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I

The Political Conteigrgzrzgdusgrial Develogment :

British South 1India in the late 19th and 20th centuries
consisted of five major and distin¢t politcical entities - Madres
Presidency, and the¢ princely States of Hyderabad, Mysore,
~ Travancore and Cochin. Conventionally, only Madras Presidency
would be treated as part of "British" India; however 1in this
paper, considerable emphasis will bg laid on the fact of the
relationship betwe€en .the¢ decision making autonomy in each of
these political ‘entities, an! thé fact that this autonomy was
very largely determined by the paramount power - Great- Britain
through the Government <f India which was responsible to the

1
Secretary of Statc¢ for India.

The British Government in Indlia was not, of course, based
solely on the authority of the Sécretary of State, or even of
Parliament as a whole in Britain. The overall politfcal
structure depended precisely on the network of collaborating
princes and the landed sections a%lied to them in the princcly

states; and to the mcre substantial sections of thc

Wi Gt A GEDh GED GER GER GEDR A WAA Ny

This paper forms a part of a;bcok on the: - Economic and Social
History of Colcnial India, ¢.1833 - c.1947. Earlier wversions
were presented at wcrkshops in Calcutta in June 1988 and in New
Delhi in March 1989. I am grateful to Drs. Bhabatosh Datta,
Ashok Mitra, George Rosen, Padmini Swaminathan and Paul Appasamy
for their comments.




agriculturists, lovgaely Jdependent on rent  incomes; in the
presidencieﬁ;@pgwpggwjpggs directly under the Government of India
(Dutt, 1947, 197¢: Gopﬁl, 1965, 1954, bp 7--15)0..2

Although this was the gencral éattern throughout British
India, in each of the princely political entities of which South
Iﬂdia wasvégéﬁéised;.the rélationship between the leading groups
iﬁ’ith@~%local'pqwep structure and the Government  of India was
'aisfﬁnct,%.Thi?g:elétionship and the'degree of internal decision
making autdﬁémy it impliéd, was determined largely by the history
‘of tﬁé'relationsﬁiﬁ of the princely state to'the Government of
India. In those cadcs where loyalty had been demonstrably shown,

. 3
the autonomy could be expeccted to be correspondingly greater.

There was ‘a further factor as far as economic pcalicies,
indﬁstrial ~development poiicies in particuiar, were concerned.
'Thisf lay 1in the spced of:deveIOpmeht‘and in the growth of
consciousncss and articulaténess of a busin~2:ss community,
initially perhaps content with a purely t#ading role but
increasingly assecrtive of 1its right to enter the field of

| 4
industry proper (Lecnard, 1981).

The evoluticn of the political representation of this
business community arose cut of two relatively distinct
processes, largely -initiated by the * Government c¢f India in
response to the contiﬁuing imperatives of 1India‘'s colonial
sitﬁatidnd The first was. the encouragement given to the

cultivation of cash crcps for export and also the increaéed share




of food crops which wofe market;d or even exported. The
compulsion here was the foreign excLange which would help meet
Britain'’s growing deficit with countkies outside the empire. The
immediate relevance »f these policiks was the growth of trading
capital and its concentration ovér time in the hands cf
rclatively few big agriculturists or traders proper. The second,
andc in many ways the politically mdre significant development,
was the growth of a body of educateq public men - ecducated in thc
structure of higher education intﬁoduced c¢riginally so as to
prcvide the personnel for the incraeasingly large administrativc
system. It was these individuals Qho demanded mecasures of the
Government of India, and of the various subordinate Governments,
that ecffective steps shculd be ta#en either to prohote state
owned enterprises or to enc;urageéthe growth of private 1large
scéle enterppisesﬂ Of course, itgwas true that most of these
individuals were not interested in a Narrow sense in
indﬁstrialisation per se¢; and in f%ct many of their demands for
democratic reforms would not have héd the whole hearted approval
of the business community. Howeveﬁ there 18 abundant evidence
fcr the fact that leaders of natioéalist opinion in the British
Provinces, and of the democratic moyement in the princely States,
helped to create the conditions whiéh improved the prospects f.v

5
the growth of industry. | .

It 1is Aalso impcrtant to note that the comparative analysis
of the political regimes in South India helps t¢ show that

advanced policies of industrial de¢velopment were current at a




very early stage, and that the lack of purposeful strztoegy in
other parts of the country cannot be ascribed to the Zack of
knowledge, or tc the lack of conditions for the disscmination of
this knowledge in any objective sense. Mysore is, of cuurse, the
pfime example cf advanced policjes, and these will-be tiscussed
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in detail later.

However, there in one further point thaﬁ- needs io be
addressed before the substantive discussion can begin: This is on
the question of whether the administrative organs of the State -
the Government - are necessarily“(ie.Itﬁeoretically) involved in
any successful phase cof eéonomic. development in general,
industrial develeopment in particular° The importance <f this
poiﬁt lies in the fact that it is often argued that only in those
economies or societies which are peculiar in their determination
to industrialise - Japan and German§ - or wherec the business
community 1s particularly hesitent to invest its resources in
industry, does the Government need to play an activce role. In
other countries such as Great Bfitain or the United States in the
19tﬁ century, 1t 1is argued, industrial deveiopment tocck place
mcre or less spontaneously. In ﬁhird-world countries, termcd
"late. developers" such as Irdia, if the busihgss community did
not invest in industry at the rate at which capital was being

' _
centralised in the spheres of trade and moneylending, this was
duel to the relatively greater advantages of investment 1in this
tertiary sectcr; and even if the éoverhmént did not play as

active a role as Indian naticnalists demanded, the c¢fficacy of

State intervention 1s, after 2ll, a debatable i1issue. There 18 no
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theoretical relationship, in this yiew, between intervention by
I

the Government ‘and successful indusfrialisation (Dewey, 1979).

Althcough, in the Indian case, this view was challenged somc
time ago (Bagchi, 1972), it still tends to reappear in historical
writing (Morris, 1983). It is clpar that the methodologic: .t

issues raised cannof Dbe resolvea without further detailer

empirical investigation (Gupta, 1987). In a~ sense this papur
is, in its entirety, concerned wikth this issue, Still it is
perhaps necessary to state categoerically that & theoreticel

presuppositicn 1in its yresentatibn is the due relationship
between the interests cf the-econqmicallv dominant groups 1in =
society and the policies followed by the Government. While in
historically distinct periocds and ﬁé respeonsc to different socicl
structures the poliicies, say for industrialisaztion may vary,
these are to be seen to be linked tc the aqominant classes in the
social structure. In =any case,; it might be added, recant
rescarch into the econcmic historyfof a number of countries from
the business history point of vigw has shown that there was -
close connection between GQvernmenﬁ policies and the requirement:z
of industrial develcpment 1in séecific historical situations

(Nekagawa, 1880).

In this paper, industrialisation has been viewed as thc
process by which the business commynity accumulates, as reflectcd
mainly by its control cver a greater range of enterprises, though

also by technological change withinm enterprises. Central to this
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process in a cclorial 2conomy such as India's, is a consideration
of the dJdeveloptents within cottage or household in-‘ustries.
While histcricelly, han production on a2 small scale has usually
been superseded by large scale machine production, there are also
exceptions, due tc the specifics cf the raw material used or the

!
nature of the finished article.

In colonial South India, there were four major industries of
the houschold kind that need to be considered. These were the
cotton handloocm weaving industry ( mainly in Madras  and
Hyderabad), the sericulture' industry (in Mysore) and the cashew
and ' coir industries in Travancore and Cochin. While the cotton
handloom and sericulture industries represent "traditional"
industries in that hand weaving and silk spinning have been
undertaken in India fcor a very long time, the othe¢r two are of
re;ent origin and are Cue¢ to the initiative of colonial firms.
Coir wecaving originated in 0 1859, while significant cashew

production started as late as 1925.

One result of the greatest importance that recent research
has identified is that developments in these industrics in terms
of the ways in which prcduction was organised depended not only
on the naturc¢ of the market and the technology in use. Decisions
on whether pr~rduction was tco be crganised 1in the homes of
producers, or 1in centralised wcrkshops, and on the dJdifferent
modes cf payment~in these arrangements had also to take account
of the demands raised by a militant trade union movement. This

was particularly the case in Tgavancore, and in both the cashew




and the coir incdustry, there are icxamples of a phased retreat

from more crganised forms of producticon in worksheps tc that «of
hocusehol:? based producticn (Issac, 1983 and Kannan, 1981).  On

the other hand, in *he¢ hondlorm jndustry there was a " certain
growth ~f producticn in centraliséd organisations, even thounr
aggregate employment in'the industﬁy fecll (Roy, 1987). In othey
words, the processes f industrial:develo;ment are not conly maec
more complex: by the nresence of the houschnld industries, but

within such industrics the »nrocessés were cften quite distinct.

IT

Ear{z Reforms in the Admigistrative Structures

———
Y
1

The econcomic and® sccial changes which were mentioned above -

k
I

the growth cf agricultur~l commodity prcduction, cntralisation
of mcne§ capital in the hands mf;tng large agriculturists and
traders, and the grcewth cf 2 ;self—consciously naticnalist
intelligentsia had 1le¢d te nelitical change in Scuth Indit;
exemplified by a change in ﬁhe relntionship between 2ho
acministration of tho prianccely Stﬁtes 2and the Government <f Indi-

! .
in some casas, and the deveIOpmqnt of partly clected Jdistrict
boards and municipalities in Madﬁas Presidency. There was 2ls-

structural changes in the pelitical units themselves s a  result

cf these ccencmic develomments.

In Hyderabad, there was a2 concentration ¢f revenue earning

powcers  in the hands of the Wizam®s administration Jduring the




later vyears <f th> Frime Ministership of Salar Jang I (1853 -
1883) . With Britisgh oncouragement, trade machanisms were
improvec by the reductiin of the powers of the jagirdars to  levy
transit duties, 2nd this also increased the revenucs accruing to
the administraticn from customs receipts. Together with the
increase in land revenuce {(this was said to have risen by 163 per
cent, presumably at current prices, between 1853 and 1882), the
Hyderabad budget was in surplus for the first time in many years
(Subba Rao, 1988). Through skillful use. of diffcrences 1in
approach between the Government cof India and financiers in
England to Hyderabad's affairs, Salar Jang's administraticn was
able to develop the railway network in the State, 1linking the
cotton producing districts of Marathwada and the coal 2reas of
Telengana to the capital. Improvement of the irrigation
facilities, 1increase of ﬁroundnut production in Telengana, and
intrcduction cf improved varieties oflcotton were symptcecmatic of
increasing commodity production and exchange (Bawa, 1965 Ray,

1988; Sethia, 1988).

While the phasc of\recrganisation nf the administration on
more modern lines an? thce creation of infrastructure, 1including
power generaticn and the tapping of coal resources, in Hyderabad
lasted from abcut 1875 to 1919, a scmewhat similar transformation
took place in Myscre bctweén 1881 and 1912. The pericd began
with the introcluctionm of "indirect rule" 'in Mysore after meore or
less direct rule imposed consequent to the collapse cf the Tipu
Sultan dynasty in 1799. Indirect rule implied that a Maharaja

was reinstalled under the terms of & treaty by which most




substantive pocwers remained with th@ Government cf India (Hettne,
1978). Further control was exerciséd by importing as Diwan (or
chief administrator), officials frod Madras Presidency who would
clearly have nc¢ locel basec,. It wz8 inevitable that during thas
mericd  eccnomic change in Mysore Qés tc a considerable degrew.:
dictated more by British commercial) interests than by those¢ f
the rising business community in the State. Econgmic char -
essentially involved the growth of cotton growing and mulber:.
cultivaticp, which were adced to thé coffee plantaticns as mnmaj s
sectcrs of commcdity production. A majof area was also ol
mining in Kolar which, in turn, led to> the development ~f
hydroelectric pcwer at Sivasamudram, It is significant that tho
guld mineé were operated by a Londdn-Based man23ing agency  and
were enormously profitable (Mysor@,§l955: Srecnivasan, 1970). An
early attempt tc utilise the ircen cie Cepcsits in Mysore, of far
greater long term economic impmrtaﬁ?e, hﬁﬁ tn bhe abandoned as the
Indian wﬁo offered to establish t%e iron works happened to he
from Madras Presidency.' Narrowly &onceived nationalist opini~n
in Mysore objected tc the “generous? terms which werc offered by
the administration in the collaborétion (Hettne, 1978, pp.247 -

248; Ranjana Printers, 1968, pp,22-§3).

In TraVencore, the situationgseems to have been somcwhat
different to Hycderabad or Myscre. {he process of State fcrmation
here, in particular the specifics?of the process cf pcolitical
éentralisation led to a  situaticon where by the end »f the

nineteenth century, almest 80 per cent «f the cultivated land was

O UIEETEE T
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in the. hands ¢f tae administration (Issac and Tharakan 1986).
Preconditions fc- p»r luctivity growth thercfore existed, with the

encouragement to  cultivation of waste lancds by all grcups 1in
possession c¢f an investable surplus, the generalised ¢rowth cof
peasant proprietcrship and the provision of legal protection for
some secticns o¢f the tenant peasantry (Lieten, 1975). By the
beginning c¢f the 20th century, abcut 75 per cent cf cultivators
owned their land; and in the 1930s as little as 15 per cent of
the net agricultural income of Travancore was paid in the form of
rent and taxes, while in the Malz2bar region of Madras .Prosidency
as much as 60 per cent flowed@ out cof the agricultural economy in

these formé (Issac and Tharakan, 1986).

