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ABSTRACT

e o R D e S S D M S S D - — o

THE DIVELOPMENT OF CAPITALISYM IN INDIA

T s T e - A - —————— —— -

At the time of Independence in 1947, the structure of
Indian industry differed very markedlv at its upper and
lower reaches. Vhile concentration of capital had already
reached givanced levels, widespread industrial activitwy
took place on a precapitalist basis in the hands of small
producers. These producers consisted both of those producing
for the market (commodity producers), and of the village

craftsmen exchanging their produce on a traditional basis.

In the post independence period, when faced with such a
situation, the Government was required to take sbecific steps

to "modernise" these P(R Copitalist structuresof production;
this was an important preconditio® gop 1he continueA Jrow th
of tha cgpitalist market. By encouraqin?'Ui,gqﬂwth of the
small commadity Droducers to caPitalist manufactuce aWA-SNAQ5
factory production, a substantial market could be generated

both for machinery, tools and raw materials, and the wage

goods produced in large factories.

The economic rationale for policies which embodied these
specific steps was generated in the course of the nationalist
movement. The pre-independence Government of India, larqgely
a bureaucratic instrument for the fulfilm=nt of imperial
policy, in the respons2 to the demands of the urban educatead

unemployed, initiated a few wmeasures which amounted to support
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for tha small capitalist stratum. At the same time th=
Nehru variant of "democratic socialism" was advancing
towards a specific role for small capitalist industrialists

in its vision of industrial developmant as a whole.

Hquevé:; this logic§~as couﬁﬁered by Ehe chio-political
argumeht in favour of continued protaction to small commodity
producers wpich’emerged iﬁ the formhof the'Gandhian approAach
tow ards smqll industry. iho Géndhian approach,‘ﬂhi~} e -
sented tHé'interests of bdth'the éﬁali éqricultural and
industrial proﬁﬁééf, gaineé ; subétantial éﬁouné of prestige

as a-result of Gandhi's influence on the national movement as

a whole.

In the period befors ind=zpendence, the large Dndﬁh~v
industrialists alsc appeared to be in favour of tﬁe Ganchian
approach bzcause their major fear was the Nehtuvién'approach
to large scale industry. Neshru's strong advocacy of a
dominent public sector essentially created by the nationali-
sation of private sector units was a direct aﬁtack on their
intarests; and the creation of an sxpanding home market by
the development of small capitalist units would have had no
appeal to them if their ovn units were to be nationalised.
Almost so as to complete thez circle, they'woﬁld-probably
have favoureéVthe imperiﬁl,GoYernment's post Second Viorld
War approach to industrial development, which emphasiscd
Staté "control" oﬁer specific‘industries so as to coordinate»
developmental activify, and large scale prbvision-of-credit

-and infrastructure.
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The set of policy measures which w2 define as the
Indian Small Industries Policy, and the integration of
thes= measurzs into the plans of economic dev=alopm=nt
after indep:nd:nc=s, werz the results of the interaction
bztwean thase varying conceptions of the industrialisation
process, th»> specific degree of concentration and centra-
lisation of capital in the economy, anil th2 specific
administration structurse in the country:; 3although this
had evolvzad in accordance with the requirements of g=neral
imp=rial policy, it was in all essantials retained in the
post indep-2ndzancz period. In ths work that followvs, we
have attempted to trace the form of this interaction and
development and the results it has proluced, in tha period
ranging from 1919, when Gandhi entered th: nationalist

movamant, to th2 later h3lf of the 1970s.

%k ok ko
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INTRODUCT ION

S D Gt S T > D WS W D A e G ) B S A N e o o ——— -

At the time of indepandence in 1947, the structure of
Iﬁdian.Industry differed very markedly at its upper and
lower reaches. While concentration of capital Had already
reached advanced levels, widespread industrial activity
took Place on a pPrecapitalist basis in the hands of small

producers.1 These producers consisted both of those

1. The term "concentration of capital" is used here
to denote the situation where the majority of the
means of production utilised for industrial pro-
duction is effectively controlled, if not actually
owned, by a small number of identifiable "interest
groups". It is similar to the term "countrv wise"
concentration used by the Monopolies Inquiry
Commission in their report published in 1965 (p.2).
Hazari has also used this concept to measure the
share of the 20 largest private business groups in
the Indian Economy, in 1951, and 1958, His results
showed that in 1951, these groups controlled companies
which accounted for 29 per cent of the share capital
of the non government corporate sector (Table 2.3,
pP.40). Public Limited Companies within these groups
accounted for 34 per cent of share capital, and 38
per cent of net fixed assets, of all non government
companies of this type (Table 2.2, pP.37).

In terms of "product wise" or industry wise concen-
tration, the results were similar. M.M.Mehta's
work shows that in the cotton textiles, jute, sugar,
iron and steel, paper, cement and coal industry, the
managing agency system was used by large industrial
interests to control a substantial proportion of the
productive capacity in these industries.

On the other hand, according to the 1951 popula?ion
census, 58 per cent of the work force involved in

" processing and manufacture i.c. divisions 2, 3 and
4 of the Indian Census Economic Classification,
consisted of "independent workers". These worked
on their awvn account, and did not use hired workers.

contd...



producing for the market (commodity producers), and of the

village craftsmen exchanging their proguce on a traditional

baSis.1

In thz post independence period, when faced with such
a situation, the Sovernment was required to take specific

steps to "modernise" these pre-capitalist structures of

The contrast between the two extremes of the indus-
trial structure ar2 evident from these sets of
figures.

See, SGovernment of India, Report of tha Monopolies
Inquiry Committze (Delhi : 1965).

R.K. Hazari, The Structure of the Corporate Private
Sector (Asia, Bombay : 1966).

M.M. Mehta, Structure of Indian Industries (Popular,
Bombay : 1955).

C~nsus of India, Paper Ho.I of 1960 : Tconomic
Tables of Reorganised States - 1951,
Census, (Register General, Dz21hi
1961) .

1. A survey undertaken by the Planning Commission
as late as 1955 showed that 35 per cent of the
401 artisan or craft households in the sample
worked on a customary payment basis. Scze
Government of India, Planning Commission, Programme
BEvaluation Organisation, Study of Village Artisans
{New Delhi =« 1956).
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producfion; this was an important precondition for the
continued growth of the capitalist market.,l By encou-
raging the growth of small commodity production to capi-
talist manufacture and small factory production, a
substantial market could be genarated both for machinery,
tools, and rav materials, and the wage goods produced in
large factories.2

. . — > e . oS > g0

-1, According to the Taxation Enquiry Commission,
the "imputed value" of total consumer expen-
ditura was 44.6 per cent in the rural areas and
36.9 per cent in the country as a whole, in 1952.
Thess figures vrovide some evidence for the
extent of the "non-monetized" sector of the
economy, and a rough indication of the wvolume
of the damand potentiaglly available for wage
goods. Although comparable data on investment
in the precapitalist industrial sector is not
available, it seems logical to assume that the
major part of the instruments of production, and
rav materials, would be supplied from local
sources. Transfer of even a part of thes work
force in this sector into capitalist enterprises
using modern means of production would enormously
increase the demand for factory made instruments
of production. :

See, Government of India, Ministry of Finance
(Department of Tconomic Affairs), Report
of the Taxation Enquiry Commission 1953-54,
Volume 1 (Delhi : 1955) pp.65-66,

2. This formulation of the problem of capitalist
economic growth, and the role of industrial
development within it, is essentially based on
the model used by Lenin in his analvsis of
capitalist development in Russia. There are,
of course, other theories of economic grawth
within “dual economies', of which thas following
are perhaps the most distinctive:

W.A. Lawis "Economic Development with Unlimited
Supplies of Labour". The Manchester School of
Economic and Social Studies XXI1I (1954), 2.

contd. ..



Within this context, three sats of questions arise:

(1) What was the response of thes govarnment to this
situation, in terms of policy, and how did thesez
policies evolve™

o D " . G U — T — "

G.Myrdal Economic Thzory and Undzardevalop2d Regions
(Duckworth, London : 1757).

J.M. Boeke Zconomics and Fconomic Policy of Dual
Societies (Institute of Pacific Relations

Hew York : 1953).

However, our major purpose in thz2 work which follows
is to attempt an explanation of the actusl forces
that led to thza desvelopment of a policy to ancouraga
small scale industrial production, and the wav this
was integrated into an ovarall plan for sconomic and
social da:velooment. It is quitz likely that within
this concrete historical background, none of thzse
lattar models, postulated to explain the parameters
determining economic grorth in "backward countrias"
in general would fit the Indian case.

In fact, in his survey of literature on small entzr-
priszs in India, Douglas Fisher com=s to the conclu-
sion that:

ees.. While the overall approach of the Indian
plann=rs iscast within thzs Harrod-Domar framework,
cmphasis on small sized units is best explainaed
either in terms of a model of absorbtion of exc=ss
unemployment (Jefensive) or in terms of creating
diffusion =ffects to strengthen the economic base
of the cconomy (offensive). It will be clzar....
that somz such processes as thesc underlie most,
but not all, of the efforts to rationalise the
strong emphasis on small size, where their superior
efficiency cannot be established.

D. Fishar "A Survaey of the Literature on Small Sized
Industrial Undertakings in India" in B.F.
oselitz (%d.). The Role of Small Industry
in the Process of %“conomic Growth {(Mouton,
Th: Hague and Paris : 1968). /BEmphasis in
original/ Lenin's studv is The D-=vzlopment
of Capifalism in Russia (Proaress, Moscows
1964) .




More specifically, policy tovards the v
“small producer” would need to be integrated
with broader policies for sconomic development

as a whole, that is, with a strateqgv of capitalist

development.

The questions to bz answered are ther=fores the

following:
What was the Indian'strategv of developmant?

What was the role for the "small producer®

within this strategy™

Hov did the strategy and the role of the small

producar within it evolve™

(2) How can we conceptualise the "small producer"
so that it may be possiblza to monitor the
effects of policy measures™ Is there a framc-ork
within which the small producer may be located so
that different stages of svolution are clearly

marked?

Can we distinguish batwesen cavitalist and pre-
capitalist forms of production on the one hani,
and betwesn the small capitalist and other

capitalist strata on the other™

(3) Within this conceptual frame, what were the

results of government policy, and of the



general strategy of grosth, on the small

pProducer?

Can we use the evolutionarv framework to identify
the state of evolution of the mass of small pro-
ducers at two stages of time, so as tn see th=

results of the strategy™

In th= work which follows, it is the first set of
gquestions outlin=d above vvhich is the primarv focus of
attantion. The other questions form subsidiary parts,
2laborated to th= :xtent to which it is considered nsces--
sary in ordar to clarify the ansers to the Prifmary
gquestions. It is for this reason that in the n=2xt faw
pParagraphs, wa szt out the framaswork for thess vrimarv
questions, befor: describing thes contents of =2ach chapte-

in Aetail.

The socio-political rationale for policies which
embodied these specific steps was generated in ths course
of the nationalist movement. Thevore—independence F0varn-
ment of India, largely a bur:aucratic instrum=nt for th-=
fulfilment of imperial policy, in its response to the dsmands
of the urban educatzd unemploved, initiated a few measutes
which amount:d to support for the small capitalist stracum.
At th2 sam2 time the Hehru variant of 'democratic socialiism’
was advancing tovards a specific rol- for small capitalist

industrialists in its vision of industrial development ~s a

whole.
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However, this logié was countered by the sécio—bolitical
argument in favour of continued protection to small commodity
producers which emergzd in the form of the Gandhian approach
tovards small industry. The Zandhian approach, which repre-
sented the interests of both the small agricultural and
- industrial producer, gained a substantial amount of prestige
as a result of Gandhi's influence on the national movemant

as a whole.

In the period before indepandence, the large Indian
industrialists also appeared to be in favour of the Gzndhian
approach because thz2ir major fear was the Nehruvian approach
to large scale industry. Nehru's strong advocacy of a domi-
nant public sector essentially created by the nationalisation
of private sactor ﬁnits was a direct attack on their interests;
and the creation of an expaﬁding home market by the development
of small capitalist units would have had no appeal to them if
their own units were to be nationalised. Almost so as to
complete the circle, they would probably have favoured the
imperial Government's post Sgcond World War approach to indus-
trial development, which emphasised State "control" over
specific industries so as to coordinate developmental activity,

and large scale provision of credit and infrastructure.

The set of policy measures which we define as the Indian
Small Industries Policy, and the integration of these measures
into the plans of economic development after indepandence, were

the results of thes interaction between these varving conceptions



of the industrialisation process, th=: specific degree of
concentration and centralisation of capital in the economy,
and the specific administrative structure in the country:
although this had evolved in accordance with the requirements
of general imperial policy, it was in 23ll1 ~ssentials retain=d
in the post independence period. In the work that follows, wa
have attemptzd to trace the form of this interaction and deve-
lopment and the results it has produced, in the period ranging
from 1919, when Gandhi entered the nationalist movement, to

the later half of ths 1970s.

For this purposz, the thesis is divided into four parts.
In the first part w2 set out the basis for understanding the
developments in the fizld of small sciale production by zlabo-
rgting in the first chapter the procoss of =volution of an
' ihdustrial capital, Thz features distinguishing this form of
capital from merchant and usurer capital are identified, and
the specific social forms of organisation which personify
industrial capital are described and illustrated with resf=rence
to Indian data. Distinctions are also drawn between capitalist
and precapitalist forms of industrial activitv, and population
census data arz used to demircatz these two forms of activity

on the criterion of the predominant usa of wages labour.

In the second chaipter, we use the concepts of concantra-
tion and centralisation of capital to demarcate the small
industrial capital from other strata of the capitalist class.

We devnonstrate that the legal forms of organisation such as



ths proprietorship, partnersnhip, and public. and private
limitaed companies represent increasing lzvels of centrali-
sation of capitals. The correspondence betveen this
hierarchy and the usually accepted ons based on the size of
tha capital in question is dISO brought out. The distinction
based on legal forms cnables us to Plac: capitals in the
bierarchy relativsly easily, though ths existence of groups
of enterprises under comaon control requireé our cgriterion

to be used with som2 care and knowladge of these connactions,

In the third and fourth chipters, which constitute tha
second part, w2 analyse the structur:s of sevaral iniustries
in which units of small size przdominated. Wa conclude *=hat
at the beginning of the period praceading the formulation of
the Shcond Five Year Plan, the system of commodity produztion
subordinate to merchant, and soma2times to usurer capital, was
the predominant structure in these industries. In specific
cases, in particular in the handloom industrv, cases of
"karkhanas®™ in which the capitalist had risen from the ranks
of tha producer wera also to be found, though heres too tha

raw material and marketing networks wers dominated by merchants.,

Within the theoretical framework providad by thes first
part, and the empirical base providad by the analysis of tha
second part, the third part =xamines both the =volution of
the small industries policy and its development. In thae
£ifth chapter of the thesis and the first of threc chapiers

in the third part, we examine the way in which the desvelopment
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strategy to b: follawed by tha countrv after independence
was refin-d and 2laborated in the cours: of ths national
struggle. Thz dev:lopment of the conc:pt of planning is
describzd, and the positions on planning takz2n by wvarious

strata and classes articul vted.

In th2 next chapter, thz2 two other historicil components
of the policv are analysaed. Thase are th2 influsnc: of Gandhian
thinkiny: and th:> measure taiken by the Government of India to
combit educated unemployment through the sncourijem:nt of
small scale units. Although thesc =2fforts w:re feable, they
were rasponsible for creating a climates in which small scile
production w1is 1 recognised activity, and wer: influential

for this rzason.

Ind:»~ndance and the formalisation of the Plainning proc-zss
led to the int:gration of these threads, and to thz struggle
batween th: "modarnisors®, and the more traditional 3andhians,
ovar the spcecific role of small scalz vroduction units in a
long term view of the economy. Circumstinces which we =3nalyse
in some detail in Chapter VII, led to the implicit rejection
of the 3andhian approach, in its substince, and torsards
m=2asures to encourage the modernisation of small units ilready
oxisting; and to the injoction of naw small units into the
injustrial szctor. The Gandhian legacy continuzd in thz2 form
of the Khadi 3ind Village Industries Commission, which was
empawered to grant financial 2id to units registercd with it;
but the Commission remained aloof from official policv formu-
lation and was therefore unabl : to protect the markets of the

industries in its care.
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In the fourﬁh-and final part of the thesis, we attempt to
ma3asure the results of the Small Industries Policy, and the
impact of general ceonomic development, on the gravth of the
small scal=z scctor. Wa do this in Chapters VIII, IX nd X.

As official data largely follow tha distinction Eebneen those
units which itz exempt from the provisions of the 1948 Indian
Factoriss Act, and the officiaily registared "factory" sactor,
W havz had to follow suit., In Chapter VIII, ther:fora,w=
mako use of National Sample Surveys, and the data in thz
Economic Tables of the popul-=tion c=nsus to axamins chanaozs in
the precapitalist and smallar capitalist units in the unregis-

terazd sector,

The ﬁational Sampla Survey data rafars to tha unragistered
szctor as a whole, and it is not possible to break down the
data into the pre-capitalist sector on the one hand, ancd the
small capitalist ssztor oh ths othdb. HB#EVEE, od the whdle,
we find 3 decline in unregistered manufacturing activity on
th2 basis of the surveys, and an analogous decline in employment.
However, as the fall in employment is proportionately 1238s than
the f£all in tha numbsr of households undertaking manufacturing
activity, thers appears to be a small increas= in the workforce

per manufacturing housshold.

The population census data, which we analysn with due
regard for conceptual changes, ra2fer only to the houscehzold
or precapitalist sector, and hzare we find a very sharp fall

in employment. What is of significanc: is th= fact that the
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proportions of hired and familv labour remain alm-st tine
samz inspite of this large change in th: total numbz=r «f
workzrs. This would imply that thar: M3s bzen 3 cl:aLcuc
d2structicon of houschold manufacturing activity, with wanv
units bncoming dofunct. From thas. results we miv conclul-z
that Precanitalist producrrs, to be found within th- ranks
of th: hous:hold units, have dceclin:d in :conomic activits

on an 1bsolut: basis.

Haow2vaer, whan we turn to the capitalist or non-hous .holcd
sector as 1 whole in Chapter I¥, thar= is 3 comvpletelv Ai<f . -ont
pictur:. DIEmploym:nt in this sector has increascd supst-atially
by 27 lakhs. Breaking dowr the canitalist secrtor intc th:
reqgistred faictory subsactor, and the unreqiszarad suks-ztor.
by the use of Factorics Act dati, ve find that thcugh th- sharo
of employment in tha unregiszered subs2ctor 3s a whol: has
increiased, in wmost individual industri=s, its provorticiy has
dzclin~»d. Thus 2ven in terms of shirz of emplovm=snt, tr2

larger units in 2n industrr dominate.

irithin the reqist=zrsd factory sector, we find th-* t -~
small 3nd medium smAall capitals, as definzd in Chaptz7 II
have besn larg:ly able to retain th:ir strangth vis—a--vis
the othar capitalist strata. Vic find that the smallar
canitils havz mianaged to rotain their share of fixed capi:qlﬁ
valuz added and output, and have actuilly incr-ased thair

share of tha work force sucstantially.
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Finally, in Chapter IX,\&e 2xamine the graorth of the
home market in terms of the grovth of unité making us2 of
modern anz2rgy sourcesS. We Dresum: in this exercise that
units which make use of théSe sourczs are likely to use
"modern” means of production. Ws £ind that by 1971, a large
pProportion of =2v:in those units which zmployed-less than 10
pPersons werz making use of clectricity or liquid fuel., A
substantial market for modern inputs and machinery must

therefors have been crczatad.

In . Chapter X, which concludes the main body of the
-th=sils we considzr asp=zcts of the small industriss policy
spacifically concerned, in our viaw, with the problesm of
daveloping naw capitalist entreprenzurs: and in d:fending the
pProgrammas against asntry by ineligibls persons and financial
intzarests., We 2xXamine the issuns of an appropriate definiticn
for small scale units, the common r=ssponsz to this by entra-
pran=urs who “split" their units, and th: controversy ovar the
ancillary development programme. These are "all issuss reguiring

>

a sociological invastigation and we are unable, on the basis

of the avidance available, to reach a firm conclusion about

[ 5

the success of this aspect of policy. It does, howavar. szem

to us that thz base of asntrepreaneurship has been subst~ntially

-

widenad by the combinced operation of the programmzs and of

more general forces at work in the sconomy.
The strengthening of capitalist structurzs in ‘the
course of capitalist development, and the destruction of

precapitalist production, are both featuras which are
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obvinusly r :13t:d to th: Drocess of plann:d dszvalcom n: ir
the Indian contaxt. Harsver, it is 27vually unsurprising

that in th: late 1970s, under th> iegis of the Gendhian
il:ologyy proclaimad Ly th2 Janata Party, there should have
b-:n 3 r:surgence of d:bate about cth: conteant of small
industri:s policy. Our conclusien in Chioter XI, narvor.

i3 that vvhile some important points wosr2 raisad in this
d:bate, ctive support to the smill commolity produccie 1133
L2:n sho'n by experience to be infzasible. Th: vaery rapid
collaps: of thza Gindhian point of viar and tha strerngroitara-
tion of th: pr:vailing ideoloys of canitalist dqvelopmenc in
the latest, 19890, Industrial volicy statoment would 3op:3r to

provid: froesh 2vidznce of the inf :agibilits of »rot:cting

[
—

Pr2cititalist structur s ajainst th: forces of ecapicAalis:

dav-lopment.

It would =~7pear, then, that th: ansraer to the quastion of
whethar th: small industrizs policv has beaen 1 succ:ss. can Lo
satisfactorily answered only in relation to the logic ¢t
capitilist daveclopment. Within this logic we would expect tha
nolic7 to encrurage small catitalist proiuction which, as we
have seen, h~s besn achiovad. To expact the policy to sugport
small commodity produc:rs, and ther=for:s to run against th=2
lojgic of th. diff:rentiation of thes: préducers, or their
vhol.:s3l> prolatari-nisation, would b2 to misresad the varv
lojic of cxitalist dovaelopment.

wEk.okkwk
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'ﬁ., CONCEPT AND THE ORIGIN OF AN INDUSTRIAL CAPITAL
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1,1 Introduction

T " ——— " — ot

Mark had 1aid the basis for a sociological study of
capitalist society in the first volume of Capitalel' Social
Processes which werz observed in such a society could be
understood, in his vizw, only in relation to the fundamon tal
social groupings which arose from the economic basis of the
society. These fundamental groups war=, of courses, the
capPitalist class as a whole on th= one hand, and the working
class on the other: and the Sﬁﬂﬁgiigﬁ between ths two groups
'oriqinated in the fact\that th2 cavitalist class, as the
personification of capital in ths form of the means of
production, had monopolv control ovear the onportUnivzﬁs open
to the working class for its awn reproduction, In otcher
words, tha working class had no other access to sources of

1. Xarl Marx Capital, Volume I (Prograss, Moscow:nd).

As we have pointed out in the introduction, the
questions we shall attempt to answer in this work
concarn the nature of interaction between social
forces, specific policy measures introduced by
the State, and the eavolution of the industrial
Istructura., Thes= are ess=entially.questions of
political economy, defined by Lenin as follows:
It is not with "production" that political
- economy deals, but with social relations of
men in production, with the social system
of production. Once thess social relations .
have bzen asczrtained and thoroughly analzsed,
the place in production of every class anc
consequently, the share thev get of the national
consumption, arz therzby defined.

V I Lenin The Davelopment of Capitalism in Russia -
(Progress, Moscow:1964), p.63 /Emphasis in original
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livelihooi than that offared to th-m by caritalists, in
return for thz “ransfsr to capitalists, of »roprietory

rights ov:r th~ir libour powar for 2 sp2cific duration.

Howev:r, th: intagonism between the two classzs did »ot
originate in the mare doedendonce of the working cliss on the
capitalists for their sourcess of liv:1ihood; for in fact the
capitalist 38 capitalist is equillv den~ndant on th= working
class as the cr=2ator of the material =lemsnts nacessary for
his own rebroduction. In Marx's vords:

Capital presupnos:s wange-libour and waga-1labour

Prasupposns capicil. On2 is 2 necessary condition

of thz other; <they mutually call ezach othar into

sxXisktencn. '

The crux of tho conflict lay in the nature of th= commodity
ransaction vther2bv th2 variable componant of canital was
exchanjad for the us: of the hir.:d labour oowar for -~ sezcicic
duration. The terms of the contr=ct did not lay dor/n £.aC ch:
duration wvas to be such that thz worker préduced cormocditins
of value equal to his wage, which was presumed sufficia:nt “or
the reproduction of the worker considered in a3 y=neric serao,

Th= duration of th~= vvorking dav was fixed by forces essanili-llr

1. Karl liarx, Capital, Volume 1 (Proqgress, '“oscor - nd)
fn 3 p.542. Marx 3lso retz2lls the storv of [1r.P2e.,
who took £50000 3and 3000 working class p=rsons ZIrov
Ynyland to australia in the expact-tion that anx
individual =nterprise could be 2stablishesd in sus+r-2l7-
irrespectivz of th2 socio-economic formation thore.
On arrival in Australia, P2el found that 1ll his
workmen desert2d him, lzading Marx to comment i3t
Peecl's chroniclar v as foreced to rzalise that “cmvicnl
is not 3 thiny but a social relationship batwaz=n
persons". Capital, Volum: 1, ».717.
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differen+ such ac the ability of the working élass as a
whole.to limit the numbér of hours, esither through collective
action or, as happened later, through legal enactments by

the State. In any case, the extension of the working day
'be?ond a point necessary for the worker to reproduce the
“Qalue{of his labour power was necassitated by the need for
creation of Surplﬁs value, which wvas requlred by the capitalist
class for its personal consumption. In the process of
2xtended reproduction, the surplus value was conceived as
consisting of wo parts, the additional part utilised by the

capitalist class for accumulation, or productive consumption,

Thus the two classes were antagonistic because of the nature
of the social relationship betwezn them and the conflict

ovaer the avpropriation of the wvalue creatad. The attemptis

by the working class to increase its share of this value led
to struggle which was the principal alement behind the dynamic
forward movement of capitalist society, -through the prccesses
of capital accumulation; but concurrently, the axperiences
gained during the struggle would lead the working class to
greater consciousness that only by the overthrov of the
capitalist social order would thev achieve a society free of

exploitation.

- e s - — — — —— o g

In the analysis of the capitalist mode_of production, the
individual capital was the core unit of the capitalist cocial
‘system. Thes capital in question was linked to other capitals

bv economic r=lations through the.processes of/ capitalist



competition; by tachnical relations due to the St ..jific
technolojy emboiied in the m:ans of »roduction at its

command, and by social relationships through the mediastion

of personil r=lations of the capitalist class itself.

Fowevar, 3all thesez relationships were organically bas=d on

the fact that th- concon:iratzd ms2ans of production in quescion
took tha form of cavit=l: "a larnger or smaller concontration
of the means of rroduction with 1 corrasponding command ovar

. 1
3 larger or smallzzr 1aour army."”

In the presenc <hartz2r, we arz concerned with 2labor-ting
this concept of 1 capitil, for our purpos= is finallv to

identify characteristics vhich cnuld help to locats the

8]

forms in which industrial capitals exist within thz Ind. .

soCial formatior.

It is precisely thz need to isolate industrial chrit l=
from other forms of caritals that requires this dev=2lcp-2nt
cf the concent of 31 capital. PFor in the Indian social
formation ther: are 2conomic activitizs which industri-i
capritil has not vet subordinated to itself, Surplus

extraction in thrse cases may take place through domini:tio~

1. Karl IZarx, Capital, Yolume 1 (Progress, 'loscar:rd)
p.585. Cf. "... the size of plant is a compoura
of capital ni labour which are in it combined as
factors of Droduction." W, Baldamus "Mech=3nisa:’or,

Utilisation, and Size of 2lant" Economic Journ=>
LAITITI (1953), 1.




by merchant or usury capital, or as Marx put it, through

th2 formal subvention of labour to capital.l This is 1

question to which we shall return in a later chapter, on

the basis of concretz evidence of surveys of small scale
production: in this chapter we ars conczarnad with capitals
thch are industrial capmitils i.z. where tha real subvention
.of labour has takan Dlace, We ars thersfors concentrating

"on those capitals for whichs

.. onnOot only the appropristion of surplus wvalue, or
surplus product, but simultansously its cr=ation, is

a function of capital. Therefore with it the capit=-
list character of production is a necmsssity. Its
axistence implies the cla§s antagonism b=2twazn capitz-
lists and wages labouresrs.

The largz2r reason for distinguishing industrial from
other forms of cavital is provided by Marx in the immediately

follow ing sentence:

To the extent that it seizes control of social
production, the technigue and social organisation
of tha labour Pprocess are revolutionised and with
them the =2conomic-historical type of sociaty.

1. This aspact iz discussed by Marx in the Chapter on
Absolute and R:2lative Surplus Value, ‘in Volume 1.
Sea also the appsndix entitled Results of the
Immadiata Process of Production in the Pelican
edition of Volume 1 of Capital (Penguin, Harmonis-
worths1976) .

2. Xarl Marx, Capital, Volume 2 (Progress, Moscow:1771)
p. 57.

3. Capital, Volume 2, pP. 57.
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Identifica%ion o° the strenqgth of industrial ca»itals
is therefor: 3 n:cnssary stev biefor= thz2 relative strangth
of th= capitilist mod: of production (vhither in inAustry
Oor in agricultur:) may be dat:rmined, and 3s we are concarn:d
vith th2 devalopment of capitilism in industry, we noad £o
invizstigate th: ©rocess by which sociil production in this

spPhor @ bzcome:s dominated by the urge to cr=at: surplus values.

1.3 Tn: Qrigin of the Industriil Capital

Th2r2 ara thr2e related asvects to the procmss of
evolution of an industrial capital. ™he first is th= accu-
mulation in th2 form of monev, or of commodities, of sxchanqge
value sufficient to cater to the requirem=ants of advancing
both constant and variable cawital. Th=s second is the
evolution of the "collective working organism" which is *he
form in which the industrial can»ital actuallv exists. O0O-lv
vhen a mass of value finds expression in thz collective
workingy organism of a carnitalist type, do=s the mass in

r 4
guestion becoms an industrial cavital. Conversely, as ¥z
nointed out earlier, the defining <haracteristic of an
-
industrial carital, that of creatin?y surplus wvalue, vVostul=zates

the existence of a vorkiny organisation embodving the worker-

capitalist antagonism.

The jJenesis of the capital, i.s. the process of accumu-
lation which takes vlace outside the sphare of capitalist

production occurs in two wavs. The first is through the
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grow th of merchant capital, which creat=s a ronle for itself
through the s=2paration of the circulation process from the
exchanqing producers at either end,1 The merchant accunmulates
through the exchangs of néh-equivalents, buyinq.cheap and
selling dear. The second method of accumulation takes place
with the transformation of the individual producer of use
valuss, through the transitional stage of commodity vroducer,
to that of capitalist entrepreneur. In this case thes accumnu-
lation takes place concurrently with the evoiution of thea
production organisation itself, so that the two aspbescts of the
deva2lopmeznt of aﬁ industrial capital procesd organicallvb The
surplus produdtxvhich forms.the basis for accumulation is
generated in this case througﬁ increasing productivitv, which
reduces the neéessary labour time for the production of :the
commodities in gquestion below the socially detoarmined labour

time.

The third aspect of the devalopment of aﬁ industrial‘
capital is the continued application of the accumulatesd
exchange values to the process of production. In esseance
this is the defining characteristic of industrial capital

seen from thes point of view of ths circulation process:

The tvo forms assumed by capital value at the
various stages of its circulation arz those cf
money capital and commodity capital. The form
pertaining to the stage of production is that

- — T . 5 = — ——

1. Marx discusses this process in Capital, Yolume 2
(Progress, Moscow: 1971) p. 328. -

" THESIS
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oI vroluctive cavitil., Th2 cavital wvhich 2ssumas
thes» feorms in the cours: o7 its to%3l circuit an-
than l2scards them and in 23ch of them parforms

the function corresponding to the »articular form,
is industrial capital, industrial h=r-> in the s=ns:z
that it compriseslev:ry branch of industrv run on a
cAanitalist basis.

L b

She third aspect is then the actual uss of the accumu-
lation of wialu» in the nrocass of nroduction. For jlarx,
the transitior of merchant capital to industrial capital
w733 a £ir less revolutionary wroc:ss than th2 dAirect increase
in the viluz accunulat:d aradually in the pProcess of production.
Zomparing thes: o methods of the agenesis of industrial

c1Pit3yl he wrot-s

Th=2 transition from th=2 f£2udal mode of production
is twn fold., Thz producer becomes mer<hant and
ciritalist, in contrast to th: naturil agricultur=l
aconomy 3and the quil” bound haniicrafts of tha
maedizval wrban industrizs. This is the r2eally
r2volutionising pith. Or els=2, the ma2rchint 2s5ta-
blish:s dirzect s7=v over production. However much
thig s:rv:s historically as a stepping stone....
it eannot Ly itszlf contribute to the ov:rthrow

of the old mode of production, but t=2nds rather tc
praserve and retain it as its »recondition,

As our purpose is to estimatz the extant of develorm=nt
of industrial capitals, we have n=crssarilv to examine thessa
sccumulations which have "direct swav ovar mroduction®,
whether they havs agrovn throujh thz "revolutionising' mroc-zss
or not. "= will therefore discuss the process of this

transformation in greater dztail.

- —_— — T - >

1. Canital, Volumz 2, w. 50

2. Capitsl, Volume 3, P. 334
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In his work on the dev:lopment of Russian capitalism,
Lenin had further worked out the process by which industrial
activities werz first separatad from'aqriculture,_and then
bacame increasingly specialisad, with division of labour
taking place within branchas of industry, and within indivi-
dual production units,1 The wvalue composing the capital
accumul ated as the division of labour within the branchesas
of industry evolved, and brought about orqanisationél

evolution of the structure of the units within the industuvy.

Six structural stages had bsen idantifisd by Lenin, of
. . . . . 3
which thres wers procapitalist, and thres capitalist.

Starting with natural production where thes family or household

units' non-agricultural raquiraments were individually produced,
the production structurs evolved to include =artisan production
whera sp=cific houscholds might specialisz in items reguired

by the community. The third stags was that of commodity

production on a small scals, usually the mediastion betwecn

1. V.I. Lenin, The Dev:lopment of Capitalism in Russic,
(Progress, lloscow:19567) ., ‘ '

2. Buchanan us=d a scheme involving four stages -
usufacture, retail handicraft, wholesale handi-
craft, and centralised production - to classirty :
various stages of evolution of Indian industry
in the ninetesen thirtises. This scheme is simii-=r,
in many ways, to Lenin's.

D.H,Buchanan, The Development of Capitalistic
Enterprise in India (new _ad.) (Frank Cass,,
London: 1966), Chapter VI,
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produczr nd market ta“inj place throujh the ajencv of
merchant ciIprital. Simple commodity vproduction then devea-

lo2ed to capitalist comtodity droduction through either one

of the £s0 processes described earlizr i.e. =ither the
commodity proluc~r, or the merchant, turniny intn an indus-
trial capitalist, emploviny hired labour vorking on the ra-
materiils and wvith the instruments of labour proviidsi v the

caPitalist.

On the tasis of his analvsis of thz hous= to hours
cansus of handicraftsmen in the “loscos Gubernis, Lenin
reached b/o important conclusions. The first was abont
the replacement of family labour by hired labour as th=

total labour force of the unit increased i.=2. '"Family

. . . , . . 1
cooperation" is thus thes basis of capitalist cooperatior.'

The szcond concernad the ralationshiop between the size of
the capital, and the form in which the "roprietor himsel”

took part in the enterprise:

iTather he himself is a worker, if his capital is
still wverv small, orwhether he gives uD working
himself® and specialises in commercial or entrepre-
neur functions. "One can establish a connaction
batween thz position of the workshop osner and

zh2 numbzr of his workers"” -- we read, for example,
in a description of the furniture industry. "The
employment of 2 or 3 workers provides the proprietor
vith such a small surplus that he has to work alongy-
side of them...\The emplovment of 5 viorkers alr=ady
giv=s tre proprietcor encujgh to snable him to give uD
manual labour in some measurs, to take it easy scm=-

———— - ———— "

1. Lenin, op. cit., p. 355
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what, and to engage mainlv in the last t70 business
functions."™ (i.e., purchase of materials and sale
of goods). "As soon as the number of wage workers
reaches 10 or exceeds this figure, the vroprietor
not only gives up manual labour but practically
ceasas to superviszs his workerse he appoints a
foreman for the purpossz.... He nov becomes a small
capitalist, a 'born master',il

The development of capitalist entreprensur is thersfore
ldqically dependant on extent of the surplus per worker.
Marx had analysad the relationship in the following manner.
He argued that a worker in possession of his ovn means of
production would typically need to work for 3 hours in order
to produce his mzans c¢f subsistence: ths capitalist on the

other hand who makss him do:

Besides these 8 hours, say 4 hours surplus labour,
requires an additional sum of money for furnishing
the additional means of production. On our suPPOsSi--
tion, hawevar, h= would have to emplov btro labourers
in order to liwve, on the survnlus value appropriated
daily, as well as, and no better than a labourer,
i.e.,, to be able to satisfvs his nescessarv wants. In
this case the mer= maintenance of life would be % .
end of production, not the increase of wealth; but
this latter is implied in cavitalist production:
That he may live only tvice as well as an ordinary
labourzr, and besides turn half of the surplus-valu=
produced into capital, he would have to raise, with
the number of labgurers, the minimum of the capital
advanced 3 times.

The question which remains unanswered by the analvsis
'so far is why should the capitalist not continue to use his

own and his familv labour, in addition to hired labour, thus

reducing the gquantum of variable capital to be advanced. Tae

- P W S — S o —

1. Lenin, op. cit., p. 361

2. Capital, Volume 1, Dp.291-92
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answer to this is provided bv the demands of coordination

dictated by the work situation:

All combined labour on a large scale requires, mors

or less, a directing authority, in order to secure

the harmonious working of the individual activities.

and to perform the general functions that have their
oriyin in the action of the combined organism, as
distinjuished from the action of its separate organs....
The work of directing, superint=ndinq, and adjusting,
becomes one of the functions of canital from the

momant that the labour under the control of capital,
becomzs cooverative.

Thz2 reason vwhy the capitalist and his familv are gradualls
removed from active work in the production vrocess is thus due
to the nemrd engendered by the scale of operation, of persons
to control and coordinate the production process: in other

words, the elaborate scale of overation requiras the dev=lop~

ment of supervising occupations.2

1. Capital, Volume 1, p. 313

2. In his study of small business in the Unit=d4 Stactes,
% D Hollandesr makes a distinction between "little"
business and "small busin=sss" in a analogous manner.
He says:

Th2 borderline betw=en "1little” business and
"small business" comes as th2 number of emplovees
and the asset size of the fim increase to the point
at which the ovner becoma2s primarilv a "manadger', or
must hire a manager. This borderline is neacessarily
impracis2 and differs with the nature of varticular
businesses. But because of the usefulness of "little"
business as an analytical Jistinction, we will att=mpt
to distinguish it in this study wheresver vossible'.

E D. Hollander et al The Future of Small Businzss
(Praeger, New York:1967) pp. 6-17.

In England, the Committ=e of Inquirv on Small Firms
had, in thair Report, acceapted the distinction made
by Hollander, though thev did not us2 it in analvsis.

.

contd.. .
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We can see that th=2 proportion ofvfamily to hired labour
is an important index of the level of developmant of capitalist
relations, for it captures the essence of both the growth cf
the capital to a size whers variable and constant capital of
sufficient magnituie maylbe advanced; and also the division
of labour betwsen workers and directors of work, However an
important development of Marx’'s analyvsis takes place in the

following excernt.

The minimum of the sum of wvalus that the individual
possessor of monsy or commodities must command, in
order to metamorphose himself into a cavitaliskt,
changass with the different stages of devalopment of
cavitalist production, and is at givan stages diff.
erant in different spheres of production, %ccording
to their special and technical conditions.-

The point is that as the organic composition of capital

is different in different branches of production at a given

a

time, and chanjes within these branches over time, it_is no<.
sufficient to determine that “minimﬁm Sum of value" as an
average across all industries. Segcondly, because of "the
relatively more advanced nature of a3 particular industry,
the sum of value avnad by an indiviﬂgal,'althéuqh gresater

: _ .
than that owned by a capitalist entreorensur in another

They did, hovever, have a separate chapter on “"The
crafts™ where thav dealt with the full time self-
employed craftsman, distinguishing him from the
small businessman bv the absence of employees, and
the conseguent ne=d for him to und=srtake all the
functions recguired in a business. SGreat Britain,
Report of the Committee of Tnguiry on Small Firms,
(Cmnd, 4811) (111SO, London:1972). ‘

1. Capital, Volume 1, 0,293
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inustry, mav still not ba sufficient for capitalist omeration

vithin his own area of proiuction,

In this connection the voint that n=eds to be strzssed
is thit o high valuz of investant in instruments and s ibiz2ct
0% labour do:s not in i=wself i~wly ~avitalist productior
relations vithin th2 unit., For it mav happen that tecrri-al
Drogra2ss in a specific branch of industrv has so raiszd the
organic composition of capital, that onlv cormmodity »roliztior
rathar than capitalist vroduction is possible, usiny cr'-r

family labour. As jlarx savs:

««.in sach rtusiness thers =2xists, «corT=nsurate with
the dasvz2lonment of its »roductiorn, 3 normal minimnu.
of investsd capital mssential to maintain its camna-
city to comdlz2te. This normal minimum gravs steadiiy
with the advance of cawitalist production, and hence
it is not fixed. There arz numerous intermediate
jtades bztwzen thz2 normal minimum existing at anv
particular time and th= 2v:r increasing normal
maximuri, a medium which permits of manvy di€fer=nt
scalas of cavital investmant.

The point i3 thit industrial capital canrot be sail to
dominate a pParticular branch of industrv if th2 capite” --wage
labour antajonism do:s not as y~t dominats tha2 so<ial r:lation-
shivs withir th2 industry. The actual value of th2 rmzans of
production mav well b~ greater than in another less advanced
branch of industry, rum" on canitilist linas, but thev Ae not

yet constitute cavitil, '

1. Capital, Volumz 2. P.262.
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I.4 Zmpirical Identification of Industrial Capitals

The process of development of intustrisl capital
d2pends as we have seen, on th2 ons hand on tha accumulation
in individual hands of value sufficisnt to meest tha needé of
advancing both constant and variable capital; and on the
other, on fhe evolution of social forms ofvproiuction in
which wage labour predominates, and the entrepreneur concen-
trat=ss on the ménagefial aspects of tha work mrocess, In
establiéhing the extent of davzlopment of capitalist relztions
rin industry, the most rigorous m=2thod would than bz to dster-
minz the dominating form or forms of organisation of production
within an industry, and than proceed to the question of whethar
these forms were capitalist or pracapitalist in content. To
do this we nesd to have data on the =2xtant ofxvéqe labour
as a percaentaqg2 c¢f family labour:; the rol=2 of familv labour
in actual production on thz one hand, and in coordination
and in functions rzlated to production on th~ other: and
some indication of the value of tha instruments and the

subjects of labour uszd in thz production process..

The limitad empirical basis for such observation is

providad by data in the 1971 Census, and the Census of regis-

. , , 1
tered small scale units which was carried out in 1973,

1. Goveriment of India, Ministry of Industry, Deve--
lopment Commissioner, Small Scale Industries,
Report on Census of Small Scale Industrial Units
(New Delhi: 1977).
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e will first examine the national census data, and discuss
the transition from family oriented units to wage labour
dominated onvs. We will corfine our discussion to units
which are smaller than reqgistered factories (i.e. =2mplo-
less than 10 workers with th: use of pover, and less than

20 without varer). Th: coinsus has mad~ an =affort at sabara=ing
units 3t diffzrent levels of technology by classifying :them
according to the type of motive mechanism which is used. The
five sourc's of c¢n23rgy ar2 2la:ctricity, liquid fu=zls, solid
fuels (~o0al, vvood and bagasse), other fuels (wind, wvaters,
animal powz2r), and human en=rqgv. For =ach of thes: =2nerasv
sources, data are providad for the number of "household” (HH)
and "non-housecheold" (IHH) units employving 1, 2-4, 5-3, 10-19

. 1
persons resbectively.

