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In no other realm of public affairs was the difference

between British and Indian perspectives as wide, indeed as

fundamentally irreconcilable as in that of economic

philogophy and financial and industrial policy." To begin
with, the British allowed mercantilism to be the guide;
after 1813 free trade became the s8standard view point.

Mercantilism protected British manufacturing and shipping

from Indian competition and this 1initially reserved the
o

benefits of the eastern trade principally to British

interests. After British cotton manufacturing became the

mozt ff¥iri1ent in the world, protective policies were no

L

longer necessary, and through free trade inflicted a
devastating influence on Indian manufacturing. By way of
recompense later, the British sought to improve the economy
of India through programmes of capital investment,
agricultural fechnology and public works but these were

never notably successful.

The justification for the misappropriation of India’s
meagre revenue resources were summed up tersely by a War
Office memorandum that stated categorically: "India is a

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

All G(overnment) O(rders) refer to thoée issued by the
Madras Government unlees otherwise specified.
1. For a more detaxled discussion of British attitudes

towarde India covering a number of fields s8see Bearce,
George.D. Beritigh Attitudeg Jowards India 1784-1858, Oxford
Univeraity Press, 1961 and Wolpert, Stanley. Q_r_]..e.l and
India, _1906-1910 University of California Press, 1967,
#pecially Chapters 8, 9 and 10.




not be maintained for a day without the moral and material
support of the British <Emplré...The principles of fair
dealing enunci;.ted_ (by Lord Kitchner) might be apglicable
enough to two independent s8tates in alliance with eath
other. They are inapplicable to a dependstioy inhabited by
alien raced, our hold over which is not based on the general
goodwill of thoas Liaunlted races."”"®

Curzon admitted before the Lords "that Indian fiscal
policy is settled and decided not at all at Calcutta but in
Mancheater: not in Indian intereste but Engliah.”"® The high
cnat of India’'s civil and military establishment ¢oupled
with the pauclity of industrial development placed the
heavieat burden of Indian revenue upon its impoverished
peasantry, the financial load on whom remained heavy even
during years of famine. The moqumental failure of the Raj,
for all its geemingly nobly exalted efforts and petty
piecemeal reforms, were pithily summariz ed J.n Ramaay-
Macdonald’s statement to the Commons after nearly one
century of British paramountcy: "The best description ever
given of India was that it was & lapd of poverty stricken
people.”*

The beginning of the 20th century saw the rise of a
nation-wide agitation for economic eelf-sufficioﬂcy - %he

Swadeshi movement -~ with renewed and more voc¢iferous demands

for fiscal raform, @pecially tariff protection for
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2. Uolpzrt, Stanley, Morley and India op.cit, p 216
3. Juoted in Wolpert, Stanley op.cit. p 223
.. ,Quoted in Wolpert, Stanley op.cft. p 227




indigenous industries and -diqcriminating intervention on
behalf of the growth and development.of“lndian industries.
India's demand for Swadeshism also found forceful

spokesperéons among Britong in Londog and Calcutta but
througﬁégt this era, officiél eéahomic“poliqy was really no
more than, what Uolpor‘f refere‘ to as ”g _futil‘e holding
action, the tacit affirﬁation of an intélerable status
quo."*®

:In the Madras. Presidency, however, the closing stages
of the 19th century and the dawn of the 20th ceh'turv. ‘saw
vigorous st tempts being made to stimulate industrial
activity in the Province thanks to the-. ambitious,
pioneefring, never—say-die persdnalityppf Alfred Chatterton,
an engineer by profession who was appointed Superintendent
of the School of. Arts in Madras in 1897.¢ Beginning with a
-small grant from Government in early 1898 far'exgérimenta in
the manufacture. of aluminium vessels in the School of Arts,
so much progress had been made by 1899 that the government
applied to the Secretagy of State for permission to employ
Chatterton for a ,tprm' of three years in .furthering the
progress of technical and  industrial education 1in the
Presidency. It was furfher'proposed that he should devote
himself to the restoration, organization and development of
these technical trades and industries, especially metal

works and coannected arts, which appeared most 1likely to
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5. Ibic. » 228 -
6. This and the next paragraph has been drawn from the

‘Hemc?randum on the Department of Industries in the Madras
Presidency', Home (Education) G.0.No.141, 7 February 1917.




prove succesgful, and that he should pay special attention

to the following matters:-

1) The development of the aluminium industry;

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

3) The development’ of indigenous industries; and

4) the establishment of a manual training class in

the College of Engineering Workshop or elsewhere.

The Government of India recommended these proposals for
sanction subject to the remark that too much had bgen done
in the way of the commercial development of the aluminium
industry; but the Secretary of State sanctioned the
proposals, merely adding the remark fhéf he had noted that
the aluminium industry,wquld,hm Ihftnfg private enterprise

as goon as the success of the indéstry was assured, and that
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trade would benefit by the.methods which had been adopted

gﬂggpwggzﬁrnmqusuggnggjgg, It“is'eQident therefore that

in 1900, the Secretary .9..51-; State ‘had 'no objection to the
working of pioneer industries by Govefﬁmént on a commercial
scale, provided that as soon aeuthéir)éﬁcééé; was assured,
they were handed 09;5_ to pniv&fe enterprise (emphasis
ours)-7

Thus began a more direct intervention b& the Government
in certain spheres of industrial activity in the province
without the aid of any formally: laid oyt plan s8pecifying
physical and/or finéﬂc@él targets. The attempt in this

paper i®s to trace the evolution of &an industrial policy in
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this province from such beginaninges, documeanting in the
process,

(a) the objggtipn to the very idea of state intervention in
what was considered to be the exclusive preserve of private
enterprise - the objection ostensibly being premised on the
princip_lo of laissez-faire but in fact rooted in imperial
self-interest;

(b) the acceptance later of the need for the state to
intervene positively to promote industrialization but the
inability of the state to translate intentions into
frultful action consequent upon industry b‘iyina declared a
provincial subject without backing it up with adequate
fiscal/financial autonoay for the provinces;

(cj the lnabillty of the state then (as of now) to involve
the private sector/indigenous entrepreneurs in the process
of planning for industrial development, even after realizing
that the successful implementation of any plan would require
the active collaboration of the private sector.

The paper itself is divided into five sections. The
first section describes the initial experiments undertaken
by officials in the provincial government resulting in the
setting up of a department of industries to formalige all
such attempts and to foster industrial development in a more
organized manner. The convening of an Industrial Conference
in 1908 and the far reaching implications of the resolutions
passed at this confefence resulting in the eventual closure

of the department of industries in 1911 marked the first
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phase of -activity. = The second aection .recorda the
sgbeequent develmeent. namely, the digsappointment all over
thedqqgnfgyhgxagmﬁhe $e¢:qtaﬁy of Stattlfor India’'s action
in closing the department and the dissatisfaction over its
eubgtitutlonﬂ by a bureau of industrial information, the
setting up of the Indian Industrial Commiseion in 1916 and
the hope'genergted thereby af a more poaitive and purposeful
intervention by the atate in Ehe industeial actl#lty of the‘
country in general and the province in particular. T.he
third section takesa “_Q‘ff,,’ from the post-World War I period
upto the eve'of'indgbéﬁdenc; tith discuagion being centred
arounq- certain policy pronouh&édentg made at different
inte{ya%s- The fourth aﬁgtionrafggmpts at putting tqgether
8omefguantit§£ive information culled from census and other
~documents on the growth of the_{#dug@;;ailpopulatlon and the
corporate sector in the .Hadrla.\.a'_l 'Pr..;_s'id.enCy. :I‘he fifth and

final section attempt®s at bringing together’ the various

igsues thrown up by our atudy.
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SECTION_1I

The activities initiated during this period ldading to
the formal setting up of a department of industries have
much <to do with the drive and initiative of Alfred
Chatterton. Chatterton s8poke and wrote extensively on
various aspects relafing to the industrial economy (or
rather ita absence) of the Province, emphasising at every
- s8tage the need for active 8tate promotion of industrial
activity 1its order to provide <conditions conducive for

private enterprise to take off.. Realizing the enormity of
the task, he was c§;vinced that it was impossible to expect
any great industrial development in the Madras Presidency
for many years and all that could be done was to start work
by providing s8ound foundations on which 8ubsequently it
would be posaible to build something-*

Chatterton spelt out the liﬁe of policy which he felt,
the astate in general and the Madras government in particular
should adopt if the two were serious about taking active
measureg to better fit the artizan of the country to meet
the streas of WUestern competition. In a Memorandum on the
Encouragement of Indigenoua Industries in India® he pointed
out that in Madras alone, upwards of two crores of rupees

worth of piece-goods were being annually imported and it

therefore gseemed to him a much more hopeful matter to try

+ GRS .

8. "Note’ by Chatterton in Papera relating to the Industrial
Conference held at Ootacamund in September 1908, Madras,
Government Press, 1908 p 4 (Henceforth ‘The Papers’)

9. Chatterton's Memorandum recorded in Educational

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




and regain the 1local market in c¢otton fabrice than to
attempt to create new markets In distant countriea. He also
felt that an. enormou; impetus would be given to 1local
indusiiries if the government of India were to issue orders
that the public works in this country were to be carried out
with locally manufactured stores wherever it was posasible to
do sgo. While no great industry could be established ' on
these 1lines, a. certain amount of s8success would encourage
further efforts and such simple beginnings would ultimately
lead to larger réaulta than could be obtained by adoption
from the outset of the huge 8scale of working in iron which
prevailed in western countriea.-.Hia chief idea was to try

and make in Madras the articieé which were then imported and

¢

he was certain that with the attainment of some measure of
success in this direction privat; enterbrise wquld take the
matter up and would do the needful in the way of export
trade. Both in cotton and sllk, apinn.ing and wegving as
conducte. vy tHe' local popu;la.tilb_n needed to be carefully
gtudied . ih svery branch and it was possible that
improvaments could be effected in many details which would

be within the range of the weavers to adopt that would

enable them to earn a fair 1living 1in competition with
machinery. While the expenditure of a few lakh of rupees
would not revive the Indian induafries that were suffering
from competition with the West, a judicious spending of the
same, in Chatterton’s opinion, would serve to bring out the

latent skill and capacity of tne people in those branchés of
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handicraft that had become hereditary oc¢cupation in the most
rigid sense. ;

The alﬁﬁlnluﬁ lndudtfy' together with his work as
Superintendent of the School of Ar_ta ocouﬁié& the greater
part of Chatterton’s time during the period he was on
special duty but this tenure.of his was also marked by the
inception of experiments with handloom weaving, with oil-
engines and with chrome-tanning. In order to convert
Chatterton's appointment to a more permanent one and also
organise his development activity on a etable and orderly
basisa a scheme was submitted to the government of India for
the further advancement of the industrial development of the
Preesldencyl.‘1° To that end it was proposed to create a
department which would make a survey of existing industries
and would investigate the possibility bf creating new ones.
?pere weére no proposals to work industries experimentally on
é_commercial acale,mbut merely to initiate experimentes which
might assist privatq enterprise to take up fresh industrial
undertakings. It was also proposed to establish a bureau
where th: best avaii;ble advice on industrial methods could
be obtained.

2y this time Lord Ho“t:‘l-ey' had become the Secretarlxr"of
State for India ahd he did not view the general principles
underlying the scheme with much favour. He regarded with
scepticism the prospect of attaining esatisfactory results

from thé*Qirection of state effort towards the creation of

10. "Memorandum on the Department of Industriea’', op.cit

A



10

industriea, and he doubted whether the 1lack of industrial
energy and progress in the Madras Presidency might not be

due to ecoromic 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 Industrial and Technical Enquiries for a term of

five years. Thus the Department of Industries came into

-4,

existence in August 1906.7%"

B 0."" A-;- : {4.

A brief note oﬁ“ some of fﬁé- activities of the

A"

. j L )

department would an be :Qut of éiaqgfgih

Initially at his: own -expense anqgiater with the help of
a small grant of Rs.3800/-~ from the provincial government,
Chatterton began gis expérimen£§.wifh'aluminium which became

¢ !

an integral part of the wé;k ofrﬁhéwéchoql of Arts. Copper-
smiths. and bell meta;i fout.xden's'-"-ﬁiéce‘ -emplg';;d, indigenous
ways of wdrking were inlitialler‘lﬂgdop;ted with changes being
introduced very slowly and at convenient opportunities.
From +the outset there. was a goc\éémdemand from the military
authorities and from ggéoé&angggépﬁaluminium vessels and by
establisping agen;; .and qupéidiary workshops at various
places, the Indianwé;ﬁ;na Qgs“also stimulated.

~ The work and the fair amount of success achieved by

the alumin;qm departmﬂent broﬂ'ght forth protests from all

B AR

11. Ibid

12. For a-detailed acgount of the experiments undertaken by
Chatterton and the contrfoversy generated by his alleged
interference with private enterprise, s8ee Swaminathan,
Padminli "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 inc¢luding the company that Chatterton
ﬁelped to set up, namely, the Indian Aluminium Company.
Chatterton, however, gave a vehement justification for the
need and continuance of such work at the School of Arts:

"The aluminium department of the School of Arts is an
experiment in industrial education on lines which I think
are gsujted to the country. I started work in a perfectly
fresh field; it has been so far successful and I think it
would be a great pity not to allow the experiment to be
carried right through. It is the first time any assistance
on a scale commensurate with the necessities of the
situation has ever been rendered to Indian artigzans, and it
seems to me desirable that the principles on which the
alumin_ium 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 on the capital invested is a result that has never
been achieved in any industrial schoql before and indicates
how much it is possible may be accomplished to better the
position of indigenous Indian industries if government will
prolee the artizans with suitable scientific and commercial
assistance.”??

But in 1903 it was decided that the time had arrived
wﬁen private enterprise could be 1left to carry on the

business unaided. Accordingly in September of the same

13. Letter from Chatterton to the Director of Public
Inatruction dated Hadrae&}l July 1901, A1/1881 - Educational
G.O.Nos 522-523, 16 September 1901, p 8.
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year, the. Indian Aluminiﬁm Company took over the aluminium
department of the School of Artas after valuation.

The :quegpion of intervention by "government in the
PH&draaztannipg induaﬁpy was taken ub‘in January 1903'* when
the_Chamﬁer pf‘Commerce,was consulted as to the causes that
haa.led to thg‘de@}ine of the industry in Madras and as to
'wﬁeéher guxe;?ment rould do anything to assiat the industry.
I'I“he Chamber \a.rs:scri,bued ~the decline to a natural reaction of

over .lb‘roduct'i.qn”_;in the previous years and ox:bined that the
ﬂf indust£y ‘wéqiq I;evive in = the natural course without
Lnterfexence by government. The Chamber also ;f__ellt that
H;hSSﬁe taﬁnipg was not feasible in Madras owing to.ciiﬁatic
uﬁd;fficult;eé;lAv Chatterton, however, was convinced that
'.éhédﬁg tahéiﬁg had to be introduced in India if the tanning

_ihaﬁ;éry- Qge not to disappear altogether. Chatterton
devoted ﬁis time and energy ‘to one class of leatt_mer goods

"which were in very 12 - demand locally, namely kavalais or

buckets for lifting water from wells. According to his
estimate the Presidency used not less than a million hides

$

every yvear (o this article alone. Though the buckgfs were
made of w=zll tanned leather, constant immersion in water and
eprsure to ; hot ®sun caused them Ito deteriorate very
rapidly putting the ryots to a lot of inconvenience. The

intrpduqtion of chrome tanned leather for these buckets

14. "Memorandum on the Department of fﬂduatrlea’, op.cit




13

promised to be a great improvement and offered very
considerable prospects of commercial success.'®

Chatterton’s experiments placed beyoncﬂj any reasonable
doubt the fact that chrome leather could be manufactured in
Madras and that it was well adapted to the needs of the
country. From the making of kavalais the industry
diversified to the mnaking of boots and s8shoes and in the
process the business attracted considerable attention among
the 1local tanners with the number of applications for
admisasion to work in the tanning department rising
considerably. 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 requires the
possgeeion of requisite sacientific Kknowledge. He was
convinced that before any very large business in this

leather could be secured it would be necessary first of all

to train sufficient number of 1local chemists to carry on
practical work in' the tanneries and at the same time to
bring the products of the latter prominently before the

agricultusral population.

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

(a) A_lMonograph on Tanning and Working in Leather in the
Madras Presidency, 1904.

(b) Agricultural and_ _ Industrial Problems _in _India,
G.A.Natesan and Co. Madras, nd.pl03-119.