From 1858 cnwards, the Travencore administration's monopcly
over 165 items «f foreign trade was abaclished, under the pressure
of the Government ¢f India. Steps were alsc taken t> bring the
commercial laws c¢f the State into agreement with the practices of
British India, specifically Madras‘ Presidency. Trading
infrastructure was developed, linking the hills in the micdlands
ané the High Ranges éo the water'héads formed in the backwaters,
and the canal system. However the State moncpoly whichlhad beeéen
introduced in the mi2 18th century had removed the chances of
further growth c¢f the iandigenous trading qroups. By the time the
Imonopoly was ramved, most of the substantial traders had
withdrawn from overscas trade in favour of agriculture or
internal trade. The c¢normcus growth of Travencorefs‘ external

trade took place, therefore, under the auspices of European

coastal trading firms. The pcint to be noted is that unlike
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other parts c¢f South India, Travencpre had 2 substantial base «f

prosperous sections of the pe&ﬁsi&mtry° On the othex han.,
Europcan firms almost mocnopolised ?lantaticn sector exports  an?
imports as alsa the shipping, forwérding and insurance business
connected with these. Imports of textiles, wwtal products anc
mincral o©ils were in the control cf the foreign firms, c¢cr with
Indian traders from the textile ceptres f Western India (Issac
and Therakan, 1986). Thus it wcle appear  that dJdespite tho
overwhelming- presence of producticﬁ fcr sale in the Travancore
economy, indigenous industrialisté would emerge 1f at  all, nct
from the trading secticns as in othef parﬁs of Scuth India
discussed so far, but from the prospernous sections of the
peasantry. Another factor of impoqtance 18 that unlike the cascs
discussecd earlier, in Travancore foreign capital wAas
extracrdinarily rowerful (Issac and Tharakan, 1986; Mahadevsn,
1988). In additicn, the institutﬂonai forms that this  capital
was embodied 1in, the forms of enﬁerprise, their mutual inter-
connecticns and their spheres of ciperaticn crecated; as will bpo
seen, very strong barriers to entry <¢ven intc ficlds in which
fhey may not 1individually have ﬁeen concernced, .The dircct
influence of foreign ccmmercial inﬂerests on the pclicies of theo
Travencore administration were coérQSpondingly greater than in

Mysore or even Hyderabad.

O Hikl i | o
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ITI

Incdustrial Prometinsn in Madras before World War T

-

In Madras Presi‘ency, taking due accocunt ~f ite rvoloetively

L0

bigger gecgrerhical and <cological spread, the procoscos o f
‘

ccmmodity preducticn ~nd growth f exchange relaticns wore  Iin

similar ways Jdriven fcrwar< by the exte¢nsicn ~f cash ciro.s euch

as tobacco and cottcn (Washbrock, 1976: Baker, 1984). What makes

the Presidency stand cut as unique in the pre Werld War I days 1S

the early develoyment ¢f an industrial prlicy centred around a

Government Departmeni specificelly for industries.

It is interesting that » Department wes establishe? first in
Madreas, which was generally industrially backward in c¢ompariscon
tec the cothey British Presidencies of Bengal and Bombay
(Swaminathan, 1¢&€C). It is neceésary t- emphasise th«¢ fact that
full credit skoull be given te Alfred Chatterton, the first
"Director f  Inlustrial and Technical Inquiries” f r thc
pi neering-wwrk nc initiatced in the techn.lcgical upgradation < f
several small-scale industries. Hcowever, it is equally imp rtant
tc n-~te that his off-rts were based cn the\udéersténﬁing ~f the
p«<ssible effccts (f tiwe aspiraticns of a nascent urben middle
class secti.n, alienated froem direct invelvement in agriculture
but with no res.urces 'r inclination t¢ enter the business worlds
these secti:ns, if provided with liberal =2cducaticn would increase
the rressure n centry tc the urban professicns and provide

leadershi> tc¢ ncotionalist sentiment (Basu, 1982: Chrtterton,




13

1912}). Enccouragement A industrial developments withio
technilegically simple in'ustiries Was then an »pprornriate way to

divert the cnergies - f this stratvm (Chattert~n, 1912).

-
[}
1

The impetus to technidal educdati-n id in fact predate tho

concern with "technical inquiries“, and it 1is clcar that it rae

&

the realisatin that tho‘tcchnicaily traine woul? heave litl’o
chancces ¢f empleoyment, unloess }nJU$trial Covelopment took plaeoc,
that previded the roti nale £or nfficial surrort to individvoas
like Chattertcn (Swominathan,; 1982). The guestisn that remcins

te e answered, of crurse, is that of the reterded Jdevelopment f

industry in Madrag as c-mpered to Bengyal ¢r Bombay, which led &

i
& situation where therce was at least 2 perception in Madras thot

L] ¥

crrortunities for employment wouldinct be preovided by the ' growth

<f industry taking place on the basis of nrivate calculationg
mlcne. The late development ~f infustry in Madras is a questi. o

that ir2e not been Jircetly a'frogse’ to dote. Specifically, +he

(v

- 3 ]

reascns way the spinning capacity batering te hendloesm needs  Jid
not grow until os late as the L183Ce, in 2 woy ¢ supr-knt impores

~f yarn = whether uader British -r Indian cuspices - hag not been
“ $

researched, although the constreint on power evailasbility Jue

the absence of suitabla coal der sits is well recognised,

Whetever may have btecn the impetuve for allcowing Chattert-n’.
cffcorts to get under wey, the results of his work were imuoriant

for twe reasons. Firstly, the incustries he ch-sc¢ for his m=a-:

wh
=
M
v
”
3
®
~

experiments - handlo~m weaving, c¢hrome tanning ¢

2luminium utcnsil monuracture were technelogically simi .

—rm—— -
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industries, and in the¢ case of the first twe, zeprosente?

crganisaticnal innovations in aclitiin te techne iogicend
upgradation, They ware aprropriatc therefere, e e

transformaticn ©of the leather manufocturers in the Prosioonayy
whe were little more than merchants, an<d the mercazan: - mi: ' lowon
in the handlocm industry, into industrialists clbeic =t oy
levels of technical develcrisent (Chetterton, 1912). fhese were,
then, attempts t< Jdevelop capitalist entreprencurs from “Helow®,

a problem that will be Jiscusse?! in <letail lateoer. Baually

industri¢s that Chatterton chese were ~nes

W

significantly, th
where 1Indian capital predrminates, at 1least in the Madras
Presidency. Although large scale exports of semi-finished
leather may have becn in the hands ¢f British firms, the actual
procurement ~f leather and the basic processing undortaken on it

were with Indians, wih> werc alsc expnrters in a2 small way.

Thus «ha genevralised anilicatieon of chrome leathor  tanning
cul? have added to the valuc--added rotz2ined by Indien intcerests,
in additicon tc¢ frceoing thon, somewhat, frcecm the necoessity cof
sceking tios with thosce agente hroad whoe had thae facilities for
finishing the leathaer: these weze cften in formal cr informal
partnershin. with the large British exportors. Similarly, tho
develcpment  <f  hoadloom manufactrries would heve provide? feor
industrially - based capital accumulation, and a secure kase for

the transition to powerlocm weaving and integrated textile-mill

cicth producticon by handlo:m capitalists, predeminantly Indian.




Inspite «f Chatterton’s protestations that he was aiding the
interests ~f 2ll caritalists by ihe institution cf the Saleéen
‘We~ving manufoctory, and the chfome tanning and the aluminiuw
utensil Jdepartment of the Governmenpt Schocl of Arte, 2nd hal o
intenticn -f crmpeting with them, fhesc attempts met with seri~us
opprsition from Dritish Commercial intercste, These escalnte’
with time tc an 2xtent whore the;Department 2f " Incdustrics wiox
closce dewn on thoe orders »f the Secretary of State for Iniirs

9
(Swaminathor, 19388). Significantly, the 1initial oxpressicn 7
opr-~eiticon  to  the alumipium venture came frem the Secretory  f

the Punijeb Trades Asscciation, while the intercsts 2f the Britiol
Chroﬁel Tanacrs in Kanpur were upheld in the Madras Chamber of
Commerce's cbjesti-ns to the chrome tenning  Cxperiment. Thaon o
appeared tc be a high degrec mffiﬂtercst songst  the  Incisr
tanners in chreme tanning, while aluminium work develeped in boih

the c¢ity <£ Madras ~nd in smeller urbkan caentres. There is little

reascn to <doubt, therceiore, that ipdustrial devileormont in Madreas

was hindered by tha «ffoctive onpogit’ n - £ British intercests in
_ \
varicus partes 2f Indi~, In fact, 1in the c¢mse ~f hondlo

weaving, the 2ffcecte” intwrests weroe the Missionary meonufactuvrors

. . -

in Malabar on thie Viest ccast (Rachaviah, 196C,...49): the officis:

history of Binnys however admits that thosce Managing Rgente 2 -

the Jlarge Buckincham and Carnatic Mills were alse opresed to Lh.

Selom factcory (DeSzuza, 1962, p.. 162 - 163),

By the end ¢f th: first subperi~d, dZatini from the Jlcear
quarter ~f the 19th contury te the beginning ~f the First Werlw

War, industrial develorm nt tork nlace largely ag o regponse to
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the growth »f commedity preduction in the agracian sccteor,
Cultivation £ grouncnut, cotten and the increcsing éf:;:rtifn wf
paddy proecduced for sale led te the installaticn of dezrrticatcrs,
Jins anc  presses, N riceo mills., Unfortunataly chaese
developments cannct boe trace’ in detail, becauso uvits 1211 the
Factories Act excluded enterprises that worked for legs th-n frur
months in the year. Even those thet 4id opevate for tnic [oerind,
but cmployed less thh=n 50 w:rkers wrere excluded from the Let, and
therefore from the domnain oof official statistics. However, it 1s
significant that in & representative encyclopedia'of Scuth India
of the. time, & vervy large propcrtion ¢f the citizens-~-af-note
apriear to bc cwners of rice milis and groundnut Aecccrticating

units (Playne, 191%).

In the abscnce ¢f e¢lectric power in moset urban areas at  the
time, let =alcne in rural arces, -many of these eogro=-nrocessing
units were run with p.wer supnlied by cil engines. The machinery
used? weag elcmentary, but the fact remains that tho ﬂamﬂnﬁ fcr
s}mple capital g¢-dds of this kind would have grown onormously.,
There 1is n¢ infcrmaticn &g yet systematicelly collacted ¢ show
the scurce cf the machinery uséd in these conter
imreediate ‘'question ~f concern is, however, why therc was no
noticeable growth 1in  the number of wmechanical cnginaciring
wcerkshorss  capable  of producing this kind cof simple <cgui maent.
The large number of railway workéhbps in the country woul have
created o roelotively big stock f nergonncel trained n metel
yorking anci, <qgiven the importance cf 2 base such as this for

future development £ the mochanical enginecring industry, this
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is a questicn that requires d@taiied empirical investigstion.
However, the fact remains that n- séch machinery produc¢ing scet 7z
emergecc., lIt should be noted that‘$uring the period, manufactuvr.:
of simple lathes had been recorded in the Punjab (Latifi, 1912;.
To the extent to which the equipment 1produciﬁg SeL T
occasicned by the demand for machinéry dic¢ not grow, to the covv
extent the internal market fcr skiilgd and unskilled manbowc:,
and for the metallurgy-basced raw materials alsc did not develop.

This early impulse towards industirialisaticn set off by tho

growth ~f commercial crop# had, therefore, little offecct.

IV

Industries in South Indié upto World War I

The majoé industry to gr during this pexicd was, of
course, the cotten textile ind@stry (Bhogendrzanath, 1957;
Mahacdevan, 1973 and 1984 Bakeg,'51984)} ~ Particularly in the
Madras Presidency, British Managidg hgencies actively aided by
the Government estzablished a'numbeﬁ of épinning mills.and a few
integrated wunits, weaving cloth in addition to spinning. The
firat spinning mill came up, n fact, as carly =2s 1870 at
Rajahmundry under a European Manaﬁing Agency but seems to have
been liguidated in a sheort time. Aélittle later ancther spinning
mill was established in Madras ;city by Bombay capitalists
producing yarn for export to China{ With the modernisation of
the mills in Bombay this mil) became uncompetitive and it seems

to have ch#nged hands, having kecn tbkeh cver by the promoters cf
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the third mill t-~ ke established in 1875, thoe Medios Unitoed
Spinning &nd Weaving CompAany. This was the first wmill 1 the

Presidency to survive for a substantial pericd, bteing ligui’coted
in 1939. The¢ prometer was alsc a Bombay copitalist wits intercsts
in the cotten trade,  ginning and pressing factoxios, and tertilo
mills in Bombay Presidency. In 1876, Binnys establish . s the
Buckingham Mills &an@ fcllowed this with the Carn~tic Kill in
1884. 1In the yéars upts 1832, a number of maljor Britisa Manajang
Agencies, A. and F, Hafvey and Stanes get up mrinly Spinning
mills. Harveys started with the water peowered mill, » proposal
for which h>@ been suggeste? as errly as 1869 by the Govarnote of
the Presidency, at Papanasam falls in Tinnevelly Zistrict in
1885: ancthor ot Tuticerin in 1889, substantially cnlarged 1in
1398, and- = thir? at Medureci in 1892, Stancis, with 1large
intcrests in coffa:, set up the Coimbatore Sgpinning and Weaving
Mill in 1890, &nd to~k control of an~ther one in 1910, Thus,

within a short wevicd £ time, British capital domainated the

Madres 7Textilo industry. It was avicdently far easicr for these

R
o)

British &jencies to raise capital from Eurcpeans in  Madras orv
even in Englana, ot the large sizc ~f these cntcrpriscs dwarfad
Indian ventures. While Harvays 2nd  Binnys controlled 70000
spin&les by the 1890s, Stznes hadé 50000 by 1910. In aditi~n, in
the export of yern to China the British c¢ommereial links
consicdeareblvy helps? thesce firms, About 20 per cent of the yarn
wais  exported, while the rest was supplied to hondloow:  weavers.
Fuel costs were alsc 2 proclem for the smaller Indian Milis.

Whilc in Coimbatecre, firowo. 7 was usced, in Madres h-th Binnys and

the Madras United Mill brought ccal from ncrth India in the face
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of high freight charges.,

buring this pericd, the réwécottcn availzable * in Madras
Presidency was such as t¢ e¢nable the spinning of' varns only of
low count. The coarse cloth precduiced from this could nct find a
market segment between hendlocm cloth and the finer quality
imperts. Thus, apart from thc¢ Binnys mills, most of the others

confined themselves to yarn producticon.