This lz2vel of d=tail alloss us to judje tha employment
size group in which NHH unit$ begin ﬁo predominate. A priori
we would expzact this to havpen z2arlier in the technlogically
more advanczd industrizs, for it is precisely in such units
that the surpzlus product per workzar is comparatively large.
On the other hand, problzams of coordinating work procass.:s

also become more complex with advanced technoloay. Thus on

————— o, . e o

1. according to thz2 Census, a household unit amplcys
predominantly familv labour, while a non househcld
unit 2mploys vredominantly wange labour. Th~ HH to
NHH transition is ther=for: a <clos: approximaticn
of the transition from "€family to cavitalist contzr-
ation". Ther: is also 2 locational criterion, in
that a houszshold unit is expact~sd in urban ar<as <o
be situated adjacent to th2 living quarters of th=
family, and in rural arras, in tha same village.
This critarion is meant to ensure family partici-
pation in the unit.
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. both grounds we would expect a transition to cabitalist units

(in tarms of dominance of NHH units) to occur in smaller units
(measurad by enployment size) in ta2chnologically advanced

industriss.

T
vV 3

) haye ch053n thre: distinet groups of 2N2rgy sourcaes:
thess ars electricity, solid fuels, and human power (manually
operatad upits),l It is possible for =ach of thesa to
indicate visually, unfortunately only at the lev=l of 2 digit
ational Industrial Classification industrvy qgroups, the ratio
of the number of NMHH to‘HH units in a particular employmant
Size range. By jolning the corrasponding ratios for =ach
industry group, we get a "contour map" of the transition to
capitalist development,2 Results of axercises of this t7pe

are presanted in the accompanying figures (Fiqures I.1 and

In the case of manually oparated units, the contour of
the 1 person and 2-4 person units ar2 almost identical. This
indicates that family labcour is usad zsqually freagquentls whathoer

3 , .
1 person, or 4 persons arae at work. NHH units incraasce

1. The thres snerqgy sources have basen chosen because
there ars sizeable numbers of units using thes=z
sources in sach size group of =zmploymant.

2, We would emphasise here that the purpose of joirning
' the points denoting the ratios for =2ach industry
group is purely for =asier visual- identification.

3. As the proportion of predominantlvy family labour:
based units to predominantly wage labour bas=d
units is about the same in both employment siz:z

" classaes, it would follow that the ratio of the
family labour forcsz to the wage labour force weild
also e similar in"th=2 4wo classes.
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slightly in vroportion as we mov. to tha 5-7 person units:
but th: sharp break with familv libour occurs in units
employiny mor: than 10 vorkars. Of cours: th2re arz :xc2p-
tions. 1In industry jroun 24, the transition 4does not ppaar
to tak: place at 211, whil: in group 35, it tak:s plac: in

units emploving more than 5 workers,.

In units using solid fuels, thar= is wvorv littl: vniformity

of nehaviour. Four industry qgroups, numbers 29, 32, 24 and 38
pp2ar to b dominat:d by familv labour, vhilz in induscov
Jroups 22 and 30, transition to cavitalism occurs in units
employing more than 5 vorkers. It is cle:ir that th2 solld

fu:l using units cover 3 verv wids rangm of t=chnolodics, and

a more detail:d kr:akdown than available in ths2 c23nsus v 2uld

be necessary if we ware to wish to rz2ach more defini~. ~"n-

clusions.

As was to be zxpected, the 2lactricitv using units show
thz most sharply d:finzd bzhaviour pattarns. Th: larqgers
surplus product g=nerated per work:f 1=22ds to capitalist
oparation in almost all industri:s in units with mor:> than
5 workers. The clear distinction batwaen th2 contours, and
th2ir similar shaoe sha's the reqgular nature of th2 transition

to wage labour.

1. While a *wo digit braakup is sufficient for
illustrativ: purposns, it is too broad to allor
further analysis. Unfortunately, tharoe is no
other sourc- of data at all which providas
informaition of a similar kind.



omTs F

RATYD

OF NUHBER, oF MHH TC HH

= JVH TC f‘H

! (HANAL UN:‘T$> AN \_‘
5 : \.
ég / \
yj _
ol Y \ ¢
5 3 H
--'i"x.\ ,..’
: i
4- \
| |
3-
| »
i
; [ [y
i{- S ’ é/
L ' o/
P N
£ ' ' : J
z T S N U 2 NN T S S
;; (uN1Ts USING ELECTRICITYY
E
e
Iz
- =
12
”}‘&_ A '
'cf"" /\\
e
9
"4
S’F \ ,_/’\
7- /
| , \ )
6;—
= -
41- =2 PeRsons
a_;___ ,4{’9 cNS/
‘L 'PERSON
' { 1‘40.111‘441‘111

14223 9425'24, 2?’2823 303) 22 3 34 35 3¢ 3% 3§ 33

NATIONAL INDUSTRIAL CLASS) ATIoN

Ficuvre T-1






DIKIBUTION CF NHH o HH UNITS QY E MPLEOYMENT SiZ
{UNiTs USINEG SOLID FUELS)

ISRt S
e T o T T . o 2‘\4 e
o e - e .\..\.\..\\\.l\ S "
ET ottt ‘\c(..aH..!:; . o N s lH;\...H.“ ~ - 1 :
- [ - - _ Il..l!.l.ll!..[.ll..”! N
T T A \.ﬂl t.vt!.l!.‘l.x.i,_.
e {
\\.\\ .Q \.
- y_\ \,\..\
¢ 4
®\ 1
B 57 ¢
c &, ../., \W; ;
: <\ B
: \© X :MV/
- N R
// &N, PR
ili/ ». ﬂ
~ 4 , '
,m e —en . yV‘;
o s R
) ot i BT T S S P e <8 i \.\
y . T o e e T Pe
- LR -
! e et e ) e
. - - e -~ e e e s ———— - et v T — e . “
R e ————— ey T——— e e
S N pS : i SUN0 R or HHy 29 o_.taw_ \ |

m.ctzz zz QL HbN uq wﬁmimz uE oLLWy

|

<

TNy CROUP

NDes

28
}
]

!

0 >
=
B

]
ivA

g7

25 At

{

~4

A2l 72 23

FibvRe T-2






33

These results illustrate a general uniformity in the

transition to capitalist forms of enterprise, the strength

of the labour force varying from five to ten in demarcating
the capitalist units from pre-capitalist forms. Senerally.
the higher the level of technical d=svelopment, the laower

the number of workers required for the transition to capitalist

forms of organisation.

This leads us naturally to the other approach towards
distinguishing different social forms of production. In
this second approach, which might be referred to as
"organisational®, the distinction between capitalist and
przacapitalist forms is made on the basis of the role of <he
owner of the means of production as a manager of the production
prOCess° We can then define a capitalist unit to be one in
which the owner, and members of the associated familv, under-
take supervisory or related functions. Following Lenin, we

may take a three way cl.assification:1

1. Lenin, Op. Cit., pp. 335-339; pPp.359-362; DP.387-3%1:;
and pp.458-460,

i) Natural production implies the processing of rew
materials in the household of the peasant family
for domestic consumption. Industry is not yet
an occupation distinct to agriculture.

ii) Artisan production refers to the production of
articles to the order of a consumer. The cew
materials may belong either to the customer
consumer or to the producer, while payment is
either in cash or in kind, sometimes on a
customary basis.

iii) Small commodity production implies production
for the market, and through the development cf
commodity exchangs with agriculture, leads *~
the complete separation of industry from acii-
cul ture,

contd...
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Nature of involvemzant Class charact=ar of Type of social
of _the h:3d of the thz head of the organisation of
hous=hold and/or housenold and production

mz2mbers of the family

in production

Manual work-no wage Petty bourgeois i) 1Matural

1 abour

ii) Artisan
iii) Small ccumodity

lfanual and supervisory Transitional i) small commedity
work with some wags

labour

Supervisory work with Cavitalist i) Simpl= cooperatiocon
wage labour ii) TManufac :iire

iii) Factorv-:rachineo-
facture

Empirical data for an exercise of this tvpe is avallable

from tha original schedules of th= Census of r=gistered small

scale units. We have been able to examins the schzdule ., Tor

Ranchi revenue district in Bihar. Insoite of lary: scaiz

V)

vi)

Simple capitalist cooveration marks the develce-
m2nt o0f cavitalist production, though th2 technigqu~s
and methods of production remain as before. The
nurber of workman simultansocuslv emplovad by th=
industrialist, increas=s either under ths domestic,
putting out svstem, or through varall=l vorking

in a workshop.

“lanufacture is th2 further devslopment of coorzration,
through nas with division of labour and further
increas=s in the workforce.

Factorv production, or machinocfacture is the
repl acemant of hand-tool by vower-driven
machine production. Under tha factorv system,
the division of labour mav be further extendsd
and the rasulting =conomies of scale fully
utilised.
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public investment in Ranchi, it remains industriallv a
backward area; Dbut this is an advantages for our purpose,
as lower forms of industrial entarPrise are likely to

predominate.,

Table I.1 shows the breakdosn, by 2 digit National
Industrial classification industry groups, of the 419 units
surveyed. We have selected three 2-digit industry groups,
numbers 27, 31, and 34 for detsilsd investigation, th= choice
having been made on the basis of their relatively larger
. :
reprasantation in the universa. The three groups betwesn them
account for 208, or almost exactly 50% of the 419 units
surveyed. PBach of them has a small provortioh of units with
gross investment in Plant and wmachinery of mor= than rs,1 1lakh,
while the number of officialiy dafined factoris=s, (units
employing more than 10 workars with paver, or mors than 20
workars without power) in groups 27 and 34 is large. Ir
other words, these two grouPs have a largs proportiorn of
units with low fixed capital but a comparatiQGIY large
work force (thay are subj2ct to the Factoriss Act); and are
likely to be in transitional stages, analysis of which =/ill

help to clarify some of the issues w2 have raisad.

These 3 groups have been further broken down into
4~digit -industry subgroups with representation as shown

in Table I -2.
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BREAKDG 1, 37 2-DIGIT INDUSTRY SGROLPS OF REGISTERED
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SYMALL 3CALE UMITS IN RATCHI DISTRICT
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™o digit Numar Mumbar of Perc:ntay2 of units with
industry of factoriess gJross invastmants of
cod.: units morz than 's.1 13kh in
plant and machinery

20 23 7 -

21 1 - -

25 . 11 - -

27 82 53 -

28 3¢ 15 3.33

29 8 - -

30 18 7 11.11

31 51 5 -

32 17 5 11.76

33 28 26 53.57

34 75 . 35 1,00

35 26 13 19.23

36 12 3 16.66

37 10 4 10.00

28 4 1 25.00

97 23 7 -

419 181 3.35

— o  wm  wm em e e e
— e ew wm ee ew e am e em e mm e e = e =
- em = e s = ==

Sourca: COffic2 of the2 Developmzant Commission=2r,
3mall Scale Industriss (liinistrv of
Industrial Development, Governmant of
India) .
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23 1 82 total

w
o
N

60 16

3121
31
32
42 1
97

o N

51 total

N
W

(\)UstUJl\)L\)U)\l(\JOO\O\(A)O\%

3401
02
03
09
10
20
321
35
36
40

N =

75 total

— e wm am ew o s
-

Sourca: Office of the Davelopment Commissioner,;
' Small Scale Industries (Ministry of
Industrial Devalopment, Government
Of India).
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Of thzse 4 digit 7roups wes have taken the followia~

for detailed examination:

2710 Sax7ing and vlanning of wood
other than plvwood

2760 Itanufacture of wooden furniture
and fixtures

3112 Manuficture of irashiny soap and
s0Aap parder

3197 "anufacture of Shellac

3410 “anufacture of structural metal

oro lucts.

The éollodinq ite:ms of in“ormation wers collected Ior
each unit: gross investment in plant and machinervy, qross
investment in handtools, number of familv workers amploy=3,
number of waje workers emploved, and number of family arnd
hir=d sup=arvisors or manaqgers. Vorkers havz here be=an (a3ken
to include both production workers as defined bv th=2 Factories
Act, and all othar subordinate =mploye:s. In other wouds,
all emplovzes ewxcepPt those in supsrvisorv or manigerial

nositions have bzen classified as workers.

From an examination of thase items of data, the

following pattern emerg:s:

Industry No. of Characteristics Corrrrs 1Es
Sroup Units
2710 57 No fanilv labour in any Industiry overates,
unit, 55 units hav: at preovinantly in
least rs.5000 invested in th~ form oF
machinzary, 56 units emoloy capitalist
at least 5 workers factory, i.z.

machinofacturs.



39

Industry No. of
roup Units

Characteristics

2760 16 2 units do not use
machinery, 5 units
employ family labour
12 units have at
least 5 workers.

3142 16 4 Units employ
familyv labour,

11 units have

at l=ast rs, 5000
invastad in machi-
nery, 12 units
amploy at l=aast

5 vorkers

3197 24 23 units use no
family labour, 20
units have at least
r1, 5000 investment
in machinery, all
units employ more
than 10 vvork=rs,
3410 22 19 units use no
family labour, 11
units have upto

3. 10000 investmant
in machinery 9 best-
waan s, 10000 and

rs. 50000,
Ps. 100000. 4 units
employ less than 5
workers, 11 between
5-10 workers, 6

between 11-25 workers

and 1 unit employs
79 workers.

and 2 above

Comments

Industry operatas
predominantly in the
form of simple
cooperation and manu-
factories with some
cransitional elements

“from small commodity

production.

Industry appears to
operate esither as
capitalist factory |
or simple cooperation”/
manufacture.

Industry operates
predominantly in thea
form of capitaiist
factorv.

Industry oOperatass
as manutactory. or
factory.

Generalising across the 4 industry groups, we may infer

that the units are all capitalist in social_orqanisation,

whether this takes the form of simpla cooperation, manufacture

or factory (machinofacture) production. Sacondly, that

>
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thesm units, of whaitevar form, amnlov 5 vorkars or mors,

I.5 Conclusions

o B s . ¢ - war w. —— = —

Discussion of thas: data hive further illustrated che
fact that although th: transitior pnint in terms of the
numb2r of vorkzars will varv according to th2 social orqgani-
sation énd th2e technolngy in use, it sz2ems tn 1li: within =

rangs of <iv: 3nd t:n workars.

As the datiwz use in th: later Chapters does not
provide information of th2 typ-s of fu=l or motive mechanism

in use in z; unit, w2 vill n223d tc have a common index of the

+h

size of vvork force vvhich characterises a3 capitalist scai- ©
oparation., W2 1'ill ftaik2, ther:for:, as 1 pule of thumk that
2 sinjl: industrial cavital mav be id:ntifi=s1vith a marufac-
turing unit ewwloying a minimun of 5 workers irresonctise of
the industry and the specific technology in us::. "2 will
mak: use of this defining characteristic of an industrial
capital in our examination in later chaptars, both of tThe
grosth of Small capitals, and thzs sxtent of th2ir evolution

at tha2 time of Fformul tion of specific "Small 3cale Industries”

policv in the middle 1950s.

BRI 3 A
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THE STRATIFICATION OF INDUSTRIAL CAPTTALISM IN THE
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The procass of capitallaccumulation was inherent in the
capitalist systam, and in Chapter 23 of Volume 1.o0f Caﬁital
entitled "The Zeneral Lav of Capital Accumulation", Marx
developad the basis for the stratification of the capitalist
class itself. He did this bv moving aray from the class
Sseen as a grouping of individual persons, and introduced
the concept of individual capitals which, in the agiyregate,
add up_to the total social capital in the societv in gquestion.
"Every individual capital is a larger or smaller concentration
of the means of production, with a corresponding command over
& ~arger or smaller labour army.”1 We Pelieve that the con-
cepts of individual capitals, and caveta fets. 1A CERRNATE
beings as personified capital is crucial to the process of
sociological analysis of the capitalist class. For while it
is the r=lationship to the means of production, or total
social capital that distinguishes the working class from the
capitalist class, it is the relationship to an individunally
larger or smaller capital that distinguishes betwe=n a larger
or smaller capitalist. |

1. Karl Marx, Capital, Volume 1°(Progress, Moscow : rd).
P. 585,
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Iiistorically, the capitalist or bnurgeois familv was

oy
1"}

t personification of a capital, and ifarx sa the breakup

i+h

of such fanilies as a major Process by vhich naw indiviilual
capitals were forwmed; ther= w=r=, of course, other methods
of formation o©f nev individual cawitals such as through the

process of non zapiczalist acoraulation tthich vi= considered

in ths previous chapter.

IT1.2 The Concepts 0‘ Concen . cration and Centralisation

o - —— — - D pp T oy T oy A S omr (i w D  ne b g WO S g

It was the indiwvidual capitsl vhich vas ths subject of
the lars of accummlation. 3Issentially, i'arx d=alt wvith two
vrocessas, vwhich 2 ¢allsd concentration and centrialisscion.
Concentration was iden+ified with accumulation, the Drocass

of gravth of indivi ual capitals; given =qual rates of profit

t

ceteris paribus, thev vvould szach continue to account for th=

-

. . . 4 1
same Proportion of th2 total social cavital.

Centralisation was the brocess by wvhich individual
capitals combinz3. This involved a redistribution of the
total social capital, and could therefore take plac: indepen-
dently of anv grosth in the total. Centralisation took ©vlace
=ither through th2 absorption of generally smaller capitals
by larger capitals, or by thz combination of canitals throujyh
tha medium of joint stock companies. What is imoortan: for

1. *...concentratiop which grovs directly out of, or

rather is identical with, accumulation...”, Ibid:
P.586.,
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our purpose is the ultimate possible degree of centralisation
that Marx hypothesised for a capitalist socizty, Thislwould
take Place, he ventured, when all the cavitals were centralised
within a giant company.l There wvould then be one solid phlanx
of previously independsnt capitals, and presumably, of.capita—

lists.

Althounh Marx outlined the basis for the lars governing
the centralisation of capitals, he 4id not devglép ther in
any great detail°2 However, some oOf th= specific process=s
leading both to the Egghnical concentration of production and
the financial centralisation of ca®itals have been elabovated
- by later =conomists. In the discus:ion on the optimim size
of the firm, or of the production unit, and tha Drincibles
'govarninq the operation of economies of scale, there aic mary

duction

T

8}

-
i

rafrrences to processes inherent to concentration of
in ever larger production units, which is one asvpect of =he
concentration and centralisation of capitals. Similarliv, the
relatively. mors recent literature on the processss of tas

- - ——— - — — — - o — - -

1. *In any given branch of industry centralisation
would reach its extreme limit if all the indivi-
dual capitals invested in it wer= fused Into a
single capital. In a given society thes limit
would be reached only when the =ntirs social
capital was unit=d in tha2 hands of either a single
capitalist, or a single capitalist company." Ibid
pPp. 587-88., ' T

2. Karl Marx Capital Volume I (Progress, Moscow:nd)
- pp. 582-589,
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growth of firms vizhout diversification, with diversification,
and throuth acquisition and merger d=al v'ith anoth:r aspec-

of concentration and centralisation.

Th= theorstical literatu e on the o»tinum firm and th-
Princivles of the =2conomies of scale may itself bs seen to
be divided into &0 broad streams for the ovurposms of our
jiscussion.1 The first stream is characterised by what mavy
be thought of as a relatively greater concern for intsngratin~z
new th=oretical insiqghts into 3 pre-existing theoretical
framework; the oth=r abpesars to place relativelv grzate:
emphasis on thz2 "observed" beshaviour ard charicteristics cf
firms, even at th= cost of making such insights soma hat

incompatible with rigorously defin=24 theorv.

Adam Smith's observations, vhich ar= generally recomnised
as thes major source of the concepts of zconomizs of scilc were,
of cours=, based on his direct observation of practices in soms
manufacturing organisations.2 "Thile Jdrawing attantion to the
role of the increasing divisicn of labour made possible as the
capacity of a manufacturing unit was ex®and=d, hes alss noted
the possibility of mechanising tasks which had been mads simple
and repetitive by this division of labour. 1In eff-=ckt, Lz

recognisad the interactive nature of : changes in 3kill compo-

sition and thz r=lative volume of differ=nt kinds of lakour

1. Cf. Bela Gold "On Size, Scale, and Returns:A Su:vey"
Journal of Economic Literature XIX (1781), 1.

2. Adam Smith The i"ealth of MNations (Pelican, *arr~ondsworth:
1370), Chapters I and II.
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bower; the technology used in Production; and the shifts in

the proportion of the wvaluz of labour powar and of the vaiue

of the means of production advanced. Charles Babbage agrea=d
broadly with these views, while extending the principles of

the division of labour to functions such as maintanance,
technical improvemeht_effects, managemant, and the steady
improvement and sp=cialisation of machinery, to increass
efficiency as the scals of »production aivanced;l Siqnificantly;
he felt that capacity incresas=ss beyond that allowing €or
optimsal specialisation, by duvlication of existing arrang=ments

would not vi=ld further economies.

t

emi

Q0

Marshall, too, seemed to agres that there was a sve

[

aspect to the intaractions lz2ading to the greater =fficiency

of large scal=a productions:

Increasing Return is a relation bebreen 3 gquantity
of effort and sacrifice on the one hand, and a
quantity of product on the other. The guantitias
cannot bea taken out exactly, becaus2 changing
methods of production call for machinery, and for
unskillied and skilled labour of new kinds and in
new proportions.?

The problem then lay in explaining thoss efficiznay

differentials within a framaework constituted of the following
assumptions: (a) diminishing marginal returns to factors of
production and (b) the cost advantagzs of changes in factor
proportions from hithzrto efficient combinations would only

2
occur as a result of changss in razlative factor prices., =

1. Chsarles Babbage On the econdmy of'machinery” anc
‘manufacturers (XKnight, London:1833) Chapter 22.

2. Alfred Marshall Principles of Bconomics (Macmillan.
ondon: 1920) p.266. .

3. CE. Gold Op, cit. Pp.7-8.

et v
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ilarshall apparentdy rafuscd to accept the logical sclution

of vroportcionate rathzr than 4differential incr-2asas in invouks

t

factor proportions), combined with the use cof

Q
r'-

(i.e. constan

forms of organisation possible a3t large scales

cr

n

| id
W

mor » effic

i

of production. It was the raguirecment of constant factor

proportion that he found Aifficult to ace=mtL

ee.th2 capital roquir+d per head cf th2 workers is
gener2lly graater in a large factory than in a

smi1ll onz. Th. r=2ason is that in most... businaesszs
th2 largy2 Sactorv has many things donz by »xp2nsive
macnines wvhich arz Adone by hand in a small factorv.

It is us=ful for our vurposs to split th: subsequ=nt

re on th: sconomies

ot

th2oretical dzavalcpment in the literat
of scalz on thes baisis of th: acecovtance or rzj:ction of th:»
twin recquirements of rigorous static economic th2o0rv : the
absance of t:chnological changy: and constant factor vrovortions.

Thile thera appzirs to be gen:ral agraement that th2 very

requir=mant of static th2ory =xcludes technologichl chinge,

o

ther~ are diffarencoes in perception on the utilitv of r:tain-

ing th2 r:oquirement of fixed factor proportions.

This r2quircemant is, of course, n2cessary for the demons-—-
tration of marginal »roiuct based returns to factors under
compzatitive equilibrium.3 However, this rather tight assumd-
tion do3:s not app=2ar to allor for thae exvlanation of the2

sources of th~ 2conomies of scale which are also intuitively

1. Marshall Op. cit p.235 £n 1.

20 Cf. ‘;Olj _O_E. Cit. Dp 8_1833

3. S22, for instance, =.H.Chimbzrlin Th: Theorv of
Meonopolistic Compztition (Harvard Univarsity “ross,
Cambridge, 113ss:1948) ©.143.
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. e . 1

Plausible :to 3 numbar of thaorists. This latter group of
theorists, placing greater emphasis on observad phaenomena,
are generally unwilling to accapt tho raquiramant of Tiwed

factor proportions in an analysis of the economiés of scale.

Perhaps the theoriét with whom this latter 3pproach is
most generally associated is ©T.A.G, Robinson,2 Ther: wers
essentiazlly three kinds of problems to which Robinson's work
was devoted. Thase wer: the notion of th: "optimum" firm in
an industry, and the rcasons why suéh 3 firm should b2 smallaer
or largar than in anoth:r; the rzasons for thers to be any
limit to the sizs of 3 firm in a competitive industrv,; and
the problam of the continuance of competition if there was
no limit to size. Thoe concept of an optimum firm size, to
-which all r=al firms with comparabl= technoloqvxﬂould.appro—

ximate ovar time was the result of ths accaptance of a J-shapzd

long run averags cost curvz, which had be=n shown to b
necessary for detarminate equilibrium of the firm under

competitive conditions,3
Ther:z did not appear to be any th=oretical grounds for

technological dissconomics of sceale, as the possibility of

1. See, for instancne, H.H, Liebhafsky The Mature <f
Price theory (Dorsey Press, Homawood, =~ :1968).

2. B.A.3. Robinson The Structure of Compztitive Irdustry
(University Press, Cambridge:1958).

3. Pisro Sraffa "Th= Laws of Raturuns undsr Compatitive
Conditicas" Economic Journal XXXV1 (1326) Do 53%=550
reprinted in K.E. Boulding and G.J. Stigler R=sadings
in Price Theory (Allen and Urnrin, London:1953)
rp 180-197, :
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multi plant op:rations war: aliravs ov~n. It was f2lt that
manag:riil diseconomies, the costs rasvlting from the Aiffi-
cultv of maniyingy largrs units 1s successfully as smill, would
provid: an int:11ligabl= :xnlanztion for stabl- comp~tition in
industriz:s vhare tachnical and all othoar factors appeara+d to

mik: for st:adily £alling costs. -

Althouth ZT.A. 3, Robinson »rovid»s an axte:nsive discussion
of th: faictors 1l:3ding to th: d:t:rmination of an optimum size
of firm th: anilysis is, of coursz2, limited to thz cas= whera
the bzhaviour of a3 spacific market, or at th2 most qgenz2r-l, 1
sp:cific wroup of markets dzterminzs the Mmossibility of xwTan-
sion.2 This was prrhaPs 1 reaseonabl~ assumption 3t 2 tir :
when firms might have becn 2xpectad to bz conscious of =
limited numb:r of products or markets. IHaowever, th?2 post
second world var phanomanon of th:2 grasth of conglom~ratas
required new 3PProaches to th: throry o tha firm. Ess=zrntially,
the raquirsmants of static th2orvy wer: relaxed to enibl- tha

discussion of the growth of firms

that can producs anything for which a demand can
be found or cr>at:d, and it becomss a3 mattar of
taste or convzniznc> whathzar on2 speaks of tha

1. Alec Cairncross “The Optimum Firm Reconsidzre 3"
Beonomic Journal, Spaciil Issuzs, CXXITI (1972)
P.312-320.

Sz a3lso, Martin Sl-atar's Introduction to th2
s:cond 2dition of Zdith P-nros-: Tha Th=ory 0% the
Grosth of the Firm (Basil Blackw=11, Oxford:
1980)

2. Alec Chirncross OQn. cit. p.314.
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'market' or of the resources of the firm itsclf
as the consideration limiting its expansion.?

The quotation is from Mrs Edith Penrose's book "The
_Theorv'of the Srovth of the Pirm." The publication of

this work was followed chronologically by a number of majc:
contributions d:2ling with the iSSueé of the grovsth of firms
free of market rastrictions on their growth, and with wvarious
“assumptions, distinct to profit maximisation, about the
intentions of their controlling intsrests.

Somz of th2 major contributions to the field of economic
éheory have bezn mads in the.”Posthenrose” Phasa bv DBavwol,
Marris andW?illia.mson.2 All three writesrshave concantz-tecd
‘on steady rate grawth paths, analysing different raguiraman®s
.3SSOCiﬂted‘Nith thz assumptions mads by them, throuqh mzzhe-
matical models. Baumol assumed profit maximisation, anc she
ability of the firm to increasz output at 3 constant priza.
His model showed that the costs of grovth (which had bazn
suggested as the controlling clement on firm size at any
given time by Mrs Penrose) would have to accelerate in ordor

to ensure a finite rate of grasth.

1. Bdith Penrose Op. cit. ©.13.

- "

2. W,J.Baumol "On the Theorv of 7%xpansion of the Firm”
American Econcmic Raviaw LIT (1962) pp 1078-87.

R. Marris Th: Economic Thaory of ""anagarial”
Capitalism (Macmillan, London:1964). .

J.M.Williamson "Profit, Growth and Sales Maximisation”
Bconomica, YXXXIITI (1362) pp 1-16.
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IMarris paid 3 great dzal of attaention to the objzctiv.s
of cornorate 2ntoerorise in an era vhire ownz:rship of firms
w1s Jen:rallv acceptad to bz divorec:ad from closz control.
arris’'visr wos thot s~larizd manayers would rather nave high
Jrosth rates than hivh profits, as thev rould not
themszlves ben:fic from the latte:r. Vhile giving spscific
attntion tn the nroblm of Adivarsification, 'arris also
axamined o import:nt arzas. The first was the mechanism
Yy which manijarsyrr>» restrainad, by the: f:ar of 1 Sakenver
bid, from pushing the grorsth rate £~ its limits. This wnas
nac2s8s3ry -s larris “21t that the sharos wer»> ton diffus-ly

h:1d for th: sharehold:rs to 2xert 2ff2ctiv: control. Ta=

]

second 1r:x that llarris analvsed was th2 financial asp-ct
0% growth, In ord=r to acqguirz nar ass=ts, 3 firm must
sjithzr ratain current profits,. issu= shiarzs, or horrcr At
fixa2d int:rest. 7Th: diffcrent methoas of financiny hav:
implications for tha2 dividend str2am nd for thz mark:t
valuition. In this -vav tha fzar of takzovar is link:d to

the ortimal financing policy.

John ¥7illiamson show2d thit both growth maximising nd
profit maximisin~ firms would s=2t prices on profit maxkimising
principlzs, for high profits ar: 31 requisite for hiqgh grarth,
Th> differsnces would liz in thoir volicy towards inveestmant

and retantion of profits.,
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This literaturs has helpad in ifuprovring th=2 understandin~
of the Process=23 of growth, sbecifically in the corporate
economyol' However, there is apparently little work in an
area of concern which has bean described most cogently by
Alec Cairncross, in th= course of a reavpraisal of A.B.5.

Robinson's contribution :

«so it is no good shutting our eyes to the increas-
ing influsnce of ths State. The dav has long gone
by whan one could oppos2 nationalisation to private
enterprise as if thare were nothing in bstween,
Firms are not indspendant of th= State and solely
enyajyed in trying to supply a markeset at minimum cost.
~ They have to keep one eye on what the State is doing
or may decides to do and their success as productive
enterprises may depend almost as much on their success
in conforming t» government policy (or avan in divin-
ing it) as in adopting more =fficient methods of
production.

Cairncross go2s on to ardue that in a mixed =conomy, the

pPrevailing form of business organisation is

e s o NOt governad exclusivaly bv market forces., We

may continue to view competition as favouring one

form of organisation and destroving another. But

the forms of organisation that triumph do so in
relation to the whols =nvironment in which they
function, and government is an evervday part of thzst
environment. If we ask what is the optimum indus-
trial structurs it must bz one that is adaptezd to the
circumstanczs of a mixed zconomy, not to the conditicas
of a fres market economy that has ceas=d to exist,?

1. Other work includes: R.Marris and A. "Tood (Eds)
Tha Corporate Beonomy (Macmillan, London:1977)

G.B.Richardson "The Organisation of Industry"
Rconomic Journal LXXKIT (1972) pp 883-396,

2. Alec Cairncross Op. cit. p. 316.
3. Alec Cairncross QOp., cit. p. 316.
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Althouyh there is, of course, substantial literature
on th= empirical sxamination of mer y2rs, takeovers,and on
monopoly control, there does not adpear to be work which
inteqrates Cairncross's vizs’ of the role of the State, with

the cver-helmingy evidence na’ accumulated on axtansSive con-

. . 1
centration of cawrital. n other words, there appears to
be little or no vork on the subject of the interaction
between what Lenin had called, as early as 1716,

tate ilonopoly Cavitilism, and individual firms and groups

of fir:ms.2

The reason for this seems to be that =conomic th=ory
has s2en its concerns to lie, if at all in the area of
economic paver, solely in that pover exerted through market

control. E. Preiser points out that the theses concarniny

- . A o o

1. Cf. Zdith Penrose's descrivtion of the historical
an ! institutional environmant to which her theorvy
apvlies directly (Op. cit. p.5)

The pr=sent analysis is conc=2rn=z4 onlv with

thz incorporated industrial firm operated

for private profit and unr=sgulated by the

3tate (hence no:t to requlated public utilities,
financial organisations, or evan 'trading' firms)
and is applicaple only to an economy where tha
Corporation is th= dominant form of industrial
organisation.

Applied Studies on the subjesct of merger and takeover
include:z W."?, Alboerts and J.E. Seqall (Eds) The
Corporate Merger (University of Chicago Press, London:
1366)

J.ll.3amuels Readings on Mergers and Takeovar
{81l=2%, London:z1972)

A. Singh Takeovers (University Press, Cambridge:1971)

G. Mezks Disappointing Harriag=: A Studvy of the
Gains from Meragers (Univoarsitv Prezss, Cambridge:1976)

K. Cawling et al Merger and 3conomic Parformancs
(University Press, Cambridge -1930)

2. V.I. Lenin Impesrialism,the Highest Stage of




the role of economic pover in the thnzory of distribution
put fomward by 3ohm Bawerk have bean generally taken for
1

grantad. The theses are that pawer sxerts its influsnice
:not outside and against, but within and through economnic
. lars; and secondly, perhaPs crucially, that ths affects o~
: ;
Power are not long lasting. Bohm Bawerk chose monopoiy'to
demonstrate the effects of powver, and it has been general’y
acceptad sincz then that the market is the appropriate ccvcoens
with which to study tha effects of paver. Tt would follar
from this approach, that economic powsr can have no laciing
influence on the State, any more than it can on the markot.
Thers would then e no real reason for =sconomic theonrisis
.to analyse the role.of aconomic powsr on the 5tats, particu-
.lafly under circumstances where they might bs disinclinad
to accept that the analysis of Dower was at all within thei-
sphare of conca;noz Another reason for the apparent lack of
interest of economic_theorists in this area is suggzsted by
a ramark made by Zdith Penrose:s

The Marxian analysis of capitalism implies, of

coursa, a theory of increasing concentration:

the Marshallian thzory of the rise and fall of

————— a— —— s W o o~ - ———

1. E.Preiser “"Property and Power in the theory of
distribution” International %Tconomic
Papers, No,2, 1952, pp. 206-20, trans-
lated and revrinted in X.W. Rothschild
(Ed,) Power in Economics (Penguin
Bducation, Harmondsworth:1971).

2. Cf. J.K. Galbraith "Poser and the Useful Econcmist®
American Bconomic Revisw LXIII (1973)pp.l1-11.
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tirms impliss a theorv of a constant d=ars~ of
concentration with a continual change o€ the
individual population of firms; and the theore-
tical analvsis of th» quastion o increasing
rzturns to scale is also an analvsis of one
asp:ct of the nroblam of increasing concnntration
of intustry.l

“Marx, of cours:, was ref:rring to th: procrss of concen-
tration of Capital in thz =2conomy as a whole, 1vhilz "arshall
was concerr.ad abovt increasing concentration, in 3 statistical
sz2ns2, Of an industry by a limit=4 number of firms. Harzver,
thz point is that l'arshall's thz=orv contains a3 viss similar
to that d:scribzd as h:1d by lib-=ral theorists bv Svaezy in
his comparison of various conczptions of the State.2 i
points out thit in liberal theory it is assumed that =x’sting
property r=lations are givzn as a datum, vith tha rise and
fall of individuals, familics or roups providing thza &viamic
elament. Theorists have then to confront th2 probl:» cf hav
the State would mediate bebveen conflicting intarests to
ansure the long term stability of sociatv. If on th2 other
hand, in addition to the risc and f£a3ll of individuals, thara
is a procass cof change in properiv relation thems:=1lves, then
it appears lojical that the 3tate would be likely to have a

more fundamantal task: that of attemnting to snsurz the

1. 3dith Penrose Op. cit. p.257 £n.2

2. PJi.Sweczy Th: Theory of Capitalist Davalonment
(Monthly Rs:vi=s Press, New York:1968) pp.240-1

Thz a2ssays contain=d in Professor Lionel Robbins book
on Political Iconomy provide a varv cl=ar via cof
libaral political vhilosophy as it r~olatzs to pro-
blems of political economy. Lionsl Ro®hins Th-
Sconomic Basis of Class Conflict (itacmillan, %Lor don:s
1932). ,
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continuancz of the existing sot of propertv relations in

the interests of th: property or ning class as a wholea.

Within this latter view, the effects of aconomic POW i
on tha State, and the rols of State, in turn, in furthor.--
ing concentration of cconomic power become cru01al It is
this concern which reqguires us to search for wavs of catago-
rising capitals which will allow for an intervratation of

the State's policies towards capitals within various str=ta.

- S e > s i o . o oo v s T — W > T o s i

the Growth of Monopollﬁs

— - —-I-_-—-c— - —— ——

Although diffarentiation of capitals by size was iuvherzrn=ly
a rasult of a combination of such proceassess, Marx did .ot

deal with the imeplications of this, pzsrhapPs because thz conse--

‘)

guences war= not clear in his tims. Just as the diffe-cnco:
between ths capitalist class and the working class appaar
innocuous and accid=ntal without tha understanding gained
through the labour thaory of wvalue; so also the initial difs-
erences between the "large" capitals and "small" capitals
apprared to have little sociological consaqucncu, unti? Lenin

daveloped the thoory of wmonopoly capitals.

‘Lenin's purposz in his essay was toO show the dominating
pvosition reached by an oligarchv of monopoly or financ: czDi-
talists in thz four or f£iva ajdvanced capitalist societizs of

his da*\[,1 He was to use thesz arguments to d=fine the nature

1. V.I. Lenin, Imperialism, the Highest Stage of
Canitalism (Proar > 14 72 10
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of contzndiny political and military forc:s during thz Piret
orld War, anl of the nature of col»nnial =x»ansion. Hdavav:r,
in the cours: of his eaxplanation, h> was to provide th= bazis
for analvsiny th: conflictsof interast batw2en cavitals which
ware at that tim» providing =2vidonc2 for th2 sijmificance of

the stratification of canitsls.

Lenin showaed that th: concentration and centralisation
of capital led, at a cartain stage, %2 monopoly in spacific
branchss of produdtion.l These monopoly canitals, precisely
bacause of their privileg:d position, wer> abl= to accumulate
at an accz:2lzrating rate, 1l.-ading to vet furth::r c:ntralisation.
The bankiny svstom brought about cantralisatiorn of these big

capitals, both by draing thom tor:th:r, and by placing small

mona7 capitils at the disposal of the olijarchv of monopolists.2

It was the pover of th2 oligarchv, :xercissd througn th=
form of banks, th» stock exchang~ and joint stock compani=s,
ovar th? monsy capital of small capitalists, that 1~d to the
stratification of tha cawnitalist class. ¥For vvhil: thz small
monty caritalist obtained his returns on th2 basis of diviidznds
or intzr:st, thz2 Trivate naturs o the control exercisz4 by
the oligarchy gave them opportunitics to 2nagajyz in 2 veriety
the

L

of mon~y making owsrations, not n2cessarilv conn=ctad ©

productive potential of tha =nterprises under their contrci.

1. Ibid p.197

2. Ibid p.216
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MR 1 K
Tho prof¢ts from these Oberations were, of courss, dirc

ctl-r
at tha expense of the wvisible "profit® which would otho=-rias

~ have been shovn on the balance sheot of the entarprisz,

By emphasising th: control exercised by the oligarchy  «~
through thas terms that the banks demandad befors agreeing
to a loan, Lenin had elaborated the goncepPt of centralisationo1
For itXVaS_nON secen largezly to take place across the boundarics
of separate production units recognised by law as s=parate
joint stock companies. He cmphasised this point by d=2scribing
another method of opération of monopoly capital, in this casa
by the judicious splitting of caDitals°2 This was done in
;uch a wvay that the parts of the capital were able t0 control
a number of joint stock compani~ss. Often, thsgs ~awr =i -
servad as "mother"™ companies, controlling "daughter" and
"yranddaugher® companiss in turn. In thisxaay, spheras »of
preduction many times larger than anv individual capital, or

even combinations’ of capitals, could possibly command. came

under the sphere of control of monopoly cavitals.

The cfucial alement for this to bs possiblaz, of courss,
was thes concept of limited liability. This ensured that
neither the banks, nor the small owner of money canital, cculd
be held financially responsiblaz for any debt the undertaking
might incur bayond that contributezd by the bank or the

individual.

1. Ibid pp.223-4

2. Ibid pp.227-8



The Dointc is that althouth th: role of banks, as sournss
Of money cavitals had far overtaken that of the stock axchanjye,
loans, as the2s: advances wer: called, wrare cl:arly not
:xteondabl: indofinitely.  Ar important indicator of the
financial souniness of an und-srtakiny1vas th: valu> o the

1 In

quotation of its 2quity shares on th: stock exchango:.
addition, th: us: of concepts 31ch as dzgt’equitv ratios
shavs that th: stock xchany» scrved an immortant function

as 3 bas: for c:ntralisation, in addition to its barom==::r
role. Thus it is ch: xistance of "quotmd" joint stock
companies, vid:ly dispers:d sharcholdings which allow control
by a minority holdin<~, and the acc:ss to loans, which in
combination wrovid.e tih2 mathod by which many canitals 3ra

czntralis~d under the control of monopoly capitql.2

In addition to th2s: types of control ovar small momay
capitil, 1l:adingy to th: cornering of surplus bv “hz mon:toolv

strata, the smaller industrial canitals vera also 3t A

3

disadvantag: in risvect to monopoly. As technoloyy devaliop=i,

- — — T —— —— s o~ —

1. 2f. BN, Davis and K.A, 7eomans Company Financz
and th: Capital Market Devartment of Adplied Tconomics
Occasional Pap:r 39 (University Press, Cambrido~ 1274°
p.2.

2., Cf. "It is cl~2r, th2rafora, that the Bz2ljyian finan-
cial holding compiniss n2e4d 3 c2pital mark:t satting
to function on 1 large s~al= bzcaus> they raquire the
fundis of the Belyian Savers to finance th2ir control-
liny intaroasts.”

Herman Dasms Th: Holdinj Compainy and Corporate Control
(I1artinus i jhoff, L-id-n ind Boston:1973) .3

3. O. LanT2, "Th: Rolae of th2 Stat=> in “onovoly
Capitalism" in Papers in Mconomics and Sociology
(Pargamon, Oxford:1970), pp.8-7.
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thie wminimum sizs Of capital to undartake production also
rosz, and th2 number of areas freec of control of monopoly
2-Dit~l was constantly declininq,l Thus all small capitals,
whether centralissd and undar the control of monopolv, of

r2lativ=1ly ind=pendent, suffered from the grosth of monopoly.