(c¢) Industrial Evolution in India, the Hindu, Madras, 1912,
(Chapter VII on Chrome Tanning, p 163-202).
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The increasing _§;gle of :operations necessitated the
reﬁsvéi qufﬁe tanning derartment from the School of Arts,
an4_1n MaPCh 1?68,_the dgpartment moyed over to a tannery of
ité.oﬁn at Sémbiam near Madras,K'*® The commercial e8ide of
thekventu.re 'at‘:v:"g.r;ted a lot-of attention and protests were
regiéfégea g& ngt just the memberas of the European business
conizn;\.‘lh:i y .i.n | {»iaair_:-a,ls but also from outside the province,
nam;iy, tﬁe Upper India Chamber of “Commerce. In his reply
to these protests Chatterton referred t9 the circumstances

under which the Government had started the chrome leather

induéfry, n;ﬁqu, after the Chamber of Commerce had clearly
atafed éhaf chpome tanning was not commercially feasible in
Madras owing to climatic .conditiona.”? Deprecating the
a..ttitud:e of the Chamber, Chatterton mai'ntained that the
latter had no idea beyond tanning s8kins for export:” the
tanners of Madras are mainly engaged in the export trade and
care little o:'nqthlng tor fne internai trade, and I think 1
may fairly c1&1ﬁ thgt it lsventirely 4ue to our efforte that
the 1local demana _for leather has received such meégre
attenti.on: as haé__ recently been bestowed upon "it; .. if
Governmient had not embarked on the manufacture of chrome
leather the condition of things would have been the same as

they were five years ago."'®

16. Administration Report of the Department of Industries
for 1907-1908 - Revenue G.0.No.2112, 3rd August 1908, p 7

17. Demi-official from Chatterton to A.G.Cardew, Secretary
to the Madras Government, Revenue Department, dated 6th
October 1908 - Notes to Revenue G.0.No.641, 8 March 1909.

18. Ibid
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In 1905 when Chatterton had visited Cawnpore, he was
told by the representatives of M/s.Cooper Allen'aﬁd 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 proposition that
the industry is now sufficiently well established to be made
over to private enterprise.”’? In Chatterton’s opinion
which was endorsed by his superiors in the government, the
time had not yvet arrived to stop the experimental work 1in
the government tannery or to hand the tannery over to
private enterprise. However, following the Secretary of
State for India's despatch disallowing the setting up of a
depa:tment of industries and/or the active promotion of
industries in the province, the government had to withdraw
.froml the venture; in the begi..nnlng of 1911 the government
tannery was 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 18 no doubt that
the government of Madras helpdd materially to contribute

towards this result.”®°

In the case of weaving, Chatterton added an
experimental weaving department to the School of Arts,
Madras, with the object of improving the methods of

handweavina 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 1909, No.80-G
- Revenue G.0O.No.1160, 30th April 1909 (Confidential)

20 . "Memorandum on the Department of Industries...” op.cit
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try the European loom or simple modifications of it for
weaying indigenous varieties of cloth. :T‘he} results of the
experiments undertaken in Madras based on adcéeaetéful" field
results in the Basel Miésion workshépépéﬁdFBéngal were not
rea;;y s&tigfactory.g" Initial failures only strengthened
Chék?éﬁtéﬁ'é“ fesolve~'t§ putaﬁétfhia exper iments more
vig&fdﬁsiy. Collecting more information from other parts of
the éoﬁntry was one part of his prograéhe. More important
hel tri.edllt_o_'"_analyze why looms which h;d succeeded in one

plgpe were not effective in Madras. He was convinced that

could_be beat carried on in a démp climate and that

LA R

wegying
it y_§§ climate which had, had considerable influence over
the_ Js“uc.%:”e‘.a:‘a’ which -:the.fly ahuttle{’-loom had met with in
di(ﬁq:g%t éarts t;f:India.gz Uhiiéxaécepfing that government
agsiéfénée would haf&ly bel neceséary wher e financial
pr’oposa.]...s .were good, he pointea out that in the Hadr'aLé'
Préaidgncy fhere were few people Qh6.knew anything at all of
weav;n; and fewef 8till who underéfood th;'problema of the
handweaver . Therefore to make Cabital flow easily into the
handﬁeaving.industry it was essential to demonstrate on a
fairly large scale that the work could be carried on in a
pfofitéble mahner.*’

Ip 1905 Chatterton made é tour through Bombay, the

United Provinces and Bengal. Pasasing orders on his report,

By

21. Letter from Chatterton to the Secretary to the
Commisasioner of Revenue Settlement and Director of the
Department of Land ‘Records and Agriculture, dated 19
September 1905 .~ Revenue G.0.No.1082. § November 1905.

22. 'Ibid S . '

23. Ibid




17

L J

the government of Madras expressed their willingness to
establish. a handloom ».Jeav'ing factory for experimental work
either 1in Saleﬁl or. I‘Iadu.ra. For a variety of reasons the
formermtpwn was selected and in February 1906, the looms and
apparafﬁélgituated in the Schodl of Arts were transferred to
Salem and‘.“a Lew starlt was made.  The most important work
done a£ the facfory was in connection with the first of the
probl ems whicih Chaftertbn- get out to golve, namely,
experlmegéing with the fly shuttle loom. The type of loom
ultim;téiy-adopted ét the Salem factory was the old English
fly shuttle loom modified in the direction of simplicity so
as8 to make it suitable for the manufacture of indigenous
cloths. Numerous other types of improved looms were Kkept
under dt;sex:vétion and tr‘_ial' and in 1908 a weaving
competitionr was arranged at Madras with the object of
procuring _definite data regarding the merits of various
typeshbf loom which then were being offered to the Indian
weaver.. The results of the cbmpetition wag to confirm the
conclusions oflthe Salem Factdry - the loom which did the
best all-round work were those manufactured at Madras on the
lineé of the old English handloom.®*

Efforts were madé to epreéd the use of the fly shuttle
loom;. the Salem Weaving Factory . did arouse considerable
intgrest and was the direct c;uae,of.numérous amall private
factories being started. A census of fly shuttle 1ooms. in

ordinary use taken in 1911 revealed the existence in the 89

24, Chattérton, A:inguatrial_ Evolution in India, op.cit

(Chapter VIII on Handloom Weaving, p 203-257).
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towns and villages visited of not less thanI6528 loome with
flyshuttle slays. Practically all these villages were 1in
the coast districts north of Madras and it was estimated
tha” in +*thw.:o Jistrizsts roughly 40 per cent of the weavers
had adopt=d *le new method of plylng the shutt}g.”

As in the case of the other industries, the Salem
Weaving Ffactory also came in fdg crit;ciem at the hands of
the European mercantile community. But Chatterton defended
the ygaving'factory ag one m;ant to experiment with various
forms of handloom on the market and as a possible way of
getting handloom weavers tb work under.factory conditions.
"1f the handweaving industry is to'be materially improved a
great deal has to be déne not merely in connection with the
telc':hnica;l details of the weaving processes, but also i_n
connection with the training andl‘eduéation of the weaver
'hlm'aélf."“ The commercial viability of the factory was
- demonstrataed thrauar the*"-’ra-txge of clotiiiz produced and the
increasing  8aie receipts. | Bq¢ this fact proved the
factory's gndoiné. ThacChamber of- Commerce protested; Lord
Morley's wultimatum followed shortly and the factory was

clozsed in Septembef 1910.%~7
The operations of the pumping and boring branch were

another important function of the department of industries

S —

25. See (a) Letter from Chatterton to the Secretary to the
Madras Government, Revenue .Department, dated 18 January 1912 .
- Educational G.0.No.406, 11 May 1912.

(b) Notes connected with Educational G.:0.No.406, 11th May
19%2. O,

26. Chatterton, A:lpdustrial Evolution in India, op.cit,226
27. ‘Memorandum on the Department of Industries...’ op.cit.
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1

':durling, this period. As part of his programme of work in
connection with the development of Indian industries,
Chafterton”p‘roposed that a number of puniping installations

“should be sef .up with the object of demonstrating the

TRYEAE

""advantages

N

of modern machinery in agricultural operations.

Y
\‘,'..._ B

Fromthe first, the 'prog;ess made wae;"e;‘iricoixraeir;e and by
I‘;Ia'i*chm 1905 80 many ‘applicatiorlm for as's'iéfénce“had been
‘“fedéivedlthap.government agreéa‘toAadvancea being made under
the 'ILand Improvement Loans Act for the burcaee of o1l
?enéln;: "and pumps, and pr‘ov:ided Chatterton with the nucleus
o'f é;"ﬂ.-..gntaff.. to assist those wishing to put up installations
with advice and supervision. A class for training oil-
erigine- drivers was also cbé'ned at the School of 'Arts. It
soon bécame evident, that, very few of the wells in the
- Pt¥esidency could furnish ehoﬁgh wvater to make ié worth while
- to put 1in an :e?__x__:'_mine and pump, and that, in ord;r .tolbring
,,_.-pu‘m'pi"f‘rig' .Iine..‘-tallations.into more extended .use, it would be
necessary to deepen existing wells or to siﬁk'héw ones 80 as
to tap the subterraﬁéan feaervoire, which were suspected to
exist at no very great deptl_;. in certain districts of the
Presidency. 'These results had been anticipated from fhe.
very beginning, and in 1904, a s8set of boring 1.:0018'. w'as.
purchagsed, with which experimental borings were put dbwﬁ in
varioué places. Th:.s ledl_t.of;the‘difgcvovery of sub-artesian
water both in the Chingleput and South 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 ;naqgurated 'b'y the deputation
of ‘a 8pecial party to the Chinglﬁeput district, partly_,to
- develop well. irrigation by the expeditious disposal of
ﬁappiiéationgiﬂor loans, and part}y to‘pbevent waste of mot.ey
b¥ preliminary Porings kefure wells were sunk.  Later on,
thé operationa of the party were eztendgd}to‘the improvement
0of existing wells, and from this time forward progress was
rapid, ufitll the outbreak of the war operated as a check.

.Th"e,developnient,. of irrigation by pumping witi. ©il ~ngines

‘

. and centrifugal pumps gave rise to a conside:rz'>le number of
., inves+igations rerarding the duty -of water in the South of
India and the results were published from time to time in
- the bulletina and annual reports brought out by the
department .28
Apart from the above, other experiments undertaken but
~which. did not meet with mugh success were the moves to
egtapllqh - gpod;qigtlllatlpn plant’ to manufsacture
. charcoal,®® the eatablishment and. eventual gale of two
pencil factories, experimentation with. &lass manufacture,

and with lime-sanc¢ bricks.?°

28. More detalls for this ¢can be had from

(&) Administration Reportsg of the Department of Industriaes,
varicus years;

(b)) Memorandum on the De,artment of Industries. .., op.c1it
(c) Chatterton, A. éﬁpxcultural and Indugtrial i1roblevms in
India op.cit.

(d) Chatterton A. Industrial Evolutlgn’ln Indla.-op.cit,
(specially Chapter X on Uell Irrlgation)

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

(b) Admxnlstratlon Reports of the Departmen: of Industries,
various years.

30. ‘Memorandum on the Department of Industries...’ op.cit
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In 1908 the government considered that the time had
come wWwhen tﬁe best method of further developing the useful
work commencmﬁ Ey the Director of Industrial and Technical
Inquiries ahould be further considered. In order to diascuss
in whz2t directions the industrial development of the
Presidency could be further assisted and promoted by
experiments made by the department, the government held a
conference at Ootacamund in September 1908 to which the
representatives of the leading industrial interests of the
Prgsidency were invited.?®"

#eprésentatives of the private sector were more keen in
confining government participation to the provision of
technical education. A majority of the European community
condemned the local students as being ashamed of using their
hands and keeping government hours; others were more
circumapect and felt that the existing condition was mostly
dge to the fauit of the educational methods, and due to a
great extaut to the lack of a suitable example on the part
of the Europeans.®® [t was also felt that no useful purpose
wottld be éerved by a series of haphazard experiments in any
particular industry or by indiscriminate suggestions a®s to
the betterment of any industry that one happened to be
pérsonally interested in. UWhat wae required, it was pointed

out, was a radical improvement in all the industries and

31. See (a) Revenue G.0f.No.1421 dated 20th May 1908

(b) "The Papers...’' op.cit
32. See the extract of a 1letter from H.P.Gibbs, Chief
Electrical Engineer with the Mysore Government, reproduced
in ra’, op.cit, p 68
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manufacturers, and ‘7‘1:§is cogldf only Ib"'e brought ébout by a
syatematic plan of¥gampaign which would take the education
to the villages éﬁemseivee and which would 'be founded
etrictiy on the surv.e.y of eiisting industries contemplated
by the government.?**® The difference in approach to the

whole queafion of the iﬁduétrléi ae#elopment of th: province

by the European mercantile community on the one hand, the

’

Indian *educatea classes on the other and the officials
(moatly Et’ir’dpeén) "of the provincial government in between
makes Interaesting reading.

3.J. 0rka, spreaking on behalf of the Chamber of
Commerce, ékbféssédithé;feeling that the limits within which
government could bromote industry in the province wvere not
wide, unless it was by Eddpting far-reaching steps such as
" the intraduction of a'fairotective tariff which however was
beyond the scope of the provincial government to levy. The
.Chambeﬁf.bgliefed that indusfrial wbusiness could best be
managed by business men and wa® therefore of the opinion
that any general policy of government experiments in
connection with established industries was to be deprecated.
Aea regards fhe promotion of new industries, the Chamber did
not wish to advocate governmeAt embarking on a'nanufaétﬁrlng
scale with public funds where commercial men feared to

vanture their own money and suggested that the Eﬁrecfor of

Technical! £nquiries should devote his attention chiefly to

33. Letter from the Chief Engineer, South Indian Railway,
Trichinopoly to The Agent, South Indian Railway; reproduced
in The Papere op.cit, p 76.
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industries where there were grounds for hoping that they
would prove succeggful, namely. “cottage industries’. As
far as employing Indians wasg concerned, the Chamber
vehemently asserted that in industry there was no racial
question, but added that, upto a poinyv, the Indian was
excellent, cheap, and reliable employee but beyond that he
failed to come upto modern industrial requirements. "The
Chamber is not pf'epared to dogmatize as to the causes of
that failure or as to the educational or other remedies
posgible for it but the personal experience of 8everal of
its members in connection with many factories throughout
India leaves no practical room for doubt of the fact
mentioned. "3

}’Ji_wan Baadur Rajaratnam Mudaliar echoing largely the
feelings_ ot the Indian community, in his note, s8submitted,
fhat the most effective means of carrying out the objects of
government in regard to the promotion of (&) industrial
development and (b) technical education, was to establish a
thoroughly equipped institute of technology for conducting
researches and experiments on the most approved methods, in

certain wupecified branches of industry, in which, 1in the
opinion of government and its advisers, improvements were
possible and could be carried out with advantage. The fact
that private enterprise had done very 1little towards

industrial development during the past thirty years,

34. Note from A.J.Yorke, Chairman, Madras Chamber of
Commerce, dated 4th July 1908 in The Papers... op.cit, pp83-
85.
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accerding to the Mudaliar seemed a sufficient answer to the
argumant oot governnent ought not to intervene in  the
development of 'induatries._- He was also convinced that a
reasonable amount of protective tarif{f was essential to gilve
a fair stért to some of the industries which otherwise could
not be revived. Such protective duties formed part amd
parcel of the industrial policies of every ma jor

industrialized country.?23

The educational system came in for sharp criticism both
from Europeans and Indians. F.J.E.Spring, Chairman of the
Port Trust Board summed it up thus: "The so-called educated
classes all through their years of development have
gedulously had their attention tur:s.sad away from everything
of & practiéal, industrial nature, by uws, their guides, who
ought to have known better.”39 It was Spring’'s belief that
the proximate cause of India's present failure to adopt
Industrialization on a s8cale anything 1like adequate to
alleviate the poverty of her population was that her upper
classes 8tood coldly apart from all interest 1in such
development, partly or chiefly. because of their pathetic
belief that the rulers were even now offering them the kind

of education that had made UWUestern nations great and

wealthy.2”

e 2

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 industriea for 1{he year 1907-1908, that
capital was not Jacking but there was an almost complete
abaence of men qualified technically and commercially Lo
handle manufacturing enterprises. The 1larger industries
were almost enti.rely managed by Europeans and the capital
inveated i{n them was mostly in the s8same hands. The
manufacturing instincts were weakly developed and there was
a vast field for government Intervention in the way of
ploneering work. It was the misfortune of India that the
profits of manufacturing enterprise were withdrawn from the
countsry to a very large extent with the result that there
were few caniltalists "who could afford to devote large sums
of money to investigations which could end in no practical
result” 38

Passing orders on the resolutions passed at the
Industrial Conferenc; held at Ootacamund in September 1908,
the Governor—i!n-Counci] recognized as a general principle
that the exploitation of industries should be regarded not
as a normal but as an exceptionAl function of governmant,
and on the genera]l queation of the limitations that shhoul'd
be set to the functions of the sastate in attempting to
promote industrijal development, the Governor-in-Council had
no healtgthn in accepting fhé:conclusione arrived at by Lhe

Conferenqgf With the restrictions which the Conference had

et

.A?
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38. Adminiatration Report of the DNDepartment of JIndustries
for the year~ 1907 - 1908 - Revenue G.0.No.2112, 3rd August
1908, p 5 !
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laid down, the Government was ':conv_i,ncad that the private
enférpfise had nothing to fear while it could have much to
gain from the association .of the State in the work of
promoting the induatrial development of the country.?®°

The Govefnmant accordingly approved of the
recommendation of the Conferenclé that there s8hould be a
spec'ial department under a s8pecial officer to deal with
industrial queations. This offlicer was to be entrusted also
with the <conirol of industrial instruction, that 1is,
instruction in the per-f.ormance of definite operations not
necessarily involving the teaching of general principlea but
only of their application. The Rpovernment however
considered that technical education should continue. to be
under the Jdiprection of the Nirector of Public Tnatruction.
The officer at I.E‘t.ha head of thel ritiew department would be
stvyled the Director of Indusgstries. He would correspond
dicvectly with government in the Revenue department but not
through the Board of Revenue.*®

In 1909, the gd?ernment of Madras addressed the
government of India emphasising the need for placing the
appointmenti of' the Director of .Industrial and Technical
Inqueirfea on é'p@rmanent baais and coﬁatitufine a definite
department of industries. Jn addition to formulating the
principles on which the department oé industriea should

function, the conference submitted a comprehensive series of

39. Revenue G.0.No.2894, 17th October 1908 - Passing orders
on the Resolutions of the Industrial) Conference held at

Ootacamund in September 1908.
40. Tbia
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resolutions specifying in detail varjous directions/areas in
which industrial development shouid be further fostered.*?