During this poriosd, another ﬁenture by Bombay based capital
was the Malabar Spinning and Weaving Mill at Calicut, rcgistered
in 1883~84. Prominent Nattukottag Chettiar bankers had investced
in the eontcerprise, and becamec Mdnaging Agents in 1902 on the
withdrawal of the Bombay interesté. In 1911, theyiestablished
the Kaleeswarar Mill in Coimbatch. Nattukottai Chettiars had
also taken over the Koilpatti Millg which had startad in 1892 and
become bankrupt ini1908° Renam.2 %s the Sri Chidambara Vinayagar
Mills, this reatarted in 1910. Interestingly cnough, the initial
venture, floated by traders froh the Muslim Rowther community had
been supjported by Hycdecrabadi busindss intcerests. Bcth this  and
the c¢arlier Calicut example shcw a willingness of Indian capitail
toc move acrcss political beundoriés inspite of an absence of a

stock exchange, or other forms cf nrganised capital market. .

Publishcd historical materiai does not seem as yet to zhave
procecde” beycend detailing thu initiation ~f ventures in  the
textile industry by Incian capital ' in the pre World War I period.
Ventures are said te. have failed beceuse of the lack of capital.

It 1is not clear whether this was 4 lack ~f lonqg term capital for
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financing fixel) investment, or of werking

N

ar
gignificant that EBurcpean cxport-import theouscs oasincte? Lhe
cothon trade, sc supplies of cotteon were Jifficult for Iatizns to
procure on a re¢liable bagis, given that this would argreasc
competition in spinning. These uncertaintice may orootlie the
reason wily thg Coimbetorce Mills, ecotablished in 1902 Hy  In’ian

capital, pagsed intce tre bkoands of the Stanes grou withia tw

years.

There were alsc early veneuvres in sugar, pepyaer  and jute
(MahaZevan, 1684) . The Petami Suger Refining Company At
Tachonallocr was ¢stablishoed in 1895, by the Rowther merchants

L]

whe had sct up the Koilpatti Mills, Just pbefore the war, it was
transferreﬁkrﬁ its meiog finanpier wh~ raised the¢ paid up capital
~f Rs.3 lakhs ehtirely from his own resources. In tha 1naddy
producing Anchra region, large agcicultural interests saet up the
Krishna Jutc and Cottcn Mills »nd the Guntur Ccttoeon ~And Jute
Mills, berth dealing <nly with jute, in 1904. Indicn cepital from
‘.
Madras Presidency was alsc asscciated with tbhe Lakshmi Pajer
Mills »~t Punulur in Travencore, in 1909, Therc werds some mthef
ventures cf ncote, such as the takecver of the Arbuchnot @jency in
Madras by Indian c¢zpital and Binny's takecver of the Bangalore
6
Wonllen, Cotten and Silk Milis, Threc textile mills werc alsc
7
reported in =2xistence in Hydcrabad.,
Hancdloom weaving <f ccotton fabrice was, of course, tac major

hcusehold industry <f the entire late colcnial pericd, Although

it existed all over the couatry, it had a specific imp-rtence in
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the economy of Madras Presideriy (&nd in Hyderabacd), end it is
with refercnce té these two areod that the dizgrussilicn cekes

place.

In the central clstricts cf the Madras Presidency in the
1880s, two kinds of cloth for men formed the prédominent item of
producticn (Madrés, 1909)0 The fifst was a plain bordered white

I
cloth, possitly with end banﬂslmf ¢otton, while the second was a
higher quality clo£h with embrciﬁeﬁed silk borders and end bands
of silk «r silver lacc. While the}@impler clothlhad alrecady becn

largely superseded by English long!cloth which was said to cost

half as much, the better quaiity cloth was  extensively

manufactured in Macdurai and Salém districts. HEowever, the

introduction ¢f machine made cloth with brrders was beginning teo

prose a challenge tc this latter verjety. Machine spun cotton. was

used almost universally in thesc¢ didtricts except for the ccarsest

verieties of cloth. Production f handloom fabricec for women had
|

been less affeccted by competition ayf this time,

'

In the cctton prcducing distriéts of the Telugu pafts of tihc
Presidency, production-to?individuaq order was largely prectiscdd,
Cotton .contihued to be 'spun by hand by pessant women, and wovaen
by men, and was usually eoxchanged éor grain, This cloth sccnic?
to have survived the competiticn oﬁ Eﬁropean machine-made clc*h
because of its distinctive nature. It was more expensive o
produce, but was warmer and more duﬁable 2nd was worn by bath men

and women amcngst the pessantry. Hawever thce bulk of the weavers

here, toc, worked on imported yarn, though for the precuction of.

muslin both importcd yarn and a spacialised hand yarn was used.
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For this last item consumers were willing to pay upto Rs.1l5 when

handloom muslin was available for half the pricc.

There was & substintizl trede in coloured clcth - dhcties
and. handkerchicefs 1in particular - betwecen these districté and
Hyderabad Statc, concentratel in the hands of merchants. However
weavers producing items for this trade continued to work on their

own account when there were nc ordeors.

In the other Telugu districts of the Rayalsecma area -
Cuddapah, Kurnool, Bellary and Anantapur, hand spinning was a
less regular operation thcugh still uncderteken when nccessary for
the producticn of coarse cloth for the geasantry. Coloured cloth

for women was made of imported coloured yarn in these districts.,

Some informatien is availcble for Malabar con the West Coast
and for Coimbatore in the South. In beth, coarse white cloth
worn by the peasantry was woven, while seme concentraticn c¢f
producticn was already apparent in Coimbatore t«wn where 500

families. were producing supericr kinds of white clceth.

Despite the prcecsencce cf the handweaving induqtry in almost
all the districts, the conditicn »f the weavers was stecdily
deteriorating in the leter part ¢f£ the ninetecnth century. The
margins they gained were lcw and in cne instance in the districts
of coastal Anchra, almecst 25 per cent of the households haéd
drcpped  out of weaving in the preceding fcur tc five years
leading upteo 1880. The beginnings of wage wcrk were discernible

with unmarried men ‘“waging fcr hire" within their family or




trade. This Cecline in the Coh}itﬁﬁns in the handiocom industr%,
althcugh substantially exacerbatediby the crimin»l mismanagement
of the famine conditicne in the lat% 18708, was largely a rcsult
of the increasing compe?ition of fo%eign textile imports. In the
absence of a statce policy Aduring the entire colonial period,
integrating technclogicel improveﬁehts in the industry, with bcth
tariff prctecticn and inéucemen_s to large capital investments,
the handlcem industry's fortunes déveloped in response to ralicy

measures taken for quite other purprses, as described below.

The pre-requisite for the 8ur§ival of the industry lay in
the possibility c¢f large scale trede, if nct manufacture, of
handlecem products. This, in turn;, meant that merchant capital
should identify a sustained demand for handloom clcth and also be
in a position to change the di}ectibn of trade in cloth from o¢ne
where impcrted cloth movgd tcom major ports to the chief
consumpticn centres, tc cne wierh indigencus clc:h moved freom
prominent centres of prcoductinn . to ?hese_sales centres. In other
words, competitirn between handlo-m cloth and foreign cloth
depended not only on the relative chst cf procduction of each, but
also on the ability of traéers tb infiuenc«& the pattéfns cf

wholesale trade,

It is by now well accepted tha? from 1896, whzn 1impcsition
of impecrt duties on forcign cloth ;era matched by excisc duties
‘on Indian mill made cloth, the cutiock for the handloom industry
changed and improved suetantiall&, at least upte the 1920s
(India, 1942, .S). What is 1@3% well recognisad 1s that this

process was accompanied by the in¢reasing subordination of the
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weavers to individueal wholcsale merchants or, at th
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requiremnents of wholesale trade (Roy, 1987).

This process accelgrated during the First World War, when

shoftage of yarn and high prices drove many <f the remaining
; _ u

in@épendent weavers intc the fold of mahajan and mestor - wenver
run establishments. Ironically, it was nprecisaly this
development which enabled® the handloem industry to boeo me

influential encugh to gain, to a certain extent, the¢ suprort of
the Madras Government when its later period cf distress began in

‘the middle 1920s.

However, the cutstanding fcature of the pericad from 1880 to
the first world war was the development of the incipient rivalry
between British and Indizn capital in the textile industry in
Madras (as orrcseéd to the normal éompetition betwcen owners of
individual firms), This was t» reaéh its culmi: »ticn with the
greater assertivencece ~f Irndian intermediaries end their
transfcrmetior int> industrial capitzlists in the late 1920s and
early 1930s (R.K.Ray, 1988). Although there were cther forms cf
conflict, tn be described later, in South India, this was to be
the r{aramcount one uptc independence. Its centre lay in  Madras
and it is this, apart from its size, pcpulation @znd general
economic importance that c¢ntitles the Presidency to  Jdetailed

-

treatment in this paper.

-
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The Myscre exaaic

Industrial Develcpment during Woyld War i

The period@ from the immediﬂte prewar years to the Lt v X
19208 had contradictory effectﬁ on the pattern onc 2
industrial development., Whileﬂi impcrts werce reduced, tTh
included not only coﬁsumer gocdsibut also, and more sgeverd i,
capital goocds and essential raw materials. Althcugh muniti-ns-
led demand rosce and foreign cbnsdmer items were scarce, Souath

H
Indian industry was not able to expand in a way as to increase
its capacity oﬁ a:permanent basisﬁ in fact it was not always ablc
tec meet the war led demand. ﬂocal supplies of raw cotton
increased significantly, but war time controls ensurcd that much

of it went to the mills such as Binnys, which had a large weaving

department; and met the army's :quircments.

Although the Indian Munit#ons Board was set up as =2
Department of the Sovernment c¢f Iridia in 1917, its jurisdicticn
was not extended to the princely states until Mav 1918 (Incian

; .
Munitions Board, 1919). Contrcllers of Munitions werce appceinted
in Travencore, Hycerabad, Mysore Ana significantly, in Pucdukotta2i
but 1little 1impulse was given byéthe war to the development of
industry in these statcs. What Qas remarkable, however, was the
apparent change in official attﬂtudes towards the role of the
state adpinistration in ieveﬁoping industry. The moat
specte.cular change come in Mysoré, but there were significant
advances .n Hyderabad, and in Madnas, a refurbished Departmént of

Industries was storted in 1914.




In Myscre, partly as a result of the growing e ortion  of
business interests in the State, and also duc te tir: increaning
influences of the ngtional movement, the State administiation had
modified its position in favour of greater inv.ivement of
Mysoreans in industrial development, and economic growta in
general (Hettne, 1978). This was signified by the a2ltcr-ticn in
the terms of the Treaty governing Mysore's relaticnehis with the
Government of India; negotiated by Visvesvaraya as Dewan in 1913,
This, 1in concrete terms, gjave noticably less grounds for the
Resident represcentative of the Government of India to opposc
plans for economic development. With this authority, the¢ Mysore
administraticn initiated a series o«of projects which were
remarkakle in their scale: the Krishnaraje Sagar or Cauvery
Reservoir Project to bi¢ used for irrigation and power gencration,
and the Myscre Iron Works at Bhadravati. These irrigation and
power works stan< out for their sizc, and fcr the fact that
electricity was tc bhe genceratel not only for 2an identified
consumer (os in the case ¢of the earlier Sivesamudram Power
Project which was linked to tha Kclar Golcé Mines) hut was also to
be made available 2s an incducement fcor further industrial
venturcs. The 1iron works were remarkable in that a specific
technology utilising charccal was to be used, ensuring that the
-absence 1in South 1India cof ccking coal did not prove to ke an
insuperable barrier tc the utilisation of iron c¢re. It is
significant that although Visvesweraya resigned from the

Dewanship in 1918, =and there was some slidehack until 1826, the

intensive industrialisation thrust continued throughout the
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19308, - though with greater scecpe fdr the direct participation of

private capital in the later period/|

Simultaneously with thesc amtiﬁious ventures, Chatterton who
had moved to Mysore as the first DiXector of Incdustricecs, led the
team which established the Sandal Wood 0il) Factory and! the Mysorce
Soap) Factory. While Myscre had t%aditionally exported sandal
wood, largely to Germany wherce the 9il was extracted, thé war had
disrupted this market. Experiments in wood distillation were
ﬁndertaken at the Indian Institutc ¢f Science in Bangalore and as
the results were satisfactory, it was decided to s¢t up a pilet
rrlant. This was éonstructed entirely by baékyard meéhods, 'é
large steam bciler was cbtained from an abandoned gold mine, the
Madras based 1Indian Aluminium Ccampany made the copper stills,
while the Bangalore Water Supply Division supplied a numher c¢f
wood-breaking machines. Apart from the period of the immediate
postwar depression and the great dépression of the 1930s, the
factory progressed well and auppiieﬂ sandal wocd for soaps,
perfumes and medicinal purposes. $imilar drive was shown in theo
case of soap. The foreman of tho;PWD werkshon was sent to ths
Macdras Government run Ke&rala Soen institute at Calicut tc leavw
about: scap manufacture, and c¢n his return the workshoj:
manufactured the soap plant. It also made paddy separatcrz,

centrifugal pumps, sugar cane mills and agricultural components

of various kinds.

In Hydereabad, the actions unde#taken during this pericd wer:e

less ambitious (Subba Rao, 1988) . The Inspectorate of Factories
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and Boilers was estahlished in 1910, and a Companiwsz Act Tasscl
in the same year. More significantly, an industricl lal,oratory
started work in 1917, anc in 1919 a Department cf Comincree  and
Industries was set up, probhably as a result of the delayed
transmissicon of war time demands by the Indian Munitions Board,

as mentiocned earlier.

In Travencore, tci, the role ¢ the State administiation was

very limited until the 1930s, although a Department <f Xncdustries

was estalblished 1in 1919, fcllowed by the Travencorce ZEconcmic
Development Board (Issac and Tharakan, 1986) . Laboratory
experiments, scholarships and geclogical surveys apneared to be

its major activities.

