natioéai Planning Committee had
not been set up it would have béén a questionléf choosing
not between planning and laissez' “faire, but bet&een having
in India a number of igsolated, sectionaiv and even
conflicting plans, each laid down by some government gréup
or interest, and an attempt to plan comprehensively the
general policy which, industries, as a whole ig to pursue.
Fortunately, this posgsibility has been avoided and it is now‘
realised that the character of modern technical development
in industry is such as to force upon us in India a publicly

planned economy a® a means of preventing the growth of

103. Green, L.B. :A Note on 7"The Economic Resources of the
Province of Madras ..."” op.cit



unemployment, and that the  extension of government
interference into the economic field_ig bound to remain a
permanent feature of the new order.”?°%

Efforta were made by"the provincial government and
through resolutions passed by the different <Chambers of
Commerce to get the automobile industry established in the
prevince’®3 and algo to have a definite share in the
proposed aircraft factory at Mysore.’'®® Green in hig letter
to the Secretary to government pointed out that if Hadras
did not take active steps in the direction of sestablishing
some basic industries, - there was ground for apprehension
that we should in a few years be. importing from other parts
of India considerable quantities of industrial products
which might be manufactured in this Province.?1°7 It was
also pointed out that if important industries were . to be
attracted to the Madras Province it would be necessary in
the interests of promotion of . industrial dasvelopment to
adopt in suitable cases a gimilar liberal policy +to that
followed by certain Indian states, -in the absence of which,
the drift of industries +*o other states would become more
pronounced in the future consequent wupon the increase of

taxation and the introduction of an excess profits duty in

104. Ibid
105. For details see the correspondence bhefwaszn the Madras
Government and the Government of India.

~ Development G.0.No.2662, 25th October 1938 S

106. Details in Development G.O.No.1316, 2Znd July 1941
(confidential) : ‘ ; ‘

107. Letter from L.B.Green to Karunakara Menon, Secretary to
Government, dated 1st May 1941 ‘ . -

~ Development G.0O.No.1316, 22nd July 1941
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British India. As compared with Bombay . .and Bengal,. Madras
was extremely lacking in industrial enterprise“and a change
in the outlook of the moneyed clagses of the Province was
algo needed: ”som; of the people who speak the most aﬁout
the need for indugtrial development are the most reluctant
to invesgt money iﬁJindustrlal enterprigseg. 198

In August 1944 the Madrasg government felt the need to
lay down its policy towards indusgtries and a press
communigque wag igsued about it. Industries were divided
into four clésses:—

(a) Those wholly financed, controlled and managed by
government ;

(b) those in which the government would take a
ma jority of the shares but wéuld allow ppivate management
where necessary;

() important industries in which government would
take a fraction of the shares and would also have
representation on the Diresctorate; and

(d) private enterprises in which government would givé
the necessary help, advice; as well as technical and other
assistance. 109

Schemes for. industries in classes (a) and (b) were to

be prepared by government themselves with the help of

technical experts. Schemes for industries in clagses {c)
and (a3 were to be prepared primarily’ by private
indusgstrialists but government would make skeleton scheﬁes
108. Ibid

10%2. Development G.0.No.1033, 13th March 1945
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available for industries in this class. The Industries Sub-
Commities of tLhe Pasi—-War Reconstruciion Commiiizs had
endorsed this classification.??® A e  the particular
industry to be brougﬁt under each head, it had been decided
to examine each c&se on merits as and when it came up
instead of following a rigid alignment. At the same time
the general principle had been accepted that basic and vital
industries would be brought under classea (a) andr(b)

Iﬁ 1945 the government of India issued a Statément on
Industrial Policy on the ground that a. stage had been
reached when they considered it ‘would be in the public
interest‘to ﬁake an announcement of the conclus;ons reached
by them on varioug agpects of policy.?1" The Government of
Iﬁdia Act of 1919 had made industries a provincial subjecf.
Thereaftef fhe government lost direct.interest in industria;
development and the Provinces had neither the financial nor
technical reéourceg to stimulate development on any
significant scale. Under the Government of India Act, 1935,
the development of industries was still a provincial subject
but it was open to the centre to declgre by law that the
development of certain industries under central control was
expedient in the public interest and thereupon, the

development of ‘such industries would  become a central

110. Recorded in the letter from thé”Development Bepartment,
Madras to the "Sec¢retary to the Government of India,
Department of Planning and Development, dated 2nd June 1945,
- Development G.0.No.2785, 17th July 1945,
111. .Poat-Uar Development - Government of India’s Statement
on Industrial Policy .
- Development G.0O.No.2785, 17th July 1945.
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sub ject. ffowever, neo such Act had in fact been passed by

the Central Legi:s e with the result that the development
0f industries remained a wholly provincial subject. In 1945
the government of India felt'that the continuance of their
exist}ng policy would not help India mest the objesctives of
pogt-war development. In othuer countries techiiological
advances had been immense with a striking increase in the
total volume of skilled labour. If India was to make rapid
headway and if the standard of 1living of the masses had to
be effectively raised a vigorous and sustained effort was
necessary in which the State no less than private inéustry
had to take a part.112