IT.4 Extonsion of Lenin's Conceapt oF Stratification

- e s ama oo w e e e B S s S S > > ——— S SR i o — a

to the non monoaoly strata

[ - ——— e > S a a anp e S

Lenin did not extend his argqument furth2r to complete
the stratification, by analvsis of the non monovolv strata.
Howevar, it is possible to extend thes logic of his argument.
Bri=fly put, this is that th= logical culmination of concen-
tration and centralisation is the cr=ation of monovoly
capitals, and the transfar of part of thz surplus "ornad’
by small money and industrial capitalists, to monopolists:

nt

[
W
o

this point is crucial, for strati?ication is then inh=c
in a situation whare all capitals have not besen cantralised,
and ar.: tharefore grosing at diffarant absolute rates depand-
ing on their individual sizes. The push or urge tow Aras
greater centralisation which occurs both through capitalis
compatition and bechus:2 of the qravth of new social rsoulre-
ments, and the developﬁent of n=v technologiss to producs

the commodities to maet these raguirements, increases this
stratification continously.

—— . W O o > D i

1, Karl Marx Capital Volum=z 1 p.587




60

Althoujh Marx had =»mmhasis~d th: immortancz of the
joint stnck company 1S 3 wmeans of cantralisation, ths process
had actually b2gun much earlizr with th: formation of Dartnar-
ships of capitalists. This was the m:thod by vvhich not only
covll a 1liacg2 mass nf caritil b2 put to productive us:, butb
th-~ individaal t-1l:nts and %narl:adyz: of th: vartnars be
comnined for this purvos:. Th: relatiorship has ba-an waell

d:fin.1 in the follariny passage by an :conomic historian,

/Th: 3nylish l3v7 was bas»d on the conception of
partn:a:rship, lar2ly justi€ind by tha prevailing
Practic?2, 2as the business 3ssociation of 3 fow
Persons intimntely kXno'n to onz snother and
usually working tov2th'r. Each partner could
then ba £airlv rzgarded as th2 full accra23dite1d
ajant of the othza2rs., As a sharer in th: orofits,
each could bz ragard:d 3s fullv 1liible for th:
loss:s. And th2 rule had be=n d=v:lop=d for the
battzr protection of creditors, that this 1liabi--
litv :xtended te all his private vrovertr, “"to
his last shilliny and acre®.1l

Her: than, was c:ntralisation in i%s origin, 335 <ii-
fusion of thz private vroperty of indivi tuals for 3 busiiarsss
purposa. Th: fusion vwas complete in th2 sensz that th: Lag
mad:> no distinction betirz2:n the proparty of an individanal
>ithaer in the form of money capital or commoditvy crwitzl for
us=2 in th» busincss, and the other asszats of the individual.
This was of course, a diresct extznsion of th2 notion of th2

individual cipital, where no distinctior was mad: botween

1. H.A. Shannon, "The Coming of Gzaneral Limit=d Li-=bilitv,
Economic History, ITI (1931), 6, r=print-d in n.1.Carus-
i7ilson (2d.) Essays in Sconnmic History (Arnold,
London: 1954), Volumc 1, p. 361,
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Havever, beforz long, economic advance had brought

" about further changes in esconomic bzhaviour:

Thz axploitation of the new economic chang=s, how-
ever, often required a larger capital than a1 fow
individuals could raisc or risk. A diffesrent kind
of association grew up, a businnss union with nume-
rous mempbars, not well knosn to one another,each
contributing a littls capital, 3nd leaving the
managem2nt in the hawnds of 3 fow directors or
officers., 1

The =ss=ntial point here is that th= risks involvad in
undertaking technoloaically advancad projects raquired that
thz larges mass of capital should b2 mobilised through the
centralisation of numerous individual capitals. This was,
so to speak, on the demand side. On tha supply sids individual
accumulations of capital had led to a3 situation where:

Much capital was lying idle or not embloyed to the

best advantage. Capitalists, not ablz or inclined

to anter business as active partners by r=zason,

2.g. O0f ag=, sex or training had no way of safely

investing any part of theair wealth in productive

enterprise without risking all their_poss=zssions.

Poor but ablzs men 70n the other hand? wars unablae

to gat support from richer men, for,these would
thereby risk their entire fortun=zs.

It was at .this stage that the help of ths States, in

codifying the concept of limited liability, was necessiry

for furthar economic advance to take places

While unlimited 1iability might be advantageous in
the larger transactions of ths nation, carried out
by firms of a few rich partners, limited liability

1. Carus-Wilson, Op. cit. pPp. 361-362,
2. Carus-Wilson, Op. cit. pp. 373-374.
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was n2:32d for local =nt:rpriszs of 3 us~ful kind,

financ:d by num:rous passivz small inv:stors und:r

th: guidance of thnir richer n:iyhbours.l

Such 3 saf juard was nzc:ssitated bv the vary Drocass
of -~conomic idvance, and the qradual recoqnition of th:
diffaronce bryrc:n "active" and "passive" canitals, which
we have dzxscribzed. Havzver, th: process of r:cognition b
th: Statz, of the oxistenc: in th- form of compani:s of
combinations of capital distinct aconomically from ths Darte-

n:rship, follasv:d a fumbling path.

Th: first attempt at controlling th2 activiti:s o~
unincorovorat :3 companias in Tnaland came vvith the 1344
R>7istration lct.2 This d:fin=?d a joint stock comoanv 33
eithar a comw:recial partnership +ith mor= than 25 m=mb:. s,
or vvith 3 capital dividad into fre:lv transf:rahlz shar:s.
It is inter:sting to notc that thoas: two definitions indicata
the: pr:viiling confusion between limited liabilitv, as =
protzactiv: dovicoe in the procnss of czantrialisation of small
capitals genar2lly with larger ca3pitils on thz on= hand; and
r2gulation of th2 op=rations of small numbers of relativaly
larg- capitals on th2 o%her. For, on th2 on: hand, tha2
crit:rion of fra22ly transferable shir:s without tha stinula-
tion of a3 minimum numb:r of membars impli»s that one and t7o

mamb2rs comPanies contralising one or two larg2 c3pitals war:

1. Carus-Jilson, Op. cit., P.375.

N
.
]

Carus VWilson, Op, cit., pPp. 368-372.
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permissible. Essentially this latter category raepresent

what camz later to be known as Privats Limitad Companies:

A1l the *conomic characteristics of this tyme
/of company/ are thos: of partnarship vropar,
whathar ths company was maraly the adoption of
thz corporate form by an o0ld partnszrship or
the ragistration, of, intrinsically, a nsw
partnzrship. In both thers would be no appasal
to th2 general public for funds, and 3 fair

amount of person?l acquaintancs amons th= membaers
may b2 presumad.

On ths

tl)

othzr hand, the critarion of a minimum numbar

of 25 members or capitals, whathar or not the sharas wer:

transferable, implies a recognition of the importancs

the number of capitals comprising a company for measuring

the size of the company. In othﬁf*vords, both th? procnzs=s
of centralisation and concentration wers implicitly recognised

-

bv tha 1844 Act, but the specific differencas batbvesn the

70 wera not yvet clear.

In fact tha first Companiz:s Acgt of 1856 did not di~tin-

Juish between Public and Privatse Limited Companies (which wa

have argued, are implied in the ©7o criteria of the earlier

1av) . It was not until 1907 that this distinction was mad=:;

whils with tha passage of tha Partnarship Act of 1890, English

Company law had given effect to tha sconomic reality of the
different types of combination of canitals we had dascribad

carlicer, Thesz were, to recapitulate: the single. capital

(proprietorship) ; a combination of capitals (partnarship);

——— o o O e W

1, H.a. Shannon, "Tho Limitsd Compani=zs of 1866-1333"

Economic History Reviaw, IV (1933), 3, raprinte=d

in Z.M. Carus-Wilson, Op. cit. p.380,




64

furth- r inzr:as» in the number of calitals combined witn .
differentiation inte "activ® and “"passive' capitals (Frivoe
Limit:1 Comnani:s); and finally, l3rg: scales cantralisation

through th: Public Limit:d Comvmany-

It vwas taken for grant:4 that whar: 3 1ary> capital
bevond the reans of g few partners was neaded for a
vork of acknarledg=ad public usefulness, the subscribers
should ba given that privilege /0f limited liabilitv7.
Bvan th2 size of the c3ipital was not alirays looked 3t.
As the members had no real control over the Companv,
limit=24 control must be balanced by limited responsi--
bilitv if the capital was to h= raised.!

The thr=e essential stages in the increasina indortsnce
cf ¢g=ntralisation as a mzans of accumulation lav thar=fore
in the mathods 0of c2ntralisation agvailabla. The single cavital
could grov only through individual accumulation. Combin=tions
of caritals could grow through further c=antralisation, ard
througn accumulaztion. Fiﬁallv the stag= would com= ithere
Aifferentiation betiveen "active" ani "massive" cavitals rould
lead tcznormously increased possibilitias for cantralisation.
Hovever, the diffearentiation would n=ed to be sanctioned by
the Statzs -- in th2 form that Marx noted, of com2anv lsv,

d=fininy an?l regulating the functioning of joint stock comvanies.

Once this distinction had been defined bv lav, the
process of economic centralisation could proceed furthe:.
IThat had hapvrened at this stage was the divorce betveen
"ornership of cavital and actual diresction of productioen”.

- — s o — - - ot

1. Carus-Wilson, Op. cit. p. 375.

2. Paul Sweezv, Thes “heory of Capitalist Davs=lopmant,
(‘onthlv Raviar Press, Nas York: 1963), D. 251,
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Put another way it was "the. freeing of the industrial capi-

s ' \ . . |
talist from the function of industrial entrepreneur".l

Both of thess distinctions, beatween ovnership and
direction, and capitalist and entreprensut, were the outward
signs of a significant =zconomic changa in the making. Hilf~rdina's
work on the Marxist theory of tha corpvoration was the first to
make the significant point that a distinction could now be
made bztwveen the industrialist canitalist, and the money cani-

. 2 . - . \ . .
talist. This was the Jdistinction made possible by ths concebpt
of limited liabkility. However as Sweezy points out in his
review of Hilferding's work, it was not the corporate fcrm in
itself that could bring about this neawv category of monzy
capitalss

What is dzcisive is the grovth of a reliable markst

for corporate sacurities, itself a long historical

process which cannot ke gonz into here. The r=ason

for this is clear; only through the securitiss markz=t

does tha capitalist attain independence of the fat-

of the particular enterprise in which he has invessz2d .

his money. To the extent that the securities markot

is prefectad, the shareholder resembles l=2ss and less

the o0ld fashioned capitalist operator and more and

more a lender of money who can regain possession of

his money on demand, 3

In essence, than, we have thes braaking of the bond
between an individual capital and any given, specific, human

—— g . . —— s

"1. Rudolf Hilferding, Das Finanzcapital, 1910, p.112
quoted in Swe3zy, Op. cit., P.258.

2, Hilferding, oOp. cit.

3. -Sweezy, Op. c¢it. p. 253



capitilist. Th: lz2gal right to the capital (th» shar-:hold-
in3), its:1f becomes a cormodity to be bought and sold, its
value 1lying in its ability to drwaw on a vart of the snoial

surplus generat:d by centralisced capitals.

1

2 have nas r2ached th2 stas: whar= wa have bz n ahl:

to develop thz “ollowiny line of argum:nt- that as cavitalism
develops, the size of enterprise rraquired to me=t sccial needs
Jraws at a rate greater than the rate of accumulaticn <€ any
individual capital. Thus thz need ariszs for combinations

of "indivi m1al chaoitals to devs=lop through th2 medium of th2
credit system and joint stock companizs. Th~» nrocess cf
cantralisation bocomes more important as tmchnoloqgv d2v.1ops
furthar. The increasing centralisation which is n:cssizat:d
l12ads to incrzasing growth of largne compPanies, and groups ot

such compani:s, and finallsr, a stratiication of s+wi _o

devslops based on th: number of fused cavitals that =2zoh is

compris:3 of.

II. 5(i) Tests of Tmpirical Validity : The "Bij Business®

——— - g o — " Y o0 o G —— . . o o o = o s

Althouth our argumant so f£ar has been that we Propos=
the use of 133l forms in ordar to identify tho dAiff:rent
types and sizes of c¢apitals, wo consider it incorrect to

identify th: le321l forms strictly with one and only 0.~

tvpe of caipital. 7o demonstrate our point, ve raturn to tha
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" issue posed repeatedly in discussion of thz Indian economy,
about the nature of the "monopoly" or big business groups

which have been shavn to exist in India.1

The ILPIC, or Dutt Committee, had prapared the most

exhaustive list of enterprises of which the big groups are

comprisad. In addition to joint stock corporations, both

- public limited and private limited, these aléo include a
‘number of unincorporated firms (partnerships and even propris-
,torShips).z However, the domiﬁatinq fzature of each group is
jthe presence of at laast one "quoted" public limitedvccmpanv
with a paid up capital of Ps.20 lakhs or more. In fact, £he;
structure of some groups consisting of comparatively smail
companies and unincorporated firms clustered around such a

" public limited company, tends to suggest that these groups
dev=lopad through thes grovth of such companies, and subsequent

‘floatation of others, while diversifying th2ir interests.

A 1 e gy T ot gy o > O

1, See, for instance, Governmant of India, Report of the
Committee on Distribution of Income and Levels of
Living (New Delhi:1964), and Report of the Monopolies
Inguiry Committee (Delhi:1965); R.K.Hazari, The
Structure of the Corporate Private Sactor (Asia.
Bombay: 1966) ; Aurobindo Ghose, "Moncovoly in. Indian
Industry: An Approach" Economic and Political Weskiy
7 (1972), 5-7 and "Investment Bechaviour of Monopoly
Houses" Economic and Political Weekly 9 (1974), 43,
44, 45-46; Arabinda Ghosh Concentration in Indian
Industries, 1948-1968 (xerox Microfilms, Ann Arbor:
1974) ; Asim Chaudhuri Private Economic Pawer in India
(Peoples Publishing House, New D=21hi:1975);: N.S,
Siddhartan Conglomerates and Multinationals in India
{Alli=d, New Delhiz1981).

2. Government of India, Ministry of Industrial Deve-
lopment, Report of tha Industrial Licensing Policy
Ingquiry Committes, New Delhi, 1969.
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3zlow 1000 3 2
1000 to 5009 1 1 3 2]
5000 to 10000 1 1 . 5 2
10000 to 15000 2 3
1500C to 25000 1 1 2
25000 and above 2 1
1 1 2 9 23 i

Source: Company Naws and Notes VI, 1(1367), p.34.

Thz point th:i:r2fore, is that whils the coronlvy ac:pt=3
"monopoly houses® clearly do operats throush large quotad
public limited companies used as 1 m2ans of centralisirg
capital, centralisation also takes placs across legallw
Separate units, in a mannaer that the Dutt Committee had shawn
to be similar to the patterns dascribed by Lenin. These are
interlockiny of diractorshivs, intercorporate investmert and,

of cours~=, family and social bonds.
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Havever, two questions are raised by the specific charac-
ter of these groups, The first is the Place of gquoted pubiic
limited companies which may not have been included within any
of thes groups by the Dutt Committee and might therefors be
said to be independent of monopoly capital; and secondly,

whether there arerggx capitals indepandent of these big houses,

To answer the first quesstion, we undertook a company by
company examination of all the 1522 quoted public limited
companies that existed on 30th September 1966, Given our
scheme of stratification, our burpose was to examine whather

cach of these companies either (i) belonjed to one of the bin

J

houses as specified by the Dutt Committee or (ii) shared at
least one common director with any company in critericn /i)
or, finally (iii) shared a common director with a banking

company as they existed prior to the nationalisation of the

14 wmajor banks in 1969,1

—— i —— o ——— — g —— e

1. For this =xercises we took the complets list of quoted
public limited companies, vrovided by the Department of
Company Affairs, as the basic docum=nt. The public
limited companies which were identifi=d bv the Dutt
Committee on industrial licensing and mention=d in its
report wera compar=ad with this list, and the common
ones id=ntified (8=t A).

For the remaining quoted public limited companizs, we
used Kothari's Handbook tc identify ths members of tha
Board of Directors of such companizs. Ths compesi:tion
of the Board obtained in this wav was then compared
with the compositicon of th= Board of Dirzctors of the
85 banking companies listed in an issue of Company
New s and MNotes., In thess cases where at least one
common dirsctor betwecn the two sets of directors

was identified, the relevant companiess (Set B) were
addad to Set A.

contd, ..
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Ve have in this way, ext:ndzd Hazari's concept of inncr
and outer circles to dofine a web of monopoly cavitals svhich
dominate th2 economy through control of public limited com-
panies, and 311 thair interr~lat=d gKOups.l Ve would czrtainly
admit that th:sa linkages, of common directorships, inter-
corporate invastment, and sociial and communal tiss betwzen
leadiny parsonnel <o not preclude Aifferances over economic
and political issues amonyst controllers of thass large
caritals. ‘ilawever vve woulil argu~ that thzv provids the
structure for this stratum to exist in a3 stable form not with-

standing occasional or even protracted intarnecine wrar,

Thz results of our calculations on thz 1522 companies
show that we were a3ble to account for 1040, or about 69%
of the compani2s in number, and for m<.97%9.54 cror:s of »aid
up capitzl. This amountad to 89.2% of the pPaid un cavial
of the 1522 companizs. It would most probably have bz :n»
possible to extend the coverage still further with greatar

Finally, we¢ cowpared th2 composition of the 3oard of
Diractors of the residual guoted compani-s with th-
correspon iiny boards of comvinies within the list
proviidzd br the Dutt Committee, in those cases whara
thers war2 3 priori reasons to expect a link, & third
set of quoted companiz2s (Set C) was in this way i-olated,

The p3id up c~pital of commanies in all the thrae sets
was then compared to the total vaid up capital of quotsd
rublic compznies. Th= results are described latesr in |
the toext.
Sources: (i) Govoernmant of India, Davartment of Coavany
Affairs, Information Broadshe>t Wo,371967 (mimno~~adh).
(i1) Company Haws and lintes 71 (1967), 1
op 113-203.
(iii) Xothari's Tconomic 3uid= 3nd Investor
Handbook of India 1966-67 (Kothari, i
1967)
(iv) Rzport of the Industrial Licansing Pclicy
Inguirv Committe=2, Avpandix, Volumas 2.

-
2
3drass

1. R.’Z, Haz ri, The Structurz of tha Corpnorato
Private Ssctor, (Asia, Rombavy:1966).




sffort. However the point at issue appears to be =stiblishad

by our exercise.

VA;Q answer the sazcond point, that is whether capitals
indaependent of tha monopolirs =xist at all, we would need
to deﬁonstrate the case with all the apparently independant
capitals op=rating through unquotsd vublic 1imit=3d companisas,
pPrivate limited companies, and unincorporated firms (partner-
ships and propricztorships)., This is a Aifficult exercise

with capitals in unincorporated firms, so we will concentrate

on thas2 capitials that oparate through private limited

compPani=s.

We have done this by examining thz share of paid uo
capital of all private limitad companiaes accounted for 1w
such companies which lie within the big groups as'specified
in Hazari's study, and in the Dutt Committee report. The
results, for threze periods of tim=, are shown in Table II.2.
A8 can be s=en, as little as 15% of the total paid up capital

is accountel for by private limit:d companizs within th=2 groums.

Al though some of the remaining 85% of the Praid up canital
may be associated with private limit=:d companies linkad to
ca®itals in public limited companiszs not ﬁentioned in thesa
spacific studies, we think that with such a large proportion
of private companies having "slipped out of th= net’ of the
big housa2s it is reasonabls to conclude that substantial

pockaets of non monopoly capitals =xist, even within the

corporate s=ctor.
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COMPAITITIS COITROLLED BY T'[S RBI3 BUSIISS GROUPS TO
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T3 TOTAL, 2AID UP CWITAL Iii ALL SUCH COMPANIES
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P3id up carital Paid vp Capital Colunn (2)
Scheme of companies in of a3ll companies as ¢ of(1)
wehemns Frouns
(<. “rores) (rs. Crores)
1. Hazari's 2C 33.50 219 15.3
complexes
(1951)
2. Hazari's 2°¢C 41,28 321 13.1
complexes
(1753)
3. TILPIC Revort 61,42 399.,7 5.3
(1966)

Source: Naws (1) and (2) Hazari, Op. Cit
Rar (3) ILPIC Report, Appendix Volume 2.
(includes 73 houses, larqe
independent companies and subsi-
diaries of “nreign companies).
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To complets our task of stratification, we have to
demonstrate the consistency of our argument, By this, we
mean that it is necessary to show that larger capitals |in
the s;nSe of contrelling greater vroportions of social
production) have also a greatar number of capitals fused
wilthin them,. In other words a partnepship (multiple caoitals)
must be shawn to be generally larger than a vropristorsh’p
(a single capital), but smaller than a private company
(multiole differentiated capitals), which is itself smaller

than a publiccompany (monev or stock capitals).

W2 take the single /multiple transition first. The data
we have are basad on a stratified random survey of 139 small
scale units register=ad with the Dirzactor of Industries in the
State Governments°1 At the time of the survey a small =zale
unit was defined to be one in which the quss‘value of plant
and machinery was less than ’,7.5 lakhs. Valuation of the
assets of small units wresents several vroblems, because éf

the general absence of Drofit and loss accounts, l=t alcone

a

balance sherts. However the original wvaluz of plant and
machinery is more easilv available, at least from registered
units, because this is razquirad for administrative purposes

- s oo i T i St o it

1. The survevy was uniertaken in February 1974 by the
Indian Institute of Fublic Administration, New
Dalthi. Althoujgh the Report of the Survey is con-
dential to the sponsoring authority, we have been
able to make use of th= data collected.
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On the basis of the data we hive vrepared 3 qrarh (TT,.1)

which shovs th2 proportion of the cumulative value of vlanc

t

and machinerrs which is account~d for b sirgles capitals and

.. . 1
multinl~ cavitals.” Th2 qgravh shows *h2 gradually in~raising

'

srolortion account=1 for by multinle cavitals as the cvmulativa

vilue of plant 3Ind machin~rv increases.,

Also shosn on th2 jyraph is thz2 relative deqre= of corres-
pond:nce Degresn the tvprs of caovitals and the legal forms of
propri-torship, vpartnzarship an? vrivate limited companv. -?or
this purpose we have aésumed that the partners, or the directors;
ar= the versonification of canitals and have ~xamined th2 soci=1.
relationship betvresn the martners, or betwesn the dir-e- rs l

in th” cas? of 31 commany.

In a3dditior to sinjyle capicals in the form of wropriotor-

in thea form of -zt mav

ot

ships proper, such cavitals also exis

be calied joint family »artnerships. Economicallw, thase

-
+

represent sinqla caPitals which mavy have been distribut @ ame-q
mambers of an undivided familv in ordeyr tO lasser th2 burdan
of w=2a3lth tax, by distributing the legal burdan of the 1"=221th.

Though somz of thi2m mav even have been register=d undesr the

o

Partnarshin Act, ther still r-main a sindgle caprital. 17as t
line on ths graph showvs, they account for a fairlv constant

10°% of th» cumulativ-e value of plant 3nd machinery.

1. 7e have had to make use of this admittedly sma” 1
sample 23S th=r= doss not app=ar to b= anvy other
sourc: of data which classifies the itams in =
form suitabla to our purwose.
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Th=2 constant Dercehtaqe of the joint familv partnershin
in the cumulative value of vlant and machinerv combined with
a falling vercentares oOf siﬁqle capitals as A whole implies
that thesy have 3 greater weightage as a form of operation
amontst the larger single capitals. This would imply that
the joint familv partnership, whether ragistered or not, mav
e an intermediary form le2ading to the development of multinle

canitals (partnerships proper) .

P

In a sensa contrary to the case of the joint familv
partnership, which are in fact single capitals, we may also
have multipla capitals oberating as a proprietorshiv, Can-

tralisation has occurred h

[0

re but *the unit has not bsen

registered as a partnership, probably hecausSe of ignorance

of the advantages of registration.

The discussion so far has shown, firstly that th=2 imor-
tance of multinle canitals increasss systematicallv as =the
size of the unit in terms of the wvalue of plant and machiner
increases; and secondly, that thes legal forms of propri=torship
and partnership are good indicators of the existence ot a
sinyle or of multipls capitals. In addition, we have discusss?
the joint family partnershib; and the multiple capitals proeoris-
torshin, both of which represent transititonal forms from
single to multiple capitals, and the alternative legal £0ovms

appropriate to this transition.
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138 far 3s nultivle differ~ntiat=d (Factiv~" and “passiva’)
cavitals ar= conecern~d, we find this occurind, as might »e
expecte, onlv in Private limited companies, Of course thera
ar= cases of "sicening partners" vwithin partnerships, and =7en
mro-irietorshivs run by 2 saliried manager, both of which cculd
classifr as ~»xamplas of the e%istencp of both active ana
passive cipritals. Harzvar it seems that in such cases th=
pPissive canitils are combined vith tha active ones »rimarilv
on the basis o€ scociil Honids and trust, as distinauished from

the 2conomic loagic of centralisation,

Turniny te th=e s2cond transition, i.e. from multini-

-

uniifferanciat~3 to multivl~e differsnti~tad capitals, cmu:

v

survey contiined = axamples of mnleiple Aifferartiatec
capitals (i.e. crivat: limited4d comvaries) and S0 we are unable
+o establish with this data that such canitals are of irrger
size than undif€erentiatad capitals (partn=rships). Hcrever
we can ostablish this throujh th. ase of different “-w o’

data.

1T have shor'n that, historically, it vas the increasing
pace of technical and economic »roiress that required an
acecelerated ac-umulation throuqgh centr=lisation of carikals
and, inevitablv, cthat this led to the diffarentiation b=2tw==2n
active and massive capitals. "= hivs alsc mention=ad ~hat on
the avidence of nur survey data, this diffarentiation throvih
~entralisation took plac: oridinarily through thz l=2a21 forr

of the privat~ limitad commany., I wa can no’ deonst-ata
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.

that these companies repra2sent centralisation, combinzd with

differentiation of capitals, we will have in =ssence esta-

blished our point that the private limited company reptssents

an economic advance on the proprietcership in the sens~ th3t 3
4

graater degree of centralisation has taken placs in tha foir-~

mation of the associated capital.

We may mantion in this connection that our survey daid
not include any casz2 of A single capital operating in the
form of a private limited company: thus som=s centralisation

does se=m a3 necessary condition for the utilisation of the

company form,

The other data that we"have which are r=levant to cur
argument arse: bassd on 3 c¢:nsus scale analysis of vrivate
limited companies, ragister=d in Maharashtra, and in ovesration
in 1962.,l The data have.been prasznted in a manrar so aS to
describe the chiracteristics of tha companies in terms of
shareholding, directorships, ©lace of cperation, balancs sheet
items and so bn, e nota that th2 census covered 3194 commaning.
repraesanting 80% of th= pDrivats limitad companiss, and G2¥
of all companizs (public and private limited) in Maharashtra.
On an all India scale, the companiss representsd 169 of thea
total number of Drivate limited companies, and 28% of their
paid up capital;

—— - —— — 40— oy ot T s P

2 of Privatz Limited Companies
t IT, Ownerghin and Managmment',
cal Wezkly, VI (1971), 283,

1, V.D.Lall, "Structur
in Iaharashtra, Par
Bconomic and Politi
Pp. 1363-1402




As €ar 13s centralisation is concarned, th> follasing
tanle shrws th2 assantial 1ink betwnzn the procszss and the

formation of privat: limited companies.

e . s o

NITBSR OF O'NII73 FAIILIS

- e o - o . — e " — o

. e s o e mE e em e e G mm  we e e wm mm v s e R e me e et e e =

No. of Families Mo. of Com»anies ” of total
1 1nr30 2.2
2-3 1190 37.3
4-5 471 14 .7
A=7 195 5.1
8-10 136 4,3
11-15 75 2.3
Abovz 15 97 3.7
Total 3174 100.0

£7.7°% of tha combanies are o'ned (more than 507 stares-
holding) bv at least tro families, which we to%e tC rz2rIes~nt
distinect camital, vvhils 15.7% involve more than 5 famili=s or
capitals. It is important to note that as awnership has be-n
definad a3 3 minimum of 50v% of the totnl sharehnlding, *he
tot~1 number of oarrars, and tha Jegree of centralisatich, mawv
be much qgreater than this table demonstrates. in addition,

cerporats holdings unconnnoted with othar corPorate, oOC
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;ndividual holdings have been includnd within the definition
of a "family"; and such holdings themselves imbly centrali--
sation, althoush in thes= cases, as Lenin.descvibed,it takes
the form of control of "daughter®™ and "gfand daﬁqht@r” companias.

that is, across organisations which are legally distinct.

The differantiation between active ‘and passive capitals
is shown by the followiﬁq table of thz extent of awvnership by

Directors, and their families and assbdciates:s

—— i s i S i

Ownership of Companies Rergistered Total
3hares by Bafore 1954 Between 1055-1962
% . 4
1. Directors 41,9 37.1 40,5
2., Directors' fami- 39,4 38,0 ' 39.0
li=s and asso-
ciates
3. Others 18.7 24,9 20.6
Total 100.,0 100.0 100.0
Paid up Capital 76.87 . 32.31 107.18

‘ps. Croress

The percantage share of "othars® which we have taken o
be "passive", capitals was 21% in the total. "What is inter-

esting is the sharp 6% rise in this share batween the T L7074
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compani2s an<d those reqgistersa botivesn 1955-1962, Tnis
impli:s that th= controllinag cavitals were making inct.c:ing

uses o0f passive cavitals in th=2 later reriod.

— i o0 e

s - s ann s Ve . i Gt e - - — e — 0 emv

- —— - - — o o——

: - -
1
! Numb.or of Sharsholders
1 [}
N s e T T T T T T T T T T Ty e
}é“g}*t:‘:l 1000 ! 1000 {5000 ! 10000 ! 15000 'Above ' Total
AvLLA 'and ! to ! to ! to ! to 175000
b2lor ' 5000 $10000 Y 1500C | 25000 | :
e e e - U N SIS S L
1 .50 Lakhs to 3 1 4
ree 1 crore
2) i~ 1 cror~- to 5 ‘14 13 4 2 z 41
3. 5 croras
3) r:, 5 crores to 1 3 1 3 2 13
rc.10 crores
4) r2,10 croras to 2 1 3
1,20 crores
5) r3.20 crores 1 1
and abova
8 16 16 5 7 7 5S

Source: Company Mews ind Notes, VI, 1 (1967), p.27.
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e may nov turn to our fourth desree of centralisation,
febrasentad bv the quoted public limited company which, by
cefinition, may have an unlimited number of members or share-

holders.

Rigorous pronf that our fourth stratum consists of
capitals larger than the third, would rocuire us to shcv an
increasing presz:nce of such capitals amonast the 1érqe size
groups of all capit-ls. This is a tadious exercise, and we
will confine oursslves to demonstrating esvidence for this
pfoposition° We take the aid up capital as an index of the
size of the individual company, which itself mAy be takén as

-

A manifestation of thz centralised Capitalqi In this exarcise
ther2 is a clear qualitative distincticn, gen2rated by -2
relationship to the stock exchange, beoveen "guoted" puoiic

limited compani=s on the onz hand, and private limited companies

and unquoted public limited companics on the other.

The data that we have r=late to the vear anding 30-h
Saptember, 1966°2 On this data thare wer=, in all, 27010
companiess renistered undesr the Companies aAct. OCOur of these,
there were 689 companies with a paid up capital of »,.50 lakhs
or more, These accounted for Ps,2008 crores out of the total

paid up capital of P,2987 cror=ss, Detailed breakdovn wzs as

follow sz

1, Table II.5 shavs tha relationship betwesn the
increasing size of the paid up capital, and the
increasing number of shareholders, or »reviously
independent caditals. ‘

2. Government of India, Dapartment of Company Liav,
Information Broadsheet No.47/1957.
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. o i et . o g

Numbear Pajid uv Capital
(,e. croreas)

All companies with maid up
capital greater than 689 2008

,50 lakhs

of which

A) Public sactor 79 9ng
companies

B) Private Sactor

i) Public Limited 538 a7g
Compinies

ii) Private Limited 43 42
Companizss

Of th= Private Limited Companizs in the Privat=s Sa~tor,
we find that all 43 have a paid up canital of 1le2ss than .5
crores, while there are 27 Public Limited Companies in the
same sector with pail up capital ranging betireen P<.5 crores
and r5.40 crores., In other words, the Public Limited Compznies,
which as the table above shows, dominate the bracket ovar -~.50
1akhs, are suprem= when we consider that above r-.5 creor=s, Thus
Pulrlic Limited Compani2s do extend to a size group vell besrond

the largest Private Limited Companv.

Harever, not all Public Limited Compani=es arz quo'=d on
the stock exchange. Tn fact, of the 6411 companizs of this

tvpe, only 1540 were quoted companies, including 10 sterling
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companies and 8 which were in the Public ,S;;ctot:a1 Thesea
1522 guoted rupee Private Sector companies accounted for
Rs. 1120.72 crores out of the total of rs.1385 crores of all
such public limited companies, which represents about 80%
of the capital at face value. Of course many of these
companies ars comparativelv small, but the point is that such
companies with access to the stock market dominate both the
Jeoup of public limited companies as a whole, and of the
entire corporate sector when we consider the largest size
groups., Thus while thers aré 30 quoted Rupee companies with
raid up capital greater than .5 crores, it mav be racalied
that there weare only 27 non govarnment public limited coﬁpaniee
of this size. Thus the largest quotaed companies do include
the entire range of verv large non government companies, and

-3 Government companies in addition.

It is a straight forward, if‘§éry tedious exercise, to
conéinue such break daovns to smaller companies. If such an
analysis wers undertaken, we would obtain a chart or qraoh
shoving the declining importance of our fourth stratum
(quoted companies) as the PUC limit declined; this would be
similar to the results for the single/multiple capitals transi-
tion we have demonstrated. B

———— o ——— — "

1. "Securities guoted on the various Indian Stock
Exchanges as on September 30, 1966". Company
News and Notes, V (1967), 21.
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IT1.6 Conclusions

- s i s k. i ey sy T g D s .

"2 have been able, in this manner, to identifv four

strata of camitals which d»pends essentially on the relation-

ship betwzen th2 individual fused capitals themselves. We

have also been able to hvvothasise that the strata are dis-

tinquish<d bv the following forms of organisation.

Stratum

Small capital

Characteristic Form of Operaticn

Single capitals Propristorship

Fedium small capital Multiple cavitals Propri~torshiv,
Partnership
Medium big capital Multiple differ- Proprietorship,

Big canital

entiated capitals partrership, vrivate
Limited Companv,
Unquoted Public
Limited Company

tonev cavitals Proprietorshirp,
or stock Partnership, Private
caritals Limited Companv,

Unacuot=2d and quoted
Public Limited
Company.

For =ach of these comparisons we have had toc usSe quali-

tatively differznt data tc bring out ths essence of changes

in size of the

capitals. For the transition from singl=a to

multiple uniifferentiated capitals we used data on gross

value of plant
units. 1In the
tiated (active
the difference

the transition

and machinery in small scale manufacturing

transition from undifferzntiat-=d to differen-
and passive) multiple capitals w2 demonstrated
in the relationships between the capitals: in

to ailvanced stages of centralisation we used



the concept of paid up capital (i.e. fac~ value of eguity
shares) ; and finally we showed how increases in paid up
capital are genarally accompanied bv incresases in centra-

lisation as indicated by increasing numbers of shareheoldincs.

W'a have now comblated tha2 outline of our task of strati-
fication. We have bean abls to definz2 the strata through the
use of the concepts of the individual capital, and the proc=ss
of combination of capitals through centralisation; and we hava
illustratad tha correspondanca bébdeen these.strafa and thoa
legal forms of organisation =2nabling us to id:ntifv individual
members of =ach stratum. With this identification machanism
wa have lookzd again at the findings of studi=zs of the process
‘of conesntration in India; and firnally we have shrwn that all
the.four strata we have identifi=d by our scheme axist in

greater or lesser m2asures within the Indian economv.

Hvek ok kk
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Iin th: two previous Chapters we have discuss=d thz
oriyin and th: grarth of industriil capital essantially
from a sociological point of viaw. For this reason we
w sr2 concarnad thar: vith the individual industrial capital
and, in particular, th=s processas by which such capitals
v;er.: gaznarat2d. Implicit in the line of r :asoning we dev-a-
lop2d was the conceotion of th: drvelopment of capitalisc
production as lying ess~ntiallv in the twin aspects of the
gronth of industrial forms of capital, combinziwith tachnical
advances in the process of production. ' woull therzfora
enohasise that, for us, industrial cavital misht €ind congrata
~xor :ssion in industrial units usingy varv differant kinds of
teochnology. Each specific teachnology might in turn b2 in use
in industrial units whosz social character was patty bourg=nis
or 3 transitional form. It is this concaption of thz dzvslop-
msnt of capitalist production that 1inks the sociological
discussion in these Chapters with our ovarall purpos~, which
is the effect of the Small Industries Policy on the devalop-

meont of capitalism in industry.
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The origin and the evolution of the Small Industries
Policy will be discussed in later Chapters in some detail.
However, before wa can proceed to what hiqht be éalled the
politigal economy of the Small Industries Policy, it is
necessafy to have an understanding of the structure of small
scale production in the period whan the policy became opera-
tionally effective. For this reason, in the following sections
of this Chapter, and in Chapter IV, we shall examine the.level
of evolution of capitalist relations of production in s=lected

industries in the middle nineteen fifties,

Dufing the period of the debate on the Second Five Year
Plan strategy, with its emphasis on the rqle of small scale
productioﬁ in meetingrthe expected demand for consumar goods,
the Research Programmes Committee of the Planning Commission
funded a series of studies of small scale production in
various industries, and in specific locations. At about the
same time, the ‘All India Handicrafts Board had commissioned
vresearch into the conditions of some of the industries within
its purview —-- in this case those producing goods of artistic

valus=.

These surveys, although thev have folloved different
methodologies, and even within the same series of surveys,
have often defined a small scale unit in different ways, 3are

valuable in the information they provide about the level of
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devzlopment and ths possibilities of further grovth of small
Scal> production. As most of them wer~ undertaken bafore
sp:cific policiass to encourage small scale units had gained
mom=ntum, thzy provide some benchmark 1gainst which progress
may be measured. Unfortunately, no further Survays of an
equivalent type have bzen undertaksn in the succzading 2C
vz2ars, and it is not possiblz to sae th: :€facts of genaral
<conomic development on spacific industriss or geographic
locations. However, the studics are of importance in
enabling us to establish the lzvel of developmant of aarly
capitalist forms of industry, and also the strzngth of those
units ancillary to thz gravth of large industry, commerce,

and urban life in general.

A survey of this industry was undertaken by the Indian
Cooparative Union on behalf of the All India Handicrafts
Board in Daca:mber 1953.1 Although thare wer> about 50 firms
in IMMirzapur, the industry was at that time largelwv in the
hands of a group of 4 or 5 British dealers who weras responsible
for 75 per cent of the export trade in carpzts. Ixports tham-

selves accounted for 90 par c2nt of production which was then

about 25 lakh square yards 13 y2ar.

1. Government of India, Ministry of Commerca and
Industry, All India Handicrafts Board, Rgport
on tha Carpat Industry of Mirzapur and Bhadoi
(Indian Cooperativ: Union, Now Delhi:1955).
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The dealers were very hostile to the Factories Act,
and in some cases, had given avay the dve2ingy and finishing

establishments to contractors,

In 1953, there were approximately 12 000 carpet looms,
each of which provided employment to 4 or 5 versons (60 000
in all), and subsidiarv occupations, mostly to women, for

an additional 1 00 000,

Employment throughout the year was unusual, even 250
days in the y=ar would be uncommon. The working dav v as
from 7 AM in summer (8 AM in winter) until night £all, w _th
a one hour break at midday, amounting in all to an 3-10 hour

working day.

The dealers would generally advance raw material, designs
and specifications to karkhanedars or loom cavners who =«ploved
weavers on a plece rate basis, Occasionally dealéeruould
approach weavers directly, and in other cases, Xkarkhanedars
would Pass on orders to self employed weavars who would be

supplied with raw material.

The process of sorting, spinninjy and yarn opening was
done by women of the loom awners', or weavers',; families
while carding was dons entirely by men who owned their own
equipment. They were not attached to any particular loom

ovner and moved from cottage to cottare as work arose.



Weavers were Paid according to the number of diharis
(6000 knots) woven by them, an average weaver weaving 1
dihari a day. Monthly earnings irere about Ps,20-22 when
employment was continuous, though no péyment\vas made for
the time spent in setting up the war» on the loom; this

would normilly take 4 weavers 2 davys to complete.

Carders and climpners earned r:, 15-20 ver month, while

thz vvomen engaged in spinning ani ovening yarn got r:.5-:0,

While thz loom arner's commission varied betrreen
r3.6-8~0 and s, 2-0-0 Der sguare yard devending on qualitv,
the net =arnings wre small because of his expenses and the

fines imposed by dealers.

In an average of 25 working days in the month, about
100 sg. yards would be woven on 2 looms, with 4 vrorkers on
each. Takingy the bregkdo/n of the dealer's production cost
as in Table III.1, this would give the loom G'ner a gress
receipt of !s.50 and a net receipt of rs.35-13-0 (see breakdown
of expenses in Table III.2). Havever, the fines levied by
dealers for (i)} non uniformity of pile (ii) loosa threads
at the ends (iii) warp or weft threads less than specified
or (iv) woven area short of specifications could amount to
10-25% of the loom owner's commission. The dealer's margin

varied from 20-50%.
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Table ITI.1

CARPET INDUSTRY ﬁ

—— o o — -

- e wm e e W mr e wm e

Woollen yarn (includ-
ing dying)

Cost of jute twins
Cost of cotton yarn
Labour charges

Loom owner's commission

Clipping charges

Dealer's margin

Dealer's sale price
per sguare yard

BEVAKQOWN OF PRODUCTION

- - o —— - —

— e e em me s e g e e e em e e e me e e

TS As. Pies % of dealers
salesvrice

- e e em  ew mm  wm mm am e mm v mm e e e e em e

14 14 0 59,5
1 4 0 5,0

1 0 0 © 4.0

2 12 0. 11,0

0 2 0 2.0

0 2 0 0.5
20 8 0 82.0
4 8 0 18,0
25 0 0 100. 00

- e e e wm e eam  wm e s e mm  mm em  ew e e o

- e e e W am  em  em  wmm e e M e mm mm ew e ew  mm  wem s Sm am s ew em o= e em o e
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Table III,.2

CARPET INDUSTRY : EXPENSES OF LOOM OINER

-t e - — ——— o —

- em  Ew  wm e em em mw e mm e M mm em  me MBS s w® e wm e am em e e e nE em e e

% of total

expenses
Rent for Workshop 5 0 0 per month 35.3
Provision of beedis 3 2 0 per month 22.0
M 2 annas
per day
Cartage from Workshop 2 0 0 (for 8 14.1
to dealer pPiece=wvoven
(® 4 annas per piece in the month)
of 12 sqgq. yards)
Charity deduction at 1 9 0 11.0
3 pies per sq yvard
Loom Maintenance 2 8 0 17.6
14 3 0 100.0

- ame ems s R e s S @R mm mr SR am MR e R e GE mE o S o an am e

—————t ——— o o

Mote (a) The expenses are spread over a month of
25 working days during which 100 square

vards of carpet are woven.
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Table ITT.3

CARPET INDUSTRY : PIECE RATH EARNINSS FOR

O LES i S G O R a — 0t — ————— e ———_— - it SED o v > — v

VIORKERS ENGAGID IN VARIOUS PROCES3ES, AND

o, 8 ——. . oy " T e o —

. - A —— ot i -———_—_————

Process 1906 1939 1944 1953
Sortiny (per 5 seers 1 anna 2 annas 3 annas 5 annas
wool)
Carding Ms.1 per 32 seers 16 seers 10 sm=ers re, 1% Der
10 seers
Spinning fs.1 per 16 seers 5 seers 4 seers 4 g22rs
Yarn opaning per 1 pice 1% pice 2 pice 1-15 annas
szer
Weaving Ps. 1 per 8-9 ) 4 2 Vs
diharis™® diharis diharis diharis
Clipping per yard - 2 pice 3-7 pica 2 annas

Nota (a) one dihari = 6000 knots.
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This industrv was surveyed by tre Indian Cooperative
'nion in Wovember 1953.1 The wvalus of production at that
time was "s.2.5 1a%hs per year of which rs.1 1lakh was accounted
for by the Ivory Palace a2stablishment, and the balance by 5

other dsalers, all in D=1hi.