Thus by the beginning of the 1920s, South Tndia's economy

scale growth o©f agricultural

®

had been affected by the larg
commodity production. This had led to the grcwth of
agroprocessing industry including cotton'gins and {rcesses, rice
mills and groundnut dééorticatiné units. However the capital
which had been accumulated was also lheing invested in  larger
scale undertakings, in cottcn textiles in particular. If Indian
capital was "shy" this would not have characteriscd tha kehaviour
of the 1large capitalists whe Qeﬁerally floated the comroany
(India, 1918). Capital contributions were slow tc arrive from
small investdrq‘ who, 1in the aggregate, Dboth today and in the
past, contribute a substantial amount of the centralised capital,
The absence of a stock exchange or underwriting facilitices made
the risks to small investars unacceptably great. In the absence

of large scale involvement ¢f such & class of investors on the
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other hand, there was little  pelitical ceompulsion on  the
government' to refaorm the institptions hy which thcse capital
contributions were rais«ed, These c¢ompulsions would usually
become overwhelming when the ccllapse of 2n enterprise led to thne
loss of savings Dy the numerigally 1large class of small

investors.

IV

Industry in the Inter-wak Period (i) - Madras

With the growth of substantifl accumulations'of capital by
the 1920s, with the growth cf cfficial agencies ccncentrating on
incdustrial Jevelopment activities, and with the proven
willingness o¢f 1Indian industrialfists to expand their arcas of
operations, thc period followingéthe World War cculd rcasonably
be expected to show =2 marked’incrbase in industrial investment.
This did not happen, however, wuntil the intrcduction of tariff
protection for the majror industrieg, textiles and sugar, and the
development of hydrofelectric pow?r which macde the establishment

8
cf & newer generaticn cf chemical-based industries fecasible.

In Madras, gocverned Ly the. 1919 constitution, a partly
elected 1legislative council was; frrimed with Ministers wh,
although appointed by the Governcr, were formally responsible to
the 1legislature. One of tho e2rliest State Aid to Industries
Acts was passed in Madras and dyring the first years cof the

Ministries, it aprcared as if industrial development would
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finally be supported by thco administrafion in an ~¢tive way.
However it soon Lecame clear that thiugh the formz of  Jirect
colonial- contrcl might have been locsened, the f:isctl rolicy
pdrsued by the Gevernment ©f India, and the implicati-..& cf this
for the prcvincieal Governménts, precluded any signific-nt thrust
(Tyabji, 1988). However, one important, differencc wn3 that the
greater: cegree of rpubklic accountabilityq made mere  Jdotailled
information ccllection necassary. It is thereforce —uasgsihle to
follow developments 1in  the area on a  scmewhat wider canvas,

9
though the information remeins largely descrintive.

Cotton Textiles: There woere 43 cotton textile units 1in  the

Presidency whose cperations covered the whele ¢f, or part of, the

period from 1920-37.,lO Twenty of the enterprises were Lased in.

Coimbatore which emerged 2s the major centre for Inclian capital

not only in Madras Presidency, but in the whole cf Socuth India.
&

Except' for the West ccast and the Telugu speaking arcas, British

Managing  Aqgencies were , jrominent in the industry 1in the

Presidency.

As many as sixteen of the_Coimbatore units were started
between 1931-32 and 1935-36, this being the burst in depression
induced investment in the~industry.(Bakef; 1984, 1[:.353). This
capital now embodied not only the surpluses from sanking
operations by the Chettiars, Dbut also the agricultural sur;:luses
held by prosperious agrarian sccticns in ancd arcund the cctten

from thao Rayadu

]

growing areas of Ccimbatore - jprincipally

community (cf.Ray,1988). This ‘was tc have significant implications

future of the industry, for:the semi~feudal consciousrfcss of many
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'
of these industrialists, carric? over freom their agrerian milieu
was to noticeably affest their conduct of indlustrial relations

(Murphy, 1981).

During the period only three ventures out of thosce that had
reached an operational stage 55failedo Thesc Werc all
unincorgporated concerns whicu %ceased working during the
depressions of 1924-26 an? 1929-3!2° Eight other proprictory
concerns survived the feriod}i whilg three cthers were
éuccessfully converted into jcint étock companies, The industry
had evidently LYy this time succeéded in generating confidence
amongst the investing sections, afthough many firms continued to

remain clcsely held@ by their promoters.

By far the two most significant features of the capital
structure cf the firms were the 31ﬁust total abse¢nce ¢of increases
in paid-up capital ocver the perioﬂﬁ on the one hand; and the wave
of amalga =tions ancngst the Briﬂish controlled mills on the
other. This latter trend began wiﬂh the merger of the Buckingham
and the Cernatic Mills in 1920, ?the major amelgamaticn of  the
Pandyan Mills at Madurai, and the [Tinnevelly and Coral mills in
" Trichinopally, withrthe Madura milps in the perioc 1924-29; c¢nd
that of the Coimbatore Mall Mills abd the Coimbatore Spinning And
Weaving Company in 1930, Althougb‘the longy term rationale fcr
these amalgamatibns i= nct j;t cﬁéar, for they considerably
predate the growth of Indian cepital in the industry, and

competition is usually the spur to pergers, there is little doult

that the increased size of these firms would have given their
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controllers  considerably greater pre-emptive fir-sncial  and

political stancding.

The textile industry in Madras concentratcd n s inning.
Although by the 1930s the base for weaving was strengthencd, the
most striking feature <f the changes in the industry 1is the
steady rise of the number of spindles. Apart from 3 of the mills
which concentrate@d on weaving throughcut the period, th2re was a
generalised increase in the number of spindles in all the 40
other mills. The increas¢ in the spindles when ccmparcl to  the
largely“stgtié nature c¢f the paid-up capital implics that
increasing recourse was made to kcrrowed funds, c¢r to reserves,

in order tc¢ finance the fixed capital.

With the exception of the post war depressicn year of 1923-
24, and the twco yecer pericd from 1933-34 to 1934--35, there was a
steady increase in yarn procucticn. A Jecrease in the proporticn
of the lowest counts, 1-10s; was matched by a rise in the higher
ccunts, c¢specially 31-40s. These changes wculd imply changes in

the kinds of cottcn usce®, and also in spinning technolcegy.

f

18 <f the 43 mills undc¢rtook weaving for some nart of the
A

-

pericd. Thesg were in Madraes city, Malabar, coastal Andhfa, and
Coimhatcre. However, the size ¢f the Binnys mills in Madras made
this the major mill-~weaving centre, for either of the twc mills
alone had looms which compared in.number to 211 the other textile
centres combined. Unlike in the case of spindles, the number of
looms did not incrcasce appreciably, with one exception, beyond

the figure reached in 1926-27. The increase in the proluction of

liJ.
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cloth @as also les:: s8rectaculer than that of yarn, it having
rcughly deoulkled cver the rerind, E‘Increaso in weaving capacity
was reletively grcecater in the 19205 than in thc¢ 1930s, unlike the
situation in spinning. . The rclative advintages of investment in
spindles and locms may have chpnged as a result of tariff

protection policy starting with thb 1927 Tariff Board Rorort,

In the absence cof a census bf prcduction, the figures of
average daily employment are th% cnly source of Jdata on tho
intensity of operation of the millk, or of the outnut. It is not
possible, of course, with this mehsure to separate the effect on
emizloyment -of an increase in capa&ity utilisation from that duc
to an actual increzse in the machihe stcck. However, for present
purposes, the actual reasons fo} greater cmployment arc less
relevant than the fact of variaticp in employment levels. It is,
of course, assumed here that theéproéess of automaticn was not
such as tc lead to a trend decreasé in employment when producticn

was static, or even when it was grfwing.

Given these provisions, the cbarts appended
show for the compositeiand the purély spinning mills sc¢parately,
the emplcyment index for the ye;?é 1220 -~ 1935. The employment
.incdex is the ratio of cuployment in a given year to that in 1935,
In the case of both types of mi}ls, all those that were 1in
oﬁeration over the greater par% of the neriocé have becn
considered. 0f the composite m?lls, 6 of}the 15 are in this
category (Chart 1) and they were 511 in operation for at lcecast 10

years at the beginning of the period. Of these 6 mills two,

numbers 7 (Kaleeswara) and 31 (Madrtas United) were Indian owned:




34
3 mills, numbers 4 (Cecimbatore Spinning and W aving), 29
(Buckingham) and 30 (Carnatic) were British owned, whilc numier

34 (Loyal Mills at Koilpatti) was bought by the Sass.(n <reun in

1929 from an Indian maﬁaging 2AJONCY .

There are three significant fcecatures of the chart, The
first in the steady rise in emplcyment of the two Indian mills
(numbecrs 7 and 31). The sccond is the static nature of
emgrloyment in the Buckingham ané Carnatic Mills (numb:ers 29 and
30) and also that of the Coimbatore Spinning and Weaving Company
(number 4) at abcut half its 1935 ehployment level until the
dramatic rise in 1934-1935. The fiqgures for this mill show the
effects of the sale of the Ccimbatore Mall Mills in 1933 with
which it had bLeen merced in 1930. The uncertain fortunmes of the
Koilpatti Loyal Mills, uﬁtil its sale t- Eurcpocimsg in 1929
(number  34) ié also apparent, althcugh it is to Be noted that

even in 1935 it had not reached its 1920 peak.

The gpoint to be noted from the chart is that whiie the
European firms fluctuated around the lecvel of activity that thoy
had already achicecve?d &y 1920, the t WO firms thot were in Indian
hands scemed to he steadily increasing in output if not in lalour
productivity. Although thesc werc small mills both in number of
looms and sDindles compareld to the Buckingham anl Cernatic Mills,
they were comparable tc¢ the sther two European owned c¢r taken-
cover mills, This seems to suggést'that the Indian Mills were
capable of systematicqlly extending their market ocven befcre

tariff protection bfotht in an import substituticon phase.

et S p————
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The spinning mills have a nopticeably greater Joegree  of
unstableness in their cperation. In this case there arc 7 mi. s
that cover the bulk ef the pericd, and of these, Ralhekvis
Mills (numker 13), Sri Ranga Vilag Spinning and Weaving Pt
(number 18), Sri Suryanarayana Spin%ing and Weaving Mill (Nur™
38) and Malabar Spinning and wQav&ng Company (number 42) wel o
Indian (Chart 2). The cther threg, Madura Mills (number 2i),
Coral Mills (number 32) and Tinnevcelly Mills (number 33) were all
managed by the A. and F. Harvey group (Chart 3). Comparisqn
* amongst the spinning mills neecds to take account of the facf that
the first three of the Indian milis were registered 1in 1922,
1923, and 1915 respectively and began operation in the succeeding
years. They would not therefore have overcome their teething
problems until sometime fur her intc the ~eriod undcer
consideration. Although the British mille (2nd the Malabar Mill)
were all established ir the 1890s, the figures for Madura Mills
includes that for the Pandyan Mills, established in 1922, an?
taken over by Harveys 1in 1928;é The aclvantages of common
management and from 1929, a COmmcp holding company -~ all the
mills were aftor this Jdate units oﬁ the Madura Mills - would have
made for marketing and financial power. Notwithstanding thesc
disadvantages, Chart 2 shows thatéthe two Incdian mills based in
Coimbatocre (numkers 13 and 18) éhow a reascnably ccnsistent
upwarg trend. It is the Milﬁ in Malabar, and the Sri
Suryanarayana Mill in coastcal Aqd&ra (numbers 42 ané 38) which

show very wide fluctuatiens in actiivity on a ycAr-to=year basis,




Further more, the  fluctucticns scem to take rplrcece eround o

central point and neither of the mills appears to ~ircw.

Based on the cevidence <f the Bombay and Ceoimbatcor . Toztile
Labour Enquiry Committces, it secms that in the t.oazile nills
there was a faifly snarp Jdivision between the functionse cu
by men, and by women and children (Bombay, 1953§ Malres, 19375,
As is the practicce 1in such situations, tha SorALLY o
industrialists 1is to separate the 55b components raequiring less
skili‘ anc, utilising th: 1l1lower socieclly determined wag e
expectations of women and children, téhemploy them in such work.
It 1is significant that Chart 4 which displays the ratio of
female and child workers to total workers shows a clear
distincticon in  their retics between the mills 3ase® in Madras
(numbers 29, 30, 31) and tho cnes based in Coimbatcre (numbers 4
and 7) and Koilpatti (nucher 34). Women and¢ children were
certainly more¢ widely us<? in spinning - as Charts 5 and 6 show,
the uprcpertion 2f such workers was much higher in thesce mills
wﬁich were confined tc syuinning, It is also truc thot the ratio
ofllooms to spindlcs was laower outgide Medras i.c. that the mills
in Malras were morce weaving-intensive. However, it also scems
likelyvy that the Cecimbatorce Mills, lccateé in what werce semiurben
areas, at best, wc¢re not only able to recruit workers at  lower
rates than 1in Macdras, but werc also consicerably meore able to
deny permanency of employment (Madras, 1937). Iﬁ such a case,
labour intensive methods of work crganisation which woul® reduce
investment in fixed capital could be utilised, ant the (persons

affected by intermittent work would usually be women 2n? children

-
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CHART 4
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as it is usually these workers whe are socially cenditionad o

accept work c¢f an unstable nature.

In the case of the sginning mills, there is a tenloau

&y

towarcds convergence to four trends by the early 1930s. ¥
chart8 show, thesc were represcnated by mill numbers 21 an? 77
33; 13, 18 ancd 38: an? 42. These rggresent, firstly, the Mo :rno
and Coral Mills (both under A. and F. Harvey Management):
Secondly, Tinnevelly Mills (also A. and F. Harvcey): thirdly,
Radhakrishna Mills, Sri Ranga Vilag Mills and Sri Suryanaravana
Mills: and finally, the Malabar Sjjinning an? Weaving Company.
The British spinning mills useld a n@ticeabf& largexr propertion of
women (between 50 and 60 per cent) as compareld tc about 35 per
cent in the Indian Mills, and &s littlce as 20 per cent in the
Malabar Mill. The Madura Mjill employed workers who had been
listed under the Criminal Tribés Act and confined 'to a
resettlement c¢clony near the mill. Under this Act, the entirc
family could@ be made to work at a specified place. At a later
stage, Harveys also established a shall workers housing colony in
Madurai where workerg could, through a system of hire purchase,
beccome owners of their house. Oue of the provisions entitling a
worker to a house was that at leabt two members ¢f the family
should be working in the mill (Bhoéendranath, 1957, £.235). It
is possille that through such metho?d Harveys induced whole
families to work at the mill, therepy cnabling them to subkdivide

11
the work proccesses and reduce aggregate wage costs.
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In general, the 1Indian textile industrv in M.lras grow
rapidly in  the 19205 and 1930s, particularly in Coinsbatorc.
However, the technical ceonditions in the mills thoos  emained
low. Partly this was a result of the low degree of v luticn  of
a specifically industri=zl sccial consciousness =woer st the
industrialists, and partly the result of the cbjective own.iitions
cf extreme competiticn. Success was achicved by «cutcing corners,
by 1lcwering coverheads tarcugh replacing mechanise? »rocesses by
manual oneg and concurrently, kcering the workforce on ~ s2mi-
permanent basis, at hest. However, whatever the technical and
organisaticnal basis on which the¢ Ceimbatore industry ox'm:anded,
its very presence enakled it to grow in the next and final [hase

of pre-independence industrial doveloprment.