The primary point in industria® peclicy was the extent
to which thea state would take part in industrial
enterpriaa. In India, ordnance factories, public
utilitiesn and railways together formed a considerable

cotal industrial saterprise which was

proportliein of
already very largely stafe—owned and state operated. ,Th;sv
arrangement was to continue. Further it was decided fhat
the bulk generation of électri: power would, as far as
posagible, be a atate concern. Apart from these, basic
industries of national iméortance would be nationalized
provided adequate private capitél was not forthcoming and it
wags regarded as essentiai‘ in the national interest to
promote sugh industries. For the p#rpése of government

policy basic Industries could be defined as including

112. Ibid
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aircraft, automobiles and tractors, chemicals and dyes, iron

and steel,-fpriﬁe:hﬁavefs;’ trénsport :vehiclegi'delecf:ical
machinery, gﬁcﬂihéﬂtooié,relectro chemical and nqq—ferfous
Ymetalv indu#trie%. All other ‘industries  would >be‘ iéft %o
private enterprise under-V§rying degrees‘ofbcbntroi. Theré

wasg to be notcontfol except such: as was required to ensﬁre
fair conaitidns for labour in the cagse of such industries as
‘those catering for'ofdinapy congumers’ demands and subjeét
to free c&mpétition;'in the case,of.indust;ieg of a seﬁi—
moﬁdpollstic ﬁétﬁre or those that controlled syarég natu;al
regsourcesg there coculd be a gtricter control varéi;é with fhe
circumstaﬁé;s of each ofe. Th§ views expressed regarding
fhe zacope '6f nationalization was to be discussed with
.prov;nces and also with the more important Indianlsfates and
a further statemeﬁf igguded as o whether the‘scope Qas:to be

enlarged at all, and if so, to what extent.173

The government of India had also come to the conclusion

that they must take .power . to licence - industrial
undertakings. They‘hadfthen'no_power except for emergency
war—-time éontrols,’to-regulate the growth of industry. One

éffeéf‘ of this unregulated  freedom to promoté industrial
enfefﬁriéeihad‘been the conéentcatioﬁ of industry in certain
éréaé;‘furfﬁer:‘thére.was a.tendency for entrepgeneurs to go
in for schemes "which: promised quick<3returns 1eadiﬁg to
1opsiaed developmeént, 'a scramble for some industries with

the danger of over production and excessive competition and>

113. Ibid
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inadequate attention to other indusctries which were equally
necegsgary i tha national interest. To overcome this
difficulty fbhe government felt it necessary to fix targets,
to allocate them on a regional basis and to see that these
targets were achieved. Ags government had no authority then
to do all this, it was proposed ito take power to 1l: :ence the
starting of new factories, the expansion of existing
factories, for, without this power, planned industrial
development would be guite impbésible. At the same time in
order to avoid unnescessary delays it was proposed to set a
monetary limit to the plants or projects requiring licence
so that very small plants, moderate‘extension df existing
plants or replacements which do not add to output would not
be sub ject to licensing. It Was realized that ‘the
administra;ion of the licensing s:. ztsm must be such as to

assure Indion

statee that their legitimate desiré for
indusic® o0 T yre ¢ wAg not svaerlooked., It was
accordingly propozad that a Board should be constituted at a

high level to advise the Central Government in the matter of

granting ficences for gspecified industrieg.t1%

Reacting +*to the Governmewnt of India’s 'étatement"dn
Industrial Policy, the Madras government felt that India was
moving towards a JCéntral' government exerciging unified
control over mattegs of wide énd vital concern towProvinceé

which was an anomaly considering the federal structure of
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the existirng Congtitution.??® Emphasiging that industry
could not be built piecemeal - "what is done now in, say
five years, will make it difficult to follow a different
courge later” - the Madras government made it clear that the
function of the centre in relation to autonomous provinces
waz more properly coordination than direction in respect of
gub jects which had been accepté& as falling within
provincial compefence. "The Madras government therefore
preferred the formation of‘an.all-lndia Board of Industry in
which the Central and Provincial goverﬁments were
represented at a high level, and the decisionsg reached by

the Board weré felt by the provinces to be decisions in the

framing of which they had their ghare. The mechanism of
such a Board of Industries would fit both int2> thae present
Constitution and a future federal Congtitution. " The

government of . Madras hoped that this organization commended
itgself to the government of India. If however, the Central
Government ‘did not agree then the Madras 'governmept laid
down that in all the industries which affected the province
and to the extent that +they affected, +the control and
financial interest of the province would be on a par with
that of the central government. The provincial government
felt that there was practical agreement between the pélicy

of the government of Madras (as stated in the latter’s

115. Letter from the Development Department, Madras to the
Secretary to the Government of India, Department ¢f Planning
and Development, dated 2nd June 1945.

~ Development G.0.No.2785, 17th July 1945.
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announcement of an industrial policy in August 19ﬁﬁ) and the
views expressed by the government of India.?%é

However, while the government of Madras welcomed the
re—-jiteration that central control would give industrially
backward provinces a preference over others th}ough the
machinery of licenging, no gerious attempt was being made to
determine in what form and how +the broad objectives of
regionalization could -best be achieved in practice. The
views of the Madras 4govefnment on the igsue of
regionalization are worth quotiég in some detail.?17?