Business, excert during tha four winter months from
October to January, was slack. During the peak psriod
dealers would bind even the ivory workers not working on the
dzaler's premises to them exclusively, although engagement
Oof VOorkars was on a no work-no pay biasis. The industry
2mployed 200 workars, 150 in Delhi and the rest in *the
mofussil (Gurgaon etc.). Excent for thz Ivory Palace which
employsd 13 workers, dzalers generally had 4-5 workers on
their premises on a reqular basis. Paymant was on a pia-e
rate basis except for ragular workers employed on thz p.emises

of a3 dealezsr,

0Of the output, M.4C 000 wvorth was made bv workers in

villages around D21hi; the comvetition from thes= worke:s

e
o+

<

larered both the zarnings and emvlovrant ovportunities oFf

workers. Workers who workzd at home were h2lved bv their

1. Government of India, !linistrv of Commerce and
Industry, All India Handicrafts Board, Report
of the Ivory Industry in Delhi Stats, (Indian
Cooparative Union, New Dalhi = 15955 . -




families who contributed unpaid labour, thus raeducing

labour costs for ths dealers.

Most of the mofussil workars, and about half the city
worXkers workad part time, some of the lattzr being governmant
and municipal employe=s. A whole tim= worker zarnad s, 3-4

per day, while part tim= workers and beginners earned rfs.1-2:

highly skilled workersearnad s, 7-12.

Money was borrov=d from the dealers for special occa-~

sions and occasionally for normal consumption purvoses.

Table TIT.4

- - - - - — b e G cra S e SR o W s - -

Inferior neck- Sup=zrior Eleaphant with
lace (per nacklace trappings
dozen) (each) {zach)

rqa AS. Pi’rzs 0{1 F'So 7'\80 PlGS ?9 PS: ~\‘lSo Pif‘:S
Cost of Ivory 9 0 0 5C 2 8 8 41,6 50 O 0
Cost of labour 0 C 39 3 0 0 50(0 3 0 0
Dealer's profit 2 0 0O 11 0 8 0 8.4 70 O 0
Dealer's sales 18 G 0 100 6 0 0 100,0 115G O 0
price

-Insurance & Freight 1 2 0 6% 0 6 0 6.25
to USA by sea
By Air 2 4 0 12 0 12 0 12,50
Final sale PriCe(a) 24 0 0 337350 0O O&»733 {ovar 3dca-
(UsA) (Over leis price

dea-

ler's

Price)

Notes: (a) Import duty levizd at rates ranging betvz=n
22% and 55%. .
(b) Includes 100% purchase tax in San Fraacisco.
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This was thz subjecct of th=2 third surray by ths Indian
Cooperitive Union in Dzcembar 1?53.1 At this tim2 thare were
about 30 000 looms in Ban3aras, and 3 further 5000 in Munarakpur.

About a third of th: formzr were idle.

75% of th> wzavars wvorkad it hom~ vith the sssistance
of th2ir family, buying material to us~ on th=ir own Llocms
ind selling to tradz=rs directly. The rest workad on 3 wags
basis in 3approximately 1000 karkhanas osn2d by brosperous

w2avars turned into master weavers.,

Each loom provid:drork to 1 weaver and 2 assistants,
implying a total employment of 90 000 in Banaras if =3ll
looms wera2 working. Daily wagns variz23d betwa~n is.1 -5 puy
day. Advances werr taken from workshop osuaers when ther:

as no work, but no interest was chargad on thes=.

Therz2 were abcut 500 stockists, 500 small shopkasPars,
and 1000 brokezrs in Banaras. Various alternative links

betr2en tho w2aver and the consumsr wer: as followss

—— T . - sy S s i

1. ZBovarnment of Tndia, Ministry of Commerce and
Industry, All India Handicrafts 3oard, Report
on _th: Silk 3rocade Industry of 3anaras
(Indian Coopz2rativs Union, Kaw Delhi : 1955).
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Chart ITT,1

o v o e o o s i
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' ]
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’ 1 . 1
; I Stocklat
! = 1
Consumer "

Foreign importer
]

1]
Foreign retailer
t

1
Foreign consumar
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Sm3ll scale establishments d=fined as those establish-
mants employlnq less than 20 workers wer= survayed in detail
in Moradabad by the Department of Zconomics of Lucknor Univer-—

sity in 1954—1955.1

Of the 3798 establishments found to be operating, 2645
were in the brassware industry, or in proc=ssas connected
with this industry. The survey therefore concentrated on

establishmants engaged in the four procssses Jiven below:

———— —— T —— ———_—— .

1. Baljit Singh, The Economics of Small Scale
Industries 3 A Case Study of Small Scale
Establishments of Moradabad (Asia, Bombays

1961) ,
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Table ITII.S

e o v —

Industrial Group Number of Sample Of which Partner-
Establish- size Proprietor- ships
mants ships

1. Brassware and 923 176 156 20
foundaries
2. Engraving and 584 121 116 5

Ornamental war:z

3. Electroplating, 349 66 60 6
polishing, ena-
mellingy and

finishing
4, Metill industriess 782 187 170 17
othervisz unclassi-
fied = =00 e e e s e e e m m e e - = e e - - o
5. Total 2645 550 502 48

Only 10.4% of the establishments were found to bs
composite units (defined as working nearly all the proc=sses
equired to complete the finished product, and thus ovning
thrir ovn raw materisl). The non-composite astablishments

worked only one or two processes, and vorked usually for
dealers who remained ovners of the semi finishad goods and

procaessed materiils at every stage of the process.

Although the composite establishments wers thes only ones
which may accurately be referred to as a "unit”, in that they
und2rtook 3 number of processes within a sinjle establishment

on ovned rav materials, they too werz linked to merchant
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capital in.the gliise of the dealers, 28 ‘can be sesn from the

extent of raw material sale on cradit terms to such units.

Table III.6

e mem AE oW ee  wm AR e wm e em em e W e cm e e e mn e e mm e e e e e

Industry Group 100% 75--100% 50=75% 25=50% 1-25% Total
I. (%) of units 38.6 13,6 * 31.8 9,1 — 6?8_ 1;6:0_
II.(%) of units) 30.8 23,1 38.5 - 7.7 100.00
V. (Number) — ;1— - ; - _1; o ; o ; - ‘5; -
(%) 36,8 15.8 33.3 7 7 100.0

AS can ?a seen, 86.8 per cent of units purchased raw
material upto 50 per cent of their raquirem=nts on crédit
from dealers. It appears that in return for this, units
ware required to purchass raw material solely from thz credit
giving dealesr, aven if at a higher than normal pricg, and
often to sz11 the finiéhed product to the same d=aler at a
predetermined price. As dealers, whether those with their
ovn karkhaéas, or others, controllsd 70 per centvof the

produce -0f the brassware industry, they were clearly in a

position to determine prices to 3 substantial axtent.
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Th2 non composite establishments on the other hind
would haggle and bargain for prices, and wore at no time
under a formal contract or obligation to work for any par-
ticular dealer; they might work on processing matzrial from
sev2ral dealers at th: sam> tine; these dealers vere traders—
cun-£financiers who combinzd wholesale and retiil trade, and
eeven imports and exports. Intzrfacing b2tween dealers and

the

[0)

astablishments was through 21 group of ag:nts or dalals
who €arm2d out dealer's orders. Their earnings dapended on
thz differance between the price stipulated to dealers and

the prica:s paid to the establishments. Warxhanadars, or
composit:e unit ovners, formoed a special tyoe of dealer who had

workshops for wvarious processes, but who might still conzract

work to other establishmonts.

It was found that the 75% of the dealars who farm2d out
work did so through dalils to the extent of 50% of thair orders.
On the marksting sida, too, theres werc 3 lonqg chain of wmiddlemen
batireen the producer and tha final consumer, consisting of

sal=2s ajents, commission agents and retailers.

Brokers wer=s employed by dealers sither on a salary or
on a1 commission basis, and were ~xpectzd to obtain orders
from trade contros outside Moradabad. They were paid, when
on commission, on the basis of th: differenc: between the
dealer's stipulated price, and the sale price, though tha
margin might in some cas3:s bs shared with the dealar. In

addition, there were brokers who speciilisad in booking



consignments on the railways, charging all incidental exp=..-e<
and a commission. It was estimated by the survey that tin-t
consumar prices were higher than the dealer's price bv 6.4%

in the local market, 27.4% in other centres in the country.

and 35% in overseas markets.

It appeared that while 10% of th2 dealars had thz2ir osn
karkhanas, only half this ﬁumber d=2alt sol;ly in goods man-i-
factured in their premiszs. Although thas=2 units employed
25 workars on the average ﬁnd their size would thus have
cexcludsd them from the surveyed =2stablishments, 100 dealcrs
were spacifically surveyed in all irrespactive of the size
of thzeir =2stablishment, in addition to the 550 producing

a2stablishments employing strictly less than 20 workers.

The size distribution of the surveysd astablishments
and the relative proportion of hired and domestic workers

wis as followss

Table III.7

- A 0 P P S s g

Industry Percentage of Units with average Total Domestic Huir:od

Group numbar of workers workers work.,
_________________ 4 “
2-4 5-9 10-14 15--19
T 51,7 34,1 10,2 4.0 100.0 37.3 62,
Ix 73.6 18,2 7.4 0.8 100.0 51.4 - 43, ¢
111 54,4 34.9 4,6 6.1 100.0 40.5 5.5
EAY 87.7 8.6 3.2 0.5 100.0 68.G 31,7
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Althoujyh thz survey includ:3 ~stablishments using oporar
(provid=1 th:y amployed less than 20 workers in all), it was
found that 92.6% w.r2 manually operatzd, 0.9% us~d dies2l,
while 6.6%, mostly in th2 :lactroolating and scraning pro-
c:ssa2s in the largoer brassisar=z units, usad ~lactricity. Hand
t:chniques and littl: us: of machinarv is a3lso evidza:nt from |
fFigures on the money outlay 2t historical prices on the

instruments of production in a2staibliishmznts.

- e mm e am e e ae  ew pw e wn  m eR am  ws s me e e e e M mm e e e -

1on2v outlay

- e o wm e s s e e e e v ms U wm  se  ae we

e ) I I  IIT TV v %
Less than 100 39 78 37 138 262. 53.1
Bitirezn 100 and 200 24 6 2 9 41 7.5
Bobtvezn 200 and 500 45 12 5 17 79 14.4
Batween 500 and 1000 22 10 4 6 42 7.6
Betirz2an 1000 and 5000 35 15 13 12 75 13.6
Betr2an 5000 and 8 3 11 2.0
10000
Mor: than 25000 3 1 4 0.7

- wm ww et s e e mr am ww  em SR em ee e me e ST me e e W S ew e e SR
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\
Although the notion of "capital" employsd (fixed and

working) is deceptive in a size range of establishment where
the bulk of fixed "capital" is accountad for by land and
buildings, which are in most cases hired by the proprietor,
and do not count as his own assets, the wvariations in average
~wvalue of the fixed and working "capital" betwesn composite

and non composite units is of interest.

Table ITII.O

- o S g

- - T A - . — - e D Mmp CER et s W WS SR W A — - T - —— o — o " -

- e em we ] e S o e dm e ew me A BB o mh e EE e wm e e e e o e ww wm e

Industry Fixed Working Total
Group (Average) (Average) (Averaqge)

PSe Rse PSae -

T a-composite 4522 5123 9645
b-other 1638 45 1683
c-Total 2359 1314 3673

II a-composite S — —_—
b~othar 974 12 986
c-Total 974 12 986
4145 140 4285

c 4145 140 4285

IV a | 3571 1838 5489
' 1401 21 1422
c ' 1553 147 1700

Vv oa 4305 4374 8679
1732 41 1773

c 2001 493 2494

- e am e e ww wm we ee We e v emm ww ew ™ aa e ew SR wm Sm em e e = e

Note: a-composite unit; b-other unit; c~total.
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The development of capitalist relations in the larger
establishments (in terms of employment) may be clearly seen

from the following table:

Table IITI,10

—— . — o o o gy

A e e em e em e ea s et am  mr g Em em e W e am e am s e e e e e e mw e e ww

- Ee pm e ar eh am me em e g R e e e e R am e W e e em e

2-4 5-9 10-14 15-19 Total
uvorkers workers - workers workers

- e o e e e s mB e s A e S e e mm R R e am mw  em e am R e W e e em e am  mem e .

Principal Product(%) 20.1 33.4 75.2 65.5 48,6
Subsidiary Product(%) 0.2 0.3 - - 0.2
Work done for othegé) 79,77 66.3 24.9 32.6 51.3
Gross Output (ps.) 7,02,000 10, 46,000 3,21,0C00 5,99,000 32,68, 000
averaje gross output(rs) 1,954 9,962 26,303 46, 077 16,381
Azverage net output (ps) 959 2,910 2,563 5,789 1,590
Gross output per 783 1,509 2,325 2,698 1,480

worker (rs)

Fet output per unpaid 4672 1,311 1, 359 2,016 753
worker (ps)

- s e m wm e o e M em e A EE mB o em WE wm dm em Sw e m mm N s S e e e o e e
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All establishmants w'e"re. found to be perennial, although
4.2% had slack seasons. The cjrduth of the brassware industry
may be esti’matgg' from the growth of demand for raw materials

as shawn below:

Table IIT.11

Item 1938 1947 1951 1954
Brass Sheets 15,000 27,000 31,000 27,000
Brass scrap 40,000 1,50,000 1,70,000  2,00,000
Zinc 35,000 50,000 45,000 E54,ooo
Lead 4,000 12,000 11,000 15,000
' Tin 500 1,000 1, 000 1,300
Total 94,500 2,40,000 2,58,000  2,97,300

- e Mm en em WM o mp e e ew e  WE me e e me e s e T am  me  wm e Sm e e e e

Sur\}eys of the matd.ﬂ iﬁdustrv, and the firawork industry
to be discussed in the next section, were undertaken in Julif
1954 by the BconomicsDepartment of Shri Venkateswara Univer-
sity at Tirupati.,l

1. Governmerit of India,_Planning Commission, Research
Programmes Committee, Small Scale Industry in
Sivakasi and Sattur (New Delhi, 1957).
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For excise tax, match units were classified according
to production capacities as follows:

CHART TII.2

Type of Unit Production Range
A Greater than 5 lakh gross a year
B Less than 5 lakh gross a year,

more than 100 gross per day

C Between 100 gross per day and
25 gross per day

D Less than 25 gross per day.

The survey found 41 units in existence of which 37
were in a class B and 4 in class C; of the class B units,
13 were Proprietorships, 18 partneréhips and onea was a
Public Limited Company. All units worked perennially,
suspension of work occuring only when there was a shortags
of supplies. 27 of the class B units usad no pover of any

kind.

The 41 establishments manufacturing matches, employed
14216 workers with a monthly wage bill of rs.2.15 lakhs. The
industry provided whole or part time employmznt to 44% of the
population in these two tovns (1951 population figures for

Sivakasi was 22,674 and 13,565 for Sattur).

Out of the 14,216 workers on piece wanges, 10,026 weare

working outside the establishments and 3741 within.

Even those persons who, during the day, were engagad in
other occupations, took to match making during any spare time.

Children from the age of 4 to persons of 90, including the
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blind, took part--it was the "listed" or visible 1abour

force which accounted for 44% of the population of the two

towns.

Piece work rates were as follows with average daily

earnings alongside:

Table IIT.12

- e WE um am g P am ap e em e mm mm e ey em  met e e e e e M em  em Y e e

Process Rate Daily Rarnings
Pse As, Pies PSe
‘Frame filling 0 0 6 0 =4=0 to 0-10-0
(for 1 frame) : (mostly by children)
Inner box making 0 0 9 0-12-0 to 1-12-0

(per gross)

Outer box making 0 0 6 0-10-0 to 1- 8=0
(per gross)

Box filling (40) -0 1 3 1- 0-0 to 2-0-0
(per gross) (60) 0 1. .6
Bande rolling 0 0 6 0-14-0 to 1-8-0

(per gross)

e ww aw ems @R e o8 B e W e Mr ap  ME  Am  ew em ems e mw  ew wme ew  em  am aw  em s

The survey noted some cases of "piece rate middlemen"
who would take work at rs.0-0-6 per gross and subcontract

at ps.0-0-4 to families.

An indication of the size of the listed work force in
the establishments is given by the table below for 36 units

including both types B and C.



108

Table III.13

= me e em e e e e mm e e e e em am s am e e e am s e e wwt e e e

Workers employed (within and Number of Units
outside premises)

— e e Em mm em wm e wm M o wm en wn e em e e e ew e ww am e me e e

100 to 200 6
200 to 300 6
300 to 400 8
400 to 500 6
Above 500 10

36

- - —— o

- em e e wm e e T eE e am e W e et et e aw wm ww ww e e e em we e am eew

The rande of fixed capital (excluding land and buildings

which only 13 units avned) was as follows:

Table 111,14

e am e am mm em A ms ew  em we  em e e e we  em e mm e e R o em e e we we e

Fix=2d Capital (Rupees) Number of Units
Less than 2500 3
2500~5000 8
5000-10000 8
10000~-15000 9 -
15000-20000 3
20000-30000 3
30000~100000 2
Above 1000CO 1

—~ T
. mm = r e e mm pmem mm  mm WS wm  en e e e am s e -
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The survey found that thchXJas no relationship between
fixed capltal and ptoduct1v1ty as ‘the ecuipment could be used

more or less intensivelyu.

Figures for productive capacity (as defined for excise

authorities) and actual production were as below :

Table IIT, 15

e ws e mm e s Mm  Em am s e m— e e e e - e e e e s e wmm s e me am e

Daily Productive Production Range Daily output
Capacity (Number of Units)
(Number of units) o .

. e e AR e e Em e T e e WP g e = e e e me Mm me s am  wm e e mm e e

4 Less than 500 gross." 5
4 Between 500 and 1000 gross o 10,
21 BetweenleOO and ZOOd W | ié>
gross
6 Between 2000 and 3000 2
gross
2 More than 3000 gross -
- Not known .5
B T

e m en ew e mm T ke e e e s en s cw e em Er em e e wm e e wm e e e

Out of the 37 units; the 8 strongest financially sold
in the local or regional market. The remaining 29 had sales
elsewhere in India through commission agents. 22 units
mentioned "lack of demand" as a reason for unutilised capacity:
this appeared to be the case with the smaller units which

dependad on wholesale commission agents for sales. The
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Table III. 16

o Y e - S 0 e g o P g i i ww m gun S ——— — W A - RV o

PSe aAs. Pies % of final
salzs price

- s e em MR mn am = e e e W e e em mw am me am we e e wm ame e mm ea em e e

Stage I Cost of production 3 11 0 81.8
including appropri-
ate excis~= duty

Averaje rallway frzight 0 3 0 4.2
Manufacturer's profit 0 1 0 1.4

Salns tax calculatzed
after deducting
excisz duty 0 0 6 0.7

-~ — . — — — — — T — T - " s Wt} T A g

Selling price 3 15 6 88,1

- — s ——— T —_—— —— T —— — —— — — — (- ————

First ttholesaler

Cost price 3 15 6 88.1
Profit 0 1 0 1.4
Sales tax 0 1 0 1.4
Selling Pricsz 4 1 6 30.9

. —— > S S > gt S s T D S . T S W i it} S S

Szcond Wholesaler

Cost price 4 1 6 90,9
Profit 0 1 0 1.4
Sales tax 0 1 0 1.4
Selling price 4 3 6 93,7
Retailer
Cost price 4 6 93.7
Profit 0 1 0 i.4
Sales tax 0 0 1.4
Selling Price 4 5 6 96.5
Parwala or Petty
Shopkeeper .
Cost price 4 5 6 95.5%
Profit 0 2 6 . 3.5

————— — o —— —— —— —— — G W A o S S GO —— o =

- wn s e aw ar we em e s e e mm ee  em mm ae =W e e e e S e ew s e S e
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agents were mostly from Northern India and the larger units,
in addition to -having their own marketing channels, were in
the process of developing contacts with retailers in the

local markets, where the comnission agents had little influence

N

It appesared that wholesalers dealing in matches did so
only‘as.a sideline, and in order to realise their investment
quickly, passed on. the stock to a Seconduwholesalef. This
strind of middlamen, and. the need to ensure that the parwala
.Obtained at least the same profit as from’larqericoncerns |
with their own marketing network, kapt the profit margin of

the smaller units depressed..

———— . - — - o e ) - — - — - o> -

21 units were surveyed, of which 10 wers proprietorships
and 11 partnerships, all manually operated. Thz2 units were’
covered by the provisions of the Explosives Act which specified
;quotas or ceilings upto whiéh a unit miqght store products.
;Out of 16 units which avned land and buildings, 6 had suffi-
cient space to store substantial quantities; the others acted
as fesder units. The smaller units, with qudtas betwaen 25
to 200 1bs had to sell the produce as soon as the quota was
reached; some of them obtained raw materials from the larqger
units. In fact 15 of the 21 units were "feeder" units,
obtaining raw materials on credit from wholesalers (either the
larger units, or outsiders) and selling produce to them,
During the busy season, leading uptb Diwali, they were unable
to undertake orders independently without riskinqﬁqood.will

and patronage from the larger units,
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3 units workad throughout the y=5r, 7 for 9 months,
8 for six months and 1 for 3 months. Distribution of

Production was as follovs:

Table III.17

e ws  mm ce me em em wow e e ms e omem mm em e e am o S e e em e

- emw 4w ew W m o am e M e e e e am e we e e e e g e e e

Below 5 1
5 to 10 1
10 to 25 3 TFeedzr units
25 to 50 7
50 to 100 -
100 to 500 3 ®inancier units
500 to 1000 1
Above 15000 1
-_;;___

- we em e em am ew e mm e e e m mm  mb e e e e e e aw em e em

Domrstic work was not possiblz in this industry, except
for the manufacture of papar boxes. Distribution of units

by size of workforce was as follows:
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-

Table IIT. 18

Number of workers Number of units

5 to 25 10
25 to 50 4
50 to 100 -4
100 to 200 : _ 1
20C to 300 C -
300 to 400 1

400 to 500 ' 1
21

- e s wm e e ew Mt mm wm e ek e el e e e e e S e e e e e e e

—— e —— e S i e ot o i e v e —— ——— — ——

[ .

Al though the Planning Commission's Resesarch Programmes
Committee ﬁad commissidned&a number of other studies on .
- small scale production, ws have felt it worthwhile to examine
only two. These cover Delhi and Bombay, and give some
indication of the hature of small units in large urban areas.
Unfortunately, the typés of units surveyed in the two cities
are quite different, and the information has not been
collected on a census basis., It is therefores not possible
to use the data fé{ any purpose bayond obtaining a feel of

the natures of small scale units.
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1T1.9(1i) Survey of Delhi

- — i e - - e ————

The Delhi study was conducted in 1954-55 by the Delhi
School of Economics.1 As a basis for the survey theyv made
use of a census conducted by the Department of Industries,
in 1951, suitably updated. Units in selected industriss
employing betwveen 2 and 17 workers, with 3 miniwum "block

capital" of r;.250 were included.

The study distinguished betiizen three types of small

scale production:

(1) "Cottage type handicrafts where the individual
producer works independently in his avn home
and controls the entire process ¢f manufacture
and marketing.

(2) "A variant of handicrafts which is also carrisd
on in the homes of workers, but on 3 relativelvy
larqger scale, the owner's labour bzing supple-
mented by hired and apprentice labour, =nd often
on the basis of advances in respect of cost of
rav materials from middlemen traders.

(3) "A small workshop or 'Karkhana' in which workers
are =ngagesd by zither a craftsman entrepreneur,
who has moved up the ladder by proficiency in
his craft, or by a merchant who has gravitat=d
from the position of a seller of products to
that of the controller and ocwvner of the vroduc-
tion unit itself."

The study concerned itself with units in the second and
thir3d category i.e. independent small commodity producers

vaere excluded from the survey.

- ——— - ——— - —

1. P,M. Dhar, Small Scale Industries in Delhi
(Asia, Bombav:1958)
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Uﬁ%&rtﬁhéﬁél&,.£hé reét of Ehe study does not continue
with the same level of scientific enquiry, for inspite of
‘the explicit notice of the existence of merchant capital,

- the data have not been analysed in a form which allows one
to distinguish between units of the second and third types
i.e. small commodity production subordinate to merchant
caprital, and small industrial capital. There are some

stray remarks concerning these guestions in the section of
_the stuay concernad with specific industries, but the impor-

tance of the distinction does not seam to have been recognised.

Howevar, a distinction is made between hand, and machine
production on the one side; and with units employing 2 to 9,
and 10 to 19 workers on the :other., It is possiblz therefore,

~to make the following categorisation of units.

CHART TIT.,3

EMPLOYMENT SIZE

2-9 workers 10-19 workers

Small commodity producars

Using under merchant capital Small Factories -D

Power B- |+ small factories ‘

Not Small commodity producers -C
- Power A- |

[ t
) 1
1 [}
[ )
L 1
L} 1
] ]
] ]
] .
1 [}
1] 1
1] ]
) . 1}
: n orie
using tunder Merchant capital Manufactories :
[ ] " L}
‘ + '
1 1
'Capitalist cooperation ;
1
' + !
] ]
'Small manufactories :
[} 1
1 ]
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13 industries, vith representation in the porulation

and in the sample as follows, werz surveved.

Takle ITI.19

B e . T T . S A

Number of units Surveyed

1. Flour mills 2772 55

2. Printing Presses 267 54

3. Trunk manufacture 225 45

4, Leather footware 180 36

5. Light engineering 105 26

6. Electrical goods 36 18

7. General ®ngineering 80 20

3. Hosiery 77 19

9. Soap 80 20

10. Foundries 51 17
11. 0il mills 32 16
12. Drugs 50 16
13. Electroplating : 76 19
-1531 362

- - - —
- mm e em mm we mm e aw e mm  wm  em e we  me e e e e - o e m- -

Responses were obtained from 326 units in the

following 3listribution of forms of production.
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Table III,.2

T e T mm e s mr e em s e e e e o am e e em s e ew e ee

Industry Total
Number A B C D Responses
1. - 53 2 55
2. 25 12 2 15 54
3. 38 . 38
4. 33 ' 1 | 34
5. 7 4 5 9 25
6. 2 8 6 2 18
7. 3 4 3 7 17
8. 7 5 . 3 16
9. So11 4 15
10, 6 2 6 14
11. T o 14
12.‘< 8 2 3 13
13. 10 : -3 f 13
Total 140 112 27 47 326

T wm e o e am e MR e O™ em e e e w e e wm em e e e el wm wm e e e gem

282 units (87%) were eéonomically of the form of a
single capital as defined by us in Chapter II, out of which
154 (47%) took the form of proprietorships and 128 units
(40%) wer= family partnerships owvnad by two or more memﬁ%gs
of the same family. Of the remaining 44 partnerships

(multiple capitals by our criterion) there were only 2 cases
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of a family controlled unit with some shar= h=1d by out-
siders. "There is a fierce tendency to ke=p th: business
within the bounds of ownership of the farnily."1 In the
other 42 cases the partners were individuals or small

groups not constituting a family.

Non familv partnerships werzs formed through eith=sr ex
crafttsman or ex merchants coming tojgether to pool reasources,
Th= data indicated that although partnerships were qgenerally
formed lue to lack of finance within the familv, and inability
to raise it from outside sources, merchants and craftsman

very rarely came together, because of differencss in outlook.

Data on the ratio of hired and family labour provide

more details of the rz2lative level of capitalist production.

Table III1.21

- e ews mm ms @n  Em em e eh e we e Mmoo mm mm mm e e R e em e e e e e

Industry No. of Total ° of which are
Group Units Employment Gvners Family Hired Appren-
Members tices
. 55 209 29,7 14.8 54.5 1.0
. 54 473 15.0 4.0 73.4 7.6
. 38 177 27.1 19.0 40,2 13.7
4. 34 133 27.0 40.5 28.0 4.5
5. 25 269 13.7 3.7 77.0 5.6
6. 18 140 27,2 7.1 64.3 1.4
7. 17 205 10.2 1.0 82.0 6.8
8. 16 128 15.6 4.7 78.9 0.8
9. 15 96 17.7 15.6 64.6 2.1
10. 14 152 14.5 2.6 .72.4 10.5
11. 14 78 17.9 20,6 61.5 -
12. 13 93 18.2 8.6 73.2 -
13. 13 112 16.1 0.9 75.0 8.0

- ew wE e am e mm e e ew G s e e M s emm SR em e e W am ae  me  em e w e

1. P.N.Dhar, Op. Cit., p. 20.
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All wage workers except in the hosiery (No. 8) and
Footwear (No. 4) industries wefe'paid on a time rate. 1In
the former, the nature of the work made a pieca rate system
more suitable:; while in the latter it wWas an indica£ion éf
the nature of the work (ésséntiallv a puttind out system)

operated by shoe and leathsar merchants.

It is unfortunate that the data collected by the survey
on fhe instruments of production are of little value for
.tabulation has mad= no distinction between small commodify
producers and capitalists, and all instruments of production

within an industry are described as "fixed capital".

Similarly, the study says the following about the

wholeSale—merchént°

Besides furnishing a readily available market to

the producer, the wholesaler often performs other
servicing functions for his clients, provided in
other countries by bankers, trade associations,
journals and technical bodies., Ths wholesaler is
therefore, a multipurpose institution and constitutes
the external economic world for the small producer.
One obvious result of this dependence is that usually
the terms of trade are turned against the small
producer. /emphasis added.”

This understanding should have mad=s obvious the inadequacy
of an undifferentiated approach (in terms of the 4 categories
of units) towards analysis of '"working capital%, but thz study

shows no signs of this.

1. P.N, Dhar, Ob, Cit., P.49
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Some id=a of the integration of theszs urban units into
the production cyclz of large manufacturing units is given
by th: following table shaving the source of the inputs to

production and of sales.

Tabl~ IITI.22

- me e e s ae  Mm me  am A o eem  Am  am S mm  em e mm e e e s e mm s am e e e e e e g

Unproca~ Proce- Proce- ___.Sales to_______
IMESEY  primary  smail lage | fobg gmall e
products scale scale s ar e/
units units ? - ”
1. Flour Mills 99.0 C.5 0.5 99,7 0.3 -
2. Printing Presses 1,1 14.6 84.3 54.2 33,6 6.2
3. Trunk Manufacture 0.1 5.0 74.9 100.0
4. Leather footwear - 31.2 68.8 100.0
5. Light 2ngineering - 4.1 15.9 70.3 22.3 7.4
6. Rl=ctrical goods 1.3 14.8 83.9 82.3 0.3 17.4
7. G:nzaral cengineering 5.2 4,8 90.0 54.1 26.3 19.6
8. Hosiery - 0.1 99,9 106.0
7. Soa3p - 3.3 C96.7 100.0
10. Foundri=s 1.3 25.9 72.8 31.9 52.2 15.9
11. Cil mills 99,5 0.1 0.4 39.8 0.2 -
12. Drugs - 0.8 993.2 100.0
13. Zlectroplating 1.1 14.3 84.6 79.8 20.2 -

- e en e wm wm em mw s mm ee em e ee e s am em em em em e e G o we ew e e e e em e

Both the flour and oil mills essentially process produce
providad by households and the very high proportion”of the
entry under "unprocessed primary products" is due to this.
mhs corrasponding high percentage of sales to households

can be s=22an.
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Specific remarks made in the study about somz industries

provide furthaer information from which inferences may be dravn.

Flour Mills

Printing Presses

Leather Footwear

Light Engineering

Hosicery

CHART TITTI.,4

- —— v o

The 2 larger units process flour
on their ovn account, and card
cotton and chaff grass in addition
to grinding grains, pulses and
salt, Some of the smaller ones
also d=al in retail trade in
foodgrains.

There was considerable prassure
on the non mechanised units to
mechanise in ordsr to pay equi-
valent wages., Use of zslectricity:
and powver drivan machinery did
not lead to an incresase in the
l1abour force.

Growth of units retarded dues to
insistehce of middlemen purchasers
that 'chamars' buy raw material

from their associates. Cash payments
were made subject to a discount
called Reyalt., The only 'unit'
employing more than 10 workers is.
operated by a merchant on a putting
out basis.

Most units in this industry are
run by "genuine entreprezneurs"
who are anxious to retain their
indepandence from wholesalers,
and thus maintain stocks,

Some units were thinking of trans-
ferring marketing operations to
merchants becauses they felt that
lower prices would be compensated
by freeing money tied up in stocks
of finished goods.
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The only comm:nt that neads to be made is that the
polarity in attitudes betwzen units in liqht ~=nyineering
and hosi=zry about the advantages in retiining th~ sales
function may be due to the spacific naturz of the two
commoditi=zs. Thus, in ths hosiery industrv, th= stage
vvher> specialisation in the process of circulation and its
s~paration from production, is of value to th: entrapransur,

miy have bezn reached.

Th=z study of units in Bombiy was conductad by th.:

Department of Economics of thes University in 1954—56.L

~

In this casc the sampling frame consistsd of units rzgdsterad
under the Shops and Establishments Act, with th-= exclusion\
of units liable to r:gulation und=r the Factorizs acgt. It
w1is therefor: confined to units employing lass than 10 workers

with pover, or less than 20 workers without pover. 1060 units

wer2 samplad on the basis of this frame.

Unfortunastely the rasults of this survay hav: b=aen
pProc:ssed in a manner which ressults in the data bzing of cven
less use to us than that of the Deslhi Survey. No distinction
is mad: even between powered and non povered units within
industry groups, let alonae betwe=n those with different size
ranges of employmznt. We haive ther=forz been abla to use
little information from the rzport since most of th= data as

analysad has little significance for our purpose.

1. D.T.Lakdawala and J.C. Sandesera, Small Industry
in a Big City : A Survey of Bombay, (The University
Press, Bombay : 1960).
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The sampled units were placed in 51 grouPs on the basis
©f a minimum coverage of 3 units; detailed analysis is avail-
able of 20 of these groups which had mors than 15 units each.
These accounted for 80 per cent of the total number of units
and 75 per cent of the workers., Howevar, before examining
the data in connection with the 20 industry groups in detail,

there are a few points that can be made in general.

It was found that only 18 units, out of thes 1060 in the
'sample, ovned the land and buildings in which they operated.
In fact, in as many.as 93 cases, land and buildings and
machinery were leased in by.the oparators of the units -- in
other words, the actual owners of these units were content

with a rent.

The other point of interest is the role of merchant
capital. The survey found that 342 units, or a third of the
total number, made use of borrowed funds, and accounted for
391 cases of borrowing., Of these 259 cases involved traders
as creditors, and 84 "friends and relatives”", It is significant
that in 248 (95.7%).of the trading credits, no interest was
charged, implying that controi over inputs or ouﬁpﬁts was
secured, in addition of coursé, to the probable existencs
of a hidden interest elemant in terms of higher costs for

inputs, and lower prices for outputs,

We may now turn to detailed analysis of the 20 major
industry groups (Table ITII.23). As can be seen, hand pro-

duction dominates. In 13 industry groups manuallyoperated
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Table ITII.23

------------- i I e e
s Yo, | % of units, Total ; °. of which are ,
v of lUsing , Fot | labour; Gwners, Family:Salaryi'age !
Industry yunitsjporer using , force , i Mem- ;~arn- ;earn-
‘ . | Daver | ‘ ! bers ‘srs lers |
] ' ] ' ] ] ] 1 ‘
ot . R
1. ™lour mills 114 100.0 - 318 47,2 5.3 1.6 45.9
r
2. Swe=tmeat & 36 - 100.0 178 27.5 16.3 9.5 46 .6
Farsana
3. Bidi 192 - 100.0 831  30.3 5.2 6.4 58.1
1. Dyzing and 20 - 100.0 141 17.7 8.2 2.8 70.2
Printing
i
5. Leather products 22 4.5 95,5 95 30,5 21.0 2.1 46,34
6. Pootwear 84 - 100.0 232  39.9 28,2 .2 30,9
7. Metal tinning 26 46.2 53.8 127 24.4 6.3 4,7 64,6‘
8. Miscellanecous 42 38,1 61.9 232 24.6 2.0 2.1 64.3‘
m2tal products
9. Envyinecering 25 88.0 12.0 157 13.1 8.9 3.2 68,8
{forkshops
10. ZSlz2ctrical repair 22 4.5 95.5 103 25.2 4,8 8.7 61.;1
12. Automobile repair 27 29.6 70,4 124 25.8 15.3 3.2 55,7‘
I
12. Cycle repair 16 - 100.0 33 57.6 18.2 - 2402!
13. Box=zs and packing 15 - 100.0 85 25.9 7.1 12.9 5701‘
cAases .
14. Furniture 37 16.2 83.8 174 24.7 8.0 1.1 66.1‘
15. Printing presses 31 43,4 51.6 219 22.4 2.7 5.5 69°£
16. Photographv 22 - 100.0 91 26.4 11.0 3.3 5903‘
17. Photo and mirror 17 - 100.0 40 50.0 17.5 - 32.5,
framing
18. Watch repair 36 - 100.0 85 55.3 10.6 1.2 32.9
19, Stove and tin 29 - 100.0 52 65.4 26,9 - 7.7
jobbing

»-
20, Hiscellaneous 39 23.1 76.9 194 25.8 11.8 4.6 57,7

e e e S e s e em e am  em  m e e R e e eaw s mR e s s e e mm me ee o me e 2 e es M
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units aqcount for at least 80 per cent of the units, in fact
in 10 industries,_all units are unmechanised. Conversely,
monly in wio indﬁstgies is mechanisatiOn‘a predbminant feature -
' iﬁ flour mills and in engineefingxmorkshopso Unfottunatély,
'éVén in those two cases as the study has not relatzd this
'featuré to the extent of wage and family workers in the
industrv, w2 cannot raach ahv clzar conclusions about the

level of development of the industrices in terms of manufacture
or factory production. However, we can make a distinction
between mechanised and manual industriss as previously defined;
and industries predominahtly‘employing family workers and those
smploying hired workers  (salary + waqge Workars over 60%) to

reach very broad conclusions.

CHART TIII.5

Predominantly using Mechanised Non mechanised
Wage labour Engineering Dyeing and printing;
workshops Blectrical repair,
Furniture
FPamily labour Footwear, cycle repair,

photo and mirror
framing, watch repair,
stove and tin jobbing,
Bidi, Photography,
Boxes and packing
cases.

Of the uncategorised industries only (1) sweetmeat and
farsans is totally unmechanised and equally divided between

family and wage labour i.e. in transition between "family and

capitalist cooperation®, Something useful can be said on the



126

basis of the data in the case of two other industry groups.
Pirstly, flour mills are in transition between family and
ciritilist michinz production i.e. represant an equivalant
transition at a higher technological level to the sweetm=zat
industry; while in the lzather products industry, mechanisation
has begun while thz transition from one €form of cooperation

to the capitalist onz is simult-snezously in PLrograss.

IITI.10 Handlooms and Powerlooms

——— D . A o s T s Bt . D S il D s i o i . S,

et . o A s s TS W i St it -

According to the 1951 census, of thz 20 1likh workers in
tha cotton textile industry, over half were in the category
of ind=p:andent workers. A little less than half, cr 9,31
lakhs werz "employeas", while thzsre were 50 thousand
"employers". As the independent workers would obviously not
lie in the mill sector, they must have be:n concentrated in
handlooms and powarlooms, Which ther=forz repressnt important
sactors of the industry. "= will examine the status of the
workers employcd in handlooms and poverlooms, and attempt to
drw conclusions about thz2 level »f capitalist developmant on
this basis; this will be supplemantod by analysis of the
role of merchant and usurer capital in thes svohere of

distribution of both yarn and handloom/powerloom cloth.
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Table ITII.24 showvs the Provinciil and State wise dis-
tribution of hand weavers by the position they occupied in
the production Structute,leOn the;all India level, about
58% remained indspendent, in the sehse that thsy worked on
their ovn account, though the hold of yarn and cloth desalers
on the raw material supply and marketing network impli~d that
thedir autonomy of action was limited, We shall examinz the
effacts of the hold of merchént capital on the distribution

network later.

Almost 32% of the weavers worked for a3 mahajan, or an
intermadiary, =ither in the guise of yarn or cloth dsalers,
or of master weavers, themselves from th=2 w=aving castes,

The r2maining 9% or so of weavers who worked in karkhanas or

workshops may be said to have been part of an industrial
production system, and we may tentatively placz them as

subordinate to industrial capital.. .-

—— . — ————— - — oo g -

1. The Textile Enquiry Commaittes (TEC) which reported
in 1954, had examined the existing state of the
industry, and suggested measures for its future,
orderly growth, The Committee concern=d itszalf
with all the three major sectors in thes industry
handlooms, powerlooms and the organised factories,
and it providad valuable data on thz handloom industry
on the basis of a sample survey. In fact, on th=z
basis of the survey, the Committes pointed out that
the conditions in the handloom sector had not changed
appraciably from thes time that the Fact Finding
Committee (FFC) on Handlooms and Mills had reportad
in 1942, This is a crucial corroboration of the
rasults of the FFC, which had undertaken an extremzly
detailed and painstaking survey of the handloom indus-
try, for it allows us to rely on it in our analysis
of the industry.

The powerloom industry, on thz other hand, was
mentioned in passing by the FFC, and for this
sactor we will rely primarily on th= TEC.
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Table IIT.241

e D s g W i T S D s W CE oy SR D i = N G — "

Province or ;Independant | ’cavers iWaavers |llemb=rs !Total
State Weavers %  sworking | in of coop-~ Numbar
i undar ‘Karkha- |erative |
EMahajans: nias % socisties ;
L % : sf’ 1]

- em ew ew mm - e wm we e MR SR e e e e mm wm s SR m  am e wm T em e R e e e

Assam 99 0.5 0.5 .o 421,000
Bengal - - - - 201,979
Bihnar 98 2 e oo 102,693
Bombay 21 24 54 1 117,100
C>ntral Provin- 80 18 2 coa 71,320
ces and Berar

11adras 28 60 8 % 427,716
Orissa 20 79 . . £0, 000
Pun jab 58 39 2 1 355,854
Sind 10 80 5 g 4,569
United provincas -~- - - - 244,712
Baroda 14 80 eu e 5 5,438
Cochin 13 61 9 16 2,150
Gwalior 85 14 1 ces 5,824
Hyder 1bad 26 32 40 2 109, 015
Kolhapur and 15 70 7 cae 12,891
Deccan States

lMysore - - - - 35, 000
Travancore 47 21 32 e 19,010
All India 57.5 31.6 9.3 1.6 100.04

(¢4 of total)

- - . o= -
- o e em e em wn e e e we e s e e oan  we mE e e e e we s e — - —
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The master weavers in karkhanas generally emploved
weavers from their ovn caste, and although they might also
have dezalt in yarn distribution and cloth marketing i.e.

they undertook the same function as thes traditional dealers,

they ware treated with

.o .80me affection as they ars 3ll of ths same
caste and bound by something more than mere
cash nexus. He /thz master weaver/ and tha

" weaver workars have to coopazrate in their caste
festivals and other functions. They are bound
to zach other by various ties. The workm:n are
in need of advances and the employer is able to
give them with confidenc? as the weavers are
2asily within his reach.