Jute The industry was concentrated in the coastal peddy surplus

area& of Andhra where four large mills operated Jduring the
period.. Although locatcd clese to the loecal scurces of jute, the
industry preferred to work with the Bengal varicty which was said
to be better in quality. This was inspite «f the fact that the
Bengal raw jute ccntained & certain amcunt «f moisture which lcd
to a small loss on Jdrying. PRefuction in freight ratcos c¢n  Jute
from Bengal had given the industry a favourable chance an2 upto
the Sépression, it functioned well with steady increasc in thc
number of looms apd spindles employed. In between 1631 and 1633,
the industry went through a majcr depression with one of  the
mills gc¢ing cut of commission. ‘With a local markct, the mills
were able tc recover by 1934, partly because the price of raw

jute was very low. However with the rise in price of the raw
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material in 1935, margins were cut %3 there was no  corresponding
increase 1in finished gocis prices; In 1936, twc cf the mills
stopped operating but inspite cf prices being lower in the¢ second
half of the yeer, theve waa further a’ddition to capacity. In
1937 there was again an improvement in the industry though all
mills did not work. The Calcutta s;rike led? to @ rise in [rices
of finished gool€s during the year, ancd stocks both at the mills

an® at consuming centres were reduced,. :

Chemicals The major demand for heavy chemicals in the Presicdency

came from the textile, tanning, _soaﬁ and match 1industries.
Throughout the period, thege was only oﬂg unit run by Parryf‘s at
Ranipet, near Madras city, 'making Splghuric acid. The demand for
chemicals 1is an impertant index of the Jdevelopment cf the
industrial base and in these t s, Madras Presid. ncy <Gid not

progress very far.

The .imgorted chéemicale weregused mainly in the s8cz and
match industries, and for Jdyeing id the textile industry. Until
the Tariff Board reporteé an the ﬁeavy Chemical Incdustry Act was
passecd in 1931, competition from suroepe and Japan w 3 such as to
leave 1little scope for indigenou# manufacture. High railway
freights to c¢cnsuming centres i other parts of India also
limited the growth of the Scuth Iéﬂian chemical industry. The
world economic depression affected imports, measured in terms of
value at current prices, only in 193C and 1931, all other years

showing an incre~mse cver the previous years. However, inspite cof
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the protectiQe tariff, the lccal chemical industry was affected
by the depression and extremc cvmpeti;iqqﬂfroﬁ 1922 onwarls. Low
rates of frecight on imports serve& tﬁl ﬁﬁllify tlhe rprotective
effect of the tariff., Thue in 1933, 1934 an 1935 demand
remeincd steady, hut prices f£211 in each successivce year. This
period . alsc saw the growth in demanl] for chemicals used for
dyeing, - gencratced: partly by tne Jdevelcpment of the household

sector of .this industry. In 1937, speculative purchase of dyes

was reported.

Sugar Apart from gur anc the indigenous method of white sugar
manufacture, there were three types of factories ¢ngeged in the
production c¢f white sugar. Thevfirst worked solelvy with cane,
the second with both cane and as refineries using gur, anc  the
third wholly  with.gqur. The refineries often had proi)lems in
getting palmyra jaggery and thus faced a shorter working périod,
although it was soméectimes poussillle to impert unrefined sugaf_lat
rates which made refining profitakle. UOntil tariff protection
particularly, the fcrtunes of the industry depended on the world
prices of sugar. Added tou this was the problem that the Jjaggery
availability was iess than th-t to Lbe expecteld by the number of
palmyra trees in the Presicdency. This was cdue Ixoth to the
shortage of tappers, as also the fact that jaggery itself went
inzo fin2l consumption. When the price of jaggery was high, fhe
refinerics could not get adequafe amounts at a price that made
refining gprofitable. In the late 1€20s, the low j;»rices of Java
stgar 1led to increasing imports, which even the impesition of  a

higher duty did nct curtail. With the depressicn, the prices

———— e

-l
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remained at a very low level.

There was a dramatic change afﬁer the Tariff Boarl's report
and the imposition «f protective duties. Production was at
capacity 1in all the sugar factoribs, and seven new units were
planned in 1934, of whiéﬁ six wer  jin operation by 1335. 1In late
1935 the seventh began Operationsgand twe new factories were
under construction. However 5y 1937, increased competition from
North India led to falling prices,.ﬁnd the excess supply position
was confirmed bty the fact that a stécp excise duty increase from
Rs.26.25 to Rs.40 pér ton waslﬁot reflected in the selling- price.
The palera industry wés not in a;position to bear the excise
duty and there was ccncern at the {ﬁplications of a contraction
of the industry on the employméht;prospects“be tappers. The
rason for this was that the excise @focédures were such as would
require administrative expertise nét genefafiy availeble amongst
palmyra tappers. This expertise;waé concentrated in a few hands,
leading to the concentration cof ¢roduction, as in the match

industry.

Leather The tanning industry was%fairly widespread over thco
Telugu and Tamil districts of the Hi”resi'dency° In the northern
parts, tanniné cf hides was the'éule while in the southern
districts, ét was ékins that.wereimostly tanned. In Madras,
Chingleput, _North Arcot and Chittorte hoth hides and skins . were

tanned. The majority of the tanngries were small units; only

seven being of a size which necessjitated their registration as
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factories in 1927. 1In that yeér, exports o©f tanned 1leather
amounted tc 17 per cent of the export trede of the Prosidency.
Tanneld c¢ow hides, exported almest in their entirety tc Britain,
accounted for mcre than half of total leather exnorts by  weight,

and almost 30 per cent ly value.

In additién te cow hides the eéxports included sheer and goat
skins{!'buffalo hides and cow buffélo calf leather. Of all the
industries in the Presidency, the tanning inﬁustpy was the most
cloSelyolinked to world market trends, as exports played)éﬁ over-.
whelming role in the industry's“demand pattern. Thus 1in 1928,
with world wide liquidaticn of postwar excess stocks of cow
hides, combined with a.general shortage, tanned cow hide prices
"rose by 40 per cent and the tanners experienced a very good year.
~New methods of finishing lcwer éfade goat skins alsc reaised the
demand for éuch skins, as the fini'sh was almost of the same

quality as that cn higher grades.

Imports of watflé bark used.for};anning over 9C ser cent of
the hides - though it was nof used for skins - rose  sharply in
the late 1920s. The technique <¢f using wattle bark alsc seems to
have been'grasped aAs there were fewer complaints of subhstandard
quality. In 1929, exports reached the highest fioure in bLoth
weight and value after the 1919-20 hoom year. Hcwever, wviolent
fluctuations in price 1led to lcsses in sales by tanncrs in some
cases. The prospect of US tariff restrictions on leather imports
broughf. home the fact that there was excess capacity 1in the

industry, and sharp practices such as the adulteraticn of hides




43

with Epsom salts, to incEease their' weight and imprcve the colcur

became noticeallc.

By 1930, the cffects of theidepression were felt, with
extreme¢ financial stringency on the London aﬁd New York moncy
markets. With reduced Jdemand frométhe United States under the
new tariff regime, and with prodﬁction in excess of Brit&sh
demand, 1large falls 1in price were to be ¢xpected. This was
proven 1in 1931, when tanners lost ﬁonsiderable amounts and many
had to renegotiate their finanéial commitments to their
creditors. Madras tannsrs were by now almost the only buyers cf
raw hides and skins but+severe competition .among them led tc scme
losses. By 1933 prices of raw hiéep had fallen %o such an extent
that railway freight rates were out of proportion, thereby
raising_rglative costs unduly for the tanneries further away from
the main raw leathgr market. In fhAct the low prices of the raw
material, by which tanners cculd bover costs even ~at very low
prices of the finished articleb prevented the successful
functioning of a cartel fcrmed ini June 1932, In January 1933
another meeting was Eeld and a co@mittee set up in Madras to
persude tanners to limit productibn, which effort lasted for
about 10 months. With the market éptirely in Britain, increas<d
purchasing power there by 1936 maﬁe conditicns better for the
industry and by 1937, with a large 8emand for the pcorer quality

hides, the industry’s conditidn could bhe said to be

"satisfactory".

T T
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Aluminium ware The producticn ¢f aluminium-ware begar Juring the

early period of the active promotion of industry in M=d> s, The
School of Arts began manufacture in response t army and
expatriate European demand in 1898, and slocowly further <.mo2n i was

generated by the establishment c¢f workshops and ajeqts i =
number of places. The Indiaﬁ Aluminiﬁm Company was s.=  an hvy
Europeans at Triplicane in Madras in 1900 to follow wup o1 ©is
work, and in 1903 it took over all the operations <a:eling witn
aluminium-~ware, under the polfcv that commercially successful

experiments should be handed over to private enterprisec.

In the post World War I perioq, the - industry expanded
considerably with facgpries starting in Bombtay, Calcutta and
. Benares. This céused a flooding of the market which, with
foreign competition, led to the closure of some firms in Bombay.
By the early 19308, the price of aluminium had fallen so low that
both Dbrass and copper-wire utensils were  being reﬁlaced by
aluminium ¢nes. However; the extrome competition created a
' situation wherc cven with this expande< markat, prices of
aluminium-ware were very lcw, -and covering costs of prcduction
was difficult. Fcreign competitirs were helped by the fact that
import duties on bhoth the raw material and on aluminium-ware was

at the same level. | '

In Madras Presidency, aluminium vesscls were also made in
‘the household sector in Rajahmundry in Godavari and Vijayawada in
the then Kistna district. In thc former place, about 100 units

employing 3-4 workmen existed, while in Vijayawada manufacture 1in

—— e = = ——_— . — e i e - —
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3 units was sufficient t¢ meet localgdemand.

With the depressicn and the 1B30s, the demand situation
worsened further. An inéreaso in production when dJdispasalrle
incomes were actually falling, led to a still further fall in
prices, from a 1level where. they fwere alrcacly un<2ccncomical.,
Although importel aluminiﬁmﬁ pricee were very 1low, there was
little certainty about their reméining at this 1level and
production increase under these conditions was problematic_:al°
Capacity utilisaticn was about 50%. : In 1933, an attempt to form
a cartel failed, and with a fall ihdbrass and copper prices,
there _was a switch back tco utensils made of these metals. This

situation continued to 1936 when ccnisumption was only 40% of the

norm. In 1937, with the second - and this time, s8successful

formation of a cartel, prices role jalong with turnover, as the
price of brass-ware also increased{ Prospects for the industry

were better than for many years previiously.
oo

Soap The Malabar District was bothgthe largest prcducer and the
largest consumer of ‘soap in the Prejsidency° In cther districts
soap was made on a small scale but Qas saicd tc he of a rclatively
low quality and unable to competeiwith imports. Int Calicut,
imitations of the brands produced ﬂy the Kerala Soap Institutg,
and o¢f imported borax soaps mace by the cold prccess, ware
manufactured. Producticn of milleditoilet soaps had nct started.

The figures for the ygrowing value of scap imports showed that

demand was increasing and there wasa space fcr further expansion

‘-:Q"v L
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of prcduction. By 1929, a change over from the bcile:’ process to
the milled process foritoilet soap had started in Calicut with
orcders placed for machinery. A cheap washing scap male in  other
parts of Malabkar had an easy market. The industry in  Thanjavur

had expandeZ tc a size equal to that of Malabar, Lut th:s cguality

was said tc ke infericr, while in the Telugu districts <of the

Presidency, scap manufacture had not spread beyond Chitt cr. All
the wunits in 1930 were making washing scaps as the Calicut unit

had not started pr~oducticn.

Local manufacture cf soap gained considerable imnetus by the

Swadeshi movement, which generated demand both for the cottage'

soaps macde by the simple cnld ~r semi Loiled processes, and the
modern methods used in the Macdlras units. By 1933, it was clear
that 'the..industry had bcen less affected by the depression than
many ¢others, and the Tata 0il Mills wunit in Ernakulair both
incredsed production of washing soap and started manufacturc of
toilet soap. Despite Japanese competition, production continued
tc increase with an accompanying growth in the numkber c¢f small
units, However, competition from large units locata? elsewhere
in India forced some reduction in prices, although the quality of
toilet soap had improved. By the ené¢ of the pericd, the price
rise in coconut o©il, which was, the basis of the prccess uscd by

the small units, was creating some difficulties.

Indian manufacturers largely depended upon tallow for the

broduction of good toilet socap. The tallow made indigcnously was

L g

of a low quality, and insufficient in quahtity, and the entire

A



47

process o©of refining itwﬁas inc¢fficient. Impcorted tallow from
Australié, Necw Zealand and England was very ¢xpensive, plgcing
Indian ﬁanufacturers at a dJdisadvantage. Hy<lrogenation or
hardening of indigenous o0ils woull have served as a substitute
for tallcw, but until the advent of cheap electricity made
economical producticsn of hydrojen possibile, this was not an

cption,

Oil Milling Most of the ¢il miiled from groundnut, castor,

coconut, cotton seed and gingelly in the Presidency. was used 1n
the home marked;, but a little was exported., The problem <¢f
expansion of the industry lay in the small size of the home
market, as the alternative, large scale exports, were difficult
to achieve (Tyabji, 1990). Packing and transporting cil was a
complicated business, freight rates were high and fariffs Ain
importing countries had to be cvercome. The competiticn from

Marseilles in foreign markets was particularly stiff.