The Finance Department of Lhe Government of India in
- its despatch to the Secretary of State recommending the
proposals of the Madras government stated: "We concur with
the local government in tbeir vLew that the valuable results-
which HMr.Chatterton hasxao far achieved Jjustify the hope
that the constitution, under his direction, of a permanent
department having for its principal objects the fostering of
industrial development within the limits Jlaid down by the
conference, and the control of industrial instruction as
defined by them. will prove highly beneficial."*®

On the cuestion of principle which was involved in the
separatiorni of the department of industry and industrial
insgtruction from that of technical education, the Finance
department despatch was of the opinion that it was not
necessary Lo insist that the development of .industrial and
technical education 8hould proceed upon exactly similar
linea In different provinces. <~'Since such a development was
still in its infancy, it would be wiser to permit a certain
latitude iIin the methode of dealing with the problems

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

a1 . lLLetter from L.M.WUynch, Acting Secretary to the
Government of Madras, Revenue Department to the Secretary to
the Government of India, Home Department (Education) dated
3rd March 1909, No.4294 - A/08-1

- Revenue G.0.No.3446, 27th Octaber 1910.

42. Despatch from the Government of India, Finance
Departament, +o His Majesty’'s Secretary of State for India,
dated Simnla, 28%h October 1909, No.253.

- Revenue G.(0.No.3446, 27th October 1910
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bes 1 s'uifed. to th.e conditions that had to be p__royj.ded
for.”4%2
'Thel Secretary of Sfate,l however, in his deapatch

cat.ego'rically refused to sanction a separate department of

iﬁduatries with « separate director. What he agreed to was

tha'i‘. state funda-cou]d be exp.ended upon familiarising tbe
people with auch improvementa::-v as modern sclience and the

practice of Furopean countries could gsuggest:”further than
this the state should not go and it must be left to private

enterprise {o demonstrate th;t'these iﬁprovementa could be.
adopted. with COﬁmercia] advantage”. . Within the 1limitis
indicated by hirt;, the Secret':éry of State felt that the

objécts which the Industrial Conference had in view could be

acconplished by means of technicta‘lﬂ and industrial s8schools.

However, to convert the leather or weaving s8chool 1into a
government faciory in order to demonstrate Lhat articles

could be manufactured and sold td the public at a profit,
went, In his view, beyond what.waa desirable and beyond what

was found necegsaary in other provinces. He was emphatic
Lthat nothing which would interfére with private enterprise

should be done.*%*

+

43. Ibid |
44. Neapatch from Hia Majeaty’'s Secretary of State for India

to His Fxcellency the Governor~General of India in Council,
dated india Office, london, the 29th July 1910, No.50
- Revenue G.0.No.3446, 27th October J19%10
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Consequent upon the Secretary of State’'s despatch the
department of industries was ordered to be closed and the
appoi'xlu-;ment: of the director of industries cancelled with
effect from lst January 1911. Effective alao from that date
ihe services of Chatterton were to be placed at the disposal
of the Erducational department for employment as
Suée:intendemt of Industrial Education. In 1912
Chatterton's sesvicea were requisitioned by the Mysdore
Durvar initjally for a petiod of aix months and later
extended for quite a few years in order to enable the Myaore
Durbar to establish a department of Industries. After this,

he did not come back to the Madras Presidency in any

official capacity.*3

45. For details refer to Revenue G.0.Nos 260 - 61, 26th

January 1914. -
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SECTION 11

Lord Morley’'s orders prohibiting the employment of
state funds in the pioneering of industries had given rise
to a very widespread feeling of disappointment among many
gections of people in the Presidency. Evidence of this
feeling could be glqaned from repeated articles in the
Indian press. At the Sixth Indian Industrial Conference
which was held at Allahabad in December 1911, a resolution
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 industries in Madras and protesting
against the prohibition of gtate pioneering of new
industries. Further, at a meeting of the Legislative
Council whicih was held in Madras on 22nd February 1911, a
regolution was moved by a non-official member, T.V.Seshag ri
Aiyar, representing the University of Madras, to the effect
that the Council' request the Secretary of State to
recongider his decision regarding the establishment of the
department of industries1 in the Madras Presidency and to
ganction the proposals of the Ootacamund Conference of 1908.
The speakers on this resolution who were all non-official
members of the Council urged fhat instruction in industrial
gachools was insufficient and required to Pe supplementad by
practical teaching in workshops where the application of the
new processes could be demonstrated. They pointed out that

in a place such as Madras where industrial enterprise was




31

backwari and private workshops almost non-existent, it was
degirable that gbvernment be permitted to conduct such
experiments as may be necessary to decide whether any new
industrial processes could be profitably introduced. The
regsolution was carried by 21 votes against 3, the official
members of the Council abstaining from voting. At the close
of the debate, the Governor undertook to invite the
Secretary of State to reconsider hia decision on the
subject.*® From the discussion of this resolution and from
the practically unanimous Indian vote in favour of 1it, it
could be discerned how s8trongly Indian non-official opinion
wag in favour of the policy of state intervention to pioneer
and promote industrial development.

"The Zc¢verrnor in Council had  noe doubt that this
resolution represented the feeling of a vast majority of the
educated classes of Southern India and he felt that the
wishes of+ . this community on so important a matter deserved
the.sympa£hefic congideration of the Secretary of State. He
was cbg;inc;d that there was considerable force in the
argument that the difference  in conditions of India and
those of Europe had to be taken note of: that, in a place
like South India where industrial progreass had hardly
commenced, it was difficult without state aid to bridge the

gulf which existed between mere 8scholastic instruction and

~mr ma o

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 Madras,
Revenue Department gave details of the forms of protest that

followed following Morley's despatch of 29th July 1910.
-~ Revenue G.0.No.3851, 30th December 1912.
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the practical application of industrial teaching unless
factoriea under state management were eatabiished. "The
government are not unaware of the risks which must attend
State commercial enterprise and certainly would :not propose
to embark on any s8uch fregh enterprise on any extensive
scale. At the same time they would urge that the conditions
which were 1laid down by the Industrial Conference at
Ootacamuncd :n 1908 furnish considerable safeguards against
the abuse of any state action."”*?

While Lord Morley in his despatch had stated that his
objectiona did not extend to the establishment of a bureau
of industrial information or to the dissemination from such
a centre of intelligence and advice regarding industsries, it
wvas pointed out that s8uch a bureau could not be properly
conducted by an officer of the educational department. The
functions of 8uch a bureau, not being of an edcational
character, the subordination of the officer in charge of
that bureau to the Director of Public Inétruction wvag found
in practice to be inconvenient and  unnecessary.
Conseéquently, the Governor in Council s8strongly urged that
the Cf;éfion of a 'eeparalte"’departmeht (to be s8styled the
Department of Industries, or gLyen any pther name which was
thoughftconVenfént) should be aghéfioned.“

Tae Fina.nc.e department of the Government of India in
their degspatch to the Secretary of State stated:"We have

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

47. Ibid T
88. Ibid




33

arguments adduced by the government of Madras and of the
welghty ond unanimous expressions of Indian opinion against
Lord Morley's decision which have appeared in the press and
on the p]iatform tﬁroughout India. We are constrained to
urge ubon your Lordship the modification of that decision on

the ]I.inesl indicated by the Madras government. ..Indeed we
are inclined tolthink that without some modification of the
decision conveyed .,in the despatch it may not in <¢ertain

cages, and in the present condition of India be possible to

"familiarize the pébple with s8uch improvements in the

methods of production as modern science and the practice of
European countries can auégest’.....lt is a common complaint
in all parts of India that fhe student of our technical and
engineering coclluges cannot get the practical training which
ls necessary to complete the training which he received at
college. There seems to be an increasing digposition to
exclude Indian students from factories in England, a

disposition which has fognd expression in the case of glass-

/
blowing, alkalis and vegetable oils. The importance of

giving to India all poseible facilities for Dbecoming
industrial is very great at the present time. Accordingly
we recommend the creation of a s8eparate department of
industries in the Madras Presidencgi”"

Lord Crewe, Lord Morley’s successor, in his despatch

reaffirmed-his predecessor’'s decision against the extension

—

49 . Despatch from the Government of India, Finance
Department to His Majesty’s Secretary of State for India,
dated Simla, 212t September 1911.

- Revenue G.(.NWN0.3851, 30th December 1912.
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of the activities of the department of indugtries to trading
on commercial Lines. He however, had no objection to the
creation of a separate department of industrieas provided
that its funcfions were confined within the limitas specified
by him.3° He asked for further‘;pfprmation regarding the
proposaed appbintment of an Inspector of Indusastrial Schools,
and it waas not until the end of 1913 that final orders were
passed on this point,. the control aﬁd supervisgion of
industrial as opposed to technical echoolsibelng transferred
to the director of industries for whose assistance an
appointment ' of Inspector of Industrial Schools wasg
sanctioned. Accordingly the department of industries came
finally into existence on 21 March 1914. The functions of
the director were defined thus:-

(1) to collect information as to existing industries their
needs anc. the posai:i:;i"iity of improving them or of
introlucing new Industries;

(2) to carry out and direct experimenis connected with
local enquirles; h

(3) to keep in touch with locéi'manufacturers, to bring the
results of his experimentsl__tol their notice, and to obtain

their cooﬁération in the conduct of experiﬁents on a

commercial scale;

(4) to supervise fhe training of studentse; andl

3

50. Deaspatch from er,najesty’s Secretary of State for India

to the Governqr-ceneral of India, dated India Office,
London, 15 March 19%12.

- Revenue G.0.No.3851, 30th December 1912.
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(5) to advise governments with regard to technical matters
invélving legislation;51

A confideém;&l note®2 addressed to Austen Chamberlain,
Secretary < State for India in 1915, outlined the urgent
need for a considereci central policy in the case of the
manufacturing industries. It strez:sed the point the!. the
people of the c¢ountry had recognised their inability to
carry out thair programme without the help and guidance of
government and. confinad themselves for the most part to
pressing their demands for assistance from the state, and
for a policy of tariff discfimination against foreign
imports. Public sentiment héd again and again expressed
itself in the form of resolutions and questions " in the
Imperial and Provincial Councils, of resolutions 1in . the
Indian National Congress and at public meetings and of
articles in the press. This movement which had acquired
considerrable polirical significance in India., had generally
followed two parricular lines of expression. In the first

place, there was the constant asservation that the British

government had with malice intent, or, if not, with malice,

by their attitude of indifferernc allowed indigenous
industries to be overwhelmed by foreign and especially by

British competition. The second charge was that the British

N (Y (Y 48 0) @ - 4 IR, TP & W gD

51. "Memorandum on the Department of Industries...'’ op.cit
52. This note signed by Hardinge of Penhurst, Beauchamp

Duff, Saiyid Ali Imam, WU.H.Clark, W.S.Meyer, C.H.A.Hill and

C.Sankaran Nair Was3 addressed to Austen Chamberlain,
Secretary of State for India - No.51 of 1915, Government of
India, Department of Commerce and Industry, dated 26th
November 1915.

-~ Educational G.0.No.46, 12th January 1916 (Confidential)
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system of e'ducation had confined the energies of educated
young people to literary pursuits and the learned
professions and had created- aﬁong them a demand for
employment 1limited to government service, the 1law and
medicine. These contentions emphasized one aspect of the
need for an industrial policy which would enable technical
education in India to produce its besat results and which
would lighten the pressure on purely literary courses and
reduce the excessive demand for employment in those services
and callings to which these courses 1led.

Withh regard to industries, the note pointed out that
account had to bé taken not only of the competition with
private enterprise but also of competition with s8similar
industrial pioneering efforts in other parts of India.
Though undoubted success had been obtained by pioneer
factories in certain instances there was considerable
element of doubt whether the degree of 8uccess had been
sufficient to wérrant the acceptance of the principle of
state demonstration of ;ndustriea on a commercial scale, and
if accepted, the need to specify the circumstances under

which it would be adopted and the conditions under which it

could be carried on.

Lord Crewe’s despatch of 1912, while:it had gone some
way towards reliévin@' the 1disabilities imposed by_ Lord
Moriey, still leit the government of India in a consideréple
degéée of aoubt as to the precise lengths to which they were

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

"In view of the uncertain;y iﬁ which we find ourselves
regarding the extent to which, and the circumstances 1in
which, these as well as other forms of s8tate—-aid may
profitably be employed, we desire to examine the whole

question ab initio with the help of &a s8specially selected

committee. It is necessary, Lf the investigations of its
members are to bear full frdit, to allow them as far as

possible an unfettered 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 purposes of their investigation, the
Committee, if you approve of its appointment may Dbe

permitted to considef, as open to free discussion and

examination all questions of direct State—aid to industries,

which do not involve a modification of our existing fiscal
policy, and that their enquiry may Aot be restricted by any
rigid interpretations of the rulings laid down in the
despatchea of Lords Morley and Crewe. The desirability or
otherwise of maintaining these restFictions can then be
considered afresh in the light of the Committee’'s findings
which will, form the basgis of our future industrial
policy.”32 (emphagis as in original)

In a regolution dated.19 May 1916,34 the government of

India made explicit its decision to take up for examination

ggﬁﬁggzgmﬁ - e |
54. Educational G.0.No.622, 5th June 1916
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the question of the expansjon and development of Indian
manufactureasa and industries in a more comprehensive manner
than had hithearto been attempted. The government, however,
listed the following as difficulties encountered in earlier
attempta to help industrialization of the country, namely,
the timidity and unenterprising character of Tndian capital,
the jack of akilled labour and want of practical information
regairding the commercial potentialitiea of India’s raw
prociucts. The government therefore decided to appoint a
Commission, some of whose members would be acquainted with
Indian conditions, 8some with .i.,ndus_tri,a_l‘p.rogr'eas in other
countries where similar objects would have been pursued .and
others acquainted with industrial problems generally: and
their busineass side in partlcular._

In framing the terma of reference, the government found
it necee;ary to exclude two matters €from the 8cope of the
Commission’s enquiry, namely, (a) any conasideration of the
then existing fiscal policy of the government of India on
the ground that the gengra] flgcal relationaship that existed
between the varjous parts of the Empire and other countries
WAS , accerding to His Ma jeaty’'s government to be
reconsidered after the war. Hence it was felt that the same
considerationa applied with even greater force to any
proposals involving fhe imposition of duties for the
gpecific¢c purpose of protecting Indian industries, a policy
which would very directly affect the fiscal relations of

India with the outside world. (b) In the next place it was

- ma
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laid down that the Commission was not to go into those
aspects of technical and industrial education that had
recently been dealt with by commjttees working in England
and India and whose reports werae then under the
congideration of the Government of India.