"While +this government are fully aware that the
shutting out of outside capiﬁéf is inexpedient and harmful
to industrial development, they>feel that there can be no
objection to preference being given to local capital
whenever it is forthcoming. ‘ io achieve this object this
government consgider that guitable safeguardé’ ghould be
provided for in the legislation contempiated by the
Government of India and ample poﬁers given to the provincial
government to enforce these safeguards.

In regard to the promotion of new industries .in thig
Province this government coﬁsidef that they would be fully
justified, while issuing licences to company promoters in
stipulating that they should in the allocation of shares,
give preference to subscribérs of capital in the province.

Such stipulation will not be unfair to the companies for it

116. 1bid o

117. Letter from the‘Development‘Department, Madras, to the
Secretary to the Government of India, dated 12th July. 1945

~ Development G.0.No.2785, 17th July 1945.
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leaves -the door open to them to allocate shares upto any
amount which they have not been able:  to raise locally to
persons outgside the province. It is nct the intention that
any restriction should be placed on the freedom of the
public¢ to buy and sell shares after they have been alloted,
but the following further conaitlons may be stipuléted:-

(a) The managing agency should not, except with the
consent of the provincial government be given to pergons who
are not natives of or domiciled in this province;

(b)) the majority of the Directors should be persons
domiciled in thig province;

() preference should be given other things being
equal to persons whose domicile is in this province in
making appointments, and

(d) theyvshould take and train apprentices sponsored
by government.

If the points specified above ars made  the conditions
of a licence, their enforcemefit will not be difficult. Any
contravention of the conditions will render the licence
liable to cancellation. Since the lndustrigi concern cannot
function without a licence a risk of its cancellation’will
operate powerfully to secure compliance with its conditions.
Hpreover, each of the industrial concerns will be‘dependent
on the provincial government fof various facilities . and
concessgions, and a rigsk of wifhdrawal of these concesioﬁs
will also operate to secure éémpliance with the conditions

of the licence. To emwforce the conditions atipulated above;
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it is essential that the power of issuing licences should be
glven to the brovince concerned. Unless the 1licensing
powers are vested in the Provinces, it will be difficult to
iﬁpose on licenceg terms which are best adapted to the
peculiar conditions prevaiiing in each province...when the
central government undertake legislation for the licensing
of industries they should make provision in the Act vesting
licensing powers in the provincial governmentsg.”?78

We do not have the reactions of the public to the
Government’s Statement on Industrial FPolicy but an extract
from the Journal, Eastern Economist (which the provincial
government had deemed important ehough to be filed) could Qe

taken asg some sgort of represehfative'opinion of the private

sector.*1® ‘Commenting on the objectives of industrial
development as spelt out by  the Government’s press
communigque, the journal said: 7”The country has heard all

thigs before and if it ig not impressed by thesge new
declarations. - and affirmations, it is becausge this
government when it had the chance of a generation had
miserably and wantonly failed to avail itself of it. If a
gigantic and totalitarian war requiring every ounce of
resource for the purpose, defence and attack hag failed to
carsry India forwards, what is the hope that anything

tangible will be achieved so 1long as the same fegime

118. Ibid

119. Extract from the Eastern Economist, Volume IV, No.17,
dated 27th April 1945. Recorded in Development G.0O.No.2785,
17th July 1945.
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continueg to be in the saddle?”?2° On controls, the article
argued that controls were eggential but should be the very
minimum required and that they should be informed by
adequate knowledge and administered by men with an average
degree of honesty. "It is no condemnation of the
government’'s enunciation of the principle ¢f control to say
that the public have no confidence in the present machinery
of control which Thas been singularly incompetent and
restrictive of development. The objectives of control have
been set down in too vague and general terms; one would like
to know the methods which would be adopted to secure
balanced investment in industry, agriculture and the social
services. Apparently they have not been worked out.”121

In 1949 the government was still talking of the
procedure to be adopted for government assgistance to
intending industrialists. There had been no response to the
communique issued by the provincial govarnment in August
1944. _Subsequently the Provincial Pogt War Reconstruction
Committee on Industfies‘was abolished and & new Industries
Committee with sub—committees to. deal with sepscific groups
of industries was’congt%tgted as, a subsidiary body formed
out of thé post war reconstrucfipn general committee. The
sub-committees and the general committee itself had examined

the possibilities of starting various .industries in the

120. Ibid
121. Ibid
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province %2 But as always, action sand operationalization

of the recommendations eluded the political system.

122. See “Note’ — Development department recorded in
Development G.0.No.5631, 24th November 1949.
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In this section we attempt to put together sgsome data
culled from the census and other reports to get an idea of
the percentage of population supported by the industrial
sector on thg undergtanding that the industrial policies
pursued by ‘any government and specially one aimed at
promoting the industrialisation of the economy should get
reflected to some extent in guch statistics. Our attempt is
also to highlignt the fact that ever =since the beginning of
the century the non-availability of rigorous and guthentic
data on the state of the ecconomy hampered planning, which
fact was recognised, recorded and solutions were laid down
but neveerperationalized.