The internal market for oilcakes was limited by the existing
‘situaticn where publicity to demecnstrate the advantages of <¢il
~cake for fertilizer and cattle-feed had not been undertaken. The
.transport, costs to be incurred in apprcaching the central and
concentrated markets was alsc often prohibitive. With the growth
of ghee substitutes, the consumer demand fcr groundnut oil became
unstable, ‘as it did for the coconut cil industry on the West
Coast. The economic explcitarion of geserves of ~il seeds in the
Presidency required genceral incdustrial development, and with it,

the growth of the soap and ghee sectors.
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With the < :presgion, both external and intern2l demand for
oil fell, lecdir: ©. _he cliosure of some mills. Palling orices
for éhe c1ils mads gabhstaineg? coperation of the mills very vrisky.
The situation w;rsenég still further with competiticn  from  Sri
Lankan coconut ©il  and the impositicn of an  export dJduty on
oilsceds from the Nizam‘s Hyderal ad state. Tﬁe estalzlishment of
a éroundnut mill L)y a transnational firm which worked almost
continuously throughout the day provides some evidence that the
scale of operation of the indigenous mills was probatly too small
to allow for economies, rarticularly when a survey of villége
oil ghanis showed over 20 thousand to ke in a working condition.
Although these operated for cnly two to three month in the year}
the . internal market could not grow until the demand that the
traditional ghanis catefed to, was tapped. In turn, thié could
happen . only when economies c¢f scale allowed mechanised o0il
milling to compete with the household sector in the wvillages.
With the 1lack ©f growth ¢f the market, the o0il industry . was
critically dependent on the economics of the relative prices of
o0il seeds and oil, and it was nc¢t until 1937 that the price of

coconut 2il increased suhstantially.

Saw milling incdustry The¢ industry was concentrated largely in

T r—

the western half of the Presidency, along the Malabar coast. It
was in a ‘depresse? condition by the late 1920s, .pebuliarly
sul>ject as it was to the vagaries of the monsocon. In 1927, a
partial failure led to a shorter than normal "floating sSeascn”
with the result that there was.a shortage of timber suitable for

sawing. The adoption of stcel railway sleepers by the JRailway
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companies remcved-a majcr source of market demand, and left th.
industry 1largely depencent on the Bombay ané Karachi markets.
The major market for timber from where the saw milis gut their
stocks was at Kallai. Increasing costs of extraction wculd raisc
the Kallai prices, and with the unwillingness of sawn timlcr
buyers to accept higher prices, .. e profit margins wire narrcw.

With the depression, there was a simultanecus contraction in
the Bombay and Karachi markets, in Arabh trade with  the Gulf
countries, and in éxports to Eurépe and America. In the ycars
that followed, the severe cutback on expendithre cn construction
by the Public Works Department, Local bodies and the private
sector had theif impact on the saw milling industry. By the mid
thirties, the smaller suppiiers had heen forced into cut-rate
business and sleepers were availatle more cheaply than in - the
previous thirty years. However, the demand on this account kept
the industry going. Demand from the continent grew unexpectedly,
from France for rosewood and Malabar teak for special size
sleepers, and from Germany, although here it was on a Lart.r
hasis, |

Hosiery Two kinds of hosiery goods were manufactured in the

Presidency. " The first was known as -India gauze, and the second
as network. Japanese competion, particularly in the cheaper
gracdes was very strcong in India gauze. Yarns of the right

quality and variety were difficult to get at rates which were
competitive. Extreme competition kept the profit margins low,

However, inspite of these conditions, there was an increase in
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the numtier of wunits at work in 1930, with several of them
undertaking new investment in jpower driven machinery such Aas net
banian machines, ribtop machines, Egench net machincs ar:?' the
Barfuss looms. In this industry, hoﬁever, there was thoe ro s cct
of pclitical support from the Swadeghi movement, anl insiite of
Japanese competition, the industry functioned well. Thizs wiy
inspite of the system qf sales, where competition forced

manufacturers to forward goosls, to be paid fcr when sold.
_ g

By 1933, competition was so great that tariff protection was
asked for, and this when granted, led to a large increasc 1in
production though the profit margin remained small. The demand
was, predictably) much greater for the cheaper gcods where
margins were very small. By the end of the period the situation
of the industfy was reasonable, particularly in the case of units

on the West Coast.

Tiles This incustry was concentrated in- South Kanara, 32 of the

50 registered facterics in 1927 being located there. With a
Ifurther 15 in Mzlabar, it was the West Coast which was a major
centre for the industry. " The industry was affected Ly excess
_préduction, an? the reduction in railway freight rates introduced.
in 1924 scemad to have littlé results for the industry in terms
of increasing demand. While the units in Malabar were doing
relatively etter, the Mangalcre units were tied tc the Bombay
market, and the effects of the trade depression there was felt
even 1in 1928. Demand was generated in Cclombc, Rangoon, and
centres in South India, tco, bhut some smaller units had tc close

dcwn due to the competition.
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Some units in Malabar actually installed new equijpment and
gxpanded capacity in 1929. Although slumps in the buillinqg tradc
in Colombo and Rangoon reduced demand, it ingreased in the Sruth
Indian' centres. The South Kanara units were "less favourally
placed as strikes and other - forms of soliticeal agitati o
curtailed business demand in Bomlay. In 1930, the freight ratos
on tiles brought from the West to the East ccast was raoised,
making business difficult for the West Coast firms, as rail
transport was preferable to:ship for easily breakable items.
Some small units started operations in Coimbatore. The Straits
Sgttiement mérkets were affected ky competition of Ffench tiles
sent . from Marseilles, while it was difficult to ship tiles from
India éb Singapére and Pc¢nang. The‘démané from industry which
had been-unsatisfactory was alancced hy a fevival of exports to
Colombo and Rangoon in 1933, after a two yeaf slump., On the
other hand the low level of agriculturel prices and low incomes
curtailed domestic buildingﬁprogrammes amongstlthe agriculturists
'in South India. 'In 1935 therc was some improvement though there
'was now the prospect of Japancse competiticn. At the end of the
period, both the Malabkar. and South Kanara industries suffered
from over producticn, leading to price cutting and greater
competition for shipping space. The Malabar industry . continued,

however, tc¢ do relatively better.

Mateches With the increased duty cn matches which was le¢vied from

1922, a number of match units wcre estaklished in the Presidency.
Most «f the units did not use poﬁer ancd operated on a

comparatively small scale. The smaller firms obtained their
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splints and veneers from majcr wocd-working units in Malabar, and
concentrated on the operations required to finish them into
complete matches and match bcxesl° In general terms, it could Le
said that the technical difficulties in manufacture had not been
satisfactorily overcome. In addition, although the units add
local markets, there scemed to have been little impact coverall on

the demand for impcrted matches, until the establishment of the

Swedish..Western Indie Match Company (WIMCO) factory near Madras.

Secure supplies of suitable woods at a rate which would
allow for economic manufacture was essential, and some units had
to close down because insufficient attention was given to this

aspect. _ | .

Although imports of foreign matches did decline before the
WIMCO . factory began to operate in 1929, this was compensated by
arrivals from Bengal and Burma. It was, in fact, tie growth of
WIMCO which affected the market for all kinds  of matches
including that made by the small units. After the Tariff aoarﬂ
decided that special measures to help small scale production werc
not desirable, the prospects of competition became more severe.
In fact, the competition was not equal, as WIMCO wused  importec
raw materials including aspen wood for splints and veneers. By
ths early 19308, the indigenous Malabar wood was becoming
increasingly more difficult to obtain, and manufacturers were
further handicapped by the 5% duty 1levied by the Municipal
Corporation of Madras on imports, which WIMCO avoided by its

location. .

FRT RN O
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The depression had contradictory effécts on the industry.
While in gencral terms the demand contracted, prcduction of theo,
cheaper varicties grew. It was said in this connection that the
earlier consumer prejudice against non-white splints had he.n
overcome, With steady grbwfh in 3peciélised units, wmakin;
splints and theers, and 1in the cottage "dipping® units,
competition between the mechanised énd unmechanised sectors grewv.
In fact, until the introduction. of excise duty on matches, the

unmechanised sector grew in response to the demand for cheap

matches. The excise duty had the effect of concentrating
production, ' principally because the excise regulation
requirements were such as tc destroy home based producers - the

requirements of book keeping and acccuntancy, apart froom the
working capital required to finance batch prcduction, that excise
inspections necessarily required, ensured this. Throughout the
rest of the period, production capacity together with
manufactures from other parts of India were well in excess of
demand, and prices fell. Rising costs of chemicals by the late
19308, combined with the excess supply, kert profit .margins low.

i

Cotton Handlooms The concentration of merchant carital in the

handloom industry with its charactcristic form of operation,
whereby the effects of market saturation could be passed directly
cnto the Qeavers, meant that the'industry suffered from violent
fluctuations (Baker, 1984, pp400-406). The amcunt that the
peasantry had to spend cn cloth depended critically on the levels
of aéricultural prices, while input costs were related to the

L

price of specialised yarn items on the international market. The
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local yarn also fluctuated depending on the demand generated in
Bombay and elsewhere in the é‘duntry° There were three results of
these 1influences: firstly, a concentratiqn cn prolucticn of
coarser gobds, ma@e frecm Indian yarns, which r[process Wwasg
accelerated by the imposition of duty on finer imported yarnéi
secondly a further prccess of concentration of merchant capital,
so that by the 1940s about 40 firms controlled 1600 loo>ms between
them, accounting for Rs.20 lakhs turnover a year in Coimbatcre.
Four families controlled mcst of the business in Madurai-while in
Salem it was concentrated amongst 100 large firms; finally, this
concentraticn éxpreSsed itself in larger putting-cut networks,
implying a redﬁc£ion in the number cf guild-like organisations of

skilled workers.

The ease and repidity of movoment of capiéal into and out of
the handloom industry, combined with the sheer extent of economic
distress created by these movements, eventually forced the
Government into taking a more active role in the management of
the industry. This essentially meant ensuring the supply of
varn, and providing a well-dcfined market segment. Thesce ecfferts
had begun with the formation c¢f an apex conoperative snciety 1in
the mid-1930s, which was expected tc nuture the growth of
affiliating primary 1level cocperatives, and thus break the power
of merchants and the instability that flowed from their
operations. However, the cooperative society made little advance
until its restructuring during the Second World war.
Essentially, with the loss of both overseas markets, and thcse in

other parts of India, there was little that could be done tc
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ensure continuity of work tc the weavers, unless hard Jecisions
were taken about allocating épecific items exclusively fcor
handlooms. Although demands fcor a "common productisn  programme”
were voiced from 1936 cnwards, the government acted alcong these

lines only in 1944.

VII
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Industry in the Inter-war period (ii) ~- the princely States

A. MXSC‘-I‘Q +

In Myscre, the most significant developments in the inter-
war period were in the promoticﬁ of the ircn works, and cduring
the 1930s, in a concerted éttempt to involve private capital in a
large range of enterprises (Baldwin, 1959, Hettne, 1978).
hlthough Visvesvaraya's schemes for hydro-electric power and
irrigation develcpment had considerably improved the
preconditions for the growth of capital accumulation in the
agrarian sector, and provided a modern.source cf power, the 'iron
works did not provide for tbe same order of immediate bkenefit t:
the p;oto-industrialists in the State. However, it was cle~r
that this section was in favour ~f active state aid to priveno
industry and the administration responded to this from 1¢24
onwards, when Mirza Ismail replaced the earlier Diwan, a. mem!: -
of the ICS whose political perspective seemed to model that of

the administration of British India.

Bowever, during this interim period the iron works were

pushed through to completion in 1923, It is significant that the
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project had _been. initiated without consultation with the
Government of India, who_intervened when the machinery .had been
- ordered and insisted that the projéct should be cleared by them.
The Tata Iron and Steel Company (TISCO), who had been appointed
Managing Agents (presumably on the understanding %hat the prbject
had obtained all the required clearances) became noticeably
disinterested. It was ironic that once this situation was reach-
ed the issue became one of the general assertion ©f the rights of
the Mysorean proto-capitalists to action independent o¢f the
wiches of the Government of India. The ICS 1led administraticn
which succeeded Visveéwaraya.aaked for his services in helping to
complete the project, and this was achieved despite the
indifference 8hown as far as s8specific support to it was

concerned.

The project was a major entrepreneurial venture, because the
absence of supplies of coking coal in South 1India made it
necessary to use charcoal, and the econcmics of the entire
prcject depended on the profitable sale of the by-products of
wood distillation, which was to provide the charcoal
(Srikantaiya, 1927, pp.97-102). According tc the project report
by an American metallurgist (who was also a consultant to TISCO)
the higher quality of charcoal iron would have allcowed for a
higher price realisation than for coked pig iron. Unfortunately,
developments in chemical engineering made available far more
efficient methbds of producing the chemicals which were to be the
by~products of the distillation process; simultaneously, a sharp

post-war fall in pig iron prices drastically recuced the

"Bl ; *Iﬂhd ﬂlMl
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possibility of profitable sales of the iron. However, the
government continued tc support the iron works; and a series of

ventures were commissioned sc as to make the prcject vialrle.

In 1926, a German designed cast iron [pipc mill kegan
operation, which by the end of the decade, produced 20 per cent
of 1Indian c¢ast iron pipe manufacture. With the <dJecline 1in
Japanese imports of Mysore pig iron;, 2 decisicn to c¢staklish a
steel plant was taken 1in themear;¥f19303, Also German designed,
this came into operap}gg.in 1934, with a capacity to roll small
sgétions. By the lage 19308, horizontal expansion had taken
place with ghe addition of a small cement plant using by=~product
~slag from the b}ast furnace. Thislprocess also came up against
unforseen technical problems. However, the determination shown
in Mattempting to solve-,their Qrob}ems macle the Mysore
ASAdministration an exceptiocnal cne in the area o©of technological

and industrial entrepreneurship.

rl

BY’ 1940;t“the' Government of Mysore was fhe ownef"df 10
enterprises which excluding Ehe i eneany cemen't works, and the
" sandal wood and isoap factories menticned @arlier, were the
fbilowing: the Electric Féétory, the Porcelain Factory, the
Mysore Implements Factory, the Industrial and Tesiing Laboratcry,
the Silk Factory and the Lac and Paint works. ‘In addifion, the
Government held shares in comaaﬁiés prémgted bygit in the: fields
of sugar, paper, spun-s8ilk, tcbacco, chemicals and fertilizers,
stoneware 'pipes. and Ipotteries, eéiblé” oils, s8ilk filatures,
matches, tanning and CBffeeféuring. The important geﬁeral

point about these Mysbre firms is that there was active public
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response to the share issues, even when the Government share

holding was small, cCapital coantributions were therefore not
difficult to attract in a aityation such as Mysore's, where the

administration had demonstrated 1its commitment to economic

development.