The commission was to be instructed to examine and
report upon the posgibilities of further industrial
development in India and to submit its recommendations with
special reference to the following questions: -

(a) whether any new openings forr the profitable
employment of Jndian capital in commerce and industry could
be indicated;

(b) whether and, if 80, in what manner, government
could wusefully give direct encouragement to industrial
devélopment
(i)- by making tgchniéal-advice more freely avajlable;

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

(1ii)by affording, directly or indirectly, financial
assistance to industrial enterprises, or

(iv) by any other means which are not incompatible with the

existing fiscal policy of the government of India.33

Ue do not propose to embark on a full-acale discussion

of the contents of the Indian Industrial Commission’s
Report,(I1C), nor an evaluation of the evidence submitted to
it. .Ouc attémpt will be to begin with the underlying basis

of the main proposals made in the ﬁeport and thereupon gO
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over to examine what changes, Jf any, were effected at the
provincial 1level consequent upon the acceptance by the
government of India of the recommendations of the IXIC.36¢

The basis of the main proposals made by the I1IC could
be summed up in the following three general propositions:-37
(1) That the improvement of Indian industries was of vital
importance to the future of the country, that it would throw
on government many new and serious reaponsibilities and
required a conesistent 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) fhat, for obvious reasons, the actual execution of the
policy would mainly be effected by authorities under the
control of local governments;
(3) That, in view of the past history of Indian industrial
development and of the present conditions of industrial
success in other countries, no real progress could be
expected without an expert atudy of industrial possibilities
and expert advice and assistance in undertaklng the solution
of industrial problems, and thaf the necessary ataff could
be best obtained and most advantageously employed by the

creation of organised services.

N
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56. Report of the Ipdiap Indugtrjal Commisgpion 1916-18,
Calcutta, 1918 (Reprinted 1980, Agricole Publishing Academy,
New Delhi 17)

57. See also in this connection the letter from A.H.Ley,
Joint Secretary to the Government of India, to the Secretary
to the Government of Madras. Revenue (special) Department

dated Delhi, 7th December, 1918. - Revenue (special)
G.O.No.791, 28th April 1919
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With these three basic pfOpositions the government of
India were in general agreement; but the principles on which
the functions of the imperial and provincial departments
could be correlated required in the opinion of the
government of India furthep discuaéion in the 1light of
congsiderations arising out of the report on Indian
Constitutional Reforms. Another important part of the
Commission’'s recommendations which the government of India
beiieved to be one of the moat valuable of the proposals
made for tﬁe deve;opment of Indian industries, related to an
alteration :in the existing system for the purchase of
governmenftstores. The suggestion for a central purchasing
departmentnﬁad been made befére, even in the period prior to
tﬁe war, while since the war broke out, the functions of
such a department had 1n 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
encouragement and development Qf industriea in this country

there would progressively be a great éeduction in pupchases
from England."

Before Qe proceed to examine the manner in which the
Provincial Government went about giving - effect
to/operationalising the recommendétlone of the IIC, it would
be pertinent to record here the debate that was generated
accross the country in the 1light of fthe s8imultaneous

publication during this time of the Report of the Indian
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Constitutional Reforms.®? Both the Reports emphasized the
need for rapid industrializatibn of the economy with active
state particiation. However, while the IIC’s Report
emphasized the need to centre direction in the government of
qu;a, the Montagu-Chelmsford Report on.  Constitutional

Reforma, confesased: "We think we have reason for sqying that

in some respects the machinery is no longer equal to the

needs of the time. The normal work of the department is
heavy ... We 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 Jocal governments and then to secure the approval
of the Secretary of State. Ref erences to the India Office
are a s8second fruitful cause of <(delay.”®*° The Reforms
Commission therefore emphasized the minimization of central
supervision and direction of provincial . activities.

The wmain focus of the debate was on the following
points: -

(a) the constitution of an imperial department of
industriea which would act. as & nodal organization to

coordinate and direct /industrial activity in the 'provinces;
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59. Some idea of the debate can be had from the replies
received by. the Government of Jndia to its létter No.589-D
of 7th December 1918 to Local governments inviting their
opinions on the report of the IIC.

- Revenue (aspecial) G.0.No.2221 3rd December 1919.
60. Extract. from Proceedings of the Legislative Council for
the United Provinces of Agra and Oudh aasembled for the
purpose of making Laws and Regulations under the provisions
of the Government of India Act 1915, dated Allahabad, the

24th January 1919. -
- Revenue (special) G.0.No.2221, 3rd December 1919.
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(b) the c;eatlon of all-India ascientitic and technical
services.

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
its centralizing tendency, even though the Commission
claimed that 1its scheme was 1in general accord with the
adminlet;ative changes proposed in the Reforms Scheme. It
was evident that there were two antagonistic forcea at work.
The commission was concerned solely with India’s industrial
deficiencies, and deliberately it had set itself the task of
deviezing the most efficient way of remedying those
deficlencies. The reforms s8cheme, on the other hand, was
prepar ed to sacrifice efficiency to other and wider
considerations. Henée .the ~ one scheme hinged on
centralizatiop and efficiency and the other on
decentralizgtion even at. the expense of efficiency.
Ultin@teiy, Innes: felt, the decision depended on the view
taken Iregarding India’'s industrial position. If the
Commission was right in holding that India's backwardness in
industrial development was 80 serious as to involve
political, economic and even national danger, it was

justified in asking local governments to agree, in the
interests of efficiency, to a period of centralized control.
At the same time, Innes felt, that this etage was to be
purely transitional, and as in political reform 80 in

industries the goal should be the largest possible measure
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of decentralization to 1local governnments at the earliest
posaible date. Operationally it wasg felt that the more
reasocnabie «course would be for the government of India to
confine itself to the encouragement of such industries which
were essential from the point of view of national safety or
were of more than provincial importance and with these
reservationas to leave it to local governmenta to solve their
own problems with thelr own staff in thelr own way.*®?'.

The Secretary, ﬁnited Provinces Chamber of Commerce 1in
his Jletter stated that while hi® Committee was in accord
with the Industrial Commission on the principle that in
future government muat play an active part in the industnial
development of the country, they were atrongly opposed to
the creation of an Imperial department of industries 1in
which was propésed to Dbe centra};sed the control and
direction of the advocated policy. The letter added: further
thhat the idea of a new Imperial department of induetries was
to be abandoned altogether and industrial devélopment made a
concern of the provincial governmenta for which ‘the Local
governments in their reapective  departments of industries
were to bQMCholly reaponéible and in respect of which they
were to enjoy the great‘eat poeélble freedom of action and
initiative. wfﬁ; Committee was also atrongly opposed to the

creation of the various Imperial India services recommended.

61. Letter from C.A.Innes, Director of Industries, Madras,
to the Secretary to the Government of Madras. Revenue

ig;laeclal) Department, No.G.C.-295, ‘dated the 20th January
9.

- Revenue (@special) G.0.No.2221, 3rd December 1919.
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They fully associated themselvea with the view fhat if
importation of skilled technicians became necessary only
recognised experts and s8pecialists were to be engaged on
spaecial terms and short contracts and on the express
condition that the training of our young men would form an
important part of their work here. Similarly if the
establishment of fegulan industrial and scientific s8services
was found indispensable at anyllater atage, the provincial
governments could organise the same. These services would
then be provincial and not imperial services and under the
control of the government undef which they were to serve.*®®
A resoluxrion moved, in the Legislative Council of the
United Provinces of Agra and Oudh also brought out the
differences in recommendations on administrative machinery
in the two Reports. A majority of the Council were 1in
favour of the subject of the industrial development being
transfered and made entirgiy provincial 80 that the delays
incidental in making freQuent references to Simla and Oudh
could be avoided, and further that action could be taken in
response_ tlo, .”and‘"-’ in sympathy with, the demands of public
opinion. 'Rde‘::ladlving,against the .constitution of imperial
services, the éouncil pointéd out thgt'informed_opinion wag
against even the then existing Ind;éﬂxiducat;onal Service.

Several educational expefts had opined that the wisest
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62. Copy of a letter from the Secretary, United Provinces
Cthamber O£ Commerce, Cawnpore, to the Secretary to
Government, United - Provinces, Industries Department,
Allahabad No.A806, dated the 3rd March 1919.

- Revenue (special) G.0.No.2221, 3rd December 1919
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policy would be for men to be appointed as occasion arose,
gspecially qualified men on terms arranged for in each case
so0 that no vested interest would grow up and the best

available talent could be obtained in every case and from

anywhere.#2

It should be noted here that while witnesses before the
IIC explicitly stated that no one should be imported into
India unless 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 expense of India,®* the
recommendation of the Commission was direct}y contrary: The
1IC wanted:that recruits for new Imperial services should be
obtained af an early age; these would be men who had
recgived theorétlcgl training in England and other countries
they would come to India to pick up practical knowledge and
they would spend several years in doing that. It would not
be any part of their duty to bring up Indians themselves to
be able to perform those duties. The net result would be

that in department after deparfment which required any

technical knowledge or 8kill JIndia would continue to be

poto e

' 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

Commissgion
~ Quoted in the Extract from Proceedings of the Leglslative
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, Acfing Secretary to the government of Madras,
in his letter to the Secretary to the Commerce and Industry
department of the government of India wanted that, 1in
deciding the number and 1location of Imperial research
ihatitutions, regard should be accorded to the essential
differenceg 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 relatiﬁg tp.;oil—seeds would not meet the
requirements of India a® a whole, and that, if it were
decided to establish such an institution in northern India,
another Impériél institute would have to be established for
research in’ clo'nnecti.on. with tropical oilseeds in s8southern
India. The fear of regional discrimination was evident
from the following observation made by Campbell in
justifying his plea to the Imperial government to look into
the requirements of different regionsa: " {Moreover] the

usefulness of a research Institute to an industry varies
inversely with the distance of the Institute from the
localitylin which the industry is established.”®#®

A related phenomenon in this context that contributed
to provincial heartburn specially in the Hadraé Presidency

was the issue of provincial t inance which was dealt with in

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 the Indian Constitutional
Reforms. What irked the Madras governnient wag that nearly
one third of the gross provincial contributions to the
government of India waa to be levied from Madras. As Innes
put ;t bluntly: "..inddstrially the future lies mainly with
Bihar and Orissa and Bengal and there is every danger that
Bengal industries will be developed with Madras money."%?
Moving a resolution in the Legislative Council recommending
aj grant for the development of fhe industries in this
Presidency, Rao® Bahadur R'é;nga A.charlyarh_:polnted out "the
great lnjustice which haaIBeQn done.for years as a matter of
history by the‘*gov'ernment of India to thle government of
Madras in the matter of th; financial relations between the
two governments. s = ...It woulc.iwhé:\-re gserved the purpose of
Madrae 1f our government had beéghmore violent and insistent
in their demands ‘and if ourli people also had helped the
Madras governuent by'raiairilg‘, a howl apbout this continued
injustice which is referred to as a matter of satiasfaction
by the Montagu-Chelmaford Report. They sasay .this is the
historical condition aﬁdutherefbre they propose to leave it
there. Not only has the injuastice been th_,ere, but they

propose to continue it in the recent proposals; if there is
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67. Letter from C.A._Innea, Director of Industries, Madras to
the Secretary to Government, Revenue (special) Department,
dated 20th January 1919 iy 3

- Revenue (special) G.0.No.791, 28thApril 1919

See alao in this connection the following G.O.s
(a) Financial G.0O. Nos. 263-264, 18th February 1899
(b) Financial G.0.No.433, 31st August 1911
(¢) Public Letter No.1104-A, 10th December 1918




any unsatisfactory feature in the proposals of the Montagu -

‘Chelmsford Report it is this aspect about it, that they want

to continue this 1injustice in the financial relations
between the Madras government and the central government.”¢®8
The govaernmant of Madras had also addressed the
government of india on the s8subject of the financial
arrangements under the new scheme and had entered a s8strong
protest against the proposal to base the contribution to the
government of India "not on population, nor on area, nor on
wealth, nor on the capacity of the provinces, but on the
result of a series of provincial contracts 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, 1if burdened with 8such a contribution,
the provincial government could not be held responsible for
cartying through the large schemes of improvement to which
they were committed. The feeling L1hat 'Madras was being
treated unfairly also came through this argument put forth
in the Council: "Unless this government goc to the government
of India ormed with public opinion in this matter, they are
not likely to meet with success. Pagst history will repeat

itself. NMadras is a far-off place for those who have the
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68. Extract from the Proceedings of an ad journed meeting of
the Council of the Governor of Fort St.George, 13th March
1919.

- Revenue (agpecial) G.0.No.1166, 12th June 1919

69. lLetter 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 8eldom heard there and therefore it is

neceassary that your Excellency's government should apply to
the government of India early enough before they make their

financial adjustment with other provinces.”

he Proceedingé”of anjadjourned meeting of

» 13th March 1919.
1) G.O.No.1166, l12th June 1919
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SECTION JII

As the Administration Report of the department of
industriea for the year 1920-21, s8stated, the moat
important event of the yeab 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
his general assent to several of the proposals made by the
IIC and supportea by the Government of India.’*® The
Secretary of St;te’s despatch marked a revolutionary changel
in policy, for he definitely accepted the two 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 aseccondly, that, government could not undertake this work

unless provided with adequate administrative equipment and
forearmed with reliable sclentiflc and technical advice. He

approved in principle the proposal t1hat an Imperial and
Provincial Department of Industries would be set up on the
general lines laid down by the Commission,. and sanctioned
the proposal of the government 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 from the Commerce and Industries
Depqrtmant certain iteme'oézwbrk, undertake iLhe initial work

of organization aridd in particulap frame detailed proposals

for the new permanent department. The Secretary of State
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71. Reégﬁue (speélgij G.0.No.4, 3rd January 1921
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thus reversed the restrictive policy laid down by Lerd
Morley in 1910, which though modified by Lord Crewe in 1912
and temporarily held in abeyfance while the Commission was
conducting its inquiry.. was #till in force, and recognised
that, if the active participation of govarnment in
industrial development of the country was to be accepted as
one of its Jegitimate functions, a new policy wa g
required.’® For the Madras government the despatch of the
Secretary of State was an endorsement of the policy
repeatedly advocated by the former, namely, of the express
need in India of active :ét-ﬁa’fe ‘part':icipation in jndustrial
development. '

Or. 13 March 1920,31thei-Go;efp§% presided over a
Conference at Madras which wasg 1Iargely attended by
representatives of commercial and industrial interests as
well as - by members .of the fegialativa Council.?”® The
business of 'this Conference was‘ﬁot 8o wide as that of the
Conference held in 1908, butg:-.\./as.'confinad to f[ive wpecific
points which were to be “discusmed at a Conference of
Director of Industries thatiwqeﬁf;ibe held in Simla in April

1920.74 The Madras Confebgncgwéénerally approved of:-7%
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72. Ibid

73. For proceedings of the conference held at Fort
St.George, Madras gee Revenue (apacial) G.0.No.640, 29 March
1920. :

74. For details of the proceedings 'of the Conference of
Directorgs of Industries held at Simla on the '12th, 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 1920-21

- Revenue (8pecvial) G.O0O.No.4, 3rd January 1921

(b) Revenue (apecial) G.0O.No.640, 29th March 1920
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(1) the vreallon of a Boat'd of Industiries forr he
Pregideucy

(2) the creation of an Indian Industirrial Service

(3) the contiroil of indusirial educatiloi Ly Lthe
Divector of Indusivies

(4) Lhe exilengion of gchemes of apprenliceship; and

(57 Lhe establidhwent of demona Lratl.i.unal factories byy

Lthe Government .

It was pointed oul &1 the conference Lhai, since
fthe publication oi the IJC Report and of the desgpalihes of
the Government of India and the Secrelasy of State on Lhat
report the vumber of inguiries had Lended to rise cvonsequent
upan  ithe  Tndiai pu'b'l,ii.:i - becoming aware that it was the
caccepined policy of thé'gu#ﬂthmﬂnt to Lake a direct Lnterest
in the development of .i.ndpa‘t.’riaa; These inquiries related
to both ovrganiged induslries and vottage indusiries. They
involved e mvedtigation of such  quegtions “8 Lhe
financial status of Lhe ' jaquiries, the supply of raw
ihata::-ia.}.a, the suiltability of raw material®s avallable, the
gupplies of {uel, Lthe nature and cout of suitable machinery,
Lhe markel (or ihe finished produci, the extent to which Lhe
indusiry was already organised in the neighbourhoovd, the
action likely to be taken by rival firme and its effect,

besidea questions of freight and rates of exchange. The




departounl as il was Lima aragnizad wes ool ia s soscbina o
deal satisfactorily with all the Inquities received.”*

The Director of Industries [o;t thal it was absolutely
necesgsary to include in thduDepartmenf A nunber of district

. i

officers competeric 1o supervise industrial parties and
pioneering or demonsiration fact;fiea within their 1local
area and to carry out local inveatigatidgs and inQuiries in
connexion with industries of alf:dlasses. large, 8small and
cottage; they would also keep .in cloéé touch with the people
and encourage those interested .in industries Lo Lake full
advantage of the facilities offered by the departaient . ”7?