Table III.25

CLASSIFICATION OF KARKHANAS IN CERTAIN TOVNS BY SIZE

"""""" D _ _ Munber of karkhmaswith _ _ _ _ _ _ L
Town 1 5 to 10311 to 20§21 to 40,41 to 50;More than Totﬁl

___ L toons ftoons lloome  tlooms {50 looms |
Sholapur - 553 . 230 - 36 ,- 6 1 826
Malegaon - 100 _ 15 - - -‘ 115
Ahmednagar 40 25 2 .- - - 67
Sangamner 16 2 - - - .18
Parola 60 - - - - 60
Amritsar 27 56 46 10 11‘ 150
Ludhiana ‘ 35 20 10 - 3 2 70
Cannanore 34 35 22 4 | 27 122
Mangalore 12 17 7 5 6 47

-— ew mm  m=m mm e e mw  em e e wm e ma  am s e e W WE An  Mm  mw e e mm s wam e 8 mE e e e e

1. Government of India, Report of the Fact Finding
Committee (Handlooms and Mills) (Delhi, 1942),
P D. 72.
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Culturilly and socinally, th: mastar weaver appearad to
hav2 an advantage over middleman from the non weaving castes,
and the report points out that only in centrss wherzs rala-
tiv:1ly progperous maister weavers did not sxist did the vyarn
and cloth d:alers tak: ovar responsibility for the production
of cloth, op=rating the same type of dom=stic system. The
FPC makes the significint point that although the dealers
could buy suppli:s of cloth 3t local markats or hats, they
consider~d it "™mor. advantadeous to ~mploy labourers to
producz what thzy want". This would imply that th2 surplus
which could be extracted in the domestic system by making
advances of varn nd monevy, was Jreater than th2 raturn from
purely mercantil: opcerations i.e. "buving cheip and selling -
drar®. Clearly the profits from pure trading oparations had
bean reduc:d by competition, both from mill made cloth, and

from other dsalers in handloom fabrics.

The system of advances, known locilly 3s dadin in
Bengal and Bihar, katisuti in U.P., mungade in the Karnataka,
and munpana in the Tamil areas was used to bind workers in
cantraes where weavers were scarcz. 1t appearad that the
hold of the mahajans over the weavzrs, which had initiallv
had a purely oral or informal basis, was qgiving way to
legal contracts in the form of bonds and mortgavyss. DNo
interest in the formal sense was levied on these advances,
but inflated prices for inputs, and low prices for clocth,
combined with "“customary deductions" provided a rsturn on
the loan. Conversely, in centres vvhich there was acuta
compatition for work, the mahajans would ask for a deposit,

in some cases evzn before the work was allotted tn a weaver,
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cases where the scale of operation of the domestic
ad advanced to a stage wher=z very large numbears of
d weavers might be working for a dealer, an inter-

usually a head weaver, acted as a coordinator of

the production process,

The headweaver undertakes to supply the merchant

a certain amount of cloth and the merchant makes
advances to him. If the merchant is also a yarn
dezaler, he gives the required amount of varn also,
but he covers himself against risks bv treating

the yarn advanced as sold at the ruling market
prices and when the goods are tendered he buys them
at the prices ruling then. The head weaver in turn
enters into a contract with individual weavers,
advances them yarn and small amounts of monev to
me=2t their day to day expenses. When the goods are
delivered the wage fixed is given and the. account

saet
to

fre
The

was also

osn unit

tled. In course of time weavers become indebted

the head.weaversland merchants, and lose their

2dom completely.

system of domestic work organised by the headweaver

used by karkhanadars when the production in their

s was insufficient; and in such cas=s the headweaver

operated as a commission agent, earning his living on the

difference between his costs, and the actual price paid for
the cloth,
The karkhana, or manufactorv, was the natural development

of large
Al though

that the

scale domestic production supervised by a headreaver.
karkhanas had existed in Moghal India, it appeared

'modern' versions had bezn introduced by Christian

Missjionaries tobthe Malabar Coast:

- ot o o

1. Government of India, Report of tha Fact Finding

Committee, (Handlooms and Mills) (Delhi, 1942),
P.74. R
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The spacial feature of tha Vigst Coast Karkhanas

is that in =ach factorv th: orginisation is com-
Plete, from the manufacturing to th2 marketing

of cloth. <ach fictory has its awn arranjysm=nts
for dyeing, preparatory processess, weaving and
marketing, and all this is done bv human labour....
They send out travelling canvassers who book
orders from various parts of India, from consumars
as w2ll as from wholesal=z cloth dealers. The
canvassarsare paid a commission ranging from 3

pPer cent to 10 per cent on tho nnt value of the
goods reilised.l

The karkhanis in the Bombay Province ware generally
smaller than thos-: found con the Malabar coast; and although
the presence of w:avars in a single workshop markad a defi-
nits change in the org-nisation of production from the
domestic system, the business methois of these karkhanadars

remained old fashionads

The karkhanadar of Sholapur still remains thoa
middleman weavaer in assentiial respacts and his
bringing the weaver toa:thar at a werkplace has
not made much differznce. In Sholapur tha bigaer
karkhanadar per©orms several functions. He (a)
engagas weavers, (b) engages asamis, who ares
themselves weavers, or have small karkhanis under
th-m, or get the work donz through waeavers,

(¢) purchases yarn wholasalz, dves it and suppli=zs
it to asamis and wzavers, (d) in addition to goods
manufacturcd in his o/n karkhana, durchases the
goods of asamis and weavers and arranges to s=11
tham (e) directs vroduction of important typ»s of
pattern, and (f) acts as thz financier of asamis
and wzavers, and for this obtains credit from the
banks. Thus h~ forms the apex of the industry and
enables it to face th2 competition of wmills. In
other parts of Bombay, havevar, th2 karkhanadars
are genlrally dependent on cr=dit suppli=ad by varn
dzalers.

1. Ibid. p. 76=77

2. Government of India, Report of the Fact Finding
Committez (Handlooms and Mills) (Dalhi, 1942),
p. 77.
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The difference batwaen the two types of karkhanas
appears to bz bascd more on thes social organisation of
production within the workshop, than on a numerical 4iff-

2rence in the numboer of looms in use. It would app=ar
that the karkhanas in Bombay Province represent 3 variant
of th-= domesﬁic system i.2. of ¢apitalist simplz cooperation,
where the workars are concentrated in'a spacific location

. .
but no change in thz techniques or organisation of production
has takzh place:; th: karkhanas on thz Malabar coast, on thea
other hand, rapres=nt an advance to the manufactory, vhere

the possiblzs division of labour, hovever limitad in hand

projuction, is developed to its full extent,

We may now turn to the effects of merchant capital’s
hold on the yvarn and cloth distribution natwork., It 1s

clear that except for the relatively small proportion of

\

weivers employed in karkhanas, whather opverated as manufac-
toriess or not, the éystems by which yarn was suprlied, nd

the cloth procurzad from the weavers would be major d:tor-
minants of their placc in the production process. The initial
inroads of merchant capital into the system of indepéndgnt_
small commodity producers, leading gradually to their conver-
sion. into contract and out workers would take placs through
the monopoly that yarn and cloth dealers had sscured oveér the

distribution network.

The marketing of Indian and foreign mill mads yarn took

place through two distinct systems of distribution. Firstly,
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“r:v:r: th: ag:ncies for s:1ling the varn to wholesaln
di:ilers, nd in som: @ases to veavers and coopsrative
v.2ving organisations dircctlv. Sacondly thare warz th:
various mark:t structurss thrcousth which varn would reach

v :qv2rs from tha 'holoesals dzalers.

Th: mills' sales organisation was pyvramidal in structure,
with th2ir s21lingy agents 3t the a%ex. Wholz:sals dazlors
int:rasted in forward contracts with the mills would mak~
offers through the agents, to vhom thay wers rasmonsibl
fFor pavym:nt for th: yarn. Thase dsalers, in turn, wouls
s:11 th: varn to onz2 or more ratail d=i3lers from whow -
virn vould fin-lly reach the weavers., Both the s:2lling
3jents and th: sub-agents, vho v :r» located in the important
v2aving centres, ver: gen:rally 2moointad by the mills, and
thev would preosumably vouch for the wholasals dz:alars wwhos:
contracts thes forwarded. In additicn to this 2iscripu%ion
otrord¥, thore w s that might b2 callzd 3 "speculativa™ net-
work in vwhich speculation in the contracts took placs. Theo
F*C r:port mantinns, without oxovl-nations, that in som-
cases th: snacul “tors were able to undersell th: mill itself,

varticularly during thz busy s~ason.

Th:2 retail dzaler, sarlior re2farrad to s the mahajan,
vho formed the szcond Dart of th-» 7arn distribution n2ovork
had, according to the raport, made himself into thz contrcl-
ling influenc: in the handloom industrv. This was bncause

of his triplz function as vyarn suppliesr, financizr, and
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cloth seller; and by this triple function he had "rendered

himself almost impregnable against reformist assaults”,

There is usually 1in every area a chain of vyarn
dealers ranging from the big city merchants to
the smallest (sic) fry in the village. The
weavers of the smaller centres get their supplies
of yarn from the nearest centre, which is served
by yarn dealers or from itinerant dealers, who
visit the villags hats, shandies or bazaars or
Penths on bazaar days. As may be expected, they
usually combine this business with that of money-
lending and purchase of cloth from the weavers
against the vyarn.l

It was necessary for the weavers to set off their sale
~of cloth against purchase of yarn both because of their
small capacity to hold stocks, and the monopsony pover of

the cloth merchants:

eoein certain centres like Salem, Conjeevaram,
Banaras and Burhanpur, the weaver will be daily
visiting the market where there are only a few
maha jans or shopkespers and hundreds of other
weavers like him. In such a market higgling
(sic) goes on unabated, and the shopkeepers, .
generally with tacit agreement with one another,
reject cloth after cloth for one resson or
another,

Apart from the weekly market held both in rural and:

urban areas, there were periodical fairs held during important

occasions, and of course, the regular shops run by dsalers in

both lérge and small towns. While in the smaller weekly
markets, the consumer and the producer would meet directly,

sometimes the sale taking place on the basis of customary

1. Government of India, Report of the Fact Finding
Committee (Handlooms and Mills) (Delhi, 1942)
. 89, - |

2. Ibid. p.136,
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prices, at the larger markets,the biggzr d-=alers dominated.

In such big shandia2s or hats, the weekly transac-
tions run into thousands of rupezss. Such are the
big hats of Bengal i.e. the Howrah Hat, the Kumar-
khali Hat, Baburhat, and th= Pollachi fair of
Madras.... The special fsature of the Haovrah Hat
is that tha stalls are ovned by the paikars or
mahajans from the producing centres. Very few
weavers visit this hat. The village weavers dis-
post of their goods to the local mahajans who, in
their turn, take the goods to their stalls at the
Havrah hat. The wholesale ddalers and the local
shopkeep2rs, who visit this hat, ordinarily buy
on credit from the paikars andlthe account is
settled, once in threz= months.

Usury was often combined with trade in the distribution
network. The FFC noted the pressncz of money lendars at
"1abour centres", who would sell cloth and other necessitias
of life to workers. There was also the arumasakadan-karan
or the "six-month creditor" in Southern India, who would sell
articles of daily consumption on six months credit, with
repayment at a specifiesd rate in grain. Under the Drassure
of various social and cultural norms, villagers would buy
goods at high prices and repay in~qfain, probably at lower

than market prices.

The FFC report mentions that there wer=s a few signs of
modernisation of the distributive trade. Coopzrative societies
appeared generally to havg failed, for a number of resasons
amongst which the principal seems to have been that ther=

ware no active adherents to tha cooperative movemsznt:; societiecs

- ——— e —— gy — - ——

1. Government of India, Report of the Fact Finding
Committee, (Handlooms and Mills) (Delhi, 1942)
P.137. o
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were largely imposed from above without the preparatory work
of obtaining the commitment of ths weavers having been déne.
On the other hand auctioné and clearance sales in the whole-
sale trade, and cooperative retail debbts and Government
emporia in the retail trade had succeéded to a greater extent,
Hoﬁever; although there were these few instances of advance
towards 6rganisation, the distributive system in the handloom
industry continued to be a major sou;ce of concentration of
merqhant and usurer capital,iwith commodity production

iﬁvariably linked to one or both of thase forhs of carmital.

IIT.10(ii) Powerlooms

Although the FFC's main concern was with the mill and
the handloom industry, and they gave little space to analysis
of the poverloom industry, they have a concise definition of

the powerloom units

In this Report we have used the term "powerloom"

as standing for the single unit or small scale
pawerloom factories, which are distinguished from
the mills mainly by the fact that while the mills
comprise several processes of manufacture, such as
sizing, warping, winding and weaving, the powerlooms
are generally confined to weaving mostly (sic), the
other processes being the same, in most cases, as
those followed in handloom weaving,.

In the powerloom industry, the social forms of organi-
sation appeared to be almost the same as in the handloom
industry. There was the independent small commodity producer
working. with family assistance, the cqmmodi;y producer tied
to-merchant éapital, the poverloom karkhana, and some power-

loom units run on a cooperative basis.
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The small commodity producers were little different to
those in the handloom industry, except that productivity
(in terms of output per unit of time) was about four times
as great. Preparatory processes were undertaken with the
use of family labour, or some hired labour using the same

primitive techniques common to the handloom industry.

The Textile Enquiry Committee1 (on whose data these
descriptive passages are based) found a predominance of
medium sized powerloom units with between 6 and 20 looms,
inspite of the fact that such units wers subject to the
factories act and tﬁe minimum wages legislation. 1In these
cases, too, preparatory process=s were undertaken by hand,
using obsolete techniques, and at much higher costs in terms
of wages and efficiency, than in the %arqe scale units employ-
ing over 50 looms, This would appear to be typical instances
where the high production costs of tha smaller capitalist
units preventad the g-eneration of thz surplus sufficient to
enable them to expand to a size whar= major zconomies of

scale were possible.

ITI.11 Conclusions

The eight separate surveys that we have discussed in
this Chapter present data in a varisty of formats, and for
this reason the preceeding sections have necessarily had

o = - — —————

1. Government of India, Ministry of Commerce and
Industry, Report of the Textile Enqguirv Committee
(New Delhi : 1954).




139

to bevdescfiptive;-no one survey providas complete informa-
T tion about thelsffuéﬁure of small scale production. However,
it is poésiﬁlébto sée broad similarities in the conditions
Epgvailingvinvthese industries, and we will attempt to

develop an overall picture.

Tﬁe first féature is the predominance of domestic
production i,2. Of productién in ﬁherhomes of either the
actual producers: or‘in thosz of the master worker iﬁ cases
'such.as that of the carpet industry, where tha major.instru—
ment of production, the loom, is owvna2d by the master worker,

who works actively alongside his hired workers.

The second feature is the presance of the dealer, or
'the exporter which in either case represent merchant capital,
-and which provide the link between the cdentre of prbduction}
and the market. In the cases we have considered, relatively
large merchant capital appears to bz involved for it mediates
between the national or eveﬁ the internationél-market and
the small scale producer. In some cas=s, the "putting out"
sysfem is in opera£ion,\vhere the producer is axpected to be
responsible for the ehtite range of processes required to
produce the finishad article, such as in the carpet industry:
in other cases such as the brassware industry each sepParate
establishment works éﬁ a single process, and this is passed

on to successive establishments until the article is finished.

In thes: cases much less freedom is given to ths producer and
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thase industries present a greater similarity to th=
functioning of industrial capital, emploving wage workars,

although these may still work in their a'n premises.

Another variant that must be mentioned (though it is
relatively uncommon) is the combination of thz "feeder® and
the "financizr" units found most prominently in thz brassware
and the firework units. Although thas» rslationships are
similar to the cases of the mastér worker and dealer rela-
tionship, it does appear as though in the fe:der-financier
relationship, both units represent industrial capital and
it is the monopoly of access to the market hrld by the
financier unit which forcres the fe=der units into a position
of subordination. Hare there is the possibility of commeti-
tion b=2twe>sn the feeder and financier units, while in the
industrizs dominated by the dealer-master worker relation-
ship, thz d:2alers do not seem intaerasted in setting up the=ir
ovn units and are content to r=ly on th= master workers

entirely.

Th= third feature of thes: industriss is that theay
provide articles of common usz2, or of decorative wvaluz in
the case of the artwork industries, which are g=2nerally
acceptad as appropriate to modern urban life. Although we
have taken spacific industries, the major point to be mada
is that thers were such a group of small scale industries

located mostly in urban areas, the demand for whose goods
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would have increased with the qrohth of national income and

suitable import substitution policies.

In the next Chapter, which is the £inal one in the
Second part, we Qill.cbntinué oﬁ}.éxéainatiéh of the
structure. of industries. and bring thes threads of 5ur
understanding together in the concluding part of that

-chapter.

Fhkkkkixt
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(ii) MERCHANT3' CAPITAL AND USURERS' CAPITAL
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IV,1 Introduction

- . o Y o s S o o

In the previous Chapt=r we have examined the stage of
economic evolution of 3 number of essentially urban indus-
tries, Some of these, especially those requiring a high
deyrze of expertise such as ivory carving and carpet making,
althouth in early stayes of development, had been inteqrate-
into the world market through the intermediarv of larqge
merchant capital. Thus, quite avart from the technique of
production which would have resisted mechanisation to any
Jreat extent, the hold of merchant capital must itself have
in these cases held bacrk technical advance -- the hiagh rates
of profit obtained would havg left little incentiwve for such

advance.

Another set of industries which it is important to =xamine
in the context of the grosth of the lower forms of capitalism,
is comprised of the traditional wvillane producers caterinm to

the needs of the peasantry.
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_The stgucture of such viilaqe'producets was studied by
the“Proqrammg Evaluation Organisation of the Planning Commis-
sion in late 1954, and the material collected, althouah based
on a rather small sample size relative to the population

provides very valuable data.1

401 households were surveyed in 7 Community Development
"Blocks all over the countrv. We have aggregated the data,
for though there are regional variations, the general condition

of small village producers  is better demonstrated in this wav.

Of the 401 households, 328 (82%) were occupied with 8
crafts, most households follawing ancestral or caste occu~

pations as shown in Table IV,1.

Table IV.1

—— s o — o

- s em WS o e Mm e e R e MR em MR e e S ae TR S SR em e a9 -

Number of HouSehglds
Craft (AL Blocks) amcestrai 7
occupation
Carpentry 81 66 81.5
Bamboo & Cane work 45 40 3 88.9
Tailoring 35 13 37.1
Blacksmithy 35 ' 34 o 97.1
Masonry 22 18 81.8
Weaving 49 47 95.9
Pottery 34 34 100.0
Cobblery 27 25 ‘ 92.6
Others 73 - -

1. Government of India, Planning Commission, Programme
Bvaluation Organisation, Study of Village Artisans
New Delhi, 1956)
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All the 8 major crafts weare found only in the blocks in
Punjab and Madras, while carmentrv was the only craft found
in all blncks. It was notesworthy that crafts catering to
2ssential, everydav, needs such as potterv, cobhlery and

weaving were absent in 3 of the 7 blocks.

In Table IV.2, we have attempted to classifvy the craft
households into the stages of pracapitalist production which
v’e had discussed in Chabter I, There are some problers in
converting the Reports' use of descriptive terms into these
categories, but except for the "employee" households whose
Precise role remains unclear, we have been able to bring

about a reasonable level of correspondence.

As can ba seen from the Table, commodity production
is little developed, except in tha cass of Bamboo and Caneworx.
and Potterv. ”hilé in the case of Potterv, all houseshclds
are commodity producesrs, in Bamboo and Canework this is true
to the extent of 78% of thes houssholds. The last column
shaors that only 20% of the households undertaking artisan
production (i.e. production to special order) in Bamboo and
Canework do so on a customaryipanent basis, demonstrating
in this way, the baginnings of production for the market
(commodity production). In tha case of blacksmithy, on the
other hand, only 3 houscsholds un-dertake commodity production,
while the 94% of households undertaking artisan production

do so on a customary basis.



Craft

- . e e e wm e e

Carpentry

Bamboo and
Canework

Tailofing
Blacksmith&
Masonry
Weaving
Pottery

Cobblery

All the Crafts
in the survey
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S Tablé IV.2
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B e T e . v,

Number Number ‘0of Craft households % of
of ‘house-y _ =~ undertaking = _ _ _ _ _ « Columns
holds Work Artisan { Commo~ § Mixture 3, 4, &
under-— . 6 work-—
: as Produc- % dity of ; :
taking . P : ina on
craft emplo-§ tion Foduc Artisan cust o
yees tion and maf
Commodity Da*vp £
% Productio baé?én
(2) (92 (5) (6) (7)
81 10 52 2 17 62.0
45 - 2 35(b) 8 20,0
35 - - 29 1 5 8.8
35 -~ 17 3 15 93.7
22 16 ' 6 - - : -
49 2 20 260 1 -
» L 14 (D) _ o
27 C2 15 5 5 31.R8
401 - - - 78 148 123 -, 52 - 35.3

'Fmploveos have not been further defined in the
Report except insofar as they are paid ‘wages'.
Inputs for these crafts are available locally.

Tncludes 23 cases of domestic or ovn use production
in Assam,
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Table IV,63

e e et . . . v
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through Directly to ®ntirely in both in the
lerchants customer s the village villane of
of residence residence
anl else-
whars

Carrentry 0 100 52.6 36.9
gamboo and 12.2 87.8 34.9 65.1
Canework

Tailoring 0 100 16.7 £3,3
Blacksmithy 0 100 66.7 33.7
Weaving 22.7 72.8(P) 25.9¢¢) 74,1
Pottery 2.8 97.2 58.8 41.2
Cobblery 0 100 50.0 50.0
a1l Crafts'd 11.2 83.3 44.6 54,3

- s M em e ma e e em W mm  am e e e m e we  mm e e e e e ae Y et e e em e e o =

Notes: (a) 10.5% of carpentry households sell only
outside the village of residence.

(b) 4.5% of weaving households sell through
a Cooperative Society.

(e¢) Includes 7 cases of natural production
(own use production) in Assam.

(@) 0.5% of all households sell through
cooperative societies and 1.1% of all
houscholds sell foods entirely outside
the village of residence.
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Ve complete analysis of the reproduction cycle by
examining the pattern of sal=s of the produce of the 175
households engaged in commodity production (columns (5)

and (6) of Table IV.2).

As can be s=en from the table, although commodity produc-
tion is little desveloperd, and disposal cf produce is mostly
. directly tovthe "cornisumer”, these are usually outside the
pProducing houszhold's village. Thus the concept of self
VSufficient viliageAcommunities, if at all wvalid, would need
to_refér to indspendent village groups. In bamboo and canework,
weaving and tailoring, the provortion of households disposing
of th=ir produce outside the village of residence is high.
In the first U&o crafts, namely bamboo and canework, and
weaving, this appesars to be @ue to the mediation of. merchant
cabiﬁal (iz;é%nand 2é,7% of households respectiyely dispose
.of produce through merchants), while in the case of tailorindg,
aven "extra village" disposal..is done directly to customers.
In this context it is necessary to recall that 28 of the 35
tailoring hQuéeholds undertake artisan production (or produc-
tion to individual ordzr). Clearly they are engaged in work
on cloth ovned by their customers, with 8.8% of them operating
on a éuétdmarv pavment basis. If we recall-thaf onlv 37,1%
of tailoring(households are following their ancestral occuvration,
it may be reasonable to conclude that some of the entrants to

the tailoring profession may still be paid according to their

original customarv basis, inspite of a change in occupation.
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Althouth, corresponding to the 1ow 1:vel of develnpmant
Of commodity production, the hold of merchant capital doess
not appear to be stronqg, usury has gained a firm foothold as

wa shall sen from Tables IV,4 and IV.5.

DISTRIBUTION OF OUTSTANDIMSG CREDIT BY SOURCE

. e T — T - — " — . —— i .y N S —— - —

- e e mm mm am e e s am e e e am e e e am am wm e e me am e R e e e

Source pa
jloneylanders (i) Agriculturist 19.5 X
(ii) Mon agriculturist  60.3 % 79.8
Cooperative Society 2.0
Projects 1.3
Miscellaneous(a) 16.9

Note: (a) Revenue Department, relatives etc.

Table IV,5

* of house- Averamg= <. of dabt for
Craft holds revorting Dabt . ~ .

indebtedness (re.) Production Consumbtion
Carpentrv 54.0 345.0 14.3 85.7
Bamboo and 58,0 127.6 i2.8 87,7
Canework
Tailoring 34.3 193,0 35.4 64.6
Blacksmithy 54,0 372.0 22.0 78.0
Masonry 45,0 371.7 13.5 86.5
Weaving 49,5 280.0 54.3 45,7
Pottery 61.0 198.2 14.0 R6.0
Cobblery 63.0 178.0 24.7 75.3
311 Crafts in 51.4 278.0 26.0 74,0

the survevy

- omm e G e e mm e e e e R e MR wm  am e MR me B e 6B em o e gem MmO e e s e
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lablP V.6

A S v o AP G v D G MRS e a  mAR e WES S Mmm e MAP wm S e S o == g

§
1) . . [}
! ¢ of houszholds owning 1 Average
] 1

Craft Craft | iLivestock iTramsport | imbloments
Eimplém?nts EA _ :equlpment E (rey)
i L L L. - - -
Carpentry 99.0 12.4 2.5 47.0
Bamboo and | 100.0 | 11.1 —_ 2.0
Canawork :
Tailoring 97.0 11.4 2.9 224.6
Blacksmithy 100.0 5.7 11.4 78.0
Masonry 100.0 9.1 18,2 12.0
Weaving 92.0 . 22.4 - 51.0
Pottary ' 97,0 32.4 2.9 12.0
Cobblary S 100.0 3.7 3.7 27.0
All Crafts in 93.7. 12,7 3.5 . 52.0

the survey

Tables IV.5 and IV.6 when recad together show that the
averaqge debt is many timess the wvalus of the ovned craft
implements, which ares th2 most widaly héld prhysical assets.
Even in the case of thOSe‘households_adninq livéstock, ér
transport equipment, the burden of the repayments must be
very heavy, particularly when so few of the.houseﬁolds produce

for the market in general,

Finally, in Tables IV.7 and IV,8, we attempt to determine

the position of craft houssholds vis-a-vis the aqrarian‘class
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structure. This, of course, is only possible in thoss cas~s
wher= the houscholds are engagad in some wav with agricultural

operations.

Firstlv, in Table IV.7 we show the breakdown of the
households undertakiny each craft by the nlace this holds in
their occupation structure. 'Except in th~= case of weaving,
where the figures have been influencsd by instances of
natural or avn-use production in Assam, and cobblerv, all
crafts are principal if not sole occupations of the households

undar taking them,

Table IV.7

NUMBER OF HOUSEHOLDS UNDRRTAKING CRAFT

_____________ jm = e = e e e = e e = o e o o
g In Total é As Sole. 5 As Pringipals As Subsi-
Craft E E Occupation i Cccupation ; niéiégtion
o . L .
Carpentrv 81 34 27 20
Bamboo and 45 9 25 11
Canework
Tailoring 35 25 4 6
Blacksnmithy 35 13 16 6
lMasonry 22 10 9 3
Weaving 49 10 12 27
Pottery 34 12 14 8
Cobblery 27 8 4 15
All Crafts
covered by 401 154 145 102

survey

- e e B g e sm e e e wmh et e e i et e e E W am el e R e e e cm me em s e
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. Further_information on the relationship between eraft
and non craFt occupations is given in Table IV.8. 1In this
Table, for each craft we give the number of households whlch
undertake non craft occupations both on a sub51d1arv,:and on
a pr1nc1pal basis (obv1ouslv in the latter case 1t is the
craft occupation which is Subsidiary in nature). The Table
immediately provides a possible reason for the ‘high freguencvy
(15 out of 27) of cobbler households undertaking this as a
minor occupation. As can be seen, as many as 13 of the 15
households are principally aqricu}tural labour hous=holds
while the other two undertake beaeant farming. Unfortunatelv
;as the size of the holdlnq has: not been specified in the
survey, we cannot draw further conclu51ons about the nature
of this peasant farming, through the predomlnant‘aqucultural'
 1abour status of the cobbler bouseholds makes it likelv that

the peasants are poor peasants.

The results of this survey, therefore, describe industrial
activities very different to those discussed in the previque
chapter. In this case we have examples of activities"at‘ﬁer;:}
early stages of commodity production and of capitalist eimple
cooperation. Most households in this survey are linked to

agricultural operations and these industries are in that sende’

Peasant industries.

Secondly, merchant capital appears.to'be‘little developed -
at least in so far as these craft activities are concerned. On

the eontrary, it is usury which is common and well develoved.
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[}
Craft E Non Crart vacupduluy : : Craft
E’ ----- g - s = - [ Bt T = -- e - ‘;‘ et Bt e
. y Rentier . Peasant , Agricultural ; Other Non- i\ Row | Total
Occupation i i Farming | Laborr . Craft ! '
e e e e - o Lo - - b e e e - - b m w - = - - L Qcgupations _ ., _ _ _i_ _ _ _
! (1) (2) (3) (4) (s) (6) (7) (8) (9) (10)
Carpentry 5 1 16 17 4 1 - 1 27(a) 20
Bamboo and Canework - - 1 1 24 8 - 2 25 11
Tailéring 1 1 2 2 - 2 1 1 4 6
Bl acksmithy - - 10 5 4 1 - - 162 6
Masonry - - 3 6 - - - 9 3
Weaving - 3 6 - 4 8 2 - 12 27 (P)
Pottery - - 3 6 8 2 3 - 14 8
Cobblery - - - 2 4 13 -— - 4 15
Total of 8 crafts 6 5 41 36 54 35 6 4 11108 oq
All Types covered 6 6 61 48 61 39 12 9 125 105
by Survey

Notes: (a) In two cases each of households undertaking carpentry and blacksmithy as a
principal occupation, another craft is a subsidiary occupation. Row total
in these cases will not be the sum of appropriate columns.

(b) There is a discrepancy in the figures for weaving households. It appears
that the principal non craft occupation in the case of 16 households has
not been specified. The row total will nnt for this reason be the sum
of the columns.

(c) 04d numbered columns refer to subsidiary non craft actirities, while even
mymbared columns refer to princivial ndn craft gctivitdies. v
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District wise survevs of small séale production were
undgrtaken by the West Benagal Bureau of Economics and
Statistics in the .middle 1950s. We haves been able to analvse
data from seven districts; asﬁve ara concerned with the
structurs of small industries, and not with aggregate m=asures

of their strength, the incomplete coverage is not a handicap.

The survasys divided smail scale production int» 100
industry groups of which 63 correspond to those of the Census
of India Manufacture (CMI): units within these industry grouvps
were broken down into 4”ClaSSeS dep@nding on employmentfsiZQ
and use of power. Thus the first two classes are concern=dqd
with pover using units employing, respectively, less than 10
workers (family and wage workers combined), and 10 or morex
'workers (thus classes 1 and 2). Classes 3 and 4 are concern=d
Qith manually overated units with a corresponiing division by

employment size.

Of the 100 industry groups, data have been analvsed in-

some detail for 63. TIndustry qroups which had a freauency

-

of less than 21 units (as astimated by the surveys) in the
3
district concerned were not examined individually. A further
4 industries wer: found bv us to occur only in the Calcutta
Industrial Area, and have been excluded by us.
1. Government of Yast Bengal, State Statistical 3Bureau,
Tconomic Survey of Small Industriss, 1954. (Alinore,
1957) .  Reports on the districts of Murshidabad,

Jalpaiguri, Midnapore, 24 Parganas, Birbhum,
Bur an and Hmarrah were analysed.
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The GI1I classification used by the SurvevAReports Jives
misleading indications of th=2 size and the technologv in use.
For instance, industrv groum 29 is termed "General enqgine=sr-
ing and elactrical ~ngineeriny (excluding gen=ration and
transformation of =l:ctrical =n=2rqv) ", but the averamge size
of a unit is 2.37 versons, the industry uses 66 per c=nt of
family labnur, and the average value of the assets of a urit
is correspondinglv small. ToO avoid confusion arising from
the inappropriate terminoloqgyv usad bv the survey revorts, we
will use thz2 code numbers which have been adopted by the

reports.

Iv.3(ii) Technoloqgv and Size of Units within Industries

e D e e sl e e L L e e e e =l a o 22

All units in 36 industry groubs fell within the most
common class of manual units =amploying less than 10 vorkers
(class 3): a further 11 industries had units distributed
betireen class=s 3 and 4 (i,e. manually operated). There vere
thus only 12 industries where pover was used, and thase were
dominated bv units emplqyinq 17ss than 1C workers. The srall
size of units in nearlv all industries is highlighted by the

following table,

Table IV.9

- e mm e e e e am ah e e e me M e e e e e e

Average number of - Number of
workers in units Industries
1.00 - 1.99 19
2.00 - 2.99 29

3.00 - 3.99
4.00 - a3nd above 5
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Only 3 industry groups, éoap (10), bricks (35), and
Jute pressing (54) employed an average of more than 5 workers
and could provisionally, in the absence of data on family
labour, be said t»n be capitalist according to our criterion.
Tndustry groups 27 B (steel trunks) and 45 (painting), emploved
more than 4 workers on the average and may be said provisionally,
.again, to have reached the transition point from "familv to

capitalist cooperation”.

Another method of examining the growth of capitalist forms
'0f production is through the growth in the use of w age labouf.
Here the proportion of faﬁily labour to total labour may be
taken as an'index of the development of wage labour. Ths table
below shovs the distribution of the 59 industrv groups in this

respeackt,

Table IV,10

" — o e ot v

% of family labour Number of Industries
100 6.
99,9 - 90,0 20
89.9 - 80,0 | 9
79.9 - 70.0 . 9
69,9 - 60,0 2
59,9 - 50,0 7

49.9 - O 6

- e e am em we wae  emm e e mas s me s em e e s s em e e e s
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The six industries where there is less than 50¢f of
family labour includ-= the 5 groups m2ntioned in terms of
their comparativesly larqe size; and industry group 46
(“webbinq, narrov fibrics, smbroiderv and 13ice manufacturing,
shasl revairing") wheare the averages size of labour force Dér
unit is 3.46. 1In fact this is also the highest fiqure for
the vvork force after the 5 previously mentioned aroups, =xXcent
for industrv qroup 53 ¢ (Silk w=aving) wher~ an av=rag» sizn
of 3.82 persons per unit is combined with a high fiqure for
family labour of 87.1%. The technical processes in this
industry ar= probably such that family labour can bz used for

the preparatorv work.

Our results so far have shown that industries with units
of comparativelv large size are accompanied by high vrovortions
of hired labour. Thare is also =z2vidence in the survev :reports
that the numbar of family members "not sesking emplovmont"
appears to remain rouvthlv the same irrespective of ths size
of the unit. Hired labour is th2refore used to increase the
size of the labour forc: -- clearlv a capitalist practicr --
and not mer :lv tco substitute for family labour used in other

occupations.

Although our results have shovn the definite gravth of
cavitalist relations, most of the units use family labour and
mav therefore be termed "hous=z=hold" units., It is wvaluable for
this reason that th2 surva:ys conceive of tha =conomic operation
of thz houssholds as entities, and provide data on the 2xtent
of income from agriculture, trade, professions and oth=ar

occupations, and from uncarned sources.
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Agriculture, as might be expected, is the other major

source of income; onlvy in 4 industrv groups is this source

not tapped.

Table IV, 11

D s s at iy gy S s .

m P ow e sm N g mem e e v e em e i e eme W e

¢
L]
% of incom= from Mumber of
Agricul ture 1 Industry Groups
1

- e e s e en am ewm e e e w wm em e ome e e e

Nil 4

0.1 - 9.9 ) 15
10.0 -~ 19.9 24
20.0 - 39.9 11
40.0 - 100.0 5

Trade, on thes other hand, although oceuring eqgual i+
frequently as a source of income, playvs a much smaller iole.
Only in 13 industry qgroups does it contribute more than 10

prer cent of family income.

Table IV,12

- o D s e e S s b

°% of income from Number of
Trade Industry Groups
Nil 5
0.1 - 4.9 27
5.0 - 9.9 14
10.0 - 19,9 7

Above 20.0 6
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“he units may therefore bs safeiy referred to as "peasant"
units, for the surveys show that in addition to income from

agriculture, thev all own some land, hovever nominal the size.

That the income of the bulk of the households is 128s than
raquired and that thevy are far from wealthy is showvn bv the
Presence of a conswption loan compon=2nt in the incoOme of “ousa-
hol 1s in most industrirs, Housenolds in 6 industrv groubs are
frae from the bonds of usurv: in other cases consumptien loans

accounts for, bv and lirg=s, between 3 and 10% of curren: "incoma’,

—-—— s —— T ——

P m == == - =
¢4 of "income" accounted i Yiumbar of
for by consumption loans | Industries
1
- me ew am mr am aw e ew em wm ww e e e e em e e e e e e
Nil 6
0.1 - 4.9 iR
5.0—9.0 26
Above 10.0 9

Tha incom=s of the households (from all sources) £-11
into 5 ranges d=2nending on thes associatad industrv ~grouns

as follows:
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Income range of Number of

houscholds associated

(rs. per annum) Industries
480 - 750 12
850 -~ 1250 12
1500 - 2100 20
2900 -~ 3300 5
Above 7000 3

— e Y — —— T P 0 Tt St - GAY e AN A G P G G et T AT e man S i S G o o

The overall income of households provides the third
variable in a thre= wavy characterisation of the householids
:presented in the chart (Chart IV.1). The other two variables
are the percenfaqe of income from industrial activities, and
the proportion of familv labour in the industrv. In ths
industry qgroup where more than one class of unit exists. we
have takan only class 3 units (i.e. manually operated with

less than 10 workers).

Each cell (percentage of income from industry x percen-
tage of family labour) contains firstly the industrv codg and
the total houszhol?d income of the associated families in
brackets. The chart brings togethzr information which has
been discussed sevarately in earlier pages, but also allows

fresh conclusions to be dravn.
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CHART TV, 1

G - Bt it e

- mE e s e em e am  mm e e WS s 4t S e S e em me mA e mm Al Sm em wr e e e ws  mm e e mm e mm s e ee wmt o e e mm  m wm we  wem e am e

% of  _ _ _ _ e e o - = oo hof dncome from industry - - -
familv
labour 100-~76 75-51 50-26 25-0

- e e s e e e e me e wm B pe ad an  MEm ar M e oy W ar  me em AR wm ar e s mw M am e mm G e mE MR e mm en W e  WE e me e em  me e e e

100-90 31(2918) 47(1766) 633(852) 44(671) 53D(1007) 63P(674) 637(1670) 630(7964) 48(644) 63X (]70)
43(1675) 141(917) 18(1066) 41a(646) 16a(497) 53A(207)
8(1056) 19 (594) 21(1698)
63H(1202) 401(592)
63 (657)

632(716)
2A(596)
52 (667)
90-80 200(1562) 23Aa(1176) 63M(1148) 40(1642) 5(1135)
53C(1213)
30 (1070)
49 (997)
41 (1103)
80-70 63A(1697) 63J(1189) 632(2073) 1(1114) 63T(1567)
32(1646) 207 (1833)533(1127) 50 (1634)

contd...



A % of income from industry
0L L o e e o e e e e e e e e o
family
fabour 100-76 75=-51 50=26 - 25-0
0-41 42(121799) 43a(1588) 22(1232) 63R(1799) 6 (1624) 11(1946)
46 (1672) 63H(1931) L
29 (1654) 3 (1877)
0-0 10(2225) 20B(3023) 54(13698) 45(3210)

— - e e e e e e WE R w® e e e e me  wp em  Ee em wm e e e e kw e m ee em e Mm e mw e e em en am mm o e e e e e -
— - A -

35 (3265)
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Firstly, we can se= the all 12 industry grouvs in the
income range ™.480-750 make use of over 90% family labour
(see row 1 of the chart). Of these 12, 9 obtain betwe=sn a
quarter and a half of their income from industrv. The other
general conclusion is that at the other end of the income
scale, 5 of the 8 industry groups with incomes above ®s, 2900
use le2ss than 40% of familv labour, and 5 also obtain more
than 50% of their incom? from industrv. This trend is con-
firmed in a general wav by the increasing frequency found in
cells from top right to bottom left combined with increasing
incomes. Thus hither household incomes appear to be linked
t0 a greater cdependenca on industrv as a source ¢f income,
and Aareater reliance on waJge labour within the industrv. This
shows a clear capitalist tendency; for greater reliance on
industry for income combined with greater use of wage labour
to achieve higher total incomes implies that family members
who in households in other industries may be engag=ad in other
occupations ar- iﬁ these industries merely supervising, at
best; for it is unlikely that family members would work in
occupations providiny a comparatively small proportion of the
total income (i.e. non-industrial), rather than participating,

whethar actively or passively, in the "leading activitv".

There are, of course, exceptions to this pattern of which
industries 63 O (Sports Goods) and 11 (Tanning) are the most
obvious. 1In the first case a very high income of p5,7964 is
earned with less than half contributed through industry, in

which over 90% family labour is used -- thus some other
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activity is clearly highly developed: in the Second case
an income of ,.1964 is earned with less than a aquarter from
industry, using 56% of family labour. It appears that income

sources in this cases are hiqhly diversified,

In fact in these t'o cases-trade accounts for 44% and
31% of the total income, both of wvhich are amonast the high-
est figquras from this source. n the former case the high
fiqﬁre for trade is probably due to thz fact that sportS'.
goods are unlikély to be in much demand in the rural areas
and distribution of th= product to urban areas is probablv
combined with manufacturs (it may be mentioned here that
only 2 ﬁnits, hoth in rural Hovrah District were found ov
the survey). In the second case social sanctions against

"chamar” work mavy have led to leather dealers emploving

hired labour for curing.

e end the discussion of thes nature of small scals
production as a whole by giving below the distributinn of
assets in the industries. Unfortunately the survevs do not
provids details of non industrial assets,'and this is a
serious distortion when iﬁiustry is a primary sourcs of
incomaz (in terms of contributiny 50 and above) onlv in *he
case ofi31 industries. In addition no breakdown of'industrial
assets by the 4 classes is availables. We have therefore aiven

details for those 47 industries which are sntirely manialilv

operated (classes 3 and 4).
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Table IV,15 .

-_..__.-._—.-.-—_.-X_——_—_———-—.—

7alue of assets (rs,) I MPumber of Industries

o T

Unto 100 7
101 - 200 7
201 - 500 10
501 - 10n0 11
1001 - 5000 . 8
Above 5001 4

s W GED u . D G A - — - —— W o —— o - " o

The Bureau of =Zconomicsand Statistics of the Government
of Bombay, later to bscome the Governmant of Maharashtrz,
had undartaken a series of surveys of various industries
in the non factorvy sector in the middle 19505.1 Centres
where production of the item nredominated were selacted.
and a Census of units was contucted in th2se armas. The
units chosen ars therefore not in any scientific sense
raPrasentative, nor of course, do the structures of the
industry necessarily reflect the all India structure,

——— - " —— - - - —

1. "Revwort on the Census of Cottage and Small Scale
Carventry Industry in Sel=acted Centres of thz pre
reorganised Bombay State®, Quarterlv Bulletin cf
Economics and Statisties (Bombay) I (1958), 4,

"Report on tha Census of Wesaving Industry in YMaha-
rashtra State"” Quarterly Bulletin of Wconcmics and
Statistics (Maharashtra)I (1960) 2.

"Report on the Census of Selected Industri~s in the
R=zorjanised Bombay State”, Quarterly 3ulletin of
Boonomics and Statistics (Bombay) IIT (1967), 4.
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However, givan thes uneven development of capitalism in
general, and of industrial development in particular,
analysis of the structure in a major centre like Bombay

State providzs an indicaticon of the lavel of-evolution of

various industries,

Seven iqdustriesxﬂere coverad in the surveys: Carpentry,
Silver work, Metal (Brass, Coppar and Pell metal) work, Brick
making, Tile makihq, Other Pottery, and Weaving. Tortinately
a relativesly intenrated approach has enabled us to pressnt
data on all the industry groups in a uniform manner. 31is the
structure of an industrv mav be best evaluated in relation

to the structurz of others, this is of great value.