IQ 1902 a note on ;he material coaditicon -f the Madras
Pregidency based on the 1%01 census,’23 noted that with
regard to the occcupations of the pecple no full and useful
comparison could be made between the results of the last two
censuges partly on account of changes in grouping and
classifying the occupations - a refrain that was repeatéd
after every decennial census and which made any sort of
intelligible compa:ison between censuses almost impossible.
The 195901 classification under occupations showed 71 per cent
of the people dependent for their subsistence on
agriculture, 17 per cent on industries including petty
trading, 3.3 per cent engaged in government servicekor the

learned professions, 2.9 per cent 'in pergonal sgservice, 2.2

123. Revenue G.C.Nos.711-12, 11th August 150%.
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per cent in commerce or trade and the remainder unskilled
non—agrigultural labourers or of ‘indefinite occupations.

Not only was the proportion of industrials exceedingly
small but the bulk of the industries were petty; nearly half
of the so—-called industrials were Qholly concarned in the
petty trades and businesses supplying the small wants of the
Vlliages, such as the toddy-drawers, rice pounders,., leaf
plate gstitchers and. others engaged in sesmall occupations
connected with the supply of food and drink. In these
indugtries the wages, - skill, status and intellectual
standard of the workers were at a low point, much of the
labour ranked little above unskilled labour, and there was
ne scope for advance beyond ancestral methods. In factories
the dufput was much larger than 10 years ago. and the quality
showed some improvement, but all factories and mills were
not on the &Same level of ~énterpfisé of téchnical and
business knowledgs and or organization. It may be noted
that in‘1901 there were in Madras, inélusive cf enterprises
worked by Europeans, only 335 Joint Stock companiss of all
gorts including 242 banks - mostly ﬁidhis or co-crperative.
fhrlft and 1qan: associations - 39 +trading companiss, 32
mills and pregses, 4 miniing associationsg, ¢ sugar factories
and 3 other enterprises. The lincrease in the number of
joint stock companles between 189%1 and 1901 had been chiefly
amongvnidhis -~ from 215 with a paid-up capital of Rs.172

lakhs to 335 with a paid up capital of Rs.253 lakhs.’i24

124. Ibid
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It wae this smallness of the industrial base that
prompted Chatterton to record in a note drawn up for fhe
Cqﬁmittee set up to consider the subject of industrial
education that it was useless to provide for téchnicai and
industrial education unléss, at the same time efforts were
made in ’some way or the other to improve the status of
existing industries and provide for the introduction of new
oneg.123 Ancther aspect revealed by the census data was
that hardly 11 per cent of the population lived in towns.
Consequently it was pointed out that it 'would ﬁe almost
impracticable to get to +the industrial classés of the
population by mere establishment of industrial schools
without taking this aspect intoc consideration. Under these
circumstances,11Chattertop pointed out the necessity of
taking up, ons by one, the iméortant industriés of %he
Presidency and making a detailed survey of them in ordsr +o
digcover whether it was possible to effcet improvements, and
if so, to point out the lines o# which they could be made
and to assisgt private enterprise with expert advice.12é

Contributinrg a note on ”industrial ocrupations” for the
Madras Eresidency_for the 1911 Census, Chattertcn obéer&ed
that the Praesidency was a1m§st whﬁlly devoted to
agriculture, and, with the ‘exc;ption of a few cotton and

jute _mills. two or vthree sugar factories, and a cement

125. Letter from Chatterton to. .the Director of Public
Instruction, dated 13th Novemner 1%03.

- Educational G.0.No.313, 12th May 1905. X

126. See notes connected with G.0.Noe.313, 314, Educational,
dated 12th May 1905.
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works, it possegssed no primary industries organized on
modern linesg, unless such preliminary industrial processes
as cotton—ginning, rice*hulliﬁg and 0il-milling were
included. There was no import of raw materials from abread,
except for what may be called secondary‘industries, and much
cof this, as well as what was retained in the country of the
local produce was Qorked up by methods which had as yet been
but slightly influenced by the industrial reveoclution which
had occurred in more advanced countries. Chatte;ton
attributed the prevaiiing unsatisfactory state of affairs to
two reasons: (aj the complete disseociation of the
intellectual classes in the country from its industries, and
{b) the absence of mineral wealth.27

The ceﬂsus'returns, supplemented by the vast amounts of
statistical Iinformation which was collected oy the various
departmentsa of Government which déalt with agriculture,
industries and commerce while throwing a gzood deal of light
upon the economic conditions of the people also revealed in
unmistable terms the poverty of the country ﬁeasured by a
European standard. The returns emphasized the fact that the
Pﬁesidency wags esgsentially an agricultural country, with
only 5 per cent ;qf its population actually engaged in
industrial work. There had been no large indgatrial
development of any kind which would give occupation to a

large number of people, whilst there had been a by no means

127. Census of 1India, 1911 Volume XII, Madras, Part II -
Industrial Occupations (Alfred Chatterton). Superintendent
of Census Operations, Madras, 1912.
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insignificant'dévelopment;iﬁ the use of machinery, which had
thrown out .of emﬁloyment much industrial labour of a low
type. For iﬁstance, handfspinﬁing was practically extinct,
;lce pounding was beginning to“diéapéear, and in a number of
other occupations small’ factories employving machineryﬁ wasg
displacing hand labour .22