On Lhe gquestion of the control of 1industrial and
technical e«ducation, fhe Madras Presidency supported tLhe
view of +the I1IC that indusirial and technical wducation
under collegiate rank should rvemain witli the Depariment of
Industries. The arguméent put forward was Lthat the
department was :n direct {1ouch with employer's ol Jabour and
wasd more likely Lo be able to transleite the viewsm uf such
employersa into gracticaw Moreover the department would
contain experts whose opinions would always be available
qQuickly and departmentally when new s8chemus vovf indusatrial
and technical education were beirtg considered. AL the same

time 1t was pointed out that the development ©f indusirial

and tachnical educatioun in the Preaidency was Dbeiing
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76. Letter from A.Y.G.Campbell, Director or industries, to
the Secretary to Government, Revenue (special) Department,
Madrasg, dated 25th February 1920

~ Revenue (Special) G.O.No.640, 29th March 1920.

77. 1bid
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carefully watched and that it was not possible to lay down
hard an: fasi Lines on Wwhich it should proceed; "for the
next {iwenty years at least it must be (ree from all the
gstrangling eifects of pre—-arranged 1rules and regulations,
and each sgheme must be considered on its merita without too
much regard to similar 8chemes in other parts of the
Presidency.”’8

The apprenticeship 8cheme in force in the Presidency
was found to be grossly inadequate; further it made no ,
provisgion for the iraining of suitable Indians for
recruitment as s8uperior mechanics .and the s8ubordinate
superviging staff of the workshops, nor for the training of
appreniices i1n the Engineedring depariment.”?

At the Conference of- Directors of Industries held in
Simla in April 1920 all were agreed as 1o the desirability
of consiituling an indjian 'Industrial Service on the lines
Suggeste. Ly e Industrial Commission and accepted by the
Secretary of State for India. Jt wasg also felt that while
it was desirable to have Provincial Boar'ds of Industries,
these should be advisory rather than controlling in
character.®%® At this Conference, Alfred Chatterton, in his
capacity a8 Industrial Adviser Lo the Tata Industéial RBank

made & plea to the Direciors to adopt standard types of
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‘78. Appendix III - Notea prepared by the Director of
Industries on the subjects placed before the Conference.
- Revenue (Special) G.0.Nv.640, 29th March 1920.

79. Appendix IV - notes prepared by the Director of
Industries on the subjects placed before the Conference.
~ Revenue (Specijal) G.0.No.640, 29ith March 1920.

80. Revenue (8pecial) G.0.No.1278, 13th July 1920
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plant specially gelected to suit local requirements with «
view to their manufaciure in India. He atcuributed 1he
auccega of the Pumping and Boring department Jin the Madras
Preaidency to the phenomeryion of standardization, which then
made it worthwhile for the manufacturers of this plant Lo
meet in a comparatively simple wmanner the difficuliies
usgually wxperienced in erecting, running and maintaining in
workitng order the numerocus inatal;ations which were aset up.

"What js8 wanted ia +that intéﬁdfng enlirepreneurs should
be guaranteed & sufficient deﬁ;ﬁ& (fo'r their productions 1to
justify them in embarking theif capilal 'and experience in
the establishment of factories to Lurn. oﬁt machiinery and
plant of standard types...There ia not & sufficient markel
in India to justify the estab]ighment of works to meet 4v1he
current demand for ar;y (e of.‘”.the many Lypes of engines
which may be found working out here; but it i1s certainly
posaible to select orie or two types of _I?gngj.nea which will
serve practically «ll requirementg la}nc'l if the whole demand
were concentrated on these se]eéted Ltypes, 1t would be
possaible to manufacture them ocut here a8 cheaply ovr even
more cheaply than they «could be imported.”8®?

Around lhis time, by & resolution dated 7 October 1921
in Lhe Commerce Nepartmenl, the Government of India set up
& commisgion Lo examine with reference to all the interests
concerned‘ Lhe tarif{ policy of Lhe govearnment of India,
81. “Standardization of Machineiy and Plant wiib « view to
Ltheir Manufacture in India”. Preparatory note read ai tLhe

Conference of Directora of Induastrleas held at Simla
- Revenue (apecial) G.0.No.1278, 13th July 1%20.
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including tlhhe gquestion of the desisability of adopting Lhe
principle of Tap- w14l Preference,B®® Amacnyg the official
witness;es who submitied their viewa on the JIndian Fiscal
Commisstion’s quesliionnaire was Gilbert Slafex', Publicity
Offlcer. who, 10 his smemorandum oliated that, while he
generally favoured a policy of f(ree trade for India, he
however, did not consider that a simple policy of either
unadulterated {ree trade or out and out protection was
poassible. He feli 1hat India had te have a tariff{ mainly
for revenue but modified by a proteciiovnist flavour. From
the econouic pointt of view he :onsidered that direct
t‘ax_aticm wiid e nore suitable form and tthat it would be a
very gre . oovefit to India 1f permaneni settlement were
aboiighed, ard tihvea land revenue, in the ({irst place, wmade
talrly wuniferm in the proportion it bore Lo the economic
rent over the whole of India, amli then allowed to expand in
propoctimi 1o the increase in the economic rent-of land.
Acvording to him, the ecéﬁomic factor which dominated Indian
industrial condition;; waé'"the amallneas of the amount of
thought and energy which the educated classes of JIn-lia have
devoted to industrial achievemeni .”®3

H.C.Sampson, Directour of Agriculture, in his submisaion

to the Fiscal Commission expresaed the opinion that many of

- G e B PEED WV G arere e

82. Letter 'f'rom H.G.Haig, Secretary, Indian Fiscal

Coumission to the Secretary to the Governmeni of Madras,
Development Depariment dated Simla, 7th Octlober 31921.

- Development, G.0.No.221, 11th February 1922

83. liaette~r from Cilbhbert Slater to the Assizanit Secretary to
Governwent, Development Department, dated FEgmore, the 9%th
December 901 . -

- Develosa=sn:., G.0.Nw.221, 11th February 1922
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the questions arising out of the inguiry appearesd *+o
contemplate a great industrial expansion in Tndia. As [lar
as Madras was congidered he considered this to be impossible

under the then existiting conditions of 1f{ood supily. The
failure of the monsoon 1in 1918-1919 Jdefinitely yrov;d this.
I£ then, he queried, an industrial population was to be
erected in addition to the exigting agriculftuial populalktion,
where were their ifood requirement to come from? The more
sanitary housing arrangementa which would doubtlesa be
insigted on for the maintenance of Jindusirial labour and the
higher atandard of living which the wagea paid to industrial
labour . would involve, would all tend Lo c¢reate a large
~addition to the population. Under existing conditions this
seemed an impossible propoailion.®* One incidental point of
importance referred to by the Commission vide one of thelir
questions, was whether Briti&h or f(oreign i1industrial f(irms
would endeavour to egtabHlish themselvea in india in order to
gel the benefit of tLhe pfotective tarif£f. It waw felt Lthat
Lhis was extremely probable which probabilily was however,
lost aight of by ihe advocatesg of protectaion in "ndia.?3
K.Venkataramae  Raddy, official in I'he devel opuent.
department, arguing sirongly in favour of a policy of

protection, tracing thefhistory of the policy of protection

pointed out that even in Fngland, {ree 'trade as such was

84. Jl.etter (rom H.C.Sampson, Director of Agriculture to the
Secretary to Government, Development Departmenti, dated

- Madras, the 14th December 1921.
'— Development, G.0.No.221, 11th February 1922

85. See Notes to G.0.No.221, Development, 11ith Feruary 1922.
p 5.
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unheard of (1]1) 1820. It 1ook 40 years before that policy
could be fully accepted by the British Parliarient.. The free
trade pelicy which was [ully inaugurated in 1860 had full
away for nearly 60 years. In 1919, howevar, England agreed
to levy preferential tariffsa in certain articles produced or
manufactured in British c¢o6loniuws and Dominions <.a1d in tLhe
vear 1921, England passed her Safeguarding of Industries
Act . ;Both these measures have deprived England of her claim
to be yet known a8 a complete (ree: 1trade country.”®s
Similarly Germany, France, United 5Hiates and Japan, the four
great trading couantries next Lo England were and had always
beesrt proitecsivnisl. countries. While advocating proteciion
ag a policy for India, Reddy used thal term in a larger
sendge, including nol merely an .import tari{f, but also every
act or policy or econmeicv system which made for tuhe growih
and promotion of industries of a country, by the training of
skilied Jabour ¥ o wnting convessious, bounlies, loans,
forelgn scholarships and by governument itself starting
pioneer jndustiries and eglablishing résearch institutes and
so forth. "Jf{ our protection endes with tariff laws and our
end eavour to creale industries stops wiih giving industrial

and technical educatioun, certainly it will not go a long

way. But with protection of a wider character justi

described, it is more than possibl. and it is almost certain

G R,Venkatardma Reddy prepared an exhaustive note tracing
Cides h;gtory of British trade policy, why India needed
prqtecaxcn And Lhe kind of protection neweded -~ See Notes to
G.0O.No.221, Developmenti, 11th February 1922, p 6-20. ‘
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that industries will be <c¢reated and develuped Jn this
country."8?

In the autumn of 1923, an Imperial Economic Conference
was summoned in which India was also to be repregented. TIhe g
main object of the Conference was to consider whether <the
loss 0of the continental markets could not. be made up in aome
degree¢e by increased trade within the Fmpire. There were
indications of a movement in c¢ertain quarters :n EFngland
against allowing tne floatation of Indian loans in England,
unleass part a.t. least <f the proceeds were earmarked for
expenditure in England. Under this context the government
of India addressed the local governments to elicit their
views on what attitude the government Yof India was io take
at the Conference in regard to the proposals of His
‘Majesty’'s government.®®

F.Noyce, Acting Secretary to the government of Madrasg
in his reply to the government of India, ideeisped il enilirely
undesirable that the govern ent of India s8hould be
influenced by an Iimperjal sentiment which was shared only by
a very small proportion of the population that they
répresented.‘ If any stipulation were put forward that, when

Lthe government of India raise a joagn in ihe HUnitad Viagdom,

a portion of i1t should be warmarked f{or the puruvbage of

e — st e T as  camsde rms

87. Ibid
88. PDemi-official from D.T.Chadwick, Secretary to the
Government of India, Departmeni «of Commerce, Lo the Acting
Secretary to the Government of Madras, dated Simla, the 13th
June 1923, No.3342 (conflidential)

~ Sea Notes connacted with G.0.No.3406, Development, 27th
Septeumber 1923.
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British manufacitured goods, it was submitted that « counter
atipulation was to be lajd that Indian raw materials should
be wused (f(or +the f[fulfilment of contracts placed by the
British government. An evenmore effective stipulation would
be it was felt that 1in cases where it was possible, the
government of JIndia contracts should be placed w.th f(irms
which were prebared 1to «:atablish a branch of Lheir industry
in India. "In the opinion of this government, Llhere is very
little ground for the belief which is rather widely held
that 1here is & dislike on the part of India to the influx
of capita?l {rom abroad, It i1is, 1howeVer, certain that, 1if
any 8rritish or {oreign firm or syndicate were to propose to
gtart manufaciure on & large 8cale in this country, Jndians
would look upon such a venture with ituch greater favour i1f a
portion of the share capital wsare offered “or subscription
in India and if one or two responsible Indians were placed

on the Board of Dirce.  .ryg.m"R?

et NPy ogm,

89. Demi-official from F.Noyce to D.T.Chadwick, Simla, dated

L5th September 1923. Notes to G.0.No.1406, Development, 27th
September, 1923
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A reading of the administration rteports of the
depariment of industrijes brings out <¢learly the limited
impact that the department had on the industrialization of
Lthe Province despite organijzational changes in keeping with
the recommendations of the IIC as endorsed by‘the Governmenti
of India and accepted by Lhe Secretary of Statle. The
conatitution of the Beoard of JIndustries, tLthe commercial
enquirles taken up by the Government as also investigations
of*its own into the possibility of starting new indusiries,
the enactment of 1he State Aid +to JTndustries Act, the
revival of ihe annual Indusiries Conference etc. -- all
this and much more really did nnot add up to mwuch. Given the
politica of the Lime, the government was not in’erceated in a
consistent and coordinated programme of development
involving intense regulation of the economic life of the
country, including 1he activities of the private sector.
Being forced by c¢ircumstances (o act, 1heir method of
approach was to 8elect piecemeal certain lines of
development and to concentrate on them individually without
considering the economy as & whole. This attitude {owards
economic developument and this method of approach €failJed to
achieve any substantial improvemeni with large sectltions of
Lhe population not being touched at 'all. Ue now take up for
discusaion some of these atteuwspts made by the Provincial

government to boosl indusirial activity in the Presidency.

e TEEN
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(a) THE MADRAS STATE AID TO INDUSTRIE3 ACT®°

The question of Lhe provision of {inancial assistance
to industries was8 ene of the import:ant matters which came
under the purview of Lhv Indian Industrial Commissijion. The
Madras Board of Industries which c':oi?midered in 1921 the
question of financial and other forms of aggistance to new
industries passed & resolution to the effect that the
assistance afforded by banks to new industries was not
adequéaie anu recoimmended i{that government should have power
to make advances f(or the establishment of new industries.
It was then decided to p:omote» ihe Madras Statle .A{d Lo
Industries Bjll which was passed by the Legislative Council
in 1922. Jt was hailed by the House as & forerunner of
great and successful scheme of industrialisation and there

was consgiderable satisfaction that the principle of state

encouragement to industrieas was at last recognised.

90. For a comprehensive account of the politicse of the
inception and administrationn of the State Aid to Industries
Act, aee

Tyabji, Nasir "State Ajd 1o Industry:Madras 1921-37" in
Economic _and Political Weekly, July 30, 1988, PE-51 to PE-
672. Other s8sources wh:ch we have irawn for 1his s8section
include :

(a) Natarajan, .(Economic Adviser 0o the Government of
Madras):A Rggorr on the working of ihwe Madrag State Aid to
Industries Act, 1922 - Development, G.0.Wo.398, 28th January
1953.

(b) Notes Jor the Conference of representatives of
Depattment of Jndustries - Development G.0.No.101é, 28th
August 1933

{(¢) Review of State action in respect of Industries -
Menerandum submitted to the Government of India

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

(d) Answers furnished to the Quesfionnaire of the National
Planning Commitiee.

-~ Development G.O.No. 1568 ZOth June 1939




64

The Act was amended several times in minor details. Tt

=t

provided for granting financial or other aid to s8several
typee of industrial ;nterpriae, which had an important
bearing on the economic development of the country. They
could be (1) new or nascent industiries, (2 industries newly
introduced in areas where they were undeveloped, (37 cotiage
indugtciea, and (4) old or established industries "provided
that aid s8hall not be givan+ to any old or eatablished
industry unlesa the Provincial government are satlafied that.
special reasons exist for giving 8uch aid.” The maximum
value of the loans was 50 per cent of the net value of the
asaeta- of the industrial business or enterprise including
any other property offered by it as <¢ollateral security.
The Act provided for the constitution of a Statutory Roard
of Industrjiesg®' which would conaist of nol less than 10 and
not more than 12 nmembers including 1t1he chairman and ex-
officio membesrs.  The n.umber‘ wf goveruament officials was
restricted to a maximum of three and there was provision for
cooption. The Board had one represcntative -uch Irom the
Madras Chamber of Commerceae, the Southern Inaia Chember of

Commerce and tne Madras Trades Association, and lwo

91. Boardas of this ilescription with different functions and
powera had been previously in exjistence. With reference to
the recommendalions of Lhe IJC, the Governmenti sanctioned in
November 1920 the appointment of an Advisory Board of
Industries to advise Lthe Director of Industries. The Board
which was constituted in 1920 (or a period of two Yyears
automatically ceased to exiat towards the end of 1922. It
wag not conagtituted s8since the Advisory (Committee of t1he
Legisiative Council for the departments of Industries and
Fisheriea had been appoilnted in the meantime.

rH W *1‘-‘-“.
LI
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repiresetatives from the Madras I;eziniative'_Assembly. all
e)eetef " tha mumpes dregsceribed under *he Act.