In Table IV.186 we agiva a broad picture of the induciry
qgrouds surveyed. For our purposss the distinction made by
the survay b2toveen "cotfaqe“ and "small scale units" is murely
formal, and this classification‘is significant onlv in that
it show= that in all industrv groups except metal work, the
provortion of small scale units (i.e. units having over
r3, 6000 worth of tools and machinery) is lower than 1.5%.
The metal inustrv is also significant in sharing with the
weaving industry a r2lativelv high proportion of units *n

the Cottags s=ctor which use poser (about 12% esach).

The difference betwesn these ©ro industries is that this
percentage of powered cottage units in the metal. industrv is
matched by a relativelv high percentage of small ﬁnits (6.6%)
while ih the weaving industry, cottage units account fo. over

99% of tha total.
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Table TV.16

R &y - .- T .- " oo T T
] (~| s q“ . Il
= : Tamber : ___:.93351‘3?.___{._:':.'Ql}.r.‘i’.?;fb.._: Total
- vy, (o) | of } With | Mo tPover | Yo
Industry i Units | pav=ar,Pover , ' Paver |
i 1 (Y4 ! c/ L V4 ] c’ 1 or
1 1 3 [ 4 -~ 1 1 L
U S S S SO S
1. Carpzntry 13128 3.5 5.2 1.1 0.1 100
2. Silver /995 1.7 97.7 0.4 100
3. Metal (Brass, 2044 12.3 81.2 6.6 100
Cooper, 3e11)
4. Brick 2651 - 29,7 - 0.3 100
5. Tile 931 - 98.7 - 1.3 100
6. Other Pottarv 2042 - 99.9 - 0.1 100
7. Teaving 32250 12.8 86,7 0.5 0.1 1n0

Notes: (a) Cottage units ars thosz vwith replacem=nt
value of tools and machinervy less than
r5.6000; in the carpentrv industry valua-
tion is at "cost" vrice.

2 (b) carpentrv industry was surveyed in 1955
in Bombay State: Silver, Meta®, Brick,
Til2 and othar pottery industries in ths
reor 1anised Bombay State during 1957-583;
and the VVeaving industrv in Maharashtra
Auringy 1957-58,

(c¢) In the Carpentrv industry, units with
batwean r<.6000 and r,30000 invested ir
tonls and machinery w~2re classified as
small scal=s; in Silver, Metal, Brick,
tile, oth2r vottzrv and weaving indust-i=s,
units with inv-=stment over r.6000 wer=
tr=ated as small scal=z. In the w=zaving
industry ragist=red factories wers exclud=d.
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Table IV.17

.t o . s ot . i o e

- — . — . 8t S s it o b B RS e i T s e

— -—'-—‘-— Ll A A A A LR A B A o o B A o B
1 L . - !
4 y Number | Proportion of Units opecrating Cooperative
" of e Rl R . T
Industry - } Units | Inde- | Ind-/ | Waye | Master } affil, i Not
' i Pen i Wage 1 basisy Basis 1. L AfFiL
: { dently | basis : 1 H
.
Carpentry 3031 - - - - © 3.8 ST
Silver 6969 27,9 19.3 42,7  10.1 3,2 o8, 8
Matal 1912 28,7 14.4 45,8  13.0 5.8 94,2
Brick . 2644 93,2 2.4 3.6 N T N
Tile 0919 97.9 1,5 1.4 - 0.3 99,7
Potterv 2938  97.6 © 1.9 0.5 - 2.9 97.1
Weaving 4116 - 29.1 - 0.9.. 55.5 44,5
(Pawer) ' : ’
("rithout  ..27953 - 99.5 - 0.3 51.3 43.7
Pover) '

Notggs (a) 0.2% of non porered weaving units are
cooperativas.,

(b) Distribution of units affiliated to
cooperativas in the weaving industry
includes small scale units as de=fined in
Note (@) to Tablas TIV.16.

Tabls IV.17 disvlavs the structural characteristics of
the industries and is confined to the cottages smactor. 1In the
brick, tile and other pottearv industriss, small commodity

protuction predominates (ovar 90% of the units in esach cas=

are "independent" as defined by the surveys). The ind=arendence

-
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may well b2 of a formal nature, for‘the lor pareentags of
units which are affiliatel to cooverativas (the brick industrv
is the best off in this r=2spact, 10% of the units being
affiliat=3) immlies that marketing, if not rar material
supplv, is in the hands of r=prosentatives of merchant cavital.
in fact, it is not clear from the contaxt of thea reports
whethar "master' units refrr to karkhanidars or to ¥Fadsrs,

T i% r:f2rs to the former, then in th- absznees of "master”
units capabla 0f looking 31fter raw matarial purchass and mar-
k2tinTt in these thres industrizs, the hold of merchant capital
ov~r production would he pervasive. In th2 metal industries,
some form of cavitalist production is more common: for in

both the silvar and th~ "other metal? industriss, households
operating vwholly on 3 vag2, or 1 combinaticn of wag~ and
ind:p3:ni:nt basis, account for 60% of the units. If wve add

to this thz 10°% or so of master units, we find that 70¥ of

the silvar and "other m=2tal®™ units form part of a structure

of capitalist siuple cooperation in these industri~s, the
remaining 30°" independz2nt units probsbly undertaking job work

for th= master units, or s2lling through them.

The vveaving industry is unique in that both in th=
handloom and powerlnom industri~ssg, as many as 50 of tha
units ar: affiliated to cooparatives. In fact 0.2% of the
handloom units, or 56 units, ar=: cooPperatives production units,
The reason for the high deagrees of affiliation to ccopemratiwve
organisation is that yarn supplies tO the handloom and porerlioom

sector had been chann:ll133 through coopzratives, and this mav
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also account for the domination of units operating on a

combination of 'wages and independently"” for this cateqgorvy

would best describe tha situation of the weavers.

Table IV.18

- " s ot s

M s - iy o SOn i oy gt SUD s i G P e ———— T

1 [] )
) ! [} 1]
b Number | % of 1 %% of i Distribution of esta-
Tndust ! of : Housa= | Hired | blishments by size
neustry ! 1rorkers! hold ! Morkars| of work force
' : |91 ke ! 1T T T T T,y s s -
' 1 orkPrs: y 1-3 § 3-5.15 and
: ) ' : : , abova
T
1. Carpentry 12613 80.7 19.3 89.4 4.7 . 1.7 EBst,
2. Silver P 476 52.9 47,1 —— - --
1P 12593 80.5 19,5 %87,8 6.3 3.4 Wst.
{71.0 14.0 15.0 Workers
3, Metal p 1528 28.9 71.1 %27,0 18,0 50,0 Est.
i 8.0 12.0 70.0 Vierkers
WP 4592 59,3 40,7 éeg,o 14.3 11.6 Est.
41,7 22.2 34,8 Vorkars
4, Brick 14151 49,7 50.3 - - -
5. Tiles 2713 89,2 10.8 - - -
6. Pottery 6379 26,3 3.7 - - -
7. Weaving P 13028 57.8 42,2 - - -
WP 100523 74.4 25,6 é48.5 20.4 17,6 Tst,
A 30,0 24.0 46,1 Workar
Notess (a) In the carpentry industry, employment ranges

s e oo

are 1«3, 4«6 and above 6., 4.2% of the units
. are closed.

(b) In the Silver, Metal and Weaving induziries
(non porer sectors) 2.5%, 6.2% and 11.5% o<
thea units are closed.

(c) Bst. refers to establishments. P refers to
povered units, while WP refers to manunal units.
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Table IV.18 presents datiy on the structure from the
point of viaw of “amily and wag= labour, ané the size of
the astablishments. Takingy the ratio of family to wane
labour as an index of the level of capitalist developm=nt
of the industrv as a whole, we find that znormous signi-
ficance must be attached to whether the unit uses power or not.
For the 3 industrv groups for which this breakdorn is avail-
able, silver, metal, and w=aving, we f£find the following. In
both the silver and metal industries, the porrvortion of
household vvorkers fall by 30% when we move to the pawered
snctor. In the weaving industrv the fall is about 174, It
is likelv that this fall is due to a greater weightage oF
larger units in terms of employment, and this is confirw=d
by the fact that in the pPovered m~2t=2l industry, units emnloving
ovar 5 wvorkers account for 50% of thes units, and 704 of :he
workars. Unfortunately equivalen* dal: avre :rub avatlao ? Z0OT
the other industrirs which use pover. The only other »oint
of significance is the verv "igh ratio of hir=d labour in
the brick industrv, in fact the s=cond hiqghest after th2 parared
metal industrv. 1s e have no figures for the distribution
of units by size range of amnloyment, it is difficult to
explain this rasult. However the brick industrv is cl=arlv

3 very large emplovment generator.

Finally, in Table IV.19, we give the structura of the
industries in terms of the vilue of the implements of vro-
duction. Ixcept for the metal industry, ovar 70% of the

units a7n imnlements of value l=2ss than ™. 200, and a n=aliagible
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Proportion of more than rs.500. However, aifférentiation is
¢learly shovn by the large divergence between these Dfopor—
tions, and the proportioné‘of‘the'total value owned by 2ach
group. In the carpentry industry 2.5% of the units in the
range rs.1001-6000, qunoner 50% by vaiue,%nhile in thes tile
industrv, 0;2% of the units ovn 18% or 90 times their Pro-
ppption'in numbers., Not much more.can be éaid about the
‘table éxdept that the_dist?ibutiéﬁ of units in the metal
ipdpst;y_is refatively uniform over ths size rang=. However
tﬁis'mav mérelvabe due to the fact that data for three
proaesses‘(copper; brass and h=11l metalxmofk) are subsumed

und=r this heading, for we do not find an equivalent distri-

o . 2
bution in terms of th2 number of Dersons emplovyed.

. — —— o ——— — —_— — -

The industries that have been discussed in this chavpter
appear to be different in c=rtain important respects to those in
Chapter III. We will, for this reason, discuss them separa-

tely before attempting some general conclusions.

"The system of production using family labour is a kay

characteristic of the units, or rather households, in these

industries, and this is indicative of their low level of
economic development. We have cases where commodity produc-
tion is not universal, such as in some of the village craft

Y

industries, and even cases of domestic or own use production.
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STRUCTURI C7 COTTAGE UNITS5-3
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- e W em an am e e mr me e e mme e mm  mm e mE et e em we e e
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1 1

L ] ¥

* Distribution of Units by value of tools(r.)! ™o:a

[} 1 z\

Industry . g § 1-100 % 101~} 201- {500- § 1r01- 1 (%)

4 H
b X X700 xPRO qprone yettt o
Carventry (a) - 32.8 3.8 0.1 2.5 2031

(b) - 36.3 6.5 3.4 53.8 144/ 400
Silver (a) 2.9 45,0 30.5 13.1 4,8 3.7 6835
(b) - 12.8 20.3 18.4 16.C 32.6 1354525
Matal (a) 3.0 17.3 15,3 35.4 22,0 7.0 1631
(b) - 2.3 5.6 28,1 37.1 26.09 685000
Bricks (a) 0.3 69,1 18,92 6.9 2.1 2.2 2644
(b) - 22.6 18.1 14.2 .5 3.6 372110
Tiles {a) - 92,0 5.3 0.9 Nn.4 .2 927
(o) - 58.0 14,4 4.0 5.1 12,3 54800
Pottary (a) 1.7 93.1 3.7 1.0 0.4 0.1 2938
(b) - 74,5 7.4 7.0 6.6 4.2 - 12300¢C
Veaving (a) 36,1 37.2 22.9 3.4 0.4 22474
(b) - - - - - - 419200

(a) Percentage of units
(b) Perc=ntage of value of tools.
Not=: Results for the weaving industry are confine?

to the Aurangabad and tlagpur Revenuz Divisicns
of ltgharashtra. ’
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Commodity production takes place, apﬁarently,xnith individual
vorkzars working in th=2ir ovn homas and selling their wares

to either a dealer or master craftsmen who is often the

actual controllar of production. The controllar of production
also-works from his own home, which may be a major reason

whv "cottage and village" industry is often set out as an
undifferentiated stratum of independénf‘ﬁrodﬁCefs as opﬁosad

to large scales mechanised industry.

Howevar, in these industries, large merchant capital
doass not appear to be involved, and wherz the d=aler doess
mediate between the vroducer and the market, th2 markets in

question app=ar to be the local wvillage markets or the intar

village mark~ts at the outside. ~The second distinquishing
feature of these industriess, linksd to their low level of
devalopment; and the corresponding low incomes that thev
provide, is the presence of usury capital as an additional

controlling and structural factor,

However, the third feature of these industries is the
isolated development of capitalist manufacture (hand produc-
tion with division of labour) whers the capitalist is hims=1f
an individual who has risen from the ranks of the dirzsct
producers. In othér words, we have here the evolution of
"DPeasant” capitalist industrialists, in addition to thz more
frequently found cases of capitalist organisation with the

producer subordinated to merchant capital,
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On th= basis of tha descrintion and analvsis of the
last two chabters ve %ind, therzfore, that the nature of
the production relitions in small sc=lc units ir th= pariod
nproceeding the formulation of the Sacond Five Yaar Plan,
pradatess industrial cipitalism. Tha2 structurz is that of
largs m2rchant canital controlling th2 distripution of the
products of svzcific industries catering to an 31l India,
or aven th2 international market, and relatively small “urban®
merchant capital controlling production in the urban arsas
and acting as f=~2ders to the larger distribution networik,
In the rural ar=13s, on th2 othz2r hand, w2 have vsurer c-2ital
dominating the rural ®roducer, and isolataed cas—- s of mazitalist

manufacturz 2volv-d from tho "veasant" units.

E 4
v

Ye are now in 3 position to undzarstand the rroblams
inhearent in the Second Five ¥Year Plan stratzgy, of dep2~ding
on the "cottaga 3and villags and 5mall scalz industries”. for
increasing th2 supply of basic wajy2 goo’s supposadly manufac-
tur~d in th=s2 trilitional industries. e will be loo%king in
mor2 detail 3t somr of thes~ strat=rgizs in a later Chapt-r,
but before wz do this, it i3 nacassarv for us to understand
the rasonc for tha prominenc~2 that this pParticular stratum

7

of producers had achieve1, Ue procazd to do this in Chantor

which fnllors.

*dkkkvk
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ON THE ROLE OF THE SMALL INDU%TPI ns PCLICY AS A
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A. IDECLCGIES OF DREVELOPMENT
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For a policy for the encouragement of Small Scalé Units

¢ to be effsctive, it must ba inteqrétedxvith a céheren£ plan

.of national economic development, so that the loqié of that
.development does not in itself lead to the displacement of

such units, In a capiﬁalisé economy, in particular, the
‘devalopmant of small units implies two pProcesses: the creation
‘of a stratum of small capitalists, and of individual cébitaliSﬁ
erergrises, -These processes cannot be sustained in the normal
‘course of events, for the processes of concéntratiqn and cen-

‘tralisation of capital l=ad, as we have seen, to the absorption

‘of ths smaller capitalist by the larger.,

The plan of econohic development presupproses the e:iiistzence
of an ov2rall coordinating authority in the form of a State,
whigh'takes an appreciably greater part iﬁ diréétinq'ebonomic
activity, than would be z=2quired for an economy not subdject to
any direction bevond the continuity inherent in annual Duda=t
formulation exercisas. The coordinating :olexnould‘inélué,
direct intervention through public investm=nt, in addition to

the more traditional fiscal and financial measures.
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In other words, formulition and imml=m=3ntation of a

smill industries policr, bacausz nf its reguirement of an

axtendrd rnla for th= State, d=v=2nds on th2 resolution of

th» mor: g=n=ral probl-m of th: naturz of pPublic economic

activity. Convzars~ly, ©°rior to thz ~ff2ctive implementation

of 3 small industriss policy li=s the recuirement for a l

political consansus bv all strata of socisty on the effactive

. 1
sph=r= of influ~nc> o% th=a State.

it 13 cl=ar, of course, that in a class socinty,

such 31 cons::nsus can only be a2 formalone. In

fact it is pr-ociszly one of th~ purposcs of th=

State to dev~lnp and sustain tho illusion that

the cons=2nsus arrivad at has bzzn achisvad throvah

the democratic procz2ss and the "fres plav of id=as",
Th> fact that thae dominant id=as of 3 soci-~tv ar-

the id=as of thz dominant classes, is hidd-=n ~2f{-c-
tivz2ly by m2ans of consuring the moliticil repr2<sn-
tation of th3:sz2 dominant class=s by relativelv Tro-
perty less parsons. There are many examplss or

th2 clear s areness of th=2 Indian capitalist cl-ss

of th= importancas of disquising their o'n cless
vi=wooint, :ither by suggesting that oth=rs voice
such viewmnoints, or bv attempting to show that this
viewpoint was a3 univarsal one. S22 the articie v
Bipan Chandra: "Jawaharlal Nehru and the Canita’ist
Class, 1936", Zconomic and Political Weeklv, ¥ (2075},
33, 34, 35, po. 1307-1324, and Aditya Mukhar jo=:
"Indian Camitalist Class and the Public Sactcor 1330-19477,
Sconomic and Political 'Tfesklv, I (1776), 3, pp. 67 73
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For advocates of any approach to the role of small scale
production, it is thus essential that a sufficient role for
the State is accepted in such a consensus: for without such
agr=zemant it is unlikely that such a volicy could have' a

pla.ce.1

In this Chapter, therefore, the first of the three

devoted to a discussion on the nature of esvolution of the

Indian Small Industries Policy, we will examine the deve-
——
lopment of the concepts underlving the proposed ralationship

bebween the State and the Private Industrial Sector.

In the folloving Chapter, we look both a£ the inFlﬁenC¢
of Gandhian idesas regarding the role of peasant small produ--
cers; and at the specific employment creating programmes
introduced by the British Indian Government for the urban
educated unemploved, on the develooment of copcepts regarding

"small scale industry" in the pre-indspendence period.

Finallvy, in- Chaoter VII, we drav the threads together
and show hov the small inAdustries policy became an integral
part of the capitalist development strategy as envisaged and

operationalised in the course of successive Five Year Plans.

—— o ——— — — - - — -

1. The failure of Gandhism to achieve wide povular v
acceptance, inspite of the reverence with which
Gandhi himself was held, shovs two charanteristics
of the bourgeois state. Firstly, the dominance of
id=zas and wvalu=s favourable to largs scale capitalism
vwere naver sSeriously in danger from Gandhian valu=s,
to the extent that th=se were at all objectivelv anti-
capitalist., Secondly, the Gandhian assumption that
sociaty could bz remouldzad on the basis of changes
in values on a mass scalez, and that ther=s was no ne~=A4
for a State machinery to make such changes was itsalf
one aspect of the ideologies allowed by the Stats as
an earnest of its democratic nature,
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Historicallv, thz relationship bz2tween the State and
the Privatz Industrial Sector in th= vost indrp-ndence varird
was clarifi=2d in the cours= of evolution of viws on the
proposed maram=ters d=2fining th=2 planning process, and the
role to b: given to th: Privaite sector in th-= stratagv of

d=v=lopm=nt.

[
o}

Tha avolution of viwws took place the course of the
nationalist mov::m2nt, and we thzarefors provose in this s=ction
to 2xamins th=2 int>raction b2tween th2 movem:2»nt ind tkh= shifts

in views which took nlace.

The nationalist movement which brought independances to
Indié in 1947, haid baen grosing in strength over the pr-vious
30 vears, essantiilly from th2 time that Sandhi =nterz3 the
movemant., Th= gro-th of this movam~>nt from its b2ginniras
in ths l1at» 19th cantury to the late 1940s, could bz s-:n *to
be tha Drocnss of increasinalvy rrider particimation by diffarent
social strata, as thz objmctiv:s of the nationalist mo—-=m=nt
ware clarifinsd; and these strats wer: made avare of the link
betwa=n th2ir =2xisting socio-szconomic status and tis ccl.onial
situation on the one hand, nd the oowortuniti~s that an ind-=-

1
p=ndent India would offer on th2 other.

1. As an =2x3mole, wa might cite th? mass participati-m of
the pezasantrv in Condroess sessions from 1718 a3t the
invitation of Gandhi. 7. Adhikari (E4.) Docum-=nts of
the history of thz CPI, Volum= 1 {Psonles Publish.n7y
Eousz, 921hi:17371), p.324. HNote also "... In this
r2spact tha problem of unamploymant of th? ciass uider
consideration (educated middl= cl=ss) is that of th=
gz2n:ral economic dcvelopment of th= countrv"., Renort
of the Govermmant of B:ngal memplovment Encuiry
Committze, (Calcutta, 1224), D. 21.
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Analysis of tha 1inks betw=22zn the country's subordinate
vosition, and its povertv, was important in channs1lling
individual discéntgnt towards nationalist feeling; it also
necessitated tha converss process of r=quiring the eslaboration
of the measur=s which would ba taksn after iﬁdépandence had

"been achievnd, to rev=rse processes leading to stagnation,
"and to initiate procassss dirzcted to grq&th, In this s=2nse=,
the notion of dirscted change was inhearent in criticism of
the existing state of affairs, although the identification
of what thes content of both th2 dirzcting mechanism, and the

change meant, might differ between factions of the nationalist

movement.

The tvo groups which war> to play the predominant role
in detarmining th2 strategy of development, and the pattarn
'Ofvadnership in the post ind=p=nd=nce industrial structurs
wear= th2 middle class sactions within the Indian National v’
Corigress, and the Indian Capitalists as a class, individual
repras=ntativas of which might.have supportesd Congress political
actions on an individual basis, but whose voint of wvisw on

cconomic issues re=mainad distinct from that of the Congress.

Within the Condress itself, the middle class sections
who dominated the organisatinn numerically, could themselves
be divided into several groups, In the earlier period, the
dominant group comprised the morz prominent of the individuals

who wers now in the professions that thz demands of colonial
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social and political develonment had genzarated. S3:ncrally
thzs> would be in th: legal prof:ssions, although ther- were
Also men of ind-2:p>ndant means who had a liberal sduca:ion,
and s¥’ th= Congr:ss as 3 vahiclz for politiecal car~=rs

within a 1ib2ral framavork,

"h2s: indivi’uils occupiced positions gznirated bv the
tvp: of 1273l and politicil structur~ suitabl:2 to the l2vel
of cipitalist d:velopm:nc in England at that time, and
trarsportrd to Indiax s th:y only "reasonable" structur> for
1 "ecivilisz2d" countrv tco hava. It is pracisely for this
r2ason that th: :arlv, forceful, analyses of thz2 effects of
=nglish colonial rule 72r: based on the bslief that ch=anges
in policy by the colonial aqovarnm:nt would follav a reasonabls
exposition of thas~ effzcts on th-= Indian economv.1 Hcw 2var,
in th=ir opvosition to th2 ~xisting Colonial Polici-~s, “ass-~
individuals could b2 saz2n tno b2 leaders of a progressive

movem 2nt.

The Russion Revolution, and th= possibilities 0f a3 bhreqx’

i<
from th~ classical, capitalist path of economic Asv2lopment,
however, 13id the obj:ctive basis for a right wing and a 1-~ft

wing to appear within th= ranks of the middle cl‘—lss.2 In this

—— A - - ——— — —— —

1. The most prominant of these is Ramesh Dutt, The
Economic Historv of India, (Routledg= & Kegan Paul,
London: 1903) and Dxdhabhai Waoroji, Pov=rtv and
Un British Rule in Tndii (London : 1903).

2. Srz, for instance, E.N, Komorov, "Main Trends in
Indian Mational Liberation Movement in Fineta=arth
and Barlv Twentiasth Canturies", HMainstr=am (XIV)
1976, Mos. 33, 34.
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section w= are concern=d with thz views of thes left wing
group whosz most forceful exponent was Jawaharlal Neshru,

, , :
for it was this group that dominat=d Aiscussion on economic

Policy until the achisvemant of independencea.

By 1929, Neshru had ba2com:z the Congrzsss Presidant, and
at the Bombay me=xting of the All India Congress Committee the
relationship batvsen sconomic imperialism, tha colonial

\/%olitical system, and outdated socio-sconomic structurs was
explicitly recognised.

In the opinion of this Committes, thz great povertv

and misery of the Indian Pesopls are due not onlv to

forzign =~xploitation in India but also thas ecoOnomic

structures of socizsty, which th= alien rulers support
so thit their exploitation may continue.l

Inﬁerent in such an analysis is a view that goas bayond
Dadhabhai Naoroji's and R.C, Dutt's analyses. For it implizd
that pblitical independence and the opportunities for control
over =xchangs rat=s, tariff rates, industrial dev=lopmant
programmes and thz lik=2, would not bs sufficient to ovarcome
povertv. Basic structurai changas in the socio~economic
systeﬁxﬂould 31s0 be reaquired. It would alsc follow that
the class of Indian beneficiariss of colonialism would have
to be fought politically if a climate for these struétural
changes ware to Pa created. The fight would be through mass
mobilisation, including that of the poor peasantrv and the
working class, and for this mobilisation, it was nscessarv to

spell out ths meaning of "Swaraj" to the ”masées"°2

R e T 20t s g . St > e e

1. Indian National Congress, Rasolutions on Economic
Policy and Proqgramms 1924-54, (AICC, New Delhi;
1954) P. 3.

2. Indian National Congress, Op., Cit., pp. 3-9.
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This proc=ss was iniziated at th: {arachi s=ssion of

th: Conira2ss in 1731, wh2r= th2 »ss-=ntinl points to be

safequardad by an acceptibl: constitvtional framework war~

outlined., Lat=r the sam= v2ar, tha vosition was amplici=d

2t 2 m=2ting in Bombay. Thr=e points wara of special

significanc= in clarifving th2 relz of th= State:

- - e —

2.(3) Ths: organisation of =aconomic lif: must

confarm to tb: »rincirnl: ~f ‘ustice to
thy »nd that 1t mav s-2cvre 3 deceant
standard of living,

(b) Th2 State shill saf2quari th2 intsrests of
industrial rorkaers and sh2ll sacure ‘or
tham, bv suitabl~ l2gislation and in oth-r
wavs, 1 living vajye, h23lthy cenditions of
work, limit-~4d hnurs of labour, suitable
machinz2ry for th: scttlemant of disputes
batrean employers aind workm?n, ani prot-acticn
agiinst the z2conomic cons.aaunnea2s of old angs,
sickn:ss nd un3:mplovment,

12. Th= Stat:2 shall protzct indigznovs cioth and

for this purvos—= Pursue the Dolicr of =xclu-
sion of forziqn cloth =and for=ign varn <rom
th: country =and adopt such oth<er measur=s ag
may be found n2c:ssarv. Th= Stat>» shall also
protnct othzr indigenous industrin»s, when
nec::ssarv, agiinst forzign commetition.

15. The State shill ovn or control kev industriocs

and sarvices, min~mral rasourc-s, railvavs,
watarwavs, ,shioping and othsr means of oubli~
transvoort.”

- - — o > s i e

It is siqnificant that of th= four points gquot-=:g,
thz most cruciil in t=2rms of thz envisag~d rol=z ocf
th2 Stat2 is th2 1last, nmumbar 15. Preokably still
mor2 significant is th2 implicit under<tandina thHt
if 3 controvorsial clause war~ situitnd at 2 and
of the proyramme, it had greater ch2ne s of its siv-
nificanc: b2ingy ovaerlook~d. Tt mi~sht ke said th-t
th: :ra of podvulism was introducsd by clausas such
35 thess, which waern pass2d prosumably on the und-r-
standing that th2ir inpl-mz2ntation could b2 opposz4d,
i€ a2t all the qumstion arose in vractica.
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These were statements of intention, of the shape of tuc
role the State would play in the period after indepsndence.
There was no theory‘of dQVelbpment implicit within the poirts
that were made, In other words it was a manifesto rather

than a plan, or even tha basis for a plan.

However, by 1937, after the elactions held on th= basis

of the 1935 Government of Indiag Act, Congress Ministri=zs wer:

(

in power in seven provinces., Under the Act, responsibility
for the development of industries was a provincial subject,
and so both the responsibility and the opportunity accsz <To

demonstrate the advantags of plannad development.2 Unde

instructions from the Working Committer, the Congress Presidont

convenad a meating of the Provincial Ministers of Indust:y

where he laid down some Of the tasks of development,

1. It must be admitted that the state of orthodox
asconomic theory was at that times inadequate -+
pPlanning. Keynes published the influential
The General Theory of Employment, Interest and
‘Money in 1936. See E.i.S. Namboodiripad
Indian Planning in Crisis (Chinttu Publishers,
‘Trivandrum: 1974) pp. 12-26 for an analysis of
the root causss of the new wview of the State.

2. Problems of reconciling apparently contradictory
Congress approaches to cottage and largs scale
industries were left to be decided by Nehru in
his capacity as Chairman of the National Planning
Committez., The contradiction was resolved by
prointing out that while a 1934 resclution had
specified that the Congress would devotz2 its
attention to cottage industries because large
scale industries "can and do command State aid",
with the formation of Conqgress Ministries, it was
"to some extent identifying itself with the State"
and "it cannot ignore the question of establishing
and encouraging large scale industries". X T Shzh
(EQ) Report of the National Planning Committez,
(Vora, Bombay: 1949) pp. 35-37.
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Industrialisation vr3s to him possiblv

eesann 2vil, but...1 n:cnssary 2vil, th- ills of

t"hich it vvas upto us to mitigats but th” march of

th> Ravolution its1f must b2 1 forced on= like

in Russia.

H: 3lso liid down th= principlas of a system of natirnal

Planning which would air for th» following:

(1) National auton-my in th2 country's principal
naxds.

(2) Dev:lopmant of marar sunplv, m2til production,
machinz:s and tonls minufactur=z, ess2ntizl ch--
micals, transport and communication industri-s.

(3) D-v-alopmant of technical =2duc=tior and r~s=arch.

(4) Zconomic survevs of ~2xistiny industrial potentinal,

Lgi}

(5) Creation of 1 nitional ressarch council.”

From thes2, he isnl-ted th: follawing wrobloms and ar=as

of action:

1. TSeconomic surv-~vs of th: provinces.

2. Coordination betraean cottage and larg~ inAustri-s.
3. Rsgional distribution of industry.

4. Trainingy of technically ocualifizd personnel.

5. Provizions for technical r-search,

6. Bstablishment of 3 committze to advis~ on th=o
problms of industriilisation.

1. P. Sitaramayva, The History of the Indian Natioral
Conqgress, Yolume TI, (Pidma, Bombav: 1°947), . 76.

2. Sitaramavva, Op. Cit., p. 97.
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At an oarli=ar me2ting of Provincial Chinf Ministers,
also convana2d. bv the Congress President, it had bsan agro-d

that 1 Committna of experts should bz appointed to adriss the

2

Ministrics on problams of Industrial Raconstruction, Power

Pasources and supply, as well 3s mor2 gencral guestions of

-2
coordination betwsan activitias in the various provinces.

Wahru was chos=2n to head this Committee which had an
original budy:t of vs,50.000. Th2 Commnittee had bzen asked
to submit its report within 6 months, but this was later

zxtendsd and, in fact, its work was brought to a hilt by th~

start of ths Civil PDisob=2disnce Movemznt in 1040.2 The delav

aPoaars to have bean causaed by the substantiallv wider viaw
of its terms of reafersnce that the committees took, probably

as a result of Nehru's viav of the function of planning. than

3

had earlisr b22n exPrct=d. 27 subcommitteas weors formad

and a graat amount of information was collectad and p’ans for
differant sactors praparad. Although the final report =as not

published, the Committes marked an important milestons nod

only in terms of planning philosophy in the Indian contaxt.
but also for including policias for small industries w-thin

. 4
an overall pattearn of =2conomic Aavalopmant,

1. 3itaramayvya, Op., cit. p. 96. . o
2, Sitaramavva, 0p. cit. p. 86 and 97,

" 3. Se~ Nehru's letter to Rajendra Prasad in 1939
axplaining the scops of the Committze's work.
JT373harlal Nehru Memorial Fund, Selected Works
of J=raharlal Nehru Volumes 10, (Orient Lonaman,
Dz1hi ¢ 1977), pp. 515-517.

4. K.T, Shah, Op. cit.

rd
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Civil Jisobedienc-, and th2 arrast of most of t»~ »ro-
minsnt Conyre~ssamen in 1242, which “ollovad the unilataral
d=eclaration bv th- Vicarov that Indisz was a partv to the
t"orld "Tar, m:@ant that little formal activitv took plaz=

within the Conjyr2ss concarning issu=s of Planning and th=

.
strataors of d~loomert Auriny the earls 17240s,”

In 1745, mambers of the Congress Working Cemmittar ~rere

released from datention and brgan to preparz for the 21-ction:

lzadiny to th~ formation of the int2rim government which -was

instill=1 in 1‘346.2

shased a considesrable advance in both its intagration n=

The Tl2ction manifesto issu=24 at th~ tir

-~
O

o

obijactives in various adhzarss, so d=2finina for th~ first tims,

a strategv of davzlommant, and laving out in relativelv

specific terms the tasks which th2 “ovarnment vould n-~=2¢ Lo

undzartaka2. R~hcoynising that thz2 ",..wmost vital and vra--t

of India's problems is hav to r=mov2 th2 cur of voveritsr and

~

rais= th: standard of th: mass~ns", the manif-sto point-4 to

thz2 n-ed to:

...blan and coordinat- social advanc= in all its

manv fields, to pravant th: conenntration of wealth
and paover in thz2 hands of individuals and groups., to
“ravant vostad intorasts inimical to sociaty from
Jroting, and to have social control of the min=ra’
r~sourcas, means OFf transport and th2 principal
mathods of vroduction and distribution in land,
industry and in oth-or 4d2partm=ants of national acti--itv,
so that fres zndia rm3y davalom into a cooprrative
commorw 231th,

— o —

2. P. Sitarimavva, Op, Cit., p. 662 and p. 800.
P. Sitarwmavra, On. Git., Appendix p. iii.

<

4, P, Sitaramavra, Op. Cit.
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Apart from delineating the areas of activity subiject

to sqciél control whather in thz Public or Cooperative Sector,
the manifesto is significant for . including for ths first time
a classification of industries - large 'scale, madium and small
and including cottage industries as a part of the small sector.
Discussion on tha preciss d=finition of cottage industry in
‘the courée of meetings of the National Planning Committee on
thz one hand, and the growth of small factories in response

to wartime demands on the other,fmdst have led to this clAari-

fication of concepts,l

The 2lzction manifesto appcars to have bsen the last
Statement on dsvelopment strategy and socio-economic policy

in the pra-indePendance pariod.2 Although with ths formation

—— ot o O —— -

1. See the discussion of ths concepts usad by the
Subcommittee on Rural and Cottage InduStries of
the National Planning Committee, in Development
Commissioner (Small Scale Industries), Ministry
of Industrial Development, Small Scale Industries:
Twenty Five Years of Progress, (G0I, New Delhi:1973).

In the abspnce of data showing the grovth of small
factories (the 1934 Indian Factorias Act provided
only for thm compulsory qistratiOn of units employ-
ing wmore than 20 workers and using pover), it is
difficult to =stimate this growth. Havsvar it is
generally accapt=d that demand for war goods gave a
major boost to th2 em=rg=ancz of th2 small capitalist
with his factorv. See, for instance, Raport of the
Fiscal Commission, 1949-50, (GOI, New Dalhi : 1950),
p. 112,

D.K, Malhotra in his book Review of Fiscal Policy
foublished by the author, Lahore : 1943) says that
as a result of encourag=ment of small industries,
their contribution to the purchase made by the
Govarnmant of India was expPsctsd to go up from
Ps.5 croras in 1241i-42 to a,lo crorm~s in 1942-43,
pp. 71-72,

2. The A.I.C.C., Economi¢ Programmes Committes was
appointad in November, 1947, "with a viav to drawing
up the =2conomic programm= for the Congress in accor-
dance with....the 2l2ction manifesto of th= Conqgr=ss
datad Decsmber 19th, 1945,.,..", Indian National

Congr=ass, Op. Cit., p. 17.
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of the interim gov:a:rnment, an a“'visary planning board was
estapblished, this was an official tody and cannot bes siid

. . . 1
to repr=sent C onqgress »olicy in an undiluted form.

After ind=»=andence, the AICC apsointed a Committzs to

LS

PrePare an e-conomic proarammz, Jiviny the followiny rsason.

Democracy in the mcidern age necsssitates planned
central direction i3 well as decentralisation of
political and scoromic Doger in so far as this is
corpatible vith the saf=2ty of the State, wvith
afficient =wrolucticn and the cultural progress of
the community 3s a 'vhole,?

Th= Rz2port of the Committee gave a clear indicaticn of
th= dev-lopmental strate jy favoured bv the Conqress.3 it
vvas envisajged that a svstem of peasant propri=stors servaid
by cooperatives for their inputs and marketing, ard aideld
by State irrigation programmes vould form the basis of :he
rural social structure. In Industry, the capital ~qoods
sector would bz in the vublic s=ctor, while consum=r (oods
would be produced by the deczntralised i.e. small priva:=
sector. If large scale units were required for production

1. The Board, with X C Neogy as Chairman, publishel its
report in 1947,

The personnsl of the interim governm~nt announczd

on 25th auyust, 1946, had, in addition to members

of the Congrsss, representatives of various cooru-

nities. This was adjusted vhen the FHuslim Leaque

joinad the Cabin~t in October 1946. S2e Sitaramavya,
Op. Cit., Appendix I/, p. ccxxxiii and p. colxii.

2. Indian National Congress, Op. cit., p. 20.

3. Indian National Con7jress, Op. Cit., p».21.
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.-of "goods in monopoly markets, they would éiéé be in the
public sector. The tkansﬁer from private to public ciner-
ship woul4d berndertaken'éver‘a period 6f'5 yéars° Thefe
were provisions for COnﬁrol of profiks in the private
sactor, qnd for regulation of working cOnditioqs in the

. L. . 1
interests of the working class.

Many of thes members‘of the Congress lgadership werT?2
from the middle classes, and were oftan instinctively anti-
capital, whether this took the form of adVocatinq the
destruction of large scale industry altogether, or of its
nationalisation. The measures suggested in the program:z
were, by and large, to be expected from such a group and
the recommendations were not in thamselves, notably morz
radical than those made earlier.2 But a crucial difference
betwean this report and all ea:lier ones was that this mne
had been authorised by promin=nt members -of a Party which
headed‘the Govarnment; and so some of the‘recommendaticns,

1. Indian National Congress, Op. Cit., pR. 2i~36°

2. Tha Committee, with Nehru as Chairman had two

members of the Congress Socialist Party
(J P Narain and Achyut Patwardhan), J C Kumarappa,
the founder of the All India Village Industries

Association, and G L Nanda amongst its 8 members.
Indian National Congress, Op. Cit., p. 21.
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at least, could well have threaten=zd to becomes part o th-

Government's policy.l

— o T s 8 i o

This may apoear Paradoxical when it is recalled,
for instance, that the National Planninjy Committe-=
included renresentatives of the cavitalist class,
Gandhians or what wight be called the right wing

of the pPettv bourgeois, and Nehru and K T Shah
representing the l2ft viny of that stratum. All
Conyr=ss r=2snlutions must also have besen fully
debat=zd ani so should have reores=2nt=2d a consensus,
But the unc:rtainty, vwhich we have d=scribed akovs
and which found clear exprassion at the 1947
Industrial Conferanc=, conven=d by the liinister of
Industry and Suppli=s shors that it vvas not a f=it
conszansus. Bven at the Confarznce, vwhare unanimous
r=2solutions were pass=d, Homi Ilods seems to h=zse
got to the hsart of th2 problem: "This morning when
vou found your resolution on nationalisation was
unacceptabl? you very cleverly pro tuced another
draft, which was accepted by all of us vith varving
dagre=2s of mental ri:servation. Naturally, we cannot
do anythiny morz an< I have an idea that the mental
r2servations of the Sovernm=nt vvith r=gard to that
draft is even more substantial than ours'. 75Sovarn-
mant of India, llinistry of Industry and Supply :
Confzrznce on Industrial Develovoment in India, ‘Newr
Delhi, 1247), p. 40.

Part of thz problem may have bz2en that FICCI dii
genuin=lv balieve "its pre-indeve=ndence claim to

speak for thz public interest no less than the
Conqgress (now the SGovernment) . The more mature
realisation that "In a system of Sovernmant by
ni:0Ple’'s reprasantatives zl=cted under adult frenchis=
after indevmendencs, it was inevitabl: that businessmen
and their organisation should comz to be looked upon
as r2Pres::nting a sectional inter-=st" was probably
slor to dain. Faderation of Indian Chambers of
Commerce and Industry, Golden Jubllze Special
Suppl-=m2nt in the Times of India, Wew Delhi, 23rd
April 1977, p. 1.
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We have described in some detail the evolution of - think-
ing about the role of state in the strategy -of dévelopment_as
expressad in ;he Congress' analysis of the then existing
soc1o—mconom1c Sfructure and the planks of its proposed plan
of devolopment Al though the capitalist c%ass was repreasaented
in the Conqress, and on the various subcommittees of the
.Nat;pnal‘Planniné Committee, they had also developed their
, aﬂﬁ,orgahisations and their own plan,1 In the following

section we examine the development of this line of thinking.

Iﬁ should be admitted at the '‘outset that there are some
Problems associated with daflnlng the concept of the Indlan
gcaéitélist Class' view of planning. Thbre is sufficient
evidencg to-show that individual groups within the capitalist
'class-differed qﬁité mafkedly on issues as impoftant as the.
strategy of thevnationalist_movement;z‘and al though it would

not be correct to take these differences to be a direct

1., The most prominent of the Congress capitalists was
Jamnalal Bajaj, who for some years was its treasurer.
Both Pushottamdas Thakurdas and A D Shroff, later
signatories to the so called Bombay, or Tata Birla
Plan of Economic Development, wer= members of the
Committee. TFor a detailed account of the grawth
of FICCI, the apex organisation representing Indian
Capital see S, Kochanek Business and Politics in
India, (University of California Press, Berkeley:
1974) .

2, See Bipan Chandra, Op. Cit., where in a discussion
of the attitudes of capitalists towards Jawaharlal
Nehru, he has also describad their‘differences with
the strategy of the Nationalist movem=nt, i.e.
Conqgress Strategy.
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reflection of th:ir differing material interzssts, clzarlv,
we can say on 3 n»riori grounds that thar= war: such differ-

) 1 \ . .
ances on policy. And 1if th2ars vvas such a differ=ncs, it
was likzlv to 2x9rzss itsnlf in othor ar»as of social or e«
sconomic 1ife. Ir othar vords, it -ould aPpzar to be mor:
corr=ct to Aistinjyuish Tetwoen Aiff:rant factions even within
the capitalist class in so far as th-ir reoguirzments of s3tatis

intarvention w:a:r: qualitatively differ:nt.

T

Hlovevar, rz2cent historical res::arch has sho'n tha

ct

althouqgh thz:r: wzr2 differences in approach torards th=
political l=alzrship of the Conjr:ess and th- strat:gy »Duisu=d
by it, in othar words, on th: most ocffactive way of :ms»-iny
that the Congress operatad in fact in a manner conduciv
to the interests of ths cavitailist class, thera was 3 ~ rkad
s 2
dagre: of agreament as far 3s sconomic issues werz conc: rnz2d.
On questions of tariff protection, th» rola of fublic S.c:tor,
and on th» sp-cific role c¢f pPlanning. 3 very wide ranga ofF
industrialists ware of on: mind. This is shown most cl .=zarly

- —— o —— ———— o o o -

1. Thus, for instance, Titas with interests in st 31
and =njincea2ring wvould b~ likelv to view desirabl:
Sovernma:nt 2conomic activity diffar-ntly to jro-ns
entir3ly in light industry.