It may also be noted that while in Madras Presidency, this
perind saw the maturing of the conflict betwecen 1Indian and
British capital, in Mysore therqe were several instances of
conflict between large Indian capital and its smallcer, regional
variant. The most apparent was over the question of the market
for pig iron. The major producers were TISCO in Bihar, the Iron
and Steel Company in Bengal, and the Mysore Iron Works. Undér an
agreement s8signed in 1931, the market for pig iron in the Bombay
Presidency (excluding 8ind), Madras Preaidency (upto vijayawada),
and Hyderabad State, end in all the enclosed princely states was
allocated to the Mysore Iron Works, upto a maximum of 7000 tons a
year. Sales above this amount, and sales in all other parta of
India, were to be divided up between the North Indian firms.
Similarly, in the case of cast iron pipes, the market was divided
between the Bengal Iron Combany and the Mysore Iron Works on a

geographic basis (Indian Tariff Board, 1934).

Although TISCO had originally been the Managing Agents for
the Mysore Iron wOrks, - the agreement on market sharing was
reached with great reluctance (Balakrishne, 1940). Significantly
by 1937, the North Indian firms were selling iron:  in their

monopoly markets near Bengal at Rs.60 per ton. In Madras, in

ok iiiiii‘:il
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competition with the Mysore Works,inspite of rail fréight their
price was Rs.40 per ton (India, 1937, p,68),l The éffecté‘of
this competition wculd have considerably helped the small
foundries in Madras, for this class of foundry had protested to
the 1934 Tariff Board.on the Ircn and Steel Industry against
discriminatory pricing of iron 'y the cﬁief procdlucers in. North

India (Indian Tariff Board, 1934).

The sericuiture indﬁstry was o0ld established in India and
was carried out in Kashmir, Bengal and Assam, in addition ¢to
Mysore. The silk worms indigenous to both Kashmir and Mysore hacd
been destroyed by the pebrine disease in the 1870s. Some revival
took place in Mysore in 1890, but there was another decline, the
industry reaching its lowest point in 1914-15. The subscequent
revival of the Mysore industry took place after 1920 when a
Department of Sericulture was established (Indian Tariff Boarl,

1933).

The industry had féur distinct stages - silk worm rearing,
cultivation of food plants for worms, reeling cococns fcr raw
silk, and preparing raw silk for weaving. These four stages were
nowhere. integrated except for siik worm rearers often undertaking
the cultivation of the food plants. The stages were 1linked
together by middlemen charging varying rates for commission aﬁi

transport.

In Myscre the mulberry was predominantly grown on
unirrigated 1land, and the leaf used by the cultivator to rear

silkworms, Specialised rearers would buy seed cocoons and raise
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the worms obktained from the sceds uptc the stage of the first or
second moult. They would at this stage be distributed@® to
households for further rearing. The cococns from which the silk
was derived would.bé receled either by households or in a few

manufactories un/ler Government or private auspices.

Silk vyarn produced in Mysore was not c¢xported outside South
India, but used by handloom weavers in the Scuth. However, the
silk wastc which was sent to Europe ia large quantities after
1857 provicded most of the income for the household reelers. The
reelers would sell the silk through merchants in Bangalore.
Buyers would get the silk either from these merchants, o¢r from
brokers, who were only five in nﬁmber in the mid thirties. These
brokers would merely arrange purchase on credit from the
merchants who, 1f their own capital was insufficient, would

borrow from shroffs or frcm joint stock banks.

The Department of Sericulture in Mysore, which was
established after thé post war rise in silk prices in 1920, was
said to be the best equipped in the country. The Decpartment
provided services such as guaranteed diseasec freec sced from both
Government ana 'aided grainages,"evolution cf Dbetter yielding
cxoss breeds of siik worms, advice on improvements 1in 1local
practices 6f mulberry culture, and in better methods of silkworm
rearing. However, an attempt to improve reeling practices by the
devélopmedt of an improved domestic "basin” had not succeeded,

probably because of the poverty of the household reelers.

Although Government aid was successful in increasing silk
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production, the industry faced severe competition in the 19303'
from China and Japan. Depreciation of the Chinese currency macle
imports much cheaper, affecting silk producticn both on a
household basis and in the filatures (silk manufactories).
Greater internal competition also occurred when Kashmir silk lcst
its European market, and the péoduction there was reoriented t-
the home market. Correspondingly, imports of Japanese silk
goods increased competition for the silk weavers, and raelduced
their ability tos accomodate the demands of indigenous silk
spinners. One effect of this was that while in the
predepression days, a local household@ reeler could get an advance
of 50 <~ 75% of the silk from the Bangalore merchant free of
interest, after the depression 10-12% interest was charged. By
the 1late thirties the interest rate had fallen to 8 -~ 10%, but
was now combined with a commission of half an anna per pound of

8ilk (Indian Tariff Board, 1940).

Although silk reeling was widely dispersed 1in the rural
arcas, the trade was highly concentrated in Bangalore city. An
index of the'impoftance of tﬁis trade to the economy of Mysore
(and to the larger traders) is the fact that the sericulture
industry was examined by the Tariff Board in 1933 and 1940, when
the Mysore Govefnment> asked for -tariff fprotection for the
industry. ‘It was through measures such as these that by 1945,
Mysore produced half the total amount of Indian silk, nearly 5
times as much as Kashmir, which was the next largest centre of

the Industry (India, 1945b).
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B.szerabad

Policies 1in Hydcrawnal were, brcally speaking, similar to
those of Myscre althcugh there was a less determined effort to
encourage industrialisation. &= However, Dbudgetary funds were
allocated fcr granting 1lceans and investing in e¢quity and
debentures (Subba Rac, 1938). ‘The instituticnal fcrm Ly which
this aid was given was c¢f the Industrial Trust . Fund (ITF),
established in 1929, after scme years cf. Departmenteal
experimentation with "pioncer" enterprises. ITF served alsc as a
Managing Agent, and therefore continued tc have a stake in the
firms that it prcmoted. The Industrial Labcratory and Ogménia
University undertook experiments in using lccal raw materials and
were able to develop jrocesses to manufacture power alcohol,
snap, paper, methylated spirits and some o0il - seed products.
Other fiscal policies such as blanket tax eﬁemptign, duty free
import ¢f raw materiels and Aduty free export of finished goods
together with a purchase policy that favoured local manufactures
were aimed at the diversificatiﬁn of thé industrial structure.

In DLoth princely States 1local perscnnel were r[preferred .and

favoured.

However, it aplears as if in Hyderabad there was 1little
attempt éo -tap rrivate séurces of cépital. "The firms: were
eSSentiall§ owned by the Government, although a small section of
the ‘hereditary senicr bureaucracy, already favoured with grants

to land, or local capitalists, beccame the agents or directors in

most of such firms, acting cn behalf ¢f the ITF (Subba Rao, 1988

N
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Ramakrishna Reddy, 1987).

C.Travencore

In Travancore, on the other hand, significant large scale
industrialisation beyond the phase cf agro-processing began at
the very end of the inter-war period, and the results c¢f the
industrial policy of the administration were felt in the 1940s
(Das, 1979; Mahadevan, 1988). 1Interest, however, lies in this
case 1in earlier developménté'in the éoir and casheow industrie§,

(Issac, 1983:; Kannan, 1981).

Although the ccir weaving ihaustry had been established in
England in the 1820s, the first manufactory en the Malabar Coast
was established in 1859 ét Aligppey. " In the course of thE‘next
fifty years, other firms were established along the coast;
waever exports, on which the industry derpended, began to grow
only around 1911-12, reached 30,000 quintals during the war an:

about 1,00,000 quintals during thc 1920s.

The rise in exporfs was accompanied by increasing profits,
for unit values of exports rose more.than raw material cr 1labour
costs, Leading Eurorean mercantile firms either established new
manufactories or took over existing ones, and they were
accompanied by Indian merchants from Alleppey and sections of the

prosperous farmers. However, the 1Indian ventures were




handicapped in their cperaticons due tc the greater countrcel Of the
Europeans over markets, credit and discounting facilities, and
better teclinology in dyeing and packaging cf coir fabrics. Their
main compctifive asset lay in the cheapness ¢f their prcducts,

due to lower overheads and a lower profit meargin.

The 1issue of yarn exports entirely controlled by Europceans
beca;e controversial, for the baling capacity lay in their hands.
In effect, this gave an advantage to the weaving industr§ based
in Europe, which was protected against imports from Travencore by
teariffs.  Baleable  coir yarn could be shigped at ccnsiderably
lower cost than that at which coir fabrics could bLe exported.
fowerloom weaving had been introduced in Eurcpe while traditional

4

handlooms were still used in India.

As late as 1945, coir sginning was said to be &ssentially a
cottage industry undertaken on the traditicnal charkha, if not by
hand (India, 1945 a). This yarn would be scld ¢r even bartered
to a small local shop keeper, who would pass it -n tc a dcaler or
middleman. At this stage, the yarn would ke rcughly sorted
acccrding to colcur and thickness, and then scld again to another
dealer at the -ccastal pcrts from where it wculd pass to the
shipping firms or to the manufacturers. In the case ~f vyarn
exports, there would be a further re-sorting,- rewinding  and

grading before it was baled hydraulically and then shipgped.

As the ccir wgaving industry expanded, it lccalised itself
to a greater and greater dejree around Alleppey, largely duve to

the easy availability cf coir yarn. In the 1920s and 1930s, the

g, ey e
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expansion of the industry took place essentially though the

growth ¢f large scale manufactoriés in which there was a detail.?
division of labcour. During the depressicn, the demand for cheqj
floor coverings increased 1in the west, and exports of «aolx
fabrigs also steadily increased. However, the export prices f£«l1
regularly untii 1933-34, and ev.n at the beginning ©f the Seccun’
World War, they were as much as 50 per cent below the pricos

ruling in the mid 1920s.

Of the 100 or sn registered shippers of coir products in
1938, 4 1leading Europecan firms controllied 50 per cent of the
exports. Another 15 or so urban manufacturer - shippers accounted
for about 30-35 per cent of exports. Thus the remaining 80
shippers made up not more than 15-20 per cent of the exports,
many of them undertaking exports sporadically, moving in and out
of the business. The small scale of business did not allow them
to appoint representatives in f£oreign countries. Markets could
be lobtained only by cutting prices, and tlris weakness was taken
advantage of by importers who encouraged price cutting wars.
This, in turn, led to a depressicn in the prices cbtained by all

the other shippers.

These small shippers based themselves on the supply of coir
products from rural manufactories, which\had been established in
the 1930s. Although Alleppey continued to ke the centre of larqge
scale manufactories, 70 per cent of the mat looms and 45 per cent
of the matting looms were located@ in the countryside between it

and Shertallai. These were much smaller units, the average

- aaantey -
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loomage being 30 as opposed to 111 in the Alleppey manufactories.

Many of the rural manufactories starte? as feeder units to
Alleppey shippers, providing coarser varieties of coir fabrics in
a scmi-finished conditicn to the shippers who finished, graded
angd paqked them for cxpoert, A few cf these rurzl manufacturers
Jdevelope? 1into shippers, and exporters also came from the ranks
of the "factors" ¢r merchant-shippers. Many of these had evolved
from depot owners who mediated between the rural manufacturers
anc! the urban .manufacturers - shippers° Due to the rivalry
between the Indian and European urban manufacturers, 2 common
front could not be built up: and with the 1nability c¢f the
nowerloom to compete with the rural handloom, the stage was set
for increasing instability in the industry, with extreme
competition - threatening at a time when the demand was rapidly
growindg. It was in these conditions that the coir workers
struggles developed to an e¢xtent where they became one of the
major determinants of the future growth of the industry, and of

the forms of production organisation common within it (Issac,

1983),

Although the cashew industry involves processes which are
simple, and it is often thought of as a traditicnal industry, its
origins are fairly recent. Frcm the beginning of the century
firms such as Pierce Leslie began buying shelled cashew kernels
from individual househclds. These were sun dried, the worst
specimens remaved, and the remainder exported in an unpeeled
state to Marseilles and, cccasicnally, to London. Pierce

Leslie's role was e¢ssentially that of middlemen.
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Trial shipments to the.Upitcd States began after the First
World Wwar, 1in response to a-épecific request and the method of
packing in carhon dioxide was introduced (Langley, 1962). As the
North American market grew, the exporting firms took to buying
raw cashew nuts; and distributing them to households, Here they
were roasted anc shelled and rc .urned to the firms for dJdrying,
peeling, grading and packing. By -1931, the prccesses of roasting
and shelling had been centralised, Pierce Leslie alone having 17
workshops where these operations were undertaken. For the drying
process preparatory to peeling, Pierce Leslie used racks arranged
in the flues of the boiler in their coffee - curing

establishment.,

In 1932, the first technical innovation was made when  the
drum roaster was intrcduced. Thi was a long cylinder, tilted at
cne end and placed over a furnanf The nuts which were poured in
from oﬁe end, 1ignited &s they passed down the cylinder and
collected at the other end; ready for shelling. This was
followed 1in 1636 by the."Hmt Oil Plant" by which cashew shell
liquid (CSL), 2an industrial raw material, could be extracted.
Industrial wuses of CSL had keen iscovered in the U ited States,
and after successfull trial shipments, ‘an atéémﬁé was made to
prevent the drums containing the liquid from bursting in transit.
The successful resolution ef this problem led to large demands
for the 1liquid, and .the Hot 0il Plant was developed.so as to

extract oil in quantity, without damaging the cashew kernels,

With the development of the export trade, the industry grew
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in size very rapidly. While in 1923, 2000 cases were shipped,
this grew to 1,00,000 cases in 1930, and 6,00,000 cases in 1939.
By 1936-37 there were 20,000 workers in the industry in about 39

large workshops.