During the ten years under review it could be fairly
gaid that the people of Madras had come alive to the
neceggity for the creation of some meagure of industrial
life. v The conditions in Madras were brobably. legs
favourable than in any other part of India for the creation
of an industrial system on'modern lines. Not only were
natural regources limited bto‘ agricultural products, but
there was no concentration ;ithéf of industry or population
in local centres which Qoul& créafe favourable conditions
for the disp63a1 of 1local manufacfﬁres, For nearly every
clﬁss of gooda thse markét wags widely difiused, and extremely
vulnerable to impobts owing to the extensive sea coasta yith
numerous parts of entry. Much of the progress between 1901
‘and 1911 Chatterton claiﬁed, waé due to the Government’s
efforts to gi#e suitabié assisténce to private enterprise.
The Government accepted the policy' that industrieé must
exist before technical education couid be ofnany‘use. and
that the "Education Department‘ could only pfovide fof
existing wants and could'nof creaté new'openiqgs; Thé work

done under government gsupervision had resulted in the

128. Ibid
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successful establishment of the aluminium industry, of the
chrome leather industry, of irrigation by pumping, of the
rural industrial factory, and in the substitution §f the
fly-shuttle loom for the indigenous hand-loonm 6ver large
areasa.12%

An examination of +the provincial censug réturns for
1921 revealed that, while the population as a whole ﬁad only
inecreagsed by 2.2 per cent, the increase in the population
supported by pasture and agriculture was 4 per cent from
29,586,737 to 30,781,678, At the same time it was
difficult, as Cotton noted, to suggest any adequate
explanation, 1f the figures were reliable, for the extent of
the fall under the general head "Industries®” from 5,5?1.058
to 4,812,771, equivalent to nearly 14 per cent, thougﬁ the
high price of foodgrains .in parts of the country wﬁén tﬁe
census was taken and general tpadg{dep;ession cduld have led
to a temporary abandonment of mdﬁy cottage indﬁstries in

favour of agriculture or emigration.?2°

On the 31lst March 1921 there were 511 factories subject
toe control under the Indian Factories Act though 14 were out
of commisgion throughout the year. of thesé ’353 wvere
perennial and 159 geasonal. 155 of the seasonal factories
were connected with the cotton industry. Thg average daily

attendance of the operatives was 101,655, 7177 being

129. Ibid
130. Ceénsus of India, 1921, Volume XIII - Madras. Part II -
Indugtrial Occupations, contributed by C.W.E.Cotton,

Superintendent of Census Operations, Madras 1922,
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employed in Government and Local Fund concerns and the
remainder in privately owned factories. In the case of
establishments employing 20 or more persons, it was poasible
to institute comparisons between the figures for 1211 and
1921. The total number of such establishmentslrose,from 867
to 1384, the increase. being most marked in the case of
textlle and connected industries from 10% +to 302 and food
industrles from 149 +t¢ 325. The total number of persons
employed: was 131,644 in 1911 and 166,465 in 1921, the
proportionate increase being lower than in the number of
establishments, which supported the contention that the
majorit& of new establishments were on the small side. The
number of skilled workman rose fro: 411241 teo 42412 onlv,
while the additions in the number:'@ of women and childreﬁ

employed were not proportionate-te the general increase.’?’

The census figure for 1931 'did not record any dramatic
changes when compared with those of 1921. Again
definitional problems do nof “allow for any acéuracy 'in
comparison. But, taking, earnersgs and working depehéants to
be equivalenf to the ‘actual workers' of 1921, the:ﬁumbé; of
employed went up by nearly 6 millions. Much or most of
thia, however, wés accounted for by the swolleﬁ figures éf
domestic gervice - probably over 5 millions. Making
allowaﬁce for this, the 193} total became little abové that

of 1921, and workers would thus appearito have increased

131. Ibid
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much less than the 10 per cent by which the tetal population
grew. Agriculture continued to dominate the cccupation liset
accounting f&r about. 70 per cent of those employed. In
‘industry' the numbers employed increased by 3 per cent, the
chief contributor being textiles which had 70,000 more
asgociated persons repregenting & 13 per cent increase. 28
By the close of 1930, the number of factories had
increased three fold (from 511 in 1921) to 14661 and these
were made up of 1223 permanenf and 438 seasonal factories.
The numbef actually in commission was 1527 the remaining 134
having been closged for various reagons. 166 éf the perennial
and 319 of the seasonal, that is about 30 per cent of the
total number weré'connected with the cotton industry while
industries of food, drink and tobacco accounted for 769
factories; The average number of operatives smployved daily
(that is, in the'1527 factories) increas;d within the ten
year period ' to over 142,000, that is, by about 40 per
cent. 123 However as already pointed out earliér, the number
of operatives employed in factories represented only 0.39
per cent of the total population while the rate of increase

in the number of employees in factories other than textile

132. Census of India, 1931, Volume XIV - Madras. Part 1 -
Report. Chapter VIII - Occupation, Superintendent of Census
Operations;, Madras. (First edition 1932) (Reprinted 1987,
Usha Publications, New Delhi)