2. Se2 Aditva Mukhorj:e, "Indian Capitalist Class and
Conqgr2ss on Planning and Public 3ector 1930-477,
Sconomic and Pclitical Weskly, (XIII, 35), po.
1516-152R/. )
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activna

_-the capitalists who had Signed1it.
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production of the Bombay plan in 1944745 And the

projection of the aims of tha.plan by savaral of

1

The Bombay Plan cnvisaged an expenditure by the State

of 1s.10 000 crorass over a 15 yzar period starting in 1947.

It forssaw thz need for axtensive State intervention and
. . T . .

- .

control, and accepted tha nsed for Public ownzrship of

utilities and heavy industry, and the conseqguant nesd for

complementary control over credit and invaestment institutions.

Such a degree of State control would have bea=n considared

unusual- at the time, -Pparticularly when the proposals came

from the industrialist class itself. Haow=ver while thé

formsight of this class can be admirad, in that they were

not limited by their immediate interests, it has bzen convin-

-cingly argued that the intention was to ‘cr=ate 31 State machinery

which would safeqguard their long term internssts.

2

If it is accepted that the Bombay Plan represented the

- considersd views of the capitalists, then we have a clear

divergence batween the strategy of devalopment implicit in +the

Plan, and the explicit strategy of the Conjyress Economic

Programmes Committeem3 The.Bombay'Plah required that Stat:

‘ 1,

Purshottamdas Thakurdas, =t. al., A Plan of Economic

Development for India, Part I, 1944--and Part II, 1945,

Mukherjee, "Indian Capitalist Class and Congress on
Planning and the Public Sector, 1930-47",

Mukher j2e2, Op. Cit.

In many ways the Bombay Plan could bz sezsn to be an
extension of the work of the National Planning
Committee for many of the coopted memb=2rs of sub-
committees of the NPC, wers capitalists. Sasccrdly,
both J R D Tata and John Matthai, signatories of the
Bombay Plan, were invited to thz concluding sessions
of the NPC, Seze X,T. Shah, Op., Cit.



aconomic activity vould be confined to capital joods indus-

tries, utiliti»s and to regulation of cr=dit and trade. No

structuril chang:s in the :conomy war: suggested, the Stac:

was supposed to f£ill thoe gaps that exist2d in the prevailingy

structur: of production by additions and cvzan thos: ware in
strictly sp>cifi:d arz23s. The Economic Programmes Committ:a,
on the contrary, laft littls rolz for thz lary: scal: sector
even in th: short toerm, l::t alon: the lonjy term. © Th2 crizerion
used by the Committee to d:marcat: large units from sma3ll units
was Pbaszd on th? market that ths unit commanded. Anv unit

whos: markz2t :xtandzd bovond the boundaries of tha provinc:

in which it was locatad was dzfinad as 1 larg= scal: unit

and was cons:qguently ripe for nationalisstion. It was pre-

cisely such units that the large cavitilists commanded, and

thay vere ¢l :arly urwilling to accept a diract ttack on

their =conomic pover.

Howvevar, thz2 f2ars of th: capitalist class saam to have
b:en unfound:d, for almost simultancously with the prasentation

of th= Congrass repvort, thz 1948 Industrial Policy Resolution

w3s issued.1 The reosolution vas baszad largealy on th: results

of an Industrial Conference held in D=21hi th2 preavious D-=camber,

where a3 number of prominent businessmen had b:en prascont. AL

1. Th: r=solution of April 6th 1948 113id do'n that only
arms and ammunition, atomic znergy 3Ini the railways
wer:2 to ba th: exclusive wmonopoly of th2 3tate.
Although a3 further six industries where 31l n#* units
would be promoted by the State woare also mentioned,
nationalisation of existing units was to b= posipon :d

for 10 yz=ars.
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~the conference it seems$cléar that the Governmant wés anxious
to obtain unanimous resolutions -- to get, so to speak, th=
maximun that the capitalist class was willing to concéde_in
terms of the relative roles of public and pfi&até-sectcrs,
and small and large industry.l This was clearly a strateqy
of accepting the existencs of large capitdliSts'and striking
somz sort  of bargain with them in public to ansure their
continuzd cooperqtion;2 and this strategy was continuad whin
+ha AICC, while aplProving the Report of the Ecbnomic Prorrammes
Committes, appointed anothear Committée also chairad by Nehra
.AfOXJOEk out the detziled implications flowing both fron'the
Economic Programﬂés Committee Report and the Industriai Policy
Res_olution,3 The process of reconciling "middle class
radicalism” with the view point of the large capitalistns was
set invmotion.4

1. Conferznce on Iqﬁustrial Development in India hoeld
on Docember 15th-18th, 1947, in Naw Da21hi

2, Sa2 Homi Mody's remarks on the Ministry of Industzy
and Supplies' stratzgy as quoted on p.190, Gadgil
s22ms to have f2lt that the unaninity achieved was
du2s not only to rasarvations on both sides which wore
not voicad, but also to a3 lack of understandirg
(presumably by capitalists) of the implications of
tha resolutions they were a party to. Gadgil'se
commants Aare on P.68 of the procsedings of the
Confarenca, Op. Cit.

3. Indian National Congress, Op. Cit., DD. 36-37.

By
s

4, D.R.53adyil wrote in 1947: "The most important guesticn
+hat faces the government and the public in Incdia
today is the pattern of economic policy that will 3o
adopted by th2 State in the immediate future. It is
difficult to predict what that pattern will be beacauss

contda. -
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Th> predominince of dir:ect capitalist interests in th=
formulation of industriil policy continuzd vith their -sso-
cittion in th- processing of th: "ndustriil Development =nd
Rogulation Act. Tho Bill to irtroduce th: Act had been
prasant:d to Parliamant ind refarred, after 3 d:bate, %0

a 3~1:ct Committa2o in 1949,

How . »ver, ilthough th2 Splect Cosmitt.: report:d in 2arly
1950, the Sovarnma:nt did not appcar to e ke :n to hav: -~
debat: on its Revort. Inst:3d, aftz:r 3 silenc: of ovar =
v21r, and after th: draft of the First Fiv: 72ar Plan hal been
announczd, it appointed a1 ns Seloct Committe= in Septeroer

1351, whose r:port was discussed 3 month 1at:r.1

thzrz is yet little certaintyv pout the ~omposition of
our ruling class and th2 quality of our rulers. The
bulk of our political liradnrs have maie 31 number of
public pronouncomonts rogirding sconomic policy monqg
vvhich 1 promin:nt plic2 his boecn given to the objectiv.
of th. raising of th. standard of living of th: m-L,3

of workaers mnd p.asants; but thi:s: pronouncoments
cannot :3asily b: r:concil  d with other d=clarations

of political 1l:ad.rs and especially with the actual
d:velopment of administrative: practice of Provincial
Sovernma:nts and the Cintral GSovernment during the last
voear.”  "rartime control and weoac:z timz ands? in
Probl:oms of Indian Labour, (7CI, Labour Burcau, 1247)

. 1. Seven y2irs later, in 1954, A D Shroff as Chairman
of th: Committ:: on Financ: for the Private Sector (RBI,
Bombay: 1954) was s5till complaining about th: cffocts
of populist pronouncaem:nts about nationalisation on the
12v:l of investment in the »privatz sactor.

1. Parliam:a:nt of India, Parliamentary Dq:batas, Part II,
4,9,1951, Columns 1895-1897 3n i1 Parliament of India,
Parlismentarv Debates Part IT, 11.10,1351 Colunns
4645-1742, 12.10.1951 columns 4744-4912,
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The reason for the silence abvears to ba that from
1947 to late 1950, both the succassive Finance and Industries
Ministers appeared to be unsympathetic even to purposaful

regulation of the private sactor; and in this thay had the
1

support of the Deputy Prime Ministzr, Vallabbhai Patsi.
While th: sslection of persons to form the first Salact
Committae2 naturally reflocted their point of view, it scems

clear that the resultant Report woent toé fa; to be accedtable

to ths Nehruites, haovever humbled thay might have b33n02

By early 1951, Patel had died. Though he had ensured
a continuing voice for the private sector in policy formulatica
Nehru had now emerged supreme as far as long term =conomic
strateqgy was concerned. All the Members of Parliament who
took part in ths debate on the Report of the Se-ond Select
Committes took it for granted'that the Five Year Plan strateqgy
was supPreme and that the IDRA would have to fit in with this

strateqye3 Nehru might hims=1f be very di ff~rent to the

1. The Industries and FinancCe Ministers from Indepsn-—-
dence to the time of their resignation in 19 april
1950 and August 1948 were S P Mookher jee and Shanmu-
Xham Chetty. 2oth of thes=, as is evident from a
letter written by MNzshru to Vallabbhai Patel, were
Patel nomineses in the Cabinet,

For Nehru's letter ses Durga Das (Ed.), Sardar Fatel’'s
Correspondence 1945-50, (Mavjivan, Ahmedabad:1272
Volume 6, p. 536.

They were raplaced by Harekrishna Mahtab, a ‘sandhian,

© and John Matthal, a director of Tata Sons who himself
resigned in Juns 1950, Howaver Mehtab's inability to
function effactively is shovn by Patel's corresovon-
denc= with him.

Durga Das, Op. Cit., Volume 10, pp. 178-196.

AN
°

Parliament of India, Op. Cit.

Parliament of India, Parliamentary Debates Part II,
4.,9,1951. columns 1896-1924,

w
o
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pre-inlzpendenc: fire-Drand, but it vvas mads clear that the
Privat: sz2ctor although allar=d to both axist and expan-
substantially would have to accert a3 franavork of operation

l13id do'n by th= Governmenc.,1

V.5 1lhe Proble@ of échievigg Consensus

—— e ot -——— o 2 — - — w2

Uptc the achievemant of independence in 1747, cons» umis
betwieen the left wing of thz Conaress ani the riqht viny. ho
objactively renrasanted the interests of th=2 capitalists
within the Congrzss, app=ars to have been emphasised.2 ™iis
seams logical in that th: mijor battle had been ssen bv 11
strata of society, who were nationalist, o b2 againsct oritish

. . . 3 o . .
imparialism. Haowevar, oncs political indep:ndence had tL=<n

~ 202

———— - —————

1. Sge M:2hru's sp=ech introducing the motion on th:
draft First Five Yeair Plan.

"

Horrver, 3hanmukhan Zh:ttv, who had be:n "command:g"
vy Sardar Pat:l to 1 groupd of busin~tss leaders =3
"onz of thair ovyn™ had said as much at a meztin~ of
the Indinan iMarchant's Chamber as earlv as 3eptemdar
1%47. FICCI, Op. Cit., p. 1.

2. A foraword b Nehru to a1 took esdited by Kaki Kalelkar,
To A Gandhian Capitalist (i'ind Kitazbs, Bombay 1°51)
says the following: "In the common companionship of
those who wear : associzated wvith the national movaement
undor Gandhiji's leadership, we /Jamnalal B3jx¢ and
Tehru/ met often and grew to know cach othar fairly
intimat:ly. We were very diffarent from one ancther
and it is possibla that in other circumstances, th=r-»
might have besen no occasion for that intimacy to groe.
But, I supposs, wo racognised some worth in =ach other
and th2 bond of mutual respect and aff:ction avaw
progressivzaly stronger™.

3. In this cont:xt w2 man, by iwwperialism, thz rola
of forcign capital in its operation in India.
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achicved the question of devs=lopment strategy came to the
forefront, and with it, the problem of the participation,

.growth or daclinz of various social strata.

For if thes Privats Sector was to have any role at all.
and a substantial role was certain to b= allocated in practic:,
beCause.conéehtration of capital had already raachad an
advanced stage, then the oporational policy of depending cn
th= Public Sactor, large scale private sector or the cotage
industries sactor had ssrious implications for the developmént
of the capitalist class.,1 -If the Governmant decided to depend
morn or less completzly on the Public Sector and Cotéaqe

e -y i T 410

1. "It was not the financial allocation to thoss
/village/ industries /in the Second Five Yaar Plan/
that secemed to be at thz root of FICCI opposition,
for that was not significantly large, but rathe:
the policy implications that went with this alloca-
tion~-rastraint and control in the expansion cf
factory typz consum=r goods industry". ' B.R. Hayar,

v "Basic Attutudes towards Economic Planning in India”.
Agsian Survevy, XI (1977), 9, pp. 858-59,

See also the anxiety implicit in this sxtract iirom
the RBI Committee on Finance for the Privatz S <ztou:
"Provided theares i3 commensurate incrzase in botn
national output and national savings, the enlargerment
of public investment need not by itself reducs the
investible resourc:s availlable to the private s=ctnr,
But if plann=d. investment in the public sector
exceeds thz savings that would normally be availaki=
to it, and calls for additional measures of taxaticn,
borrowing or deficit financing, there is inevitably
a draft on savings available for investment in tha
_othar sectors of the economy", Op. Cit., pp.2-10.

®

\J

s
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industri:s, 2s th: l:ft wing demanded, than the quastion of

what the capitalists would do with thz large accumulations

3t their disposal was bound to arise.l In fact, nonc of

the proposals for emphasising 2ithor th: Public S:ictor or
cottage industrizs, and dovngrading th2 large scalz private

sector app:ars anywhare to have considerad this proklem,

Th~ rzason for this is that th: individuals who ware in

the forefront of thinking on economic issues wera2 3lso thoss
who took the least intzrest in organisational issues, even
within the Congrzss. Yot having had to formulate proposals,
which with Party disciplinary measures could bz enforcad
wwithin the Congraess, they ware oblivious of the unresality

of proposals which rz2quired th: right wing 21:m=2nts in th:
Congress, and extramzly powerful ones at thit, to submit to
Proposals which would lzad to their o/n political extinction,

togethar with the =xtinction of the larg> capitalist class,

vhose interasts they vi-wed with svmpathy.

Although Mzhru, for instance, app-ars to have besn aware
of the concept of th: 3tate, in its Laninist connotation, he
docs not szem to hav2 grasped its implications; it is only

his experiz:nce as head of the Goveormment for two or thrasa

- — - - w—_—— "

1. Out of a +total paid up capital of all corrorate
bodizs of "5.570 cror:s in 1948, 69 Indian groups
controllad 1:.210 crorzs while 3 furthezsr 52 7roups
controllad an additional 75.140 cror:s. 3.K.Shirokov,
Industrialis:tion of India (Prograss, Moscar:1373),
P.47, and 30I, Reports on '"orkinj and Administraticn
of the Companias Act, 1356.
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- years after independence that seasms to have made him Sbmawhﬁt
mors aware of the limitations on governmént activity'imposed
by the economic structurs of society and its corresbonding
legal institutions.l "The process probably occurrad through v~
battling a constant s=ries of objections raised by civil
servants, and members of the Cabinet, to radical éroposa}s

on the grounds of their b2ing impractical, or financially
infeasibla, These or ths many other ;ypes of procedural
broblemé that in tétality form the structure, of obstacles

to radical reform, which may be sa2n to bz one aspaect of the
State in a capitalist society, may in fact, also mark the
gradual gain of confidence in the Nehru Goyernmant by the

capitalist class,2 In other words, the capitalist class

1. See Bipin Chandra Op. Cit.

See his spaach introducing tha motion on the
First Five Year Plan. Parliament of Indisa,
Parliamentary Debates Part II, 15-10-1951,
Columns 5039-5060.

Opening tha debate on the First Five Year Plan,
Nehru mentionad thrae limiting factors which had
conditioned the Plan approach. These were the
constitution itself, the existing economic
structurz and the resourcss available to the
Government-=so it is possible to say that by .
late 1951 Nehru was becoming aware of tha nature
of the State.Parliament of India Op. Cit,,
Columns 5043-45. : '

2. Under an article proclaiming that "FICCI is voice
of Indian Industry" written by the then President,
M.V, Arunachalam, another article has the following
to say about business and Government relations:
"The immediate problem the Federation faced when India
became free was one of its awn style of functioning.
How was private power placed in the new democracy.
After groping for a few years initially, the business
community bagan to undarstand the new povar structurz®,
Federation of Indian Chambers of Commerce and
Industry (FICCI) Golden Jubilee Spazcial Supplemant
in the Times of India, New Delhi, 23rd April 1977,
p. 1. R
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aAlso came to realise that the State structur. effi:ctively
w1as their ovn nd that they held Stat: power throujh this
structure.l Therz was then no need to £:ir what amountod to
populist »ronouncem:nts of policy; in fact the shr.wder of
th: capitnlists begin to vrzlcom:> those as ensuring the
cooperation of th: patty bourgeoisie for 1 Governm.nt which
could, a3t best, cnsur2 th: welfarz of only 1 wvery smiall

minority of this stratum.2

V.6 Conclusions

In this Chapter, we have described the proc:ss by which
the first of the two prerequisites for 3 small industrics
policy w1is 1ichicv:d: consansus on th: futur: rol:e of the
Public S.:ctor, and its obvurse, tha lony term role for the

Privat: Sector.

1. "At 1 reception given to him by business leaders at
Naw Delhi some months after indepandenc:, Sardar
Patel commanded the Finance Minister, ir.Sharmukhin
Chetty, to them as one of their awn". AICCI,

Op. Cit., p. 1.

2. "Ho Zﬁ.T.Krishnamachzri, Minister for Commcercz2 and
Industry/ assured the /Faderition’Committec that
the Govarmment wanted to carry privat: snterprise
with them., MNationalisation was only a 'scara' and
that should not deter industrialists". FICCI,

Op. Cit., p. 1.

Rz:plying to a former Prasident of FICCI, R.G. Sairaiva,
th: FICCI Sicretariat reacted as follows to a sujves-
tion by a 'Bombay Group' that Fabian aconomist

t',A, Lewis should be invited to India to speak on
behalf of private enterprise: "The rank and fil» of
the political parties and the gsan=2ral mass of p20pl:
of thez country hawaver juvenile or unreasonibl:z

their thinking may se:@m, are the most potant forces
to ba rackon:d with. Tha2 peoplza--hava, we are
convinced, sound common sens» and 1 sense of right
and wrong." FICCI, Op, Cit., p. II.
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The political resolution of thz conflict betwesn ~u:
social groups was the basis fot this consensus. Th.sc
groups werz the sections of the petty bourgesois or the
middle class which were influenc=d by the Russian Revolution,
i.e., the 1éft wing of this class; and the Industrial Capi=-
talists. While the left petty bourgsois overated within
the Congress Party as its laft wing, the Capitalists had
th=ir own organisations in_addition to having their supporters

amongst thz right wing of tha Congress.

In the pre-independences period, the Conqgress left wing
dominata2d discussion on thz proposals for planning and the
;role of the public sector; and the capitalists, although
‘reprzsentzd in a direct manner in som: of these discuséions,
vretained their owvn forums of debate. However, in thé post
independence phase, the capitalists lafqely opérated through
thair supporters in tha Congress., In fact, thé rolitical
consensus on the role of planning and the public sector cama

about within the Congrsss Party itself.

_Werwonld.érgue that onne this consensus had beasn achievad.
it became possible to datermine other 3spacts of the role of
the State. Questions of tariff policy, the r=lationshin to
the'British Imperial Economy in the form of the Commorw zal.th
-Relationship, and specifically, the proq:amﬁes for the
encouragement of small scale production could all now jole!
determinzd. Those werz all matters which did not funasnen--
tally affect the economic structure of society and which

could theresfore be accommodated within a general consensus.
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Hosvar,Yit is ona .thing for the possibilitiss for
promotion of small scale units to »o »ossibl: . It is quite
anothar that this str=tum should actually be distinguish=c
from th:> largzs scale private sactor and its swa:cific prebl .ams

bacome th: subjzect of official notic: and action. V3@ bali s

e

<

this hapoenaed in th: Indian cont:xt b2causz of th2 natur: of
th> Gandhian influenc: ovar som: sactions of the right wing
within the Congress. Thais:» szctions became the supportors

£ th: peisant industrial and agricultural producers, and

chimpioned th: cause of village and cottage industrics.

In thz next Chapter we consider the mannar in which
this suprort to village :nd cottag> industri:s bi:cam:
gan=rilis:d to small scile oroduction units, in the cour 2

of th: oxigencics fac:d during th: nationalist movem:unt,

dot ko kv ok
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Aas we have secn in Chavter vV, both the leadershin of
the Congress, and the Capitalists, shared an understanding
of th= imparatives of an interventionist State and somne £orm

of

o

sconomic planning in their visions of Indian development,
Of course, they differed substantially in th%if views ¢
thess matters, but the Doints on which agreemant and =
cons=nsus wera to bz reached was clear to both. HEven th=
most radical of the Congress leaders had become reconcilad
to ths continued existenca of largs: capitalists; and *o :the
tvpa of coordination that an economy at an aévanced stace

of ceantralisation and concentration of capital would recuira.
In this fundamental sense, thersfors, thav had accepted th-=

objzctive reality of the bourgzois or capitalist State.

For Gandhi, and the Sandhians, on the other hand, escorcmic

planning in order to advancse the socio-esconomic structuc: o=f

socliety was not the way torards the desired goal of 'swaioa

~

1. 3ee Hehru's remarks about the constraints within
which the First Five Yoear Plan had baen formu) L
Parliament of India Parlismentary Debates Part 77

-10-1951, Columns 5039-5060. o
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For jandhi, Swaraj would only b2 obtainzd wh::n thar2 b-=-

b2en 3 mass change of chiracter, and the large majoric:- of

p20ple hal acczpted th:a wvaluzs i~vlicit in Svaraj is dnsi-abla

valu:s in practice. The 3andhians 3lso differed in th-.ir
1

unlerstanding of thaz Stat:. It would appear from all of

Gandhi's writings and actions thait his main concarn was

precisely wvith the tvrannvy of th= 3tiate that the logic of

centraliszd control of th: :conomy would ramuire. Ir othoer

vords,

th> starting point of his reasoning pneared teo 2. 3

moral obj:ction to tha Stite, and his viaws on the sudzrioritvw

of thz2 decentralised village =sconomy followzd logichli- “rom

Sandhi's viars havz bean analvsed at length and it as

2 . -
not our pPr.esant purpos: to do so. Hgwevar, his advoc=-.v of

Khadi,

1s 1 inteqgral part of Swaraj, =and his later :ncouraga-

ment to village industri.:s which were seen to0 bz an inc . yral

part of thz primevil vililage community, had 3 great <©:-1

. 3 .. . - .
of influznca. firstly this produced 31 strong ideological

——— > s b A i s S e e o o

1.

Chid=ambara: Kulkarn:, "Thz2 Concept of 3tate in
Zandhian thought”, ~Public Administrator (Maharashtra),
January 1978, pp. 563-22,

S::, for instancz, R. Ulyanovsky, Sociilism and
the I'wly Ind2pondant Mations, (Progress, Moscow:
1974), pD. 222-265.

It is, in fact, preciszly the purposns of this s-ction
te show th: continuicv batween Gindhi's thinkin~s and
contampora~r support to village industri-zas.

An ~ttempt by the Xhadi and Village Industri=zs Commis-
sion, in 1978, to introduce polyster Xnhadi “in tha
context of n-ed to cataer for thz fast varving taistos
and trends in th2 consumar market" mat vith comaido-

r1ol.: opposition whinn 3 bill was introduc2d in ¢h
Lo¥ 3abha. For an account of thz proce:dinys, ce:
Th.: Tim:s of India (New D=21lhi) 10 tay, 1978, p. 11,

Col. 3.
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movement in .favour of such industries, which was to continue
long after independence: and secondly, it required Nehru to

~clarify his avn position on 'village and cottage" industri=s.”

'For tﬁis reiéon, itwis impo;tant to analyse the develisp-
ment of both Géndhiah institutions, and of ngﬂhian ideas in
supoort of '\/*ill“;«.gfx industri s; for thes¢ WRre bqth-plans‘of
the most important non official (both in terms_of non Congress
and non éﬁétéy ideblogy in currsncy.

VIi.?2 bandhian Institutions

— s . — -

Gandhism has proved to bes a difficult philosophy ¢r
‘concapt to define, although.there have be=2n a. large numkcar
of attempts to praesent a consiatent picture of tha world
visw it might encoﬁpass.2 The problem se:ms to ba that
“3andhian phllosopnvxuns a2laboratad while confrontlng issuns

'that arOSe in Gandhi s political lifeo3

- - o o

1. Se2 his leottaer to Krishna Kripalani in Jawaharlal
Nehru Memorial Fund Selacted Works of Jawaharlal
Nehru, Volum: 10, (Orisnt Longman, New Delhi:1877).
Po. 539-543. :

2. See, for instance, Hiren Mukheriji, Gandhi :- A Study
(National Bool: Agsncy, Calcutta:1958) and EMS Namboo-
diripad, The Mahatma and the ism (Poopl=s Puyblishing
House, New Dalhi : 1958).

3. Although every individuil may have a consistency tc

- the extent that it is the same individual facing

~various problems, this consistency is not likely tc

“be . reflected in written works or in the impressions
of other persons. For whilz the consistency of =n
individuil is accountad for by his individualnres, th
factors which hs. igqnores, or tha importance attachoA
to thz. factors ha considers will ba determined by his
ovn appraciation of the situation.

&
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it is, in f~ct, the combinntion of the clzar graso ot
somz 1sPacts of r_oality combined with an und:restimation o
ignoranc: of oth2rs that makas the :valurtion of Gandhi i3S
2 sociil and political lz~der so difficult.l His champicn-
ship of concretz issues of importance to the pa2isintry and
artisns, vithin 1 metaphrssical context, had th: 2ffoct of
Jaining their supoort whil: :nsuring thit th:ir ovn r:3lisa-

tior. of thoir class position remainaed uniltercd.

In this vapar w2 are concarnad with th2 obj-ctive
rasults of Gandhian idecoloyv and polici:s tawards onae
particular scction of the pa:ttv bourg:0is -—--- th.: rural -
artisan. “This is important b:i:caus: Pracisclv on ccounc
of th2 follering 3andhi giin:d amongst th: D2asancry nd
artisans, 3and h:nc: within the Congr:ss, his ideoloyy of
Kh1di aand th: institutions establish:d in supvort o7 thig
id:0cloay gHrined cxtreme prominzane . Althouth this v s =
corrzct ruflzoction of the stra:ngth of this stratum in terms
of numburs, it was an anamolnus situation in 1 country whar:
economic dev:aloment had brought about a1 class structurz
in which th: peasantrv and, in particular, thoe artisans woare
e N 2 .
ralatively poroerless. In othar words while the Conqgress

1. Ulyanovsky, Op. Cit.

2. By this we mean thit th: id:3lojuss of tha pzasantry
would have bz2en in no position to impl:m:nt policies
which th:y might hav. fzlt would b:na2fit this groun»,
2v.n 1% formal Stat: paver, i.2. th: Gov:rnm:nt, had
boon in thoir hands., As 1 declininy class uni:-
advancing caritalism, th:sec ideoloqu:s could nc:

havz had viws othcer than thos: vthish vrere obj.ctivaly
backvard looking.
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ramained aloof from the Stat:, pPeasant issu=s might Przac
.minate, but as soon as it became the ruling party, thoe Stote
structura would =nsur= that big cépitqlist interzazsts predo-

minatedel

Although Géndhi Had nxpressed his philosophy of an
Ind2pznd:nt India in "Hind Swaraj™ it was the prominence
he was abla to win at tﬁe 1917 Congr:ss Sassion in Amritsa
Which s the first resolution and the first step towards
enunciating artisan interests in a3 resolution on Swadeshi
"recommending a revival of the ancient industry of hand

. . - . 2
spinning and hand wzaving."

It is unlikely that much importancs was attached te

this resolution togcther with companions on prohibition of
'export 6f cattle and bullocks and th=. gri=zvancns of third
class and intermzdiate railjpassenqers°3 For this wAas the

sama year as the Jallianwala Bagh firing and the introductica
:of the Montagu~tiorley Reforms., However, aven if the iwmedi=te
' opérationql significance of the rasclution was small, it was.
the first axpression of the Congrzss policy towards handspinnin

1, In this sensz it is true that only répresentatiVﬁs
of the working class can elaborate measuras of baraf -
to tha peasantry. Lenin had written extensively oo
the subject of the workar-peasint alliance. See, for
instanc2, To the Rural Poor, Collected Works, Vol, 5.

In a more general context, this tendency and thus (o
raguirement of 2 revolutionary socialist party o
"smash"” the existing Stat: structure has been discussad
by Lenin in State and Revolution.

2, 3Se=2 the dazscription of the 1919 Congress sassion at
Amritsar in P, Sitaramayya, The History of the Indian
National Congress, Voluma 1 (Padma, Bombay:1935)
pp, 180-181,

3. P. Sitaramayya, Op. Cit., p. 181,
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and woiving wnd therzfor. of its policy tarards "cottaje

and villasy: industry”.

Th: 1912 ro.ssolution a3 in 3 nature of 1 moral axhorta-
tion which w=s proba2ly th. r:ason why it did not then
attract much notic:. How:ver, in th» following vear, Xhadi
policy w35 made an intzvral Dart of th: boycott of forzign
cloth which was its:1lf - oart of the propos:d non coop:ration
movem:nt,

And 1S much a8 non co2op:ration has b:22n concecivaa

AS 3 m@2Aasur of discipline and s:21f sacrific:...

this Congrcss advisas adovriion of *:radeshi in ricc.

j00ds on a vist scal: nd in s much 13 the :xisting

mills of Indix with indigznous capital and control o

not mmuf-ctur: sufficiant yvarn nd suffici:mnt clcr ...,

this Congrzss advisoas irmediat: stimulation of “urth.or
manufactur: on 1 larjy: scil: by means of reviving

handspinning in 2very hous.: and hand w=3ving on tho
part of millions of vewors.. .

Support to handloom v :avars by the provision o7 scu:ices
of hand-spun varn vas in this way link:d to th: boycot: of
for:ign cloth =nd yarn, nd to th: reqg:n2rating asp:cts of

hand svinning for ill sactions of soci:ty.

AlthouJh tha moral content of th:> non cooveration - :sol-
ution had booen criticiszd for sz2king "to divart th2 enz2rgies
of the Congress into dircections of attaining soul forco and
moril 2xcellence...” there was a3 remarkabl:e response to the
rasolution on hand spinnin;.2 Wlithin 3 four month pariod

1. P, Sitaramayya, Op, Cit., ». 203,

-

2. P, Sitaramayy=a, C2. Cit., o. 203.
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almost 20 lakh charkhas had be:n introducad and about 50
12kh naw Congrzss membars ware enro.lled,l With all members
advisad to boycott foreign cloth, 11 vary substantial market

for Khadi and Indin mill products could davelop.

In fact, the acceptance that the Khadi movemant gainad
is.itéeLf_an ipﬁcx'of th: strength of Gandhi's ideas within
thé C?ngrcss,_ In offoect, it froza -the demand for mill cloth
3t the loeve:l prevalling and aimed to mea2t any increase in the
demand through hand spinning and wz2aving. In other words,
it was an attempt to shift the attention of the Congress
away from the capitalist class (?SSentiaily mill ownars)
tarards the guite definitely petty bourgeois spinnzrs and
wzavers. AS 3 matter of fact, Indian ﬁillownars might have
benzfited far more from.the ban on forz2ign cloth, than

spinncrs and weavars did from the Khadi movemant, but this

- - — o o at ary

1. P.5itaramayya, Op, Cit., p. 214,

2. This was, howvever, only potential demand. On
the onz hand, thz 20 lakh charkhas had to bz us=d
to produce the yarn, and on tha other, Congrass
menbers, let alonz the public at larqg=, had to
bz persuadad or if necessary disciplinasd into
the use of Khadi. If the d2mand was cr=atz2d
without supply of yarn increasing, tha result
would be profitezring by Indiin mills which waere
the only other "authoriscd" source of taxtiles.
On thez othar hand, the movement would quickly
collapse if hand spun yarn and hand woven cloth
found no demand, whether in houscholds spinning.
bacause of the Congress requirement, or on a
commercial basis.



did rebPrasont 1 positive achi:voment in turniny the Congr.:€s

into 1 multi class, or it l.2ast 1 multi strata organisation.

Congr :ss memb2rs ©7er: net 2asily nersuad:d to take to
Ithadi, howoaver. Later in 1921, the Congress vorxing Cow ait-el
had to admit tho n:cassity of an organised band of voluntirs

to coll:ct forzign clotn from individual bom2s. On th: more

r c:nt of th: funds coll:cted for the

(v

o

positiv: sid:, 25 ®»
Tilak Sraraj fund ware to b: szt aside "to organis2 the
spPr21d of hand spinniny, th. coll:ction of hind spun y-r»
and the v .avingy and distribution of Khaddar". Provinciz®
Conjyrass Committess which had not s:nt thoeir raguired 25

p2r cant to th: Workiny Committa. ww2or:> punishad by the 7ith-
holding of qrénts.2 Th: battl: continuzd with sandhi’'s
pri:-2mincence within th: Congr:s3 h:17ing to stra:njythen the
hadi novomznt. It was made 3 part of th: constructiva

projraane wvhich was introduced whan mass civil disobadi-nce

1. 522 the Rreport of th: Fact Finding Comaitt o
(Handloom and !%ills) Gov:rnm:nt of Indii, Do
1942, n. 3.

ihi

“It /The Conjr. ss/ repr:s:nts no particular community,

no garticular cliss, no varticular intmrast. It
claims to roprasent all Indiin int:rasts and 31l
class2s.....Abov2 311 the Congrass repr2ssnits, in
its essenca the dumb soemistarvad millions... Byvoarv
intsr:st which, in th» opinion of th: Congress +is
worthy of protaction, has to subsarv: this int:r_st,
and if tho2re is 12 genuinze r23l clasa I hawve nc hesi-
tation is saving on bzhalf of th: Conqgrass th=3t ch:
Congress will sacrificz 2v:rv inter:st for thc = 3k
of the interest of thes: dumb masses. It is, 2>:comin
so prograssivzslye.. Th: 211 India spinncrs As»oc ati
is finding work for n:arlv 50,000 womzn in 2007
villay:s..."” Gandhi bafore the Faderil Structur.
Committe: during the Sacond Round Tibl:: Confer.nce,
quoted in Sitaramayva, Op. Cit., »p. 20-21.

2. Sit~ramayya, Op. Cit., p. 216,

J
o

T3
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was replaced by 23 programme of individual civil disobedisnce
in 1922,1 and latar that year Jamnalil Bajaj was put in
charge of th: department concarned with Khadi, and given a

budget OFf Rs.5 lqkhs,2

Although this form of concassion to Khadi was admittad,
Ganahi's attempts to make khadi the centrepiece of Congrass
activities and philosophy did not succe=d. Initiilly, as
?qrﬁ of th: compromise renched betwaen Gandhi, and leaders
of the Swaraj Party, the 4 anna Congress wm2mbarship fee was
replacad by the requiremant df 2000 yards of hand spun yirn
avery moﬁth°3 Hovevar, the implewmantation of this measur:2
was seversly opposed, and Gandhi agreed ‘in 1925 to its
bacoming. an alternative to the membzrship fee°4 The work of
development of kXhadi was handed over|to the All Ihdia Spinnesr's

' s . .
Associztion which was to form an integral part of the Congress°5

By this measure another signific¢ant change in the charac-
tor of the Congress had taken placa2.| Gandhi appears to have

caded ground to profassionals in the|Swaraj Party such as
R,D

O

e

as and Motilal Nehru.6 In othe;xvords, while Gandhi

e e S50 s i o

Sitaramayya, 0p. Cit;, P. 23?.

°

Sitaramayya, Op. Cit., p. 242.
Sitaramayya, Op. Cit., p. 27&.
Sitaramayya, Op. Cit., ©pp. 284-285.
Sitaramayva, Op. Cit., PP. 2%8—289.

BW N
o Q

[S) IRV ]

S32a Sitaramaiyya, Op., Cit., p. 276, where ths author
who as Gandhi's choice for Congress Presidentship

in 1939, must be considared closa to Sandhi personally,
says that Gandhi "surrendesred" to Motilal Nshru and

C R Das just bzforz th2 Balgaum session of the
‘Congress in 1924,

’.



214

ramain:d vithin the Connra2ss and assur~d it of continu-d
p2asant suprort, both through his prasance and through th.
constructive programme, th: formal leadership of th: Congr:ss
w13 no’ in the hands of the urban middie class intelli -~entrina,
15 0opooszd to raeprascntative:s of the peasantry, vhich woula
probinly hav: occurred if Gandhi had had his way vith th:
spinning f:inchise.l Cl:arly, the battle la3y ovor the Iszu:

of vvh:th:r Conjyr .ssmen should if:ntifv thems:1v:s with

]

artis -ns by undzrtaking s;dinning - in other vvords thit Carough
measur 25  such 18 th2se they should maik: thems2lves int:llec-
tuils of thz peasantry —-- or whather thav should voic: ._mands,
in the impl:mentation of which only som: of thae D2isn%r -

would ken:fit, through the devielopment of capitalist rol tions

of production and tho differa:ntiation of tho pzzsant:y,é

1. It is quit: trus that from 1835, th» Zongress h-d
3 large share of its leadership £from the urban
intelligentsii., 3ut At that time it had not baecn
2 mass party. HNary the situation was that Sandhi's
przscnee 2nsured the mass char~cter of the Congr ss,
vvhil: tho polici:s follos :d war> onlv in 1 == 3.1
form the noliciazs which G=ndhi ~vurwv & of. S: i
ran~yy: comments: (Qp, Cit., p. 285)

The fact is that 3warajists /Das and Nihru/
on the one hinid dencuncaed tha prinecipl :s of
5andhi and on th: othar demwmnded his leadarship.

2. Framsci was of the viaw that "...it i3 to be notad
that the mass of the veasantry, althouyh it paricems
an 2ss2ntiil function in the wvorld of production,
do:s not cliborate its awn 'organic' intell:ctuals
eaa? Gandhi's purmos: with the constructive progrmme
ind his later disappointment 3t his fiilure to Dring
about 1 changs of h::art within th» Conjyrass wou:Ld
se2em to be an attompt to make the int:1liqgantsi-
identify with the aspirations of the p:asantry -s
pa3sants, while rotaining thair rol= as int=llzactzuls.
sramsci's comments are in Quinton Hoare and eoffray
Now :11 Smith Sl=ctions from the Prison Notebooks of
Antonio Sramsci (International Publisha:rs, Nwm York:
1271), p. 6.
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Int: nsification of the boycott of forzign cloth which
1ccompanied tha civil disobedienc: movement it once shaved
‘up the inability of ¥khadi to ﬁeet the demand for textilesol
Handloom cloth wovan from yarn produced by "“approved" Indian
mills was considered the "next best commodity for. patriotic
citiz::ns“‘.2 Although hand weawing had formed an intoeqgral
part of tho khadi mOVemenf, the support given to handloom,
i.c. cloth woven oy haﬂd from mill spun yirn was a further
axtansion to the suppott qiveh to wro major “cottage” iﬁdus-
tri:s. oSupport to the handloom industry was significant
not only in that weavers w=are often of substantial social
stqnding,3 but also in that the handloom industry was in.
:existence as a viable industry and could provid2 a link tof

the mod2rn mill industry through th: intermediate stagz of

poserlooms. - By contrast, the hand spinning industry was

1. Gandhi was authorised by the AICC to start Civil
disobadizne: at its Lucknow Segasion in Szptember
1929, Tt was inaugurated by his mirch to thes scza
from Ssbarmati Ashram in March 1930, to braak the
Salt 1% which ratained the monopoly of salt
production with the Government.

See Sitaramayya, Op. Cit., ». 383.

2. Sitaramayya, Op. Cit., p. 406

3. S22 R.A, Frasca, '"Weavers in Pre lModern South India",
SZconomic and Political Waeskly, X (1975), 30, pp.
- 1119-1122 for an account of thz2 social importance of
weavers in Tamil Nadu during tha 1930s,

4. In fact the continued axistence of the handloom
industry in strength throughout th:2 late nineteenth
czntury and the first decade of the twoantieth con-
tury may well bz due to the diract conflict of
interests betwecn big British and big Indian interests
in the textile industry; .small Indian capitalists
gained support in the interstices of this struggle.

contd. ..
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d22d anl it was not lik>ly that it weuld 2var be viabl e :o

produc: yirn Zor the market in this vay, though its Doiitizal

importnce was imm:ns. b.crus: Qf its 1ssociition ity

Of cours:>, aft:r thz swideshi movem:nt giinzd
ground, th: haniloom industrv 1lso jain2d naticn-1ii
suprort, but th:* continu:d cexistenc: of this irdust
is in striking ~ontrist to th: d2cline of th. 1an -
s»inning industry in the nin:t22nth canturvy.

S
Y,

7

Th> roason for this scams to be larg:ly with e

way in vhich the larg: scal: cotton taxtil: industry
d>v>lopad in India. Altho'gh th: first mill b-d beo
2stablish:d in 1851, and by 17300 thoer: woare 19° mills
with n:arly fiv. million spinal:s €for spinnin~ warn,
there ware only 40124 looms. Th: coneantratios of
Indian mills on spinning rather thain weaving L Tt a
way op:n for handloom w :av:rs tn 3djust to mil’ (ST
1s opposzd te lceally handspun yirn. In £act - rtil
the First World ‘Tar, Indian mill spun vairn was cithor
2xport:>d to China, or vvas sup?nli:d to th:2 haind? »om
industry for its usa. Th2 slaow grovth of th: 711
w23viny industrr 1ppears to be on account of tal

3% counter-vailinyg oxcise duty vhich was Zevied

in thz industry £ balanc: n cquival :nt i-22ort duty
on for:iym cletli from 1396 onards. As thor2 v as no
import duty on yarn, handlooms hid the option of
suppli :s of botl: Indian nd for:iyn yarn.

W

[

£ was not until th: Pirst Viorld Y1r, whan suvpolies
of foroign cloth v :re r:duced, and the import Auty
rilsed te 7554 thrt haindlooms and mills cwe inteo
competition on the Indian cloth mark:t. Probia~ly
duz to prassur:> from the Indian mill industry ~nd
Japn:se comn-tition, tariff vrotection was succes-
siv2ly increaszad to 11 per co:mnt in 1921 and 15 poer
cent in 193C, In 1926 th: excis» duty on Irdi=n
cloth vas ruomov:d. As far as the haindloom industry
was conc:rnead, incr:1siny compaetition from mill cloth
7as 3aygravat 3 by the inposition of import dubts on
fornign varn from 17922, This moant that d:cr . wsing
supblizxs of mill s»un varn from Indin mills =«as
combin:d vvith incr:asing costs of foreign varn.