VIII

The Second World War ané the run ﬁpto independence

The final decade o¢f the pre-independence period was
- dominated by the Seconé World Wwar. In Madras, the demand that
this generated overwhelmed all other influences which might have
rectarded the growth of capital accumulation: however, in the
absence of any éapital goode industry in the country as a whole,
and with supplies of equipment rationed within the British Empire
there were few chances of the actual growth ©f the industry. The
result was multiplce-shift operaticon and negjlect .0of preventive
maintenahce, but enormous profits were made on the increased
prices and substantial accumulations of mcney capital

(Bhogendranath, 1957: Baker 1984).

The experience ¢f the handlicom industry in the war and post
war years was in many ways the direct off-shoot of the profits
made by the mill indﬁstry ~ expanding demand fcr yarn ccupled
with speculatﬂon, leading tc <normous increasés in prices. Under
such conditions, with capital ever-withdrawing from the handloom
industry, the pésition of the weavérs was such as to create

misery on a s8cale to which the Gecvernment was forced to respond
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(Baker, 1984). It recrganise. the apex cocperative society by
providing greater funds and prcecfessicnal manpower. Through a
process c¢f incremental c¢hange, it gained control cver the
allocation of yarn supplies, and was able to requisition yarn for
its collective weaving centres. In 1944 it took the lcyical step
cf proheokiting the producticn of ncn-standard cloth in the mill
sector, and started the commen production programre. Althougyh
this implied that it was largely the specialised markets that the
handlooms had access to, it reflected a recognition of the
enduring nature of the problem of reconciling the interests of
handlocm capitalists, if not handloom weavers, with those of

textile mill owners.

Ironically, the post war period uptc independence created
the basis for further uncertainity,: for with the return tc peace
time conditicns and the lag in the ability " of  tne mills to
further increase capacity, a lerge internal and er*ernal market
was temporarily created for handlooms. Between 1945 and 1948,
when the mills achie¢ved normal production, prices of handloom

cloth scared, and the Government had to introduce a plethcora of

controls to keep comestic prices of handlcoom goods in order. By

“the time of independence, there .as a closc organis.:.tional nexus

between handloom capitalists, ancd the Government of Madras.

~Significant diversification; of the, economy seems -to have
taken place in the princely states. In Mysore, a determined
effort was made in the late 1930s to establish an automokile
manufacturing unit in ccllabcration with Walchand Hirachand, c¢ne

of the pioneers of the Indian shipping industry (Hettne, 1978).
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visveswaraya acted as agent, and negotiaticns began fcr a joint
venture with the Mysore Government, after the Government of

cmbay refused to allow the project to develop there. The
opposition criginated with the Government of 1India, which
ohjected to rescurces beiny vtilised for such a project when the
war situation demanded a different set of priorities. However,
the chijecticn conld also have keen due to tha: fact that American
capital; nét yeé diverted to the warheffort, was to  provide
support to the project and-establish a bridge-head in the Indian
economy., The alicnation 2£f the administration hc¢aded by Mirze
Ismail from the State Congress, and Ismail's personal lack of
rapport with a new Maharaja allowed th: Gevernment of India to
intervene, change the Diwan and convert the project intce an
aircraft manufacturing cne. This factory which manufactured U.S.
designed aeroplanes during the war, was taken over by the U.S.
Air Force and later reverted to the Government of India in the

post-war period.

The intervention of relatively larger Indian capital from
the 1Indian Presidencies was also seen in the invitation (ky the
Mirza 1Ismail regime) tc¢ Kirloskars to set up a factory at
Harihar, which was to make machine tools. 1In Travencore, dJduring
the mid 1940s, it was immigration cf capital frcom British 1India
which was responsible for diversifying the eccnomy, 1in technical
collaboration with U.S. or British firms (Das, 1979; Mahadevan,
1888). Fertilizers and Chemicals Travenccre (FACT) and
Travenccre Rayons were two such'firms; In addition, capacity in

aluminium cables and cement was established.
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The coir industry also grew rapidly. In 19238 thefé were 249
coir manufactories in the villages, as compared to 41 in Alleppey
itself: by 1944 thesce were estimated tc have risen to 314 and.46
respectively. Ahout two-thirds cf the workers in the industry
were by this tiﬁe located in rural arecas.

Althouch in Cochin the crir industry played an equally
important role as in Travenccre, the fibre was of poorer quality,
and the firms specialised in the manufacture and export of vyarn
and ropes (India, 1945 a). While the yarn was spun by hand cr Ly
spinning wheel at home as in Travencore, rope making had a
specific technology. =~ The machine used, known as the Junk,
employed about 30 people. By 1944, tnerc were about 15 rope-
making firms with 50 Junks in all. Export of rope was mainly to
" the Indian ports of Bombay, Kathiawar and Karachi, while Calcutta

and Rangoon imported yarn and prcduced the rope.

During the initial stajges of the war coir exports rose, but
with shortage of shipping space and increasing control by the
axis countries of the traditicﬁall markets, the industry was
almost forcead to closg dcwn . The Governments of Travencore and
Cochin took wup the matter with t“he Goevernment of india, anql
secured orders for ncw uses cf coir for hunitions purposes., In
fact, by the end of the war, shortage ©f competing fibres led to
an appreciable growth ip the demand fcr coir, and the Government
introéuced price control. The situation continued: to be
Adifficult for coir matting manufacturers in Cochin, as yarn of
adequate quality had to be imported from Trévencoreo These

problems of the shecrtage of supply ¢f raw material combined with
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the war-led demand for workers in Cochin Harour andd airport had
forced the manufacturers there tc concede a time -~ rate based

system of working in the coir matting units.

The lérge scale investment of capital from the British
Indian Presidencies may have been due to the cperaticon of the

excess profit duty, and the generally higher levels of taxation

imposed during the war on firms in the Presidencies as opposed to

the princely statces. There was also positive inducement by the
administrations of the princely states tc capital from outside
the state. 'Mysore and Travencore were major instances of this.
While it was Marathi capital from Bombay (Kirloskar and Ogale)
that went to‘Mysore;  in Travencore capital from the Tamil parts
of Madras Presidency Tpredominated, although here too Ogale
established a glass factory, while there was Gujarati capital in

the rubber works anc in plyw:od. The difference between these

two states lay in the fact that while in Mysore scme attempt had

been made to asscciate local capital with at least the smaller
firms prcomoted, no such policy existed in-Travencorelz. The few
firms established by Travencorean incdustrialists had difficulty
in raising .capital, anl the textile concerns had to g¢ into

partnership with Coimbatore based Tamil capital to survive

(Mahadevan, 1988).

while the war and immediate post-war years were a time for
substantial capital accumulations in mcney form, it was almost as
difficult ¢to translate these¢ into industrial investments as had

been the case after the First Wurld War. The Indian capital

N m— ..‘- - -
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3 13
goods industry was still in a very early stage, and the demands

of post-war reconstruction in the advanced industr’al ccuntries

diverted most production c¢f such gocds to their cwn home market.

The period also saw the grcwing dominenice i the 'largést
business groups, mostly based in Western and Eastern India, over
all other industrialists. A*though the Coimbatore tertile
industry represented a large concentration c¢f production of: yarn
and of capital, even they found themselves subordinated in a
textilg policy geared to the requirements of the predominating
Western India section of the industry (Mahadevan, 1987, pp.l4-
17). As far as the princely states were concerned, this tendency
found its logical expressicn in a series of reports which, on the
integration of the princely states, 1led in some cases to the
integration of the more prcfitable state enterprises with the
large empires built up by the pan-Indian industrialists (Subka

14
RaO[ 1988' pol6) o

i

South Indian industry which, at the time «f indepen:ience,
was showing faint sign8 of progressing to the stage ¢f chemical
based technology, was predominantly based on the producticn ~if
agriculture based consumer goods. Ferroﬁs metallurgy cculd n~t
develop in the absence of suitable coal deposits, 1inspite of tbhe
large scale presence of iron ore. The problems of attempting [«
overcome this handicap were well shown in the example of the
"Mysore Iron Works. In Travencore and Cochin, the absz2nce ©0f even
a medium section of 1indigencus 1industrialists made the
diversificaticn from coir and cashew to modern  industry

precariously dependent on public sector investment, or on the
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slim pcssibility cf attractingj; large capital to a geographicelly
isolated part of the ccuntry. In Hyderalbad, an acute politica

/
struggle against the Nizam's autocratic regime dominated all

cther 1issues until the fermetion of rndhra Pradesh State almost

10 ycars later.

All-in-all, pre-independence industrial development had left

an uneasy legacy fcr post independence Scuth India.
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Notecs

Each of the major jprincely States had a resident represen-
tative or a "political agent® of the Government o¢f Iadia
present in the administrative capital. Relationships between
the Government of India and the ruling princely house were
usually governed by treaties. See Ashton (1982).

For the more immediate purposes of this paper the works bhy
Washbrook (1976) and Baker :"984) provicde empirical support
for Macdras Presidency although their political conclusions
are quite different.

The Nizam's support to the Government of India during tHe

armed revolt of 1857 entitled Hyderabad to special treatmeht,
for instance. See Subba Rao (1988, p.l1l3). However, the facet
that this autonomy was curtailed not only by the treaty
legally framed, but also by the power of the political agent
is clearly shown by Ray (1988).

Dr.Ashok Mitra has brcught tc my notice the need fcr greater
clarity on the qQuestion of relative autonomy of the states.
In the absence of substantial empirical work on fiscal and
monetary management practices in the orincely states, the
proposition must remain a plausible hypothesis

An interesting case is that of the Gujarati capitalist Haji
Ismail Sait, in Medras. He was given the all-India
distributcrship oOf Binnys yern when the Buckingham Mill was
established, and a place on the Board «f the Carnatic Mills
subsequently. However, by 1903, there was artagonism with
Binnys cver the dealership of imported kerosene, and this was
compounded by the takeover Ly Ismail Sait of the Arbuthnots'
industrial concerns in 1906, In 1913, an offer to buy the
Chittavalsah jute mill, made Yy Binnys, was rejected !y
Ismail Sait and Binnys set up a rival mill nearby (DeSouza,
1969). It would appear that the Ismail Sait family -«
powerful enough to require the combined cpposition of Binnvs
and Pierce . Leslie, and the connivance of the local
representative in India of the American kerosecr.e
manufacturers, before thes.. British Managing agencies cculid
freely develop their kerosene distribution networks (Langley,
1962).

See Hettne (1978) and Issac and Tharakan (1986) for the cacscs
of Mysore and Travencore. For Madras see Washbrook (1976)
and Swaminathan (1988). . See also Rangaswami (1981).

Other major Jdevelopments in Mysore during the period include
an experimental silk farm established by J.N.Tata to develop
methods of silkworm rearing, microscopic examination of the
seed to eliminate diseased worms and better reeling
practices. The farm was under Japanese management.
Arbuthnots had started a sugar factory near Gonbidnur in

s it wt dhrnaliitibnanede. Sala
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1893, while Gujarati éapital flcated the Mysore Spinning anc

Manufacturing Company in 1883. This was taken over Dy D.N.,
Sirur and Company in 1501, and was later made the base for
their major textile interests in the 1930s (Imperial
Gazetteer ¢f Inlia, 1908; Balkrishna, 1%40).

These wete the Hyderabhad Spinning and Weaving Company (1877),
the Gulkarga Mahbul> Shahi Mills Company (1386), and the
Aurungabad Spinning and Manufacturing Company (1839). The
tectal paid up cagital of the mills in 1909 was Rs.31 lakhs.
The progress ¢f the industry is given below:e

Number of '1880-811 1850-91 1900-1901
Mills 1 | 3 3
Looms 164 343 459
-Sprindles 14958 50713 29465
"Workers 5033 2236 2490

Source: Imperical Gazetteer of India (1909)

For the origins of chemical incdustries in Madras, sce Tyabji
(1990)

- These accounts are taken from the annual reports of the

Department of Industries, Madras, for the years 1920-1937.
They are importamt in that they cover bHoth large scale
industry (textiles, sugar, chemicals) and small scale
capitalist industry (aluminium ware, hc¢siery, matches, o0il
and saw mills and so on) |

‘This sectinon is liased ¢n 3data on the¢ annual statement of the

cotton textile mills in Madlras, sent to the Director General,
Commercial Intelligence and Statistics, Calcutta. Data fcr
the years 1520-21 tc i535-36 have been consicdered. Mahadevan
(1973) and (1984): Baker (198é) and Bhogendranath (1957) have
alsc been used.

In considering the prchlem of resettlement of the Kallars,
one 0f the sco-called criminal trikes, it was suggested by theo
Madras administration that a settlement could be established
at the Madura Mills and the agent of the Mills made the
settlement manager. The mills were said to want as many
Kallar men, with women and children, as posible. BY
aprointing the Maura Mills agent as the settlement manager,
the draconian powers under the Criminal Tribles Act were
transferred to their emrloyers, |

Note on Kilagudi Kallas Ly H.G. Clinch, De¢puty Superintendent

of Police, Madura, dated 1l4. 3 1914 in Madras (1925) .82 and
P.90, I am grateful to "'Mecna Radhakrishna for this

reference.

R e -+ ST T



12.

13.

1l4.

77

It may be ncted that the Pombay Textile  Lab.our Enguiry
Committece ha:? c¢xrressly stated that the Zisciplinary measures
under the Act gpreventel memers cf the community concerncd
from fully participzting in trade union activities, and
recommendled that they shoul?® either ¢ freed from the rules,
or <&lse not Lo employed in factcries. Sec Dembay (1953)
0366,

In Hycderabad, the mcvemcnt in favcur of local personnel (the
"mulki®* rulc¢) was a featvre of the entire periol under
consideration. However the .efinition scems t« have changad
according to the composition cf the ruling ccterie at any
pecint of time (Leonard, 1978). See alsc Ranjana Printers
(1968).

For the ca2se of the textile machinery industry, sce Kirk and
Simmons (19234).

The reports werc written at the request of the Ministry <¢f
States by Kesturbhai Lalbhai, the prominent Ahmedabad textilc

millowner. While wprivatization tcook place in the case of
Hycerabktad, 1in Mysore no cCecision had been taken. (Roldwin,

1959, .46 fn., D.57). ' The report fcr Travencore was
published in 1951 (Mahadevan, 1983, £n.16).
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