133. Appendix I - Industries, Contributed by L.B.Green in
Census of India, 1931. Volume XIV - Madras Part I - Report,
op.cit
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cauld, by no stretch of imagination. he ragarded a8
satisfactory. 24
An obsérvation that was repeatedly made right from the
early decades of the century was the nead to'capture more
authentically the economic status of the province.
Chatterton recorded this absence of accurate and complete
information in his review of occupations in the Madras
Presidency for the 1911 census
"The unrest and digcpntent with the existing
regime, which has marked the opening vears of the twentieth
century in Indisa is laréely due to economic causes and to
ignorance of real facts.‘ On the one side too mucﬁ atrtention
is probably concentrated on the rapid expaﬁéiom of thé
foreign trade of Eira country, wh;lsf bn  the other, too
narrow a view is taken oflfhe land revenus ad&inistraticn
and the - effects of ﬁefiodic revision of the land
settlements. Z wide and more detailed knowledge of the
economic condition of the country - on the Qarf _of the
educated public is called for, and it geems possiblewthét it
would be advantageous to infroduce legislation to enable
this result to be obtained with grgater accurécy than is at

present possible.”133

Chatterton drew attention to an English Act passed‘by

Parliament in 1906 for taking a census of production. This

134. L.B.Green, A Note on 'the ﬁEcohomic Resources iof the
Madras Presidency ...” op.cit N

135. Census of India, 1911. Volume 'XII, Madras, Part II -
Industrial Occupations, op.cit



Act empowered the Board of Trade in England o call for
refurns from every factory or workahop.under the Factory and
Workshop Act of 1901; from every mine or quarry, from every
builder, from every person ‘who‘by way of trade Or bhusiness
executed works of construction, alteration or repair, from
every persoﬁ who by way of trade or business gave out work
to be done elsewhere than on his own premises, and from
every person carrying on any other trade or business which
may be prescribed. It provided that the returng so received
would be treated as cohfidential;'and that the data derived
from them would be published 1A 3such a way as not to
disclose information which would be detrimental "to the
individuals or compéﬂies furnishing the same. Finally it
authorized the imposltloﬁiqf'penaltles‘for infraction of the
clauses enumerated. It was generally felt +that the
enforcement 6f such an Act in India would bé impracfidab1e
when the  scale of productioé was extremely small.
Neverthéless the opinion was expressed that it would be
useful to take power to carry out at convenient intervals a
census of such‘items of production, chiefly in the wayv of
tools and plant, which would furnish reliable data on which
to base generalizations fegarding"econémic gquesgtionsg 3¢
Both thé- Economic Enquiry committee of 1925 and the
Royal Commission on Agriculture in India emphasized
sufficiently forcibly the need for thé constitution of a

separate ‘statistical organization to deal with gquestions of

1346. Ibid

F7



economic Interest. The Madras Economic Depression Enguiry
Commlttee remarked that the absence cof a central depository

for statistics in the Presidency had beéen ksenly felt in the

course of preparing material for the amittee; and they

Lent Economic

recommended that there should be ‘a
Committee with « bureau of statistics in charge of a
responsible officer. fhe Madras government decided that
thetre should be one officer for the cqlléction of all

statistics and:that the statistical officer would work under

the Board of Revenue, the statidticea hitherto compiled in
the departments of >Ag:iculture ¢ and Industries being
transferred to the officer. The concentration of statistica

in one buread, if adopted by all prévinces, would, it was

.

suggegted; facilitate the interchéngé of statistical
information.1%7
Apart from .the duestion of how “best to organize the

compilation of atatistics, the. abgence of . certain

statiastics, particularly those relating to the inland trade

of India, was keenly “felt. Formerly statiastics of inland
trade - rail and river borne -~ were compiled, but these
unfortunately were discontinued in 1922 In almost all the

major investigations instituted by the Madras department of
Industries thereafter, specially those in connection with
the sgeveral enquiries conducted by the Indian Tariff Board,

the need for guch statiastica had become manifest. . In the

137. See Note on "Coordination and Development of statistics
bearing on Indugtries” in the Notes for Industrial
Conference, recorded in Development G.0.No.101é, 28th August
1933.
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case of the handloom weaving industry it waa possible upto
1922 to ascertain approximately the gquantity of varn
consumed by the handloom weavers in the Madraa Presidency,
but since the discontinuance of the inland trade statistics,
thia was no longer posaible except by arbitrary deductions
from the figures of consumption of yarn in India as a2 whole.
The Hadrés Department of Industries therefore requesgted the
government of india to resume the regisgtration and
publication of the inland trade statistics with a view
primarily to ' ascertain the movements of . commercial and

indusgtrial productsz and raw materlals for industries 138

99

A new publication lssued from the beginning of 1932-33

by the department of Commercial Intelligence and Statistics

wasg entitled "monthly statistics .- of the production of
certain selected induateies of India” and included jute
manufactures, paper, iron, and steel manufactures sulphuric
acid, sulphate of ammonia, petrol, kerosene oil, cement,
sugar, matches and wheat ' flour. The majority of the
concderns engaged 1In the above industries ~had aéreed to
supply the information on a purely . voluntary basis. The
Madras government expregsed the opinion that legislation
could be used to increase the coverage to include all the
industries coming under the operations of the Fac¢tories Act
and also enforce the supply of the necessary figures from

the mills and factories. 3%

138. Ibid
139. Ibid



In 1938 in a note again emphasising the need vfog
undertaking of Industrial survey’”of”fhé jcountry both in
respect of raw materials and manufactured goods, Green
wrote: "In pegard‘to manufactured goods a stgge has been
reached in the industrial ‘development of India when the need
for a census of industrial productfbn in thg different
provincea and preferably the states also has become

manifeast.” In their  report on a acheme for an economic

census of India, the statietical experts, Dr.A.L_Bowley and

Mr.D.H.Robertson had stated that theyyyﬁéd discﬁésédv fhé
proposal for a census of productioh with Chambers of
Commerce and with individuals in Calcutta, vBembay and
elsewhere, and that the general consensus of c;ini@ﬂ was 1In

roand so

&

favour of a censgus that was general and compulsor
dong as identification of individual firme was rendered
impossible in the report on it. It was felt that the cost

of censua for the whole of India c¢buld not be considered as

prohibitive considering the great gain in  statistical

knowledge that would result from such an undertakiﬂg_

Green also laid down in his note that the census of
production should be imposed as in Great Britain, by an Act
of the Central Legisiature which made ébmmunicéfion Qé the
facts demanded compulsgryf The attual'céﬁﬁuct-of tﬁe census
would be entrusted to the Director Geﬂéral af Commercial