Th:is Act came under a volley of adverse criticisms,
their general tenor being that it had not fulfilled the
expectations of its sponsors. The preliminary report of the
Indusirial Planning Committee, government of Madras (1947),
summed i1 up by saying: ¢

"It cannot be said that the object of the Act, namely
to accelerate 1he industrial development ‘of this Province,
has been fulfilled 10 any appreciable extent by the working
of the Act during thiese 23 years...ﬁethods of State Aid,
othet than granting of{ loans were rarely availed of...The
annual reports on ithe working of t* State Aid to Induatries
Act show that mosl of the cases waere crejzcted by the Board
oy IImiu:.stci ~w . for one 1reason or other. The conditions
requir-e;d te be sgatisfied under the Act for L1he grant of
State aiﬁ Slwiouu away Dany applicants. The procedure
prescribed for getting State aid involves Jlong delays...Even
the Piress Communique jissued in :1944 inviting applicants for
state aid and promising state assistance in a large and
effectilve measure pid not evoke any reasponse, as the
provisions of the State Aid to Industries Act had still to
be followed to get state ald (vide section 4 of the Act)

which prohibjt state aid to industries, except under the

provisions of the Act."®*®

92. Quoted in Natarajan B:A Report on the Working of the

Hadras State Aid to Industries Act, 22, or.cit.
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Taking the perjiod from the passing of the Act upto the

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

of Industries, 104 or about one-third of <the total were

recommended to the government for ssanction of aid. Of
these 104, only 62 applicants were granted aid by
government. The total amount of aid for which applications

were made was R8.1,39,77,058 while that for which the Board
recommended aid was Rs.46,61,586 or 33.4 per cant and that
which government s:inctioned was R98.28,60,636 or 20.4 per
cent of the total aid applied for.%?

The‘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 O0f the order of refusal
of the Board but an order sanctioning aid could be reviewed
by the government. Among the reasons advanced by the Board
for rejection were the following:-

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

(2) Ignorance, inexperience or inefficiency of the appl-

—

cants to undertake and manage the enterprise or

business concerned.
(3) Failure to £urniah full particulars

(4) Unsound financial conditions of the applicants

(5) Inaufficient assets and

(6) Failure to furnish adequate security

]

93. Ibld

rr



An important fact that emerged from an analysis of the
fortunes of the 400 and odd appli- . .nts wa8 the small numbar
of applications from experiencsd businessmen and
entrevrelzur s,

"T: annot be said that this province auffers from
peucity of business talents. Promoters of new ‘ndustries,
who had any reasonable prospect of securing help from
private financial agencies hardly thought of approaching the
Board. Hesitant and reluctant generally to apply for state
aid, they could not have been encouraged when applications
of some enterprising firms like the Mettur Chemicals, and
J.M.Jamal Bros. were turned down.”?*

Reliable gtatistics relating to the UM e of
enterprigses established in the Province, including those
belonging to the cottage and unorganized industries are and
were never available. But in re¢szpect of the 29 induitries
which had been brought within the scope of the Industrial
Statistice "2t of the government ofi India upto September
1949, statistics relating to the nuasber of registered
factoriesg, number employed, fixed and working capital, etc.,
were available. The number of factories ir these 29
industries was 1244 and the améunt of. fixed capital inve~sted

¢

in 11 of them was Rs.10,71,62,117 &and total productivse
capital Rs,35,32,37,77A4. The total financial aid of
Ra.63.47 lakhs granted under the Act forms 4.92 per cent cf

the fixed capital and 1.80 per cent of the total producticn

94. Ibid
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capital of these 11 industries coneisting of rice milling.
sugar distilleries and breweries, vegetable o0ils, soaps,
tanning, glass and g}ass-ware, ceramics, plywood and tea
chesta, matches and cotton textiles. The contribution of
the Act to the industrial development of the province had
thus been inconapicuous.?*®

The greatest drawback in the administration of the Act
was the lack 9f provision of technical and other facilities.
In thi# context the State of Mysore stood in contragt to
Madrag. There, individuals interested in particular

industrieas could apply to the government for a detailed

enquiry to be conducted regarding their prospects. The
matter would be referred to the Board of Industries and
Commerce which would conduct a preliminary enquiry and make
its report availgble to the intending entrépreneurs. In the
case of industries aided by the State, the government would
arrange for the selection and imporf 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 mills and 136 rice mille.®**

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

also conspicuously absent in the Province. But these

—

95. Ibid (See also Notes for the Conference of
representatives of Department of Industrie®, op.cit, for a
gaimilar concluslion reached in 1933 itself)

96. Ibid
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supplementaosy neasures,. though thiey could not be
incorpora?ed 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

STATE AID TO INDUSTRIES ACT)

VW GPEVD = | i

From the copious and detailed notes written by
L.B.Green, the Director of Industries and Commerce, Madras,

i1t was clear that the government was seized of the necessiiy

of accelerating as far a8 po8sible the industrial

development of the province.®”’ Prior to 1926 the policy of
the local government 1in rega;‘d to industrial development
included the starting of pioneer 1i:.iustries with a view to
agcoertaining the commercial possibilities of manufacturing
articles LJélprdUCed in the Presidency. In view of the ao-
called facilities afforded by the State Aid to Industries
Act whero it hacame 1 o0 in 1923, the prolicy of government in
regard to the pioneering of industries underwent some
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 laboratory i1ests and

that pioneer manufacture on a commercial scale s8should be

97. Among the many ‘notes’ that L.B.Green authored during
his tenure the more important ones, in our opinion, include:

(a) Indugtries_ - Appendix I in Census of India, 1931,
Volume XIV, Madras Part I - Report by M.WU.M.Yeats, Supdt.of
Censuas Operations, Madras, 1932 (Reprinted 1987 by Usha
Publications, New Delhi) pp 200-263.

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

— Development G.0.No.900, 4th April 1939.
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left mainly if not entirely to private enterprise. It wasg
also considered advisable to concentrate the attention of
the department on the ofganization and development of small
industriea preferably on cooperative lines, particular
stress being laid on the importance of village or rural
induastriea with 8special reference to their guitabiiity as
subasidiary occupations during the s8slack &#<2ason for the
agriculturists who constituted the bulk of ths population.

Thia policy was followed in subsequent years with little or
no change. Unfortunately the political system of governance
did not provide any mechanism to translate intentions into
action with the result that the elaborate plans for action
remained inactive. Further, the transfer of the
government'’s ploneering endeavours into commercial
poseiblllties would have invclved close cooperation with
intending entrepreneurs mostly in tfxie private mector which
again the s8ystem did not facilitate. Consequently,
government’a industrial ventures d';id not really stimulate
large 8c-ale industrial activity in the province nor did it
make a perceptible impact on the rural populetion who had
been sever.eliy affect’.ed by the economic depres.;ion and the
fall in agricultural prices, whilst the dscay of 1local
industries left them with no aupplfmentary gources of income
outside the seasonal periodas of their agricultural work.

In the Administration Report of the department ending

3lat March 1939, Green observed that the problems involved

in a national effort to develop the economic resources of
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India were 8o vast and complex, that the more closely they
were examined it became evident that mere ad hoc¢ measures
were bound to produce unsatisfactory resultas. He noted that
nothing short of comprehensive and centralized planning
could ensure the maximization of national effort in all its
aspects. Uhilg industries of n:' tional importance ould no
doubt have to be established in areas which possessed
superlior regourceg in raw materisls and commanded the
larssest mar.«etg, 1i¢ was very desirabia that industrial
development in India be épfead over as wide an area of the
country 28 possible instead of being concentrated in a few
large urban areag.”® In order that the resources of Madras
be: kept prominently in view in drawing up schemes for the
development of industries on an All India basis, Green drew
up a note ¢cn the "Economic Resources of the Province of
lladras and the Possibilities of their Development” before
~rdceeding on leave.??

' On many occasions Green referred to the fact that in
consideri_ng the pofaaibillities of 'development of industries
one wags greatly handicapped by the 1lack of accurate
}cnowlnge of the geological and minaral resources of the
grovince. He therefore 8fressed the advisability of

attcrhing & mining geologiast to the department of industries

N A e B . w . RSy

98. Administration Report of the Department of Industries
and Commerce, Madras for the year ended 31st March 1939.

- Development G.0.No.2474, 9th October 1937.

99. L.B.Green :A Note on "The Economic Resources of the
Provinces of Madras ... op.cit
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and the need for conducting an intensive and extensive
deologlcal 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 pr;vided but also because they
rendered posalblé.and greatly facilitated the development of
new, medium and/or small scale industries it was generally
recognised that no scheme for the e¢conomic reconstruction of
a vasgst agricultural country like india could be complete
without adequate provision for the introduction and
development of rural industries. In the Madras Province,

86.44 per cent of the population 1lived in villages. Only a
small percentage of the population found employment 'in
factories. The number of operatives employed in factories
represented only 0.39:per cent of the total population while
the number of those employed in factorie® other than
textiles could not be regarded as altogether satisfactory.
It had therefore ecome very neceasary to attempt to develop
rural Industries. 199

The point to be s8stressed here ls the fact that
officials like L.B.Green, V.Ramakrishna'®? .etc., have
written detailed notes, submitted Iprecise memorandume® to
official bodies 1like the Tariff Board 118t§ng out the
problems that hindered the rapidginduatrial development of

the Province in general and of the cottage/small indu®tries

100. Ibid
101. L.B.Green handed over charge to V.Ramakrishna at the

end of December 1938.
~ G.0.No.2474, 9th 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 in the Presidency to devise means for the revival
and extension of rural industries on an economic footing and
for the organization of subsidiary occupations for
agriculturiets. The special officer submitted a report for
each district and also a consolidated account for the
Presidency as a whole. The reports were duly published for
general informrt¥ion. The government constituted a Committeg
of non-officials, with the Director of Industries as
Chairman to examine t.he special ofificer’'s report and to
submit proposels for the effective encouragement of pottage
industriesz. The committee formulated i1ts recommendations in
respect »: 15 major industries. While these proposals were
under examination the financial position of the Provinces
became unfavourable and fhe government pasged orders on such
of the recommendations of the committee as did not involve
additional expenditure but deferred cpnaideration- of the
other recommendations. | T.l;e development of the following.
industries was assisted. in. one form or other: Butto':.m-
making, Bee-keeping, Basket making, Cane and Mat making,
Coir, Chalk, Embroidery, Handmade paper making, Slate and
Toy industries. But it <ould not be claimed that there had
been any considerable revival of cottage industries. Since
the report of the special officer fcr the survey of cottage

industries in the Presidency was pubhlished in 1929, little
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further data _.in,‘ regard to the existing cottage industries
other than textiles had: become available as -there was no
dietrigt gtaff to collect such information. The -only remedy
the g‘-p_v._ernment» could think of in such:a situation was to
constitute again a committee of the “provincial economic
council "to examine the whole Question of cottage and small
ecale jnduastries and the steps that could suitably be taken
to reyive and develop.thﬁm-?f°‘.‘p

Among the difficultiea which had tended in the past to
regtrict the development on a large socale of industries in
Madras, wetre the high price and acarclty'olf fuel owing to
the fact that nowhere south of the Hyderabad.atat;vhad coal
been found to exist i-n workable depositas. “However the
posassibility of eatabllshlng'sevevalgimbortant»lnduatries not
thought .of years ago had been opened up by the advent of
eleétrié power over a wide area ‘of the Province.  The
weakness of India’s econemy were clearly revealed during the
depression when her depandence upon exXports 6f agricultural
produce brought about a ‘very difficult ‘position, the sharp
fall in commodity values upsetting ‘her balance of trade. It

was also realized™that the industrial position of a country

idi; Fdr"ﬁdre deféils of a descriptive nature =e-
(a) Village Uplift and Village Industries - Ileasures taken

oy this Government - Resume furnished to the Government of
[India ) ‘ T . . '

- Development G.0.No.1402, 11th October 1935.

(b) Cottage Industries - Scheme for ‘a Board of Rural-

Jevelopment and Cottage Industries Institute
~ Development G.0.No.307, 27th February 1935 .
(c) Cottage and Small-scale industries - Development and
esuscitation L ’ . - - -
- Development G.0.No.2604, 24th October 1939.
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whose industries depended to any :conaiderable extent for
Their supplies of materials upon foreign sources which were
liable to be interrupted in the event of international

complications arising must be precariously placed. Thus it

wags felt that the first step wa_a to draw up a definite
programme or plan for the development. of induatriea on an
all-India basis after conductlné .enquiries as to what
industries of economic importance of fer s8cope for
development in the various ﬁrovinces. According to Green

the initiative in this matter had been taken by the Minister

for Industries and Labour in Madras whoée efforts had
resulted in the setting up of a ﬁ)afional Planning
Committee.?°3

"The necessity of drawing up an Qrderly plan of
economic development for India had become a0 generally
recognised that even if the National Planning Committee had
not been set up it would hav___g been a Question of choosing
not between planning and laissez faire, But between having
in India a numbder of isolated, sectional and even
conflicting plans, each laid down by some government group
or interest, and an attempt to plan comprehensivelj the
general policy which, industries, as a whole is to pursue.
Fortunately, this possibility has been avoided and it is now
realised that the chgracter of modern technical development

in industry is such as to force upon us in India a publicly

planned economy as a means of preventing the growth of

- - o PN . TG

op.cit

Province of nadras
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unemployment, and that the extension of government
interference into the economic field is bound to remain a
permanent feature of the new order.”'°4

Ef forte were made by the provincial government and
through resolutions passed by the different Chambers of
Commerce to get the automobile industry established in the
province*®® and also to have a definite share in the
proposed aircraft factory at Mysore.'%4 Green in his letter
to the Secretary to government pointed out that if Madras
did not take active steps in the direction of establishing
some basic industries, there was ground for apprshansion
that we 8s8hould in a few years be importing from other parts
of India considerable Qquantities of industrial products
wvhich might be manufactured in this Province,"°? 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 development to
adopt in s8suitable cases a similar liberal policy to that
followed by certain Indian states, in the absence of which,
the drift of industries to other etates would become more
pronounced in the_ future consequent upon the increase of

taxation and the introduction of an excess profits duty in

P

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

- Development G.0.No.2662, 25th October 1938

106. Details in Development G.0.No.131¢, 22nd July 1941
(confidential)

107. Letter from L.B.Green to Karunakara Menon, Secretary to
Government, deted lat May 1941

~ Development G.0.No.1316, 22nd July 1941
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Britiah Iadia. As compared with:Bombay and Bengal, Madras
was extremely lacking in industrial enterprise and a change
1n the outlook of the money"e.'d classes of tpg Province was
also needed: "some of the people who speakl the most about
the need for industrial development are the most reluctant
to invest money in industrial enterprisea:”‘°'

In August 1944 the Madras government felt the need to
lay down its policy towards industries and a press

communique was issued about it. Industries were divided
»

into four classes: -

(a) Those wholly financed, controlled and managed by

government;

(b) those in which the government would take a
majcrity of the gshares but would allow private management
where nececgsary;

(¢) important industries .in which government would
take a rfraction of tiie shares and would also have
representation on the Directorate; and

(d) private enterprises in which government would give
the necessary help, advice, as well as technical and other
asgsistance.'°?