Intelligence and Statistics. The dquestionnaire could be

140. Letter from L.B.Green to the Secretary to the
Government of Madras, dated 26th Qctober 1938. ’

~ Development G.0.No.292, 3rd February 1%3%

141. Ibid



wrepored by the Directoer General in consultalion with
Directors of Industries and irade representacives and could

in geneaeital be on the model of thaet in use in Greal Dritain

with necessary modjifications to suit conditions in this

countoy.14®
There was »no doubl much to - be said i1 favour of

orgpanizetion of

gstrengthening the economic and
5 5 » -
sovearnment as on its expert advice must. or ghould, depend
the framing and gshaping of policies. Bet ix this, as in
wany obheaen gpheres, the Government of Indie bad vel to plve

effect to the many conciele yecomsendal jong imoad.
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SECTION V

To recapitulate the burden of our argwsent so far:

. - . . . T LI . IR T 4 WIAT . B
(a) . the policvy of "discriminating intervention that the
colonial government pursued in India, left, capecially,

the Judian hand industs)es in a d=scadent condilion

withoul stimulating other fows of eccinomic aclivity to

o

imeet Lhe onslaught of Weslern competilion based

superior technology and raw maltenrials;

() the meagre Lol gerious aillemiptl e
governuent {(Javrgely Jdue to sioaslodc ance

and dirive of Al 7ired Chatterlon) wasg abovied premalurely

by Loy f e degpaiteh disallowing aviive state

participation in iondustrial activitys

(el the widespread condédmnation of Lord Norley's action aund
Lhe galhering storm of the Swadeshi movement fovrced the

govermment to  act; the Jaltier responded by setiing up

the TI1C;

M

{d) the provincialivation of iadusgisial devalopmeni codpled

.

with Inadeduate financial powers and isaufficient dirive

uit the pavit of i

who waeire content fTo hopes Lthaeil

privalbte enterprisge would come forward to comaercial lae
143. TFollowing Sabayasachi Bhattacharya
India” in The Indian Foconomic and OC
Voeluwe 17T, Neo .1, Januwary 1%60 1] we e
the fact that the kind of interventions
povernment in thie Indian economy djid &
but nol necessar the interealsg of the

i "haitgsasern—Failre in

Bz
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ihe few sasuccessful experiments Lhat the department had
conducted in some filields did not lead Lo any resurgence
o reawakening of large gcale indugteial acltivity in

the Presidency;

{e) vtatigticvy of production and cuployuwent while showing
soMe jigprovemant decenﬂiéllg didgd 1oL reveal any
diraigatic change in occupational classification; on the
contirairy definitional problems, nutwithstanding, tlhien
(as of now) the elaborale mauhinery wfl poveriment
fgi]ed to caplure in any form the various aspects of

the state of Lthe economy

Even granting ithe differunece in pervepiion heoelween the
central and provinceial guvgtnmants over the policy to be
purgued, the facl yeisined theat the verry logic¢ of
colonjalism nepalted whalever good inteniiong the provincial
governmeint may have bad and the oveirall divecltion of policy
was one domifiated by lmperial self-interest. %1 Given this
dcenario  of an  econoiny functi&uiug withiin a coulonial
context, we would like to record o few observalions arjising
from cur - analysigs of thhe functioning of ithe departument of
indusitcries in Madiras and the industiial el icy pursuved by
the Madias governmgent;

{31) In the first piace, right foom the itiwme Chaltterton
functioned as Disrector Qf:. Industries ™ and Tochnical
]-44 Se:-.'”-:;; H“»: .c'(‘m texi  Tyabji ,‘ Nasii "Goverumeni and the

Chenival Industries in Colonial Madras” Madras lugiiiute of
Pevelopment Studies, 1991 (wimeo)
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[
I

lnguinries, E}

was expresaly stated, that, far industyial

enterprige in the Hadires Presieeucy to be kindled, phe state

wouid 1ot only have Lo depasrt fyom its frwrd Py wi Vressa—
intervention butl inteyrvenae in & big way. failure of
entreprenetrship In Lthe South o India {as smpayed Lo lhs
counteirpart in ithe Wesi and Fagt of India) has been widely

documented by offjviala of the Madras goveripeent. While Lhig
could be tirue Lo a large extant (relaltively speakingl, €
has Lo be locatlted in the  iremendous conitrol exarcised by