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 classes (c)
and (d) were to be ©prepared primarily by private

industrialiate but government would make skeleton schemes

108. Ibid
10?. Developmen+ GC.0.No.1033, 13th March 1945
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available for industries in this class. The Industries Sub-
Committee of the Post—-War Reconstruc?’ion Committee héd
endorsed 1lhis clasaificatlon;“° As to .the particular
industry to be brought under eaéh head, it had been decided
to examine each case on merits a8 anc wvhen it c¢came up
instead of .following a rigid alignment. At the same time
the general principle had been accepted that basic and vital
lnduatrleg‘would bg,brought under classes (é) and (b)

In 1945 the government of india issued a Statement on
Industrial Policy on the grouna that a 8atage had been
reached when they considered it would be in the public
intereat to makelan announcement of the conclusions reached
by them on various aspects of policy.''? The Government of
India Act of 1919 had made industries a provincial subject.
Ther;after the government lost direct inferest in industrial
development and the Provinces had neither the f inancial nor
technical resoqrcqs to stimulate development on any
slgnlficant gcale. Under the.Goverhmenf of India Act, 1935,
the development of iﬁdustriea was astill a provincial subject
but it was open to the ceﬁtre to d.eclape by law that the
development of certain indusffiea under centsal control was
expedient in thé public intefeat and thereupon, the

development  of such iIndustries would become a central

110. Recorded in the letter from the Development Department,

Madras to the Secretary to the Government of India,
Department of Planning and Development, dated 2nd June 1945,
- Development G.0.No.2785, 17th July 1945. ”

111. Post-War Development - Government of India’'s Statement
on Industrial Policy

-~ Development G.0.No.2785, 17th July 1945.
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sub ject. However, no s8auch Acf::;_had in fact been passed by
the Central Legislature with the feault that the development
of industries remained a wholly provincial subject. In 1945
the government of India felt that the continuance of their
existing policy would not help Ind:.- :1eet the objectives of
post-war development. In other  countries techirological
advancesg 1ad be:an immense with a siriking increase in the
total wvolume of skilled labour. If India was to make rapid
headway and if the standard of living of the masses had to
be effectively raised a vigorous and s8ustained effort was
necessary in which the State no less than private industry
had to take a part.*12

The primary point in industriai policy was the extent
to which the gtate would take part in industrial
enterprise. In India. ordnance factories, public
utilities and railways together formed a considerable
proportion of the tota. industrial enterprise which was
already very largely state-owned and state operated. This
arrangement was to continue. Further it wa®s decided that
the bulk generation of electric power would, as far as
possible; be a 8tate concern. Apart from these, basic
industrics of national importance would be nationalized
- ﬁf:;ided adequate private capital was not forthcoming and it
was regarded as essential in the national interest to
promote such industries. ' For the purpose of government

policy basic industries could be defined as 1including

112. Ibid
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aircraft, automobiles andffractora, chemicals and dyes, iron
and ~steel,».primé;=moveﬁs, transport vehicles, electrical
machinery, ‘machihne tools, electro chemical 'and non-ferrous
metal itdiustries. All other industries would be lJeft to

private enterprise under varying degre:s of . ntpol. There

those catering for ordinary consumers’ demands and subject
to free competition; in the case of industries of & gemi-
monopolistic nature or those that controlled scarce natural
resources there could be a stricter control varying with the
circumstances of each one. The’.' views expressed regarding
the acope of nationalization was to be discussed with
provinces and also with the more important Indian States and
a further statement issued ag to. whether the 8cope was to be
enlarged at all, and if 80, to what extent.?112

The government of India had also cofie to the coneclusion
that = they must‘ take power to " licence industrial
undertakings. They had then no power 'except for emergency
war-time controls, to regulate the growth of industry. One
. effect of this unregulated freedom to promote jndustrial
enterprise had been the concentration of industry in certain
areas; further, there was a tendency for entrepreneurs to 80

in for achemes wvhich promised Quick returns leading to

lopsided development, a 8cramble forp some jndustries with
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inadequate attention to other industries which were equally
nereggsary in2 the national interest. To overcome this
difficulty tt & government felt it necessary to fix targets,
to allocate them on a regional basis and to see that these
targets were achieved. As government had no authority then
to do all this, it was proposed :o take power to l. :ence the
starting of new factories, the expansion of existing
factories, for, without this power, planned industrial
development would be quite impossible. At the same time in
order to avoid unnecessary delays it was proposed to set e
monetary limit to the plants or projects requiring licencoeo
80 that very slmall pianta, moderate extension of existing
plants or replacements which do not add to output would not
be 8ubject ¢to licensing. It was realized that the
administiration of the licensing cystem must be such as to
assutre Iadiasn 8tates that théir legitimate desire for
industs - % ﬂ‘“ | was not ;\ves:‘lcok‘e}d. It was
accordingly propoéed that a Boaf& should be conatituted at a
high levellto advise the Central Government ;n the matter of
granting licencee~for_spécif1é& industriesg. 14

Reacting to thenideéfnment of India’'s Stac.ement on
Industrial Policy, the Madras government felt that India was
moving towards a Central government exercising wunified

control over matters of wide and vital concern to Provinces

which was an anomaly considering the federal s8structure o“

114. Ibid
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the exiating Constitution.?*s Emphasising that industry
could not be built piccemeal - "what is done now in, say
five years, will make it difficult to follow a different
courgse later” - the Madras government made it clear that the
function of the centre in relation to autonomous provinces
was more properly coordination tlian direction in recpect of
subjects which had been accepted as falling within
provincial competence. The Madras government therefore
pref erred the formation of an all-India Board of Industry in
which the Central and Provincial governments wer e
represented at a high level, and the decisions reached by
the Board were felt by the provinces to be decisions in the
framing of which they had their share. The mechanism of
such a Board of Industries would fit both into the present
Constitution and a future federal Constitution. The
government of Madras hoped that:- this organization commended
itself to the government of India. 1f however, the Central
Government did not agree then the Madras government 1laid
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 policy

of the government of Madras (as satated in the 1latter’s

115. ‘Letter from the Development Department, Madras to the
Secretary to the Government of India, Department of 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 1944) and the
views expredssed by the government of India.??+

However, while the government of Madras welcomed the
re-iteration that central control would give industrially
backward provinces a preference over others through the
machinery of licenaing, no serious attempt was being made to
determine in what form and how the broad objectives oi
regionalization couid beat be achieved in practice. The
views of the Madras government on the iasue of
regionalization are worth quoting in some detail.?"”

"WUhile this government are fully aware that the
shutting out of outgside c¢apital is inexpedient and harmful
to industrial development, they feel that the:re can be no
objection to preference being given to 1local capital
whenever it is forthcoming. To achieve this object this
government consider that suitable safeguards «=hiould be
provided forr in the legislation contemplated by the
Government of India and ahple powers given to the provincial
government to enforce these safeguards.

In regard to the promotion of new industries in this
Province this government consider that they would be fully
justified, while -i_sauing licences to cowpany promoters in
stipulating that thﬁey shiould in the allocation of shares,
give preference to subscribers of capital in the province.

Such stipulation will not be unfair to the companies for it
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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 outside the province. It is not 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 conditions may be stipulated:-

(a) The managing agency should not, except with the
conaent.of the provincial government be given to persons who
are not natives of or domici{led in this province;

(b) the majority of the Ditectors should be persons
domiciled in this province;

(c) preference 8should be given other things being
equal to persons whose domicile is in this province in
making appointmentsa, and

(d) they should take and train appr;nticea sponsored
by governméﬁ%. .

If the points specified above are made the conditions
of a licence, their enforcement will not be diificult. Any
contravention of the conditions will. fender the 1licence
liable to cancellation. Since the indﬁgtfial concern cannot
function without a licence a risk of its cancellation will
operate powerfully to secure compliance wiih its conditions.
Moreover, each of the industrial concerns will ¢ dependent
on the provincial government for varicus facilities and
concesgsions, and a risk of withdrawal of these concesions

will also operate to secure compliance with the conditions

of the licence. To enforce the conditions stipulated above,

&=
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it ils essential that the power of issuing licences should be
given to the  province concerned. Unless the licensing
powers are vested in the Provinces, it will be difficult to
impose on licenééé terms which are beat adapted to the
peculiar conditio‘n.-; prevailing 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 governments.”'%8

We do not have the reactions of the public to the
Governmer:it’s Statement on Industrial Policy but an extract
from the journal, Eastern Economist (which the provincial
government had deemed important enough to be filed) could be
taken as some sort of répreaentative opinion of the private
sector.'1°? w”Cdmmenting on the objectives of industrial
development as éu.spelt out by the Government'’'s press
communique, the journal 8aid: "The country has heard all
this before and 1if it is not impressed by these new
declarations 'and. affirmations, it is because this
government when ‘it had ”the chance of a generation had
miserably and wanton;y failed to avail itself of it. If a
gigantic and totalitarian war requiring every ounce of
resource for the purpoa;. defence and attack has failed to

carry India forwards, whét_ is < the hope that anything

tangible will be achieved 80 1long &as the s8same regime

118. ibid

119. Extract from the Eagtern Economist, Volume IV, No.17,
dated 27th April 1945. Recorded in Development G.0.No.2785,
17th July 1945.
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continuee to be in the saddle?”'2¢ On controlas, the article
argued that controls were essential 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 th; principle of controi to say
that the public have no confidence in the present machinery
of control which has been 8ingularly incompetent and
restrictive of development. The objectives of control have
been set down in too vague and_genaral terms; one would like
to know the methodq which would be adopted to secure
balanced investment in induetry, agriculture and the social
services. Apparently they have an been worked out."121

In 1949 the governmeht wvas still- talking of the
procedure to 'be adopted for government agsigstance to
intending industrialists. There had been no response to the
communique igssued by the provincial government in August
1944. Subsequently the Provincial Post UWar Reconstruction
Committee on Industries was abolished and & new. Industries
Commlttge with sub-committees to deal with specific groups
of industries was constituted as a subsidiary body formed
out of the post war reéonst;uction general committee. The

sub-committees and the general committee itself had examined

the possibilities of etarting various industries in the
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provihce_“"i But as always, action and operationalization

'0f the recommendationa eluded the political system.

féz. See 'Note' - Development department recorded in
Development G.0.No.5631, 24th November 1949.
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SECTION IV

In this gection we attempt to put together some data

culled from the census and other reports to get an idea of
the percentage of population supported by the industrial
sector on the understanding that the industrial policies
pursued by any government and apecially one aimed at
piromoting the industrialisation of the economy s8hould get
reflected to some extent in such statiatica. Our attempt is
alao to highlight the fact that ever since the beginning of
the century the non-availability of rigorous and authéntic
data on the state of the economy .hampered planning, which
fact was recognised, recorded and solutions were laid down
but never operationalized.

In 1902 a note on the material conditicn of the Madras
Presidency based on the 1901 census,*®® :1~-ted that with
regard to the occupations of the pQOpie no full and useful
comparison could be wmad: between the resuits of the last two
censuses partly on account of changes 1in grouping and
classifying the occupations - a refrain that was repeated
after every decennial census and which made any sort of
intelligible comparison between censuses almost impoaaible.
The 1901 classification under occupations showed 71 per cent
of the people dependent for their subsgsistence on
agriculture, 17 per cent on industries including petty
trading, 3.3 per cent engaged in government service or the

learned professions, 2.9 per .cent in personal service, 2.2

123. Revenue G.O.Nos.711-12, 11th August 1902.
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per cent in commerce or trade and the remainder unskilled
non-agricultural labourers or of indefinlte occupations.

Not only was the proportion of industrials exceedingly
amall but the bulk of the industries were petty; nearly half
of the so-called industrials were wholly concerned in the
petty trades and businesses supplying the amall wantas of the
villages, s8such as *he toddy-drawers, rice pounders, leaf
plate 8titche?s and others engaged 1in s8mall occupsations
connected with the supply of food and drlink. In these
industries 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
no scope for advance beyond ancestral methods. In factories
the output was much larger than 10 years agp and the quality
showed some improvement, but all f.'actories and mills were
not on the s8same 1level of enterprise of technical and
business knowledge <iii oI organization. It may be noted
that in 1901 there were in Madras, inclusive of enterprises
worked by Europeans, only 335 Joint Stock companies of all
sorts including 242 banks ~- mostly nidhis or co-~-cperative
thrift and loan associations - 39 trading companies, 32
mills and presses, 4 miniing associations, § sugar factories
and 3 other enterprises. The lncreaae in the number of
joint astock companies between 1891 and 1901 had been chiefly
among nidhis - from 215 with a paid-up capital of Rsa.172

lakhs to 335 with a paid up capital of Rs.253 lakhs.*%4

124. Ibid
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It was this s8smallness of the indus*rial base that
prompted Chatterton to record in & note drawn up for the
Committee set up to consider <the subject of industrial

education that it was useless to provide for technical and

industrial education unless, at the 8ame time efforts were
made in 8ome way or‘the other to improve the status of
exlsting industries and provide for the introduction of new

ones, ‘%3 Another aspect revealed by the census data was

that. hardly 11 per cent of the population lived in towns.
Consequently it was ppinted out that it would be almost
impracticable to get to the industrial classes of the
population by mere establishment of 1iIndustrial schools
without taking this aspect into consideration. Under these
circumstances, Chﬁtterton pglnted, out the necessity of
taking up, one by one, the Iimportant industcies of the
Preaidency and making a detailed survey of them in order to
diascover whethe~ it 54 ponsaslble to effa:t isprovements, and
if 8o, to point out the lines on which they could be made
and to assist private enterpriae with expert advice.1%#
Contributing a note on "industrial occupationa” for the
Madras Presidency for the 1911 Censua, Chatterton observed
that the Presidency wvasg almost wvholly devoted to

agriculture, and, with the exception of a few cotton and

jute mills, two or three sugar factories, and a cement

-

125. Letter from Chatterton to the Director of Public
Ingtruction, dated 13th Novemner 1903.

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

126. See noteeg connected with G.O.Nos.313, 314, Educational,

dated 12th May 1905.
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worke, it possessed no primary industries organized on
‘modern lines, unless such preliminary industrial processes
éz cotton-ginning, rice~hulling and oii-milling were
lnéluded. There was no import of raw materials from abroad,

except for what may be called secondary industries, and much

of this, as well as what was retained in the country of the
local produéélwaé worked up by methods which had as yet been
but slightly"' .‘i."nfflue,nced by the industrial revolution which
_.;;hd& occqrned Iin . more advanced countries. Chatterton
afttisuted the prevajling unsatisfactory state of affairs to
two "Ureaaolna-'. (a) .the <complete dissociation of the
rﬁiﬁfellectual classes in the Eountry from its industries, and
.SQ}Yfﬁe absence of mineral wealth.'3?

The éensué returns, supplemented by the vast amounts of
statistical information which was collected by the various
departmenfs of  Government which dealt with agriculture,
industries AQd cogmebce while throwing e goou deal of light
ugﬁn the economic conditions of the people also revealed in
unmistable terms the poverty of the country measured by a
Bubdﬁ;;q standard. The returna emphasized the fact that the
Presldency was essentially an agricultural country, with .
only 5 .per cent of jits population ﬂactually engaged 1in
industrial work. There had been no large industrial

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 India, 1911 Volume XII, Madras. Part II -

Industrial Occupations (Alfred Chatterton), Superintendent
of Census Operations, Madras, 1912.
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insignificant development in the ﬁee éf machinery, which had
thrown out of emplovment much industrial 1labour of a 1low
type. For instance, hand~spinning was practically extinct,
rice pounding wae beginning to diaéppear, and inxr a number of
other occupations s8small factories employing machi'ery was
displacing hand labour.'2e

During the +en years under review it could be fairly
said that the people of Madras had come alive to the
necessalty for the creation of some measure of industrial
life. The conditions in Madras were probably less
favourable than in any other part of India for the creation
of an industrial system on modern 1lines. Not only were
natural resources limited to agricultural products, but
there was no concentration either of industry or population
in local centres which woul?® create favourable conditions
for the disposal of local manufactures. For nearly every
clasas of gocds the qariiet vas widely diffused, and extremely
vulnerable to importas owing to the extenasive sea coasts with
numerous parts of entry. Much of the progress between 1901
and 1911 Chatterton claimed, wa®s due to the Government'’s
efforte-to give suitable assistance to private enterprise.
The Government accepted the pollcy"that industries must
exist before technical education could be of any use, and
that the Education Department could only provide for
existing wants and could not create new openings. The work

done under government supervision had resulted in the

128. Ibid
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succesgful establishment of the aluminium industry, of the
chrome leather industry, of irrigation by pumping, of the
rural industrial factory, and in the subastitution of the
fly-shuttle loom for the indigenous hand-loom over 1large
areas . 189

An examination of . the provincial °‘census returns for
1921 revealed that, while the population as a whole had only
increased by 2.2 per cent, th'e increase in the population
supported by pasture and agriculture was 4 per cent from
29,586,737 to 30.181,678. At the same time it was
difficult, as Cotton :noted;”‘to suggest any adequate
explanation, if the figures were relliable, for the extent of
the féll uﬁder the general head "Industrie¢s” from 5,591,058
to 4,812,771, equivalent to nearly 14 per cent, though the
higﬁ price of foodgrains in parts of the country when the
census was taken and general trade depresaion could have led
to a temporary abandonment o¢f many cottage industries 1in

favour of agriculture or emigration.'3°

On the 31at March 1921 there were 511 factories subject

to control under the Indian Factories Act though 14 were out

of commission throughout the year. Of these 323 were
perennial and 179 seasonal. 155 of the seasonal factories
were connected with the cotton industry. The average daily

attendance of the operatives was 101,655, 7177 being

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

Superintendent of Cenaus 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
egstabliahments employing 20 or more perasons, it was poasible
to institute comparisons between the figures for 1911 and
1921. The.total number of such establishments rose from 867
to 1384, the increase being most marked in the case of
textile and connected industries from 109 .to 302 and food
industries from 149 to 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
establishmentas, which supported the contention that the
majority of new establishments were on the small side. The
number of s&killed workman rose from 41141 ic 43412 only,
while the additions in the number of women and children

employed were not proportionate to the general increase.'3’

The censuas figure for 1931 did not recerd any dramatic
changes when compared with those of 1921. Again
definitional problem® do not allow for any accuracy in
comparison. But, taking, eearners and working dependents to
be equivalent to the ‘actual workera' of 1921, the number of
. employed went up by nearly 6. millions. Much or most of
this, however, wa®s accounted for by the 8awollen figures. of
domestic s8service - probably over . S millions. ‘Making
allowance for this, the 1931 total became little above that

of 1921, and workers would thus appear to ‘have increased

131. Ibid
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much leas than the 10 per cent by which the total population

grew. Agriculture continued to dominate ihe cccipation list

accounting for about 70 per cent of those employed. In

i the
"industry’ the numbers employed increased by 3 per cent,

chief contributor being textiles which had 70,000 more

By the close of 1930, the number of factoriea had
increased three fold (from 511 in 1921) to 1661 and these
were made up of 1223 permanent and 438 seasonal factories.
The number actually in commisslion was 1527 the remaining 134
having been closed for various reasons. 166 of the perennial
and 319 of the s8easonal, that is about 30 per cent of the
total number were connected with the cotton industry while
industries of food, drink and tobacco accounted for 769
factories. The average number of operatives employed daily
(that jis, jn the 1527 factories) increased within the ten
Yyear period to over 142,000, that isg, by about 40 per
cent.?22 However ag already pointed out earlier, 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 - Madraas, Part 1 -
Report. Chapter VIII - Occupation, Superintendent of Census
Operationa, Madras. (Firat edition 1932) (Reprinted 1987,
Usha Publlcations, New Delhi)

133. Appendix I - Industries, Contributed by L.B.Green in

Cenaus of India, 1931, Volume XIV - Madras Part I - Report,
op.cit
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could, by no stretch of imagination, be regarded as
satisfactory. 134

An observation that was repeatedly made right from the
early decades of the century was the need to capture more
authentically the economic gtatus of the province.
Chatterton recorded this abgence of accurate and complete
information in his review of occupations in the IMadras
Presidency for the 1911 census.