Foglish privalte capital over souirces of finance, export

trade and Most of wholesale trade; Lhis coupled withh theis

-
[
T
i3

capaciity to influsnce Lthe wltlumate auvtboiri iy Britain,

reglridied the Jmpaci of any scenmingly 'radical’ policy thaet

Lthe provincial colondal soveirrnuent ey have adoptad T
appease uaLiQualSst sentiwents ., 110 The posi -wai yga?s & et
the acvceptance uf ihe policy of siate interVYention and ithe
enunviation of wolivies on seve al fronis bul Lihie somewial

favousrable climate created fou indusicial L Gad ot

EFLERF N Livee entoepireiieocial RIS FUAY Kl IS 3 ¥ the

qualitatively

dgtate. 1f the gtate failed to produce auoliier Chatterton,
the indlgenous Private sSocior did not noticeabhly saeri
itesel £ with Lhe regult Lthat there W s no sLtructural
trrangfoimwation el ther o Lhe cuenomy o atleast of the
sndustirial sector . The private sector then (as of nowl in
g T I o P a 7 . - - — s i ® i 3 v > %
145 Fou & s 3w Las abgervalion mue Raina jit Pas Gupla
v il e T e i de .. = . . g ° -
Industriael Change in Colounial Bengai” in Achir Chakiravarthi
M. ; ) ~ < . .
Edy: A Ls f . Sogio-Faeonomd Changey  and Yoliijcal
Awakaning in  Beng State Archilves © Weal Bangal,

Government. of Wees Béngal, Calodtia, 1989.




the province always maintdined a Jow profile cogpared ta {tsa

counterpart ih other parts of the country and the phenomenon

remaing ail unsolved puzzrnle even how.

{2) The question of regionalism in genecal wrd reglonal

econoinid growth in particelar which featured tiwe and again,
in the digcussion of specially those policies where the
Centiral govermaeni had a lairge say, was never adeguately
addiresgad . The recognition of the lack of gufficient
eintterprigse in the south of India was one wanifestaition of
this reglonal perspeclive which made the provineial
government justify lis departure jiowm the accepled policy of

laisgen—{aive. When subseduently, industry was umade a

sibed by

provincial subjeci, state participation was circaasd

debairiring govaljuwent Fitow going seyond ceitain  pronecring
acvtivities abd - wore lmportant by insdeguaie financial
resourcas . The devolution of {inance beiwoeen iLhe cenlis and
the provinces wWag anollier issue that uchix

repional perspecitive. -Subﬁequently' in 19al . the
government of Indis announced a Statement of Indostrial

Policy giving - indusiriellsation ihe seumblance of a national

ef fort, the oper dration of Lhe policy and the vole of
the provinves did not Fipure ag part of the sglatement.

Hence the guesijon of how the growth of industyry would be

regulated to achieve ai  the same time a "divergiiied and

widely gpiread indusatirial structuie integrated with

1h



agirriculture™?i® was nevel really  wotrked out whiach exercise
wotuld necegaarily have broughi out very sharply the segional

jssues involved.

(3) The recognition o f Lhie need for  comprehengive and

cvoordinated plauvning ix by itaeld not a revelutiopany
principle. But the questiong thalt the govermuenlt failed to
addiess then wéas Lhe and towards whi plantting woald have

to be directed, the weansg towards ithig ood andg the adeguady

P

of the wmeachinery of adwminjsirvation for &

L Lthasge
funoiions. {1t cannok Pbe said thiet 5 e e paeing/hiave
beenn deall Wit guifs{aﬁtu;ily Nowl. Tize qu}Quiul
government obviousgly was ot interaested in  sSundagental
reotrganization of the economic syslewm, involving changes in
the laws of inberitance and piroperly and was canLent to

suggest thei the first duty of a planning ogrganization would

{a) collect all the relevanlt inyormation and statigtice, Lo
arirange and publ ish ‘thenn in sguiltable f o, Lo Dilrepers
indices of thie e in curtrenls of e;unomic 1ife and Lo
inteirpret and coordinate changesg in them B0 @ te give a
correct pidiure of fhe general irend of economic aciivity of
the country and

(@ ¥ conduct fraesezitah into byt i sconomic

caugation and Lo caviy oul gpecial [A3FRE LT SRR ST i aney

}46f “fustwwar Devel oviment: Government of India’s Stalement
on Indugtrial Tolicy”, in Develuvpment G.U.Nc.2785. 17th. July
1945,

4.0



{] coordinate the pgovernment’'s economic aciivaty into o
anified whole and Lo egtabiish continuity of policy.?%7

The above obgervationyg iralating to  the low key
entrepreneusrial  activity In  the proviuce, thie fear of
reglonal discriwination thal always perglsitaed and tihe half-
Learied and inadeduace level of planning that»ﬁbd?ﬂﬂtﬂfixﬁﬁ
gﬁbsaqueni atteinpls made by the goveimoient of India  when

forced by 1ithe nationalist wmovewendi, are 1n solte 2enge, Lhe

legacies inherited {rowm the colounial iregiwe. Too o laige
extent these Freve Deoen carriaed oveyr  Snrtoe ihe  post-
independent period, the vcvontroadictions iInberent in  thenm

ecowing even sharpesr, albeit in & agualitatively dlfferent

politival siruciure.

id?fwé;e Appvndl? T11 of the "Nole for the Provincial
Coutieil’ recorded in Developmeni G.0.No.Z4a1¢, 30th October
1937. '
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