"The unrest and discontent with the existing
regime, which has marked the opening years of the twentieth
century in India is largely due to economic causes and to
ignorance of real facta. On the one side too much attention
ls probably concentrated on the rapid expansion of the
foreign trade of the country, whilst oﬁ..the .other, too
narrow a view is taken of the land revenus administration
and the effects of periodic revision of the land
settlements. A wide and more detailed knowledge of the
economic condition of the country on the part of the
educated publlc ils called for, and it seems possible that it
would be advantageous to introduce 1legislation to enable
this result to be obtained with greater.accuracy than is at

present possgible.”135

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 Economic Resources of the

Madras Presidency ” op.cit
135. Census of India, 1911. Volume XII, Madras, Part II -

Industrial Occupations, op.cit




Act empowered the Board of Trade in England to call for
returns from every factory or workshop 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 business
executed works of construction, alteration or repair, from
every person who by way of trade or business gave out work
to be done elsewhere than onl his own premises, and {rom
every person carrying on any other trade or business which
may be prescribed. It provided that the returns so received
would be treated as confidential, and that the data derived
from them would be published in 8uch a wav as not to
disclose information which would be detriiiencei to the
lnAIViduals or companies furnishing” the same. Finally it
au?borlzed the imposition of penalties for infraction of the
ciaﬁ;;s enumerated. It was generally felt that Ithe
enforcement of s8such an Act in India would be impracticable
whenl the scale of ® production was extremely amall.
Nevertheless the opinion waa expressed that it would be
uséful to take power to carry out at convenient intervals a
cengus of s8such items of production, chiefly in the way of
tools and plant, which would furnish reliable data on which
to base generalizations regarding economic questions.*3¢
Botﬁ the Economic Enquiry committee of 1925 and the
Royal Commission on Agriculture in India emphasized

gufficiently forcibly the need for the consti*tution of a

separate statistical organization to deal wi:ith quegtions of

136. Ibid
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economic interest. The Madras Economic Depression Enquiry
Committee remarked that the absence of a central depository
for atatistics in the Presidency had been keenly felt in the
course of preparing material fthfhé'!Committee; and they
recommended that there shoula be a persanent Economic
Committee with a bureau of atatlstics in chérge of a
reapopﬁlbletofficer. The Madras government decided that
there &hould be one officer for the collection of all
atatistica and that the statlstical offlcer would work under
the Board of Revenue, the statistics hitherto compiled in
the departments of Agriculture and Industries being
tranaferred to the officer. The concentration of atatisticas
in one bureau, lf adopted by .all proy}nces, would, it was
suggested, facilitate the interchange of statistical
information.127

Apart from the question of how b%st to organize the
compilation of statigtics, the absence of certain
astatistics, partlculgrly those relating to the inland trade
of India, was ﬁeenly felt. Formerly statistics of inland
trade - rall and river borne -~ were coafapii=d. but thesge
unfortunately were digcontinued in 1922. In almost all the
ma jor inveatigations iIinstituted by the Madras department of
Industries thereafter, apecially those in connection with

the several enquiries canducted by the Indian Tariff Board,

the need for such gatatistics had become manifest. In the

137. See Noféedn "Coordination and Development of statistics
bearing on Industries” in the Notes for Industrial
Conference, recorded in Development G.0.No.101¢6, 28th August
1933.
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casge of the handloom weaving induetry it was possible upto

1922 to ascertain approximately the quantity of yarn
congsumed by the handloom weavers in the Madras Preaidency,

but aince the discontinuance of the inland trade statistics,

thls was no longer posassible except by drbitrary deductions

from the figures of conaumption of yarn in India as a whole.
The Madras Department of Industries therefore requeated the
government of India to regume the regliastration and
publication of the inland trade satatlstice with a view
primarily to ascertain the movements of commercial and
industrial products and raw matérlals for induastrliea_ 128

A new publication lssued from the beginning of 1932-33
by the department of Commercial Intelligence and Statistica
was entitled "monthly atatistics of the production of
certaln aselected industriea of 'Indlé”” and Included jute
manufactures, paper, Iiron, and stee)l manufactures sulphuric
acid, sulphate of ammonia, petrol, keéosen; 0il, cement,
asugar, matchea and wheat flour.  The majority of the
concerns engaged 1iIn the above " Industries had agreed to
supply the information on a'puref& ?V61untary baasis. The
Madr aa government expressed the oplnloh that 1legialation
could be used to increase the coveréﬁé to include all the
industries coming under the operatloﬁémbf the Factoriea Act
and alao enforce the supply of the néceeaary figures from

the mille and factories. *?®

138. Ibid
139. Ibid




In 1938 1in a note again emphaasising the need for
undertaking of industrial survey of the country both in
reapect of raw materials and mangchturedp goods, Green
wrote: "In regard to manufactured’gongzsa‘gtgge haa been
reached in the industrial developmgnt of India when the need
ford{t ;cgasuéiof Iindustrlél ﬂsrod;ct}on in: the .qgﬁfergnt
prﬁVi#é%E-.ﬁﬁﬁ ~preferably the af#fgg also has ‘Bepome

manifeat.” In their report on a acheme for an economic
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census of India, the statistical experts, Dr.A.L.Bowley and

Mr.D.H.Robertason had satated that they had discussed the

proposal for a cenasus of production with Chambers of

Commerce and with individuals 1in Calcutta, Bombay and.

elsewhere, and tﬁat the general consensus ofjoplngon was in
favour of a cenéle that was generg}‘apq:cgmpulsoryﬂand;so
long as ldentiflcation:of lﬁdlvlduai firma was rendered
impoasasible in the ;epor; on i{t. Itigaa fglt that the cost
of census for the whole of India could not be considered as

prohibitive conasidering the great gaiqr in satatistical

P

knowledge that would resultlfrom such an gpdertaklngﬁ’

Green alsou laid down 1in his nofewthgt thg census of
production should be imposed as in Q;eaf Efitaln, py an Act
of the Centrai Léélelatﬁre whl?h‘mAAe cqpmunlcatlog of the
facts demandedleompulsoryf .The a;fugl coﬁéucthpf tbe census
would be entrusted to the Dlreeto;AHQenéqgl of Commercial

Intelligence and Statistics. The questionnaice could be

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

— Development G.0.No.292, 3rd Febgtuary 1939

141. Ibid




prepared by Lthe Divector Generxral in consultation with
Directors of Industiries and lrade represoentacvives and could
in peneral De on the model of that in use in Greal Dritain
with necvessary modificationg to guit gonditjons in this
countey.19®

There was no doubl much ©to be said 1in  favour of
strengthenine the econowmic and gialbistical orsanlaviion of
Fpovernment as on i1ts  expert advice must., or Choold., dewend
the framing and shapian of policies. RBut Ly thls., a8 1in
wany other sgpheces, the Governmenlt of India bhad vel to pive

effect to the many concretn yecommendatJons made.

142. InLid

-
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SECTTON V

To recaprtulate the buwrden of our argudent Ho far:

(a) the policy of "d Tgeriinaiting intervention™??® ihat the
colonial goveranment pursued ja India,. left, especially,
the Indian hand industries in a doadon? vondilion
withoult slimulating other forws of e caje acltivity to
weet ithe ovislaupht of Wealern competloon nased Of1

superior technology and raw matevials;

-

(b)Y Lthe meagre but gerrious allewpl made by 1he Madras
povernmenl (largely due Lo Lhe enthusg)asi ie puldance
and drive of Alfred Chatterton) wag aborted prematurely
by Lord Morley's degpatch dlgallowing active state
particvipation inn indugtrial activity;

= A *

(¢ the widespi cad condems.ation of Lovd Morley's action aund
Lhe palhering storm of the Swadeahi movement forced Lhe
poverintent Lo aci: the Jatter regponded by getlting up

the J1I1C;

(d) the provincialization of indusinrial devalopweni coupled
with inads=dquale {financial powers and lago: fivient drive
s the pavit v! o Taicials who were cousienlt to bope thatl

privalte enterpricge would coiae fosrware Lo comweesciallize
143. JFollowing Sabayasaclhii Bhiatitacharya |"Lajlsscz-Falre in
India” in The Indian HEceonwaic and_ Social Distery Review,
Volume TI, No.l, January 131965] we uvde thijg tei'm to dengle
the faclt that tlhe Rind ef intervenlions made Ly Lhe colonial
goveirtneent in the Indian  econony did sefrve some inierests
bul not necusstarily the interests of the lndians.
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succegsful experimenta that the department had

113 some fields did ot lead to any regurgence
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Inquiries, il was expressaly staled, that, forr industs ial
enterprise in the Madras Presicency to be Kindled, the state
would not only have to depart from its policy of non-
intervention But Intervene in a big way. The failure of
entreprencurship in  the Scouth of India (as comparced to ite
counterpart . in the Weat and hast of India) has been widely
documented by offjcialg of the Madras govermaeat. While this
could be {isue to a large e'x'terr{: (relalively speaking), it
hag Lo be Jocvaied in the Lremendous conlhlrol vxercysded by
Engliah private capiial over sources of finaonce, vxport
rade and wost of wholesale trade; thisg coupled with their
capacity to influence the ultimate authorities in Britain,
regiricted the jimpact of any seeningly "radical’ policy that
the provincial colonfial governwmenlt may have adopted Lo
appeage nalionaligt: sentiments, Y17 Ti“';.t: PONL "wal® yedi's Saw
the acceptance of Lthe policy of stute intervention and Lhe
enunciation of policies on geve al fronts but this somewhal
faveurable ¢limate created foir indusircrial growth did  wot
gqualitatively change Lhe en'f.‘refnf-mmurs'.al goeenatrro 1 the
State. }Jf the state failed to ;_u*r.;du::H anoiher Chat Lesrlow,

#

the indigenovus private seciovr Aid not noticesbly agserl

Jteself witl Lhre sesullt that there was o0 slrucioral

transformation eijtherr of Lhe cronoumy ot abloost i Lhe

indusgtisrial secior. hhe private sector then (as of now) in
B e e e , . : . .

145 . o a4 siwilar observalion see Ranajit Das Gupta

"Industrial Change in Colonial Bengal” in Adhlisr Chaksroavarthi
(d): Aspects  of Socioe-lc orienpd ¢ Clhanges  and Polliical
Avakeyting  in  Bengal, State Avclhilves of Weut Amml‘{éngul ’
Government of Weat Bengal, Caleut ta, 1989 .
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the province always mwaintained a Jow profile compaved to it
counterparlt in other parte of the country and the phenowenon

femaling an ungolved puzzle even now.

(2) The question of regivnaligm in general ond vegional
economic growth in particular whiah f{:u}ur- ed Liwe and agaiin,
in the disgcuseion of specially those policics where the
Central governmenl had a large say, waeu apver  dadequelbely
addressad. The recognitionn of the Jack of wafficient
ef1t EI“]JI:‘.iHE. i the south of India Watl O mtu'lifﬂtl'-i.ﬂ.i..jtn'} of
thig regional perspeclive which made the provincial
government justify its departure ;romw the accepled policy of
Jaisgsez-falve. Uhen subseguently, industry wae umade a
provincial subject, state participation was cipcumscribed by
debairring government frowm going beyond ceirtain proneering
activliiies 1:.‘.!.1'1(.1 wore ijportant by lnadeguate financial
resgources., The devolution of {inance beitween Lhe cenitre and
the provinces was another ifssue that acvguived an dmportant
regional perspeclive. Subzsequently in 1%45, when the
governument of India announced a Statement of ITndustrial
Policy giving indusirialisation Lhe seublance of o natiounal
ef fort, the operationalization of Lhe policy o Lite role of
Lhe provinces did wol i I.E.uf'ﬂ ag | pasrtt of i stalouent
Hence the guesiion of how the growth of industyry would be
regulaied ro achieve air  the gaie time a “"diversif{ied and

widely gpi-ead indusstrial . glructur e integrated with




agraculture” 74 yus  povaer real ly yorkéé out which exercige
would necedsar-liy hev e 1.':+i'-uu]£,h L out very shoarpily the cidunal
igsyes involved.

(3) 7The recognition of L e need {or PUHECT R ey v and
coordinated Yoo e i by jlgel]  not  a Fevolutiopasry
principl e. But the gquestions that the goveraenl failed to
addressg then was the end t owards whilch planning would have

to be directed, the means towards this end and the adeguacy

uf *the wachinery of adwinislsation for discharging thede

functions. (1t cammol  DLe sajd thal these apro veing/have
been deall with wsatiafactos]) ¥ 10w ) . The ¢olonial

HOvVerfiment obviously was not interested i undasaelal
rueotganization of h_{-! vConomic systewm, snvolv) 1 Qg es  J i
the lawg of inbersilance and piroperlty and was conienlt  to
guggest thai Lhe fivat du t.j.r of !Jl anning organizdtion would
he teo:

(a) colloct o)l the relevant 3nf0fuat;on afi) mradisticy, Lo
affange and publiash  them in suitable oy, Lo prepare
indices of the uain curtents ol econmuic  1ife  .ua- Lo
interpret and .o dinate ob anges i them  wo as e give a
correct picture of {je ceneral rend of economic activity of
the country and

(b} conduct pegearel intv  obMure problews of  aeconomic

cadgalion and to Carry ovul special enquinries that juay

| LI R R PP o . : .

1ida0. Post-Wat Dov el opuern i - Government G Ifudia® s Htatement

;m Industrial py); cy”, in Developmwent . UC.NG.£78%, 17t Jul Y
G4 .




-

(¢) coordinate the government's ecobomc aviivalty into «
unified whole and to establish continuily of policy.v1?

The above observatsiome 1relaling to the low KkKey
enitreprenedtial  activity in the province, the fealr of
regional digcrimination that alwaye pergisted and the balf-
bearied and inadedquate level of planning thal c¢haraclerized
subsequent attenplts made by ithe govermnsent of India when
forced by iLhe nationalist movement, are in somwe senge, the
Legacies inherdied from the colonjal regime. To & larme
extent Lhese have bDeen cairried oveyr  into the  posib-
Iindependent perjod, the conltradicliong inbherent {5 iliess
bevowing even saharper, albelt In & qualicatively differont

political structure.

147. See Appendix T711 of the "Nole for the Prow.noa..]
Council’ recorded jin Developmeni G.0.No.zZdl:s, ={ .. Ociober
1937 .