By the mid thirti-»s the handloom industrvy wais in
Jrzeat distr :s3 and the public no>tice that was takoen
nf this 1lzd tn the formation of the Fqaect Dindira
Committ o on iHandlorms and Mills in 1940, vshicn was
cxpacted to provid: data on which rational d:xcisions
about the futur. devslopment of the toxtil.: inlustry
could bz bis.d.
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rural craft industr:y.1

v

In addition to the boycott of foreign cloth-from all
sources, civil disobediencas led to a ban on specifically
British goods of all kinds.2 This was not merely an index
of increasiniyly bitter anti British feelings. It was rather
thé teéliéation tﬁat excepPt in the case of‘textiles, Indian
Induétry was unable to meet the demand produced by a ban on
imports of*goods'from all foreign countries. In the circums-
tances, thé choics of a3 selective ban fell on British goods,
bothJOn_account of thair preponderence and, of course. for
political reasons directly connected with civil disobedienceo3
AS a long term measure it was logical for Gandhians to apply
the same principle of khadi as a substituté for mill cléth,
both forzign and Indian, to other products. After the suspen-
sion of c¢ivil disobedience( this principléjvas Stataed for the=
fitst time by ths Working Committee, in the coﬁrse of c.ari-
fving the Congrzass stand on Swadeshis

——— . —— A G > S P A e A e e e

1. AttempPts to improve the technology of the
charkha and thus the productivity and wages
of workers through the ambar charkha programma
failed to put hand spinning onto a viable basis,
Sze the Report of the Khadi and Village Industries
Committee (Government of India, Ministry of Commerce,
New Deslhi, 1968), pp., 21-25, For the efforts under-
taken by Gandhi to reintroduce the moribund svinning
- whesel see his An Autobiography (Phoenix, London: 1949)
"pp. 407-412, o

2. Sitaramayya, Op. Cit., p. 398.

3. Sitaramayvya, Op. Cit., p. 363.
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Tha Working Committe: is of opinion that the

activities of Congress corganisations relating

to Swadeshi shall be r=2stricted to useful arti-

cles manufactured in India throujh cottajye and

oth:2r small industrizs wvhich ar~ in need of

pobul ar 2ducation for thesir support, and which

i1l acce2ot th: quidance of Conjress organisations

in rzgulating prices and in th= matter of ?he wages

and welfare of liabour under their control,

The statemant is important not only for extending
Congress supprort Zrom hand soinning 3nd weavinjy to othzr
products, but 3lso for including industries where wages
labour 7as employed -- in othar words to early capitalist
forms of industry. This would appear to be tha result »t
earlisr support given to th2 handloom industry, even wih:>.
handloom cloth was woven from mill spun yvarn. Handlcoms
were operated not only by iniividuals with the help of
family labour, but also by "master vreavers" who employzd

wajye labour and either already wer=, or were on th2 way

towards becoming fullv small capitalists.2

tThether industrial units using wage labour werae pronared
to accept Congrass guldance or not, thay were not th2: sc:st of
units to meet with Gandhi's 3prrovail, This definition, the
first to mike use of Gandhiin inspired sympathics for a quite
different sort of industrial unit 3and sociil stratum, is
probably an example of the vrayv in which Bandhi begin increas-
ingly to f:21 that tha Conjyress vas paying solely 1io service

1. Sitarwmayya, Op. Cit., p. 576.

2. Sea th=z= Report of the Fact Finding Committee

(Handlooms ind Mills) p. 71, 72, 76, 18 for

sociil ra2lationships within the Handloom
industrv.
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to his id8318,1 Hiswﬂithdrmmai from formal positions of
quthority in thé Congress was followed by the amergence of
the All India Spinners Aséociqtion in_1925°"His resiqpation
from even the primary membership of the Congress was foll&ﬂed
‘by thz institution of the All India Village Industriss Asso-

ciation in 193402

T‘\

he importance of both these institutions was nbéu
limited to thzs effzct they had on developing 3 mass character
within the Congress. They werz to play an equally important
part in bringing to the notice of orthodox economists and
planners, that a sactor axisted which not only raquired
planned help, but could in principle become an arm of tho
strategy of development. It is unlikely,'fdr instaice, :aat
the National Planning Committee would have had a spzsci=~l
subcommittee on Rural and Cottage Industries had it not bsen
for the nearly 20 year advocacv, firstly of handspinning and
later of other hand industry by the A.I.S.A, and A, I.V.I.A.
From that point orwards it was recognisad with varying dergrees
of sincerity, that the small commodity and early gapitaliSt
forms of industry would have nét only to bz protectad through
Statz action, but their contribution to =mployment and output
in the economy incrsased on an absélute if not ralative basis,

e o o —— — -

1. 522 his statement mads from Wardha in September.

1939 reproduced in Sitaramayya, Op, Cit., pp. 579-586,

2. Sitaramayya, Op. Cit., p..588.
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VI.3 Government Initiatives

Gandhi's concern had been teo integrate the peasantry
with th: l ationalist Movement by both emrchasing hand spinning
35 a spare tim: occupation, and by invnlving th: urbain cducated
mmb2rs of the Congrrss in spinnin.g as 21 mz2ans of leading them
to identify thms2lves with the paasant way of life.1 In
addition, during both the non coop:ration movima:nt and ci-ril
disobedizanc:, calls had boon madz to all middl: class sections,
students 3nd profoessionals in particular, to abandon ch2ir

work and join the nationalist movemant.,

tudaents wvars 3 particulirly crucial s2gm:nt whose
support was sought both by thz Rationalist movim:nt and Y+
the Govarnment, for they formzad the pool from which r:or.s:an-
tativas of the intcellige:ntsia would emzrga, and in 31 @O:- .
g:nnral way, th2 representatives of th: entirz urban or semi-
urban middlce cliss. ComPared to the appz2als to the idezlism
an:3 tha soirit of camaradzaric which werz the m2in stren~ths
of the Nationalist movament, the Government was abls to
provide thz: lur: of jobs, though on a vzry limitaed scalo.
Thus th2 3ppeal in this casec was directed toerards individuslism
and thn developmoent of support for the Government based on an
arareness of th: privilege: that had been given to the individusl,
The diametricilly oppos:d natur: of thes: appeals was in itsz2lf
a raflection of the potentially antagonistic naturz of the
rival forces. In actual fact, hawev:r, althnagh poor veasant

——— o —— > ———

1. Sitaramavyya, Qp, Cit., pp. 579-586.
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and working claSS'issues:were frequently tha subjact of
Congress \discussions and resolutions, these issu=s were
*naver formulated in such a way as to lead to clear cut
dzcisions which ware anti“capitaiist, or'whoieheartedly
anti-feudal in nature. Thus the mass character of the
.Congress was navzr clearly fbcﬁssed in a socialistic dirzction,
and the nationalist movemant rémained.with;n the bounds of

the capitalist framerork,

VCoﬁcern over the affects of urban aducated unamployment
érose as éarly as 1924 in Bengal,l This province had bean in
‘the forefront of the Swadeshi movemant in the 2arly yz2ars of
the century, and fears of the a2ffects of continu=4 urban
“unemployment must have been particularly strong with moemosios
of ths "degenaration" of thaf mQVement into tarrorism still

strongo2 Tha Committes appointed by th2 Bengal Legislature

1. Sze, the Report of the Government of Bengal
Unemployment Bnguirvy Committes (Calcutta:1924).

2. For an account of the Swadeshi Movem:nt in Bengal
s2> Sumit Sarkar"s book by that name (Peoples Publi-
shing Housa, Nwow D21hi:1973). Some of tha remarks
Sarkar makes in tracing the degeneration of this
movamant from 1905 €0 1208 are of importance in
understanding Gandhi's later success:

They /accounts of th2 Swadashi movamant? leave
unanswared and even unasked the crucial guestion
" as to why 1905 was succeeded by 1908, why tech-
nicques of open mass struggle (mecstings and demons-
' trations, boycott of foreign goods and schools,
'passive resistance' anticipating much of Gandhism,
labour unions and strikes) had to give place so
N quickly to methods of individual terror.

.. .But Swaraj was never translated into concrete
bread and butter  terms for the masses, or inte-
grated with any real pesasant programme; nor could
the Swadeshi leaders despite sincere offorts
develop like Gandhi an idiom, or style of poli-
tical activity which could effactively bridge

the =lite mass gap. p. 3.

&



pointad out that:

... 2 consider that the solution of the nroblem
of unsmployment depends to a large degree on the
economic d=v=lopment of the country bringyiny with

it better arrangements for sanitation anil mare
modern metho's of cultivation all of vhich will
incr=2ases th= demand €or trained men caPable of
makiny and rePairing simple machin=ry., <t is
obvious that the devalopment of rural industriss

the application of modern labour savinjy rachinery---
throughout 3engal would absorb a large number of
men of the Bhadralok class equipped with awill

to apply themselves to this obj=ct.

Thr2e vyears later the urgent political r=quirem=nts of
measures taken to increase =mplovmant opportunities weres
sharply defined:

The existence of an increasing class of the communisy
superijior in education and intelligence to the masses,
but without occupation and discontented, unemplov:id
and as a rasult of idleness quickly to becomzs unsm.-
ployable, constitutes for the state an 2conomic locs
and political dangasr. Public opinion rightly attaches
much importancezto the quastion and demands action by
th»> Government.

Inspite of the strong languaje used in the revort, it

was clear that not much had been done by the mid 1930s.

..ei2 are not prapared to admit that the problem

of unemployment among the zducated class=2s has boean
as seriously desalt with as it should have bezn,
haviny rzgard not merely to economic consid=rations
but also to the political reactions of unzmoloyment
upon the gsneral situation in the country.3

1. Sovarmment of Bengal Unemployment Enquiry Committeze,
po 19.

2. Paragraph 15 of the United Provinces Committ=e on
Educated Unemployed (1927) quoted in Report of the
Unemployment Committee, United ’rovinces, 1335,
(All3habad : 1936), p. 19,

3. Report of th= Unemployment Committee, United
Provinces, 1935, p. 18.
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The problem was that industrial dev=lopment requirad
not only fhe application of fiscal protaction, but subs-
tantial ih&estment by the State, and a common argument by
thas Government was the constraint of lack of resoﬁrces°
Altﬁoﬁqh it was implicitly recognisad by the same official
commiftees that ths lack of resources was due to the impzrial
drain out of:the country, clearly there werz powerful forcss
opsrating in favour of the existing situation, and for th=s=
forcss, the political consequences of ~ducated unsmployment
wers not a sufficient rzason for changing the metropolitan-

colony relationship,2

The balance of forceces févourinq noc substantial chane
in industrial policy was reflected in the official priority
given to the work of the Departmeqf of Industries.,3 A Central
De?artment had been established in 1905, and had baen followed
‘by Provinecial D=z2partments in tha United ProVinces and Madraé°
Following the report of the'Indian Industrial Commission,
further oréanisations were institutesd in other Provinces,
and the naw constitutional arrangement following the 1919

1. The following paragraphs have drawn heavily from

A, K. Bagchi, Private Investment in India, 1900-1939
(University Press, Cgmbridge = 1972).

2. '"Whenever the existing laws are such that an increass=
in the wealth produced in the country does not vield
a corresponding increase in public revenues then we
are emphatically of opinion that such laws should b=
amended immediately”. Rebort of the CGovernment of
Bengal Enguiry Committes, Dp. 22.

" 3. Baychi, Op. Cit., pp. 53-58.
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r=forms made Industry a Provincial subj2ct, which should
logicilly have brought greater purpos= to the workingy of
the Departments. Howevzr, althousgh tha tachnical staf”,
at least, recruitzed by the Dapartments 3ppear=d to be mzn
of sincerity and driva, vorv little b@:vond the develodment

of modal schames and industriil survevs app:ars to havae

amz2rg:d from th: 20 vears of vvork from 17219 to the outbr:aaXk

of the Second World War in 1939.1 The infrastructure €or

the Pepartments was created during this period but a compliex

of forc:s 2xternil to the Departments z2nsursd that thesy could

do little to initiate significant ind.ustrialisation.2

Thz Sacond ‘Yorld ""ar broujht about a chang? in the

official attitudes towards =2ncouraging the aqravth of industry,

both largs scile and small scale.Bﬁfiﬂﬁn 1 y2ar of the cic-

break of th: vvar, in October 1940, a confarance of rapras:n-

> —— o — ot e Wt e et

1. Ibid. It is important, in terms of our arjum:nt in
lataer chapters to note that according to tha Faczt
Finding Committee (Handlooms and Mills), tha hcld
of capital, whethar merchant or industrial, apprared
to have consolidated itszlf substantially in the
Handloom industry in the p:riod following the ruport
of th: Indian Industrial Commission in 1913.

2. 12 y=2ars after the Bengal Commnittee had raportod,
the U.P. Committez was sent deta3ils o€ 4 demons--
tration parties dealing with (a) juts wz2aving and
wool weaving (b) umbrella making (c) brass and h»:11
mz2tal manufacture (d) cutlery manufacturs (e) pcttary
manufacture (f) boot and shoe making (g) soap mznu-
facturz. Upto 1935 anout 800 persons had be:n trainzd,
of whom a3t least 150 had startemd small industrial units
cmploying 3 or 4 persons.

Se: Report of the Uncmployment Committz2, Unitrd
Provinces, pp. 13-14.

3. S22 D K Malhotra, R:vim of Indian Fiscal Policy
(Published by tha Author: Lahor: : 1943), pp. 63--64.
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tatives of the countries of thz British Empirs "Bast ol Suez"
‘was -hald in Delhi to coordinaté’the proéuroment and supply

of war. raquired goods. The Eastern Group Subply Cbuncil

which devi:loped from thesaz discussions'was requir=d to placs

- ordars on countri:xs within the group accordipg to availability
of the it=m and strﬂtegic considarations. Ifxvas’made clear

by members of thz Council that there would be no discrimination

; . . L1
- against goods mad: in India.

InvAuqusé 1942 a conferznca of Statz and Provincial
representatiyes of the Departmants of Industry was hald in
order spacifically to consider measures for the developmont
of small sc=le industries,2 A list of items which could_be
produced by such units was drawn up and 25bper cenélof orders
wer= reservad for supplies from these sourcas. Spzcific
agencies wers set up in the Provinces and States to organise
small industries for this purpose. By thes clééinq stagas of

the war, small capitalists weras a racognis=d and idz -1 l.blso
' 3

group for whom aid agencies had bz=en developed.

2. D K Malhotra, Review of Indian Fiscal Poliev,
(Published by the Author; Lahores 1943) pp. 71-72,

3,.Ibid., Sce also the First and Second Reports on
Reconstruction Planning {(Government of India,
Reconstruction Committee of Council, Delhi:1944).

L4
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Table VI.1

—— — —— . —
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Year Humber of Enterprises Mumbar of Viorkers {'0CU}
A1l Small 4 A1l Small %4
snt:a:r- Entor- “nter- “nter-
priscs pris-zs prises prisas
1)17(b) 4827 538 11.1 1238.4 12.9 1.0
1929 7729 1354  17.5 1647.C 34.2 2.1
1239 8973 1573 17.6 2086.9 50.8 2.4
1047¢¢) 11961 2990  25.0 2690.6 83,4 3.1
Notes:

a) Small =2nterprisss ars thos2 that emplovy beiw 22n 20
and 30 vorkers on an avarage.

Officiil data provides merely a listing of all registered
enterprisz2s with their av.rage daily emplovment. A sum-—
mary taovla provid:s figures for the total numbzr of _nter-
prisas and of workcrs., To obtair th: size distribution

of cnterprises, it is nicessary to identify trhosz units
coming within 1 ©Darticular size range from the consolidatad
list of 311 r=gistared entzrprisas. For thz number of
2nternrisas cmploying batween 20 and 30 workers, wva hava
therefor: dependz2d on Shirokov's work 3s 3 sourc..

Thz number of workers denotzas the sum of th2 av:rag?
daily =mPloyment in each :nterpris= which provides
2mploymaent data. Data for th2 years 1917, 1929 and
1339 is collect:d on the basis of reagistrations und:r
the Indian Factories Act of 17211. In 1929 and 1939,
this Act s modifiad by et IT of 1922 was applicabla.
The 1947 figures arz basaed on th» Indian Factorizs ot
of 1934. Th:2 chiniJye2s in thoe Act arz not liknly to bav~
any discernablce 2ff:ct 3s thn major criterion by which
enternris:s bacune subjzct to the A~t (use of oscrer and
amploym:nt of 20 nr mor: workars on any workingy day)
was common throujhout this period.
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Whilza the Act covers enterprises employing 20 or mora
workers on any working day, ths= publish=2d figurss
provida average daily employmant. From 1929 orwards,
znterprises employing less than 20 worksrs on the
avarage woere excluded from the published figures. The
figurss for 1217 are, ther=sfore, not strictly comparable
with later data. :

All fiqures include data from the princely Indian ‘
Statss. dep:nding "on the information that is availablaz.”

b) The 1917 data includes “establishments of sufficiznt
industrial importance. excludz2d from tha Act to the
extent that information is availablz." They sxclude

snterprises suitot to the Indian Minns Act, =l=actri--
city generating and transforming stations, indigo
factories, and factoriss situated on and =xclusively
uszd for tea and coffez plantations. The fiqures

for cotton gins refers in the published 1717 data to
the 1918-13 p2riod.

Similar details are not available for later years in
the official publications.

The 1917 figurzs include cnterprises within Burma.
As 2 point of rafasrence, in 1929 there were in all,
819 cnterprises in Burma out of a total of 8548 (9,6%),
and 95848 workers out of a. total of 1742860 (5.5%) .

c) Tha 1947 data refer to the post partition situation,
The Table therasfores, would be likely to underastimatez
the growth during the 1932-1247 period; and the figur
for the relative proportions by numbers of small ;n;er—
prises, and of workers in these anterprisss, may also
be affacted.

Source:

Government of India, Department of Statistics, Larg

Industrial Bstablishments in India (Calcutta, 1920,

2 M)

Government of India, Daparitment of Commareizal Inte”
gence and Statistics, Large Industrial BEstablishman ts
~in India 1929 (Calcutta, 1932). i

-
LS

Govzrnment of India, Ministry of Labour, Labour Bur=au
Large Industrial Establishments in India 1947 (D=1hi,

1952) .

3K, DherkOV Industrialisation of India (Proqr>ss,
Moscow 1973) P. 19, :
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Table VI,2

—— M - W S NS W i WS A D W e e e D e o

Total lanufac- Income from
sear G ToMS  STALSENS  proprion

(r-. million)
1900-~1201 1549 1251 80.7
1310-1911 2135 1565 73.3
1720-1721 2066 1337 64,7
1930-1931 3212 2233 63.5
1340-1941 3742 1763 52.5
1946-1247 4115 1342 47,2

Source: 5. Sivasubramonizn : "Incomz from the

Secondary Sictor in India, 1900-1947"
Indian 3conomic 3nd Social History
Roviaw (XIV, 4), 1977.

— et . -

NMot2s: (3) Small scal= sector in Tible VI,2
refers to units which warza a»xempt
from the Factorizs Act, i.e. employzd
less than 20 workars with power, cr
d4id not use porer. Unlika thz largjaer
mits mplovingy 20 to 30 workers which
zonstitut2d th: small units in Table
V1,1, thes: appesar to have lost ground.
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The compromise betwaen the urgent military needs for
increased industr%al diversification, and official hesigancy
insencou:aqing'industrial growth in basic industries, s=acms
to have led, in fact, to official support measur=s for
tachnologically simple Smallvsqale‘industriesal . The

- P it o

.+, 1o Although Malhotra Op. cit. probably basing himself
on official rela=ases is optimistic about the wartime
potential for Industrial growth, 2 survey, bv Kate
Mitchell, “India’s Economic Potential™ in Pacific
Affairs (xV) (1942) 1, shows the extent of the
untappad resources availlable in India for such
grovth., Similarly Andrew J Gprajdanzev in "India's
Wartime Economic Difficulties” in Pacific Affairs
(XVI) (1943), 2, is sceptical of the terms on which
wartime =conomic advance took place. Wadia and
Merchant in Our Economic Problem (Vora, Bombay:1957)
point out that tha claim of the Secretary of State
for India in a broadcast in 1940 about India soon
being self sufficisnt in military suppli=s to the
axtent of 90 per cent of her’ raquiremants reférred
to "clothing, small ammunition, foodstuffs, tents
ind blankets” (p.430).

The most obvious exampls of official (Governmant of
India) concern about developing small scale industry
.18 opposed to larg2 scale industry liss in the for-
mation of the Fact Finding Committee on Handlooms
and Mills, in 1941. The preamble to the Resolution
constituting ths Committee wmentions the need to
raconcile the conflicting interests of the handloom
and mill industries which-had "besn raised morze than
oncz at the Industries Conferencae". The f£inal term
of refarz=nce of the Committee is significant.

In particular, to investigate hov f£ar an
enactment prohibiting tha mills from using
yvarns of lov counts would help the handloom
industry in maintaining its production.

It would seem stranges that precisely under wartime
conditions, with greatly increaszd demand for all
types of cotton pisce goods, the Govarnment of India
should become conscious of the ns:d to protect hand-
looms against mills competition, It would seem a
reasonable supposition, th=at with the =xperienca of
the rapid accumulation and grosth in strengh of
Indian industrial capitalism during the first world
war, the Government was concerned about the growth
of thz2 Indian mill industrvy through the destruction
of handloom production. “The two wars helpad tho
mill industry in India to =xpaind to its presznt size".
Raeport of the Toxtile Enguiry Committze, pP. 6.
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1ccoﬁp1nyiny tibles provide some evidenc: of grorth, ani

it is sigynificant that from this p2rind "small scale industrizs’
operatzd on 3 capitilist basis, Y.com: 1 clear categorv of
industri:s, and their ovynors 2 sociil jroup whos: intar 2sts

. . 1
r *gquir2d protaction.

It is siqni€icant thait 5andhian support tmn small coamc iity
produc:rs on tue on: hand, 3nd 1.3jislative support to swmall

caPitalists on th: other, war: both motivat:d bv the hiaoh leovel

-

of unynployment though th: natur: of the unemdloyment v =3
cguilitativ:lv diffarent, of course. This was in essenco,

1 r2flaction of th: stag: of world historical evolution n
which Irdia's cconomic developm:nt was tiking place. Th:e
working class movament in particular, ind idz2as ibout th:
welfare state in genaril, were sufficientlv pavar®ul to :nsurz
thiat the kind of d:stitution which accompaniad industri-~"isation

in sritain was not allow 23 to form 1 part »f official, statad,

1. The Fiscal Commission »ointad out in 195C that:

In mnst of thesz /small scale”? industries,
th> proprictors, 3r: middle class peopla

who have had ad=zguite priactical training

in the conduct of their business, and ar:
familiar with the tachnical proc sses of

the industrices. As a source of =mploymant

to the middl.. class p:ople thz sociil impor-
tincz of these industri:s is out of all
prcoortion to thair relative str-ngth in tho
industrial scector, a3nd vve fe:l that tha 3Stata
should take spacial interest in their promoticon
and devzelopmant.

R.vort of the Fiscal Commission 1919-50,
Volume 1, (3overnment »f India, N-a; Delhi:
1950) p. 112.
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-policy,l It was then nQCQSSary to inciude spacific employ-

mant generation programmes in the goaneral schame .of develep-
ment, and given the existihg inabilit? of agriculturs or the
tertiary ssctors to genarate very many jobs, recmprsé had to

b= made to forms of industry other than largs factories.

—— o . — i o A

g

1, B R Nayar in his article on "Basic Attitudes tarvards Y

Economic Planning in India™ Asian Survey, XI (17271),
9, points out that the attitude of FICCI tawards
cottage 1nd Small Scale industri=s was the followings:

...tha FICCI strongly opposed the role allotted to
Small Scale and cottagz industries /in the Second
Five Year Plan7 by the Govarnment in the- production
of consumer goods. It refusad to be parsuaded by

any santiment on behalf of villags industries and
brought in history s witness for the inevitablea
2limination of village industries, If the 2limination
of village industri=s result-.d in unemplovment, che
FICCI fzlt that such technological unemployment “is
only a short tsrm phenomenon®,

On the cther hand Shanmukhan Chetty, the first
Finance Minister aftar indspendencz and who had
bzen introducaed to businsss leaders by Sardar Poeel
as "one of thesir ovn" point=d out in a statens=uc
to the Indian Merchants Chamber in 1947:

I will not be a party to any policy of taxation
that will discourage private enterprise. Having
stated in categorical terms my ovn faith in this
matter, I would appeal to th: so-called capitalists
that whil? our policy 7ill be so shapad as to

giva full scops for privat: anterprise and private
investmant, thay must reconcile themsalves to 3
ragime of State control. The world has long
passad that stage of frase compatitive econcry
“in‘which thoe investor had an unrestrict=d and

open fizld to do what h= liked., The =conomy of
the modern world is 3 controllesd sconomy. You
must therefore reconcile vyours=2lf to this fact
that in the nsw a2conomic set up of the world you
cannot =28cape statse control. '

Sees the article "IndepenaenCe rings the changes®
in FICCI, Goldan Jubilee Special Supblemsent in
the Times of India, Now Delhi, 23-4-1377,
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In this Chainter, we have e2xamined the way in whict on
important aspect of Gandhian idenlogv, of support tc the
villag:? craftsmon, was transfarred via the constructive
programm:, t5 th> devalopment str-t-.gv £avourzdi by the
Congr :ss. Of course, in the =rocess, the concept of the
type of producer who deszrv:d support chnjy:d, from chat of
tralitional village craftsrmen to 3 mor: amnrphous villajys nd
small scalz industry. How.ovzar, if refsrancz could now »:
made to urban small scale units, nd 2v:n to that subclass
of small units which used wage labour, it appear:d from the
contoxt in which discussion took placz that thrae fac:te of
such units w2r > presumed in discussion.  Firstly, that though
wage labnrr was vsad, it was used s 2 supolament o £arily
libour mind th= units wer.e therzfor» houscheld units in the
s2nse of th: Indian Census A:finition which w. havae made usa
of in Chapter I, and discuss 2gain in Chapter VIII. Szac~ndly,
that th: small units made use of simple technology to mnakz
products of 2varyday us:, cvzin if these products wer: not
th2 traditional ones madz by the indigenous villag» prodoc:r.
And thirdly, following from the point of the simplz tecimology
in us: in such units, it was presumed that each smill unit
v 31s operatazd by 3 "small person" with limited means. This
Presumption 3ppeared valid for thers 2id not appear to b2 any
r2ason tn supposc that large scale industrialists would be
interestad in investing in units with low levals of tecnnolagy,

whan morz profitable areas wara open to them.
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The point then 1s that while the mors orthodox of the
Gandhians might have disagreed with the interpreatation given
by the Congress, at least after the'National_Planning Committee's
daiibarations, to small and village industry, it retained the
épirit of Sandhian cbncern for th:: lass nawWwerful and pnorer
saétioﬁs.of society. Wg would, in fact, argue that the- dilution
of‘the original focus of 5Sandhian concern, was necassary if it
W Aas tb fit in with the 2ssentially capitalist welfarz state
approéch of tha National Planning Committaee documeants taken as
awholz. It is in the Chapter that follows, in which we
examine the contz=nt of Small Industries Policy in the post
indapendence period that we £ind that the spirit of Gandhism
is forgottgn, largely dus to the compulsions.of a capitalist

dev:lopmant strategy.

e have also, in this Chapfer,'described tha gro&éh éf
official institutions in the sphore bf'iudu§LLlaL dQVJ;épment,
. and tha grovth of consciousness apout small industry within
the official administrative machinery.‘ The ihpetﬁs foc;this,
of course, did not come from-Gandhian thinking, but ffdm the
political compulsions stemming from the demands of the 2ducated
unemploya2d. . As we have described in this Chéptar, largar
cconomic and‘politiqql forces did not allow effective work
to ba done in this area; but dertainly’it is true that through
thess influences, the independent Governmant of India was
presentad with a szt of institutions suitable to a'graqter

or laesser extent to its developmental purposes.

KK *FLN



CHAPTER VII

—— g e v e

THE SMALL SCALE INDUSTRIES POLICY AND THE

VII, 1 Introduction

- ——_—_— o — - - ——— —— — = —

In the study of the process of davelopment of official

policy tawards "small scaile industry"”, the case of the cotton
textile industry is particularly wvaluable. 4is we have sezn

in Chapter III, the textile industrv included alomost every
form of capitalist sociil organisation, from the most advanced
largz scale factorv, to the svystem of simple cooperation of
individusl producers under the aegis of the capitalist. In
fact, Chapter IV had showvn thiat it alsc retained asxamples of
smi3ll commodity producers, and even of domestic or natural

production for househol 1l use:; that is to savy, of pre~capitalist

production relations.

This multistructural nature of the textile industrv was
accentuated by the relatively greater economic and social
nrominenc2 of the less advanced, or lower structurzs as
compared to tha case of other industries. For this reason,

311 major political interests, whether in control of State
parer ¢r not, were requir=ad to elaborate their vpeosition on the
role to be played by each distinct structure in the courss of
cipitalist economic developmant. Thus we would argue that the
approach of ths Congjress, both as the leader of the nationali- -

movement, and later 38 controller of the »Dolitical letwrcrs of
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State pover, was to integrate the economic interests of
various capitalist strata ana the petty bourgeois’ engaged

in the textile industry into the proposed plans o6f economic
development: aﬁd Lhat attempts affer indevendence to retain
thz support of the strata of cdmmodity producers, and ovners
of manually operated capitalist enterprises’in general, can

be examiﬁed most =2asily in the example of the taxtile industry.

What makes the sxercise important for our purpose, of
course, 1is the extension of the support given byxvay, for
example, of resesrvation of items for production in handlobm
and small poverloom establishments within the textile industry.
:to "small scale" units in other industries. This took placé
feven in ‘cases wheres small units may not have been in exiétence
in that industry to any appreciable extent. Further, suppoft
for thg modernisation of obsblete forms of capitalist - and
precapitalist structures in the textile industry led to the
:introduction of similar measﬁres for modernisﬁtion,and capita-

1ist development in other industriesy

" In Chapter VI, we have dealt with the dev=lopment of-this
pfinciplexvithin the Nationalist movement -- the extension of »
support from the defunct hand spinning industry, to the decay-
ing village crafts in general; and had pointed out that due to
the exigencies of the independence struggle, support had been
extended to capitalist units in the handloom industry, and (

hence to units using wage labour in other industries.
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In this Chapter, we wish to examine the wavy in which
the szt of measures for the modernisation of small scale
units -- the Small Industriz:s Policy —-=- bz:came an integral
componant of the national cffort tovards capitalist dave-
lopmant. This took place, we believe, by the process of
intzraction between the specific perspective 13id out for
thz textile industry, which served as 3 concratz exmple,
and the combination of rather nebulous factors which we have

discussed in Chapter V and VI,

We will therzfore start by describing thz perspective
set out for the textil:s industry, wher2 an official comittee
had made the2 logic of th: measures they proposed quite clizar.
We will then move on to th: consideration of th2 end results
of the interaction of forces identifi:d in Chaptars V and VI:
th: creation of a category of small enterprises which ware
defined in 3 negative way by thair exclusion from requlatory
measures; and the institution of a3 series of promotional
igencies to encourage the growth of thase enterprises through

a series of promotional programmes.

We will show that the new conception of small enterprises
defined in this administrativz wmanner, rather than by the
inclusion of specific industries which had bzen the earlier
practice, had an operational wvaliditvy. This lay in the fact
of the social and esconomic bonds betwe:n the actual producers
in traditional industries, and the marchants and usurers who

formad the "middlemen®. For while thesz bonds preveantaed the
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davelopmaent of the producers into capitalist industrialists.

~» combination of circumstancss also preventéd +the laLgc'saﬂt
conversion of ths mg:chants and usurers to modarn inductirtad
capitalists. Traditional manufacturing activity could wok

in general, tharefore, serve as a source fgr modarn canitalst '
cnterpPrises, and it became necessary to define the Target growp

for promotional programmes in 3 mors gena2ral mannar.

In the final part of the Chapter, we analyse tha lcgrc’/'
of the oObjectives of small scale unit devalopment, 15 get ouwl
beth in tha Second and Third Five Year Plans, and in tho 1356
Industrial Policy Resolution. We show that by the eariy 19£0-
she policy towards small scale units in genaral was clcSely
parallel with the policy tawards th: smaller unite 1n the
textile industry which had becn elaborated almost ton yeass
previously. This amounted to protaction to small f£actonies
vis-a-vis largs factory production, andé implicit =2cceptance
of the dastruction of preacapitalist production in the ceurse
of capitalist deva2lopment. Our position is, theraforo, Uhat
by the 2nd of the Third Five Year Plan, official policy was

cuite clesar about the objective of small scalzs unit promotion

Thesa deeper, and implicit, objectives wera the creatiom

)
6]

of a class of small capitalists, and the extension of the home
market for Indian industry, by the dev:lopment of the “backu@uf'
areas. Both these objectives can be quantifizd in terms ot
the concepts we developad in Chaptars I and II, and in the
Chaptefs that follow w2 will provide datq\to»measure.thﬁ

succaess of the policy.
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Stat> policy towards strata r:prasantad by different
structures in the toxtile industry had b2gun in 1951. This
includad 3 differentiatzd s:ries of measurzss to protact tho
handloom ind paverloom scctors from competition by the
organised mill industry. EBff:zctively, the 3tate recognised

th= following distinct structures:

STRUCTURE OF TEXIILE INDUSTRY IN 1953

Workers Production
Employ 2d (Million yards)
(1153)
1. Handloom and pover- 15, 00, 000 1,400
loowm units with
upto 5 looms
2. Powzrloom units 50, 000 200
with mor2 than
5 looms
3. Spinning and 7,50, 000 4,800

composite mills

Whil 2 certain items were riesarvad for axclusioz

rry

in th2 hiandlooms nd smallar paverloom sactor, other i:wn v .72
reservad for the pawerloom sector as i whol:. In addition. k.
the handloom 3nd the powerloom sector was free of :xcis: st?
and from Price and distribution control, On th oth2r h=and,

thare ware measur:s to control the grovth of n» »Dowericom umite.
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The dataﬁde have given above is from thz Raport of th:
Textile Enguiry Committe:, ThelCommittee was sat up in 1953

and w =8 ask=d to undertak:

vo0d comprahnensive enquirv....with a vi=w to

sccuring orderly development of all the three

sactors in the general interasts of the community

as 3 whola.

On the basis of the survoys undertaken by it, and tho
data collzct:d, the Committe: laid »Hut 1 perspactive of v
development. Bssoentizlly this lav in 1 phasad improvemant
of tha handlooms on the onz hand, and advances in the large

scale pPowerloom units using more than 50 looms on the other

so that

oo thers will ultimataly b2 only two sectors, namzly
the handloom~cum-improvad handlocm—-cum dommstic—-cumn-
small scale poawerloom industry ind the,large scale

pcrarloom-cum~-organised mill industry:z
In this vision theres is the beginnings of 1 morae gonaeral
approach to thoe development of capitalist production. Th=
two sectors are essentiilly those of all forms of precaplicrlict
production as well as capitalist production in manufactorie
and small. factories on the on2 hand; and large scale factory
production on the other. The 3ssumption\vﬁs that the fowm=r _
cataegory would in the course of time emsrge 1S 3 homcgenadcus
body consisting solely of small factoriss, thes other heticge-
neous forms either avolving to factory production, or b2inz
destroyed by competition from other units within the same

categorye.

——— o — o -

1. Govarnment of India, HMinistry of Commarce and
Industry, Regport of the Textile Enquiry Committsee,
(Delhi : 1954).

2. Ibid, p. 9.




240

In other wiords, it was assumzd thit if competition
betseen largz and small scal: factory production could be ,
'
prevanted through demarcation and raservation of itoms of
rioduction, th: natural -nd sbontainzous 1ws of capitalist
compatition and d:valopment would 1233 to th: Aissolution

of lcwer forms of production, nd the stzadvy qgravth of

smill factory prodaction,

It is the nurpose of the sactions that follow in this
Chaptar to show th: procmss by which this persp:ctivz, =2xpli-
citly se=t out in tha c¢isz of the textilz industry, was r:ached
by 1 slov path, nd implicitly acczpt:d, for th2 smail  3c3l2
szt g Yy whola,

VII.3 The Consolidation of the Conc:pt of Small Scale Uni:ts

—— - P - —— s e D e ]

v Th: Indian strat:gqy of cconomic d:v:alopment had be:n
considerably clarificed by th: aceceptine: by the Lok Sakha
of the First Five Y2ar Plan, and th: passaigz of th: Induscri-]
Dav:aloomznt and Regulation et (IDR’\).1 The Five Y2ar Plan
suggastad proyrammzs of industrial da:velopm:nt in addition
to progrimmaes in agriculturz, social s2rvices and haalth,
whilz IDRA d:fined th: type of industriil unit which vwcould be
subj.:ct to State control, nd the methods of control to bz

exXercised.

————— ——— ———

1. V'2 define the elements of an economic stratagyy 23
follows: ideantification of existing structur»s in
which manufacturing ~ctivitry is takinjy place (pablic.
largea scaleze private capitalist, smaill capitalise,
and the various pracapitalist sactors) sida:ntifi_ . ticrn
of commodity composition of industri-1 output 3% 2
spacifi.d futur: datz; nd merasurss to 2ansure that
thz structurzcs respond in ways to b in 3 Dosition
to meet the requir:d demand for the commoilitier.
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3
The Act 1laid down that 3ll industrial undertakings

coming within specific industry groups, and with a labour
forc: larger than a spacifizd minimum would n=ed, by El
particular dats, to register themsz:lves with an agency
notifi~d by the Government. A-proposal to astablish a new
undertaking within the "scheduled” industry, to relocate an
existing undartakinyg, or to undertake “substantial® expansion
plans would requirce the permission of the Government in the
form of an industri=l licens:. The role of the Governmept
vis-a-vis the private s2ctor was in this form made explicit;
and tha Act is probably the most important key to understandiuc
the logic of the Indian industrial development strategy: for
not only did it prascribe the typ: of industriqlzunitxﬂhich
‘cama unﬁer its purview, but also defined by exclusion, = v
,“sﬁqll scala soctor® Q—‘including small capitalist factorics
byvour definition ==~ which were fre: of the licansing rogu-
lations.

Thz Fiscal Commission had mads 13 major concaptual adv=anoo
in distinguishing bestwann cdttige indu;trias and small Sonin
units on th2 wage labour criterion, and the relationship bet--

wean proprietor and workars:

A cottage industry is thus one which is carried
on wholly or primarily with the help of membears
of ths family, either as a whole or 3 part-time
occupation. A small scale industry, on thz other
hand, is one which is op=2rated miainly with hired
labour, usually 10 to 50 hands.l

1. Government of India, Repor£ of thes Fiscal 'T
" Commission, (Mew Delhi, 1950), pp. 99-100.
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‘/”robzbly 123ding from this definition, th: Industrial
develovment nd Rogulation Act exsmptaed units ommloying less
than 50 vorkers with power, and less than 100 vorkers without
power, ev:mn from r:gistcaition. Aas w: shall sa2: lator, this
cx.:mpt.d scctor came to b: “no'n as th: small sc4le sa2ctor

cf fthctory units.,

Rapid capital ~ccumulation r .quir:l coordinated iction
b th: State and th s, combinad with the yen=2ra2l accaptance
of planning, had 1.:d to the formation of th: Planning Commis-
sion nd to thoe Five Y»ar Plan. Similarly, th: goenzral
accePtance of the n:22d for controlling significant activities
of th: Private Sector had em2rged in th: form of ILRA., Thoes:
two, 13s has been mentionad, had da2fined an unrzyyul-t=d cr
o, 11 esoctor including caotitalisc units, and had dz2£in2d
nlans for the dev:lopment of this s:ctor. .4 similar historical
continuity :xist>3d as f£ar as the actual content of th> dave-
lopant gancizs vas conce.ined. 2 Cottag: Industri:s Bo-rd
n1ad been astablished in 1947 to dav:lop cottag: industri-l
unitq.2 In 1952 thoe board was split into 3 saparit: boards

- —— e - — ——_ —

1. From the proc:cdings of th>» debate in tha Lok
Sa3bhs on IDRA, it is cl.-»r that the ".x:mptzd
s:ctor” was 2stablisted not bacause parliamant
contiined representatives of 1 small capitalist
class who war.: ~r uing for fra2dom of opsration
for thzir constitu:nts. Rather thz pla2a came on
the basis of th» administrative infzasibilizv of
r2gulating emall units - in oth2r words this was
another 2xamn’e of th2 small capitilists gaining
support on tn: Disis of the disagremint betwaen
the l2ft wing of the petty bourgzois 1rho wanted
strict regulation, if not nationalisation, of thea
privat2 sactor: and the right wing, larq2ly rapre-
senting large capitalist interasts. S:: th: rapbcrts
of th: d-obate in Farliament of India, 2arliamentary
Debates, Part II, 12-10-1951, Column 4767.

2. The Cottag: Industrics Board was sstablishad on the
basis of th2 recommendations of th2 Industrial Con-—~
ferenc: held in Docomboer 1947 in Y=y Da21hi,
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raesponsible for Khadi and Viilage Industrios, Héndiérafts,

and Handlooms. The 23All India 3pinners Association, ~nd th.

All India Villagz Industriss Association were amalgam-t-d

5and formed tha Khadi Board; while tha2 Handloom Board was an

outcome of the immediate post war Haindloom board and thsa

standing Handloom Committez of the Cottage Industries BOatdol
VIT. 4 Thg Problems Inharent to Capitalist

—.-—..-——_ - ern - o ot - — o i o o o o oo Lo

Th= strategy of economic devalopment implicit in ¢the ¢
Five Ycar Plan was claarly based on a capitalist devaleorment
model. This implicd not only the strengthaning of the Lsarge
scals private sector, but also the dev:lopmant of capitalist
relations of production within rctivities involving the iérgc
mass of thaz people. In the casa of the handloom indust:ry,
the Textile Bnguiry Committee had, as w2 have secen, made this
point quite clearly, Handicrafts, on tha other hand, wars
spacialised crafts, and policies ware formulated by the
Handicrafts Board to ~nsurz that the expsrtise available
among craftsmen was retained, ‘As wé have se=n from tha
analysis of Chapter III, a growth in thz demand for handi-
crafts§ﬂould most probably have strengthanad the accumulations
of marchant capital, without necessarily lzading to th: growtn

of capitalist production in these handicrafts. However, in

e - ——— T — o

1. The Fact Finding Committee (Handlooms and Mills)
reporting in 1942 had suggasted the formatlon ol
such 2 permanaent board.



"
e
"

[

ths case of both th: handloom irdustry, and of handicrafts.

the probl :mas cf both increasing th: output of the initustry,

(v

and 2f ensuring rz2asonable incem:s for tha producers v iroe

not insup:rabl..

With ti: morz day co dry villamg: industri:s, it was
altcgethor 3 difi:ronc matter., Most units in the industri-l
groups urder th . vurvios of the Khadi and Village Industrics
B30ard rcepresent:d verr zavly szages of sconomic develo?moant.
Artisan nd smill commodity vroduction pradominatad, usually
subordinate to both tsurcer and mzarchant capital. WHith tho
hold of such forms o~ capitil s strongy as it was, tho road
0 capitalist cvoiution of thase traditional producers v as
closad. Cf course capitalist dev:lopm:nt was not in Iny casc
wh-t thz 53andhians want:d -- they want:d the supwly of consumoars
goods to com: n7incipilly from "villag: and cottag:" indust-i. g,
a2ss:ntially using traditional tachnolojy and no way> lrocur,:

Even l2oving aside for thz wem:nt questions such as
whather th: ccorposition of th: outout of th: traditionsl
village industrics was 1ik:1ly to match the doemands geoncrated
by a "mod2rnising" caditalist order, there waras othar probl.a-s
in th: dev:looment of village industries. For if th» ‘ncom:

— - — - -

1. Th:> philosophic basis of th: S3indhians' support
to village crafismen in th:: post ind:vendanca
pariod is best illustratad by tha ra2oort of tho
Farve Committe . Sc: Government of Indii, Plan-
ning Commission, Report of thz Villajye and 3Smali
3cale Industrics (S.cond Five Year Piin) Commi-co.:.
(:lx7 D=lhi, 1i955).
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from thes= traditional occupations was to ba 12 reasonaolu
onz, the producers would have had to work to the demam@a e
the market, or in other words, evolve from spacialisad cormu-
nityxvorkers_to commodi ty produgers, Marketing of th= commno-
diti=s would nzed to take plac: through cooperative outlets
which, in turn, would have placed the village producers g =

group in a position of opposition to th2 merchant and usura:c

o —— - v

1. To support our contention, we may. examine the
rasults of a National Sample Survey conduct~d
during 1968-1969 (about 10 y=ars later) on
cstablishments which ware both smallar than
rcgistered factories and not opzrated on a
propriestorship or oqrtn‘rsulp basis. Tha
survey shoved that this zssentially cooperative
sactor existed in very rarzs cas2s. In rural
arzas 9 cases per 100 villages were found
while in urban aresas ther»s wer: 19 c¢asss par
100 blocks (an =ven smaller numbar). It
should be not::d that thuese figqures refer to
manufacture, trade and transport, and the
frequency of manufacturing ostablishments alono
would ba still lower. '

In fact, in a total of nearly 17,000 villages
and over 10,000 urban blocks in the survey,
only 864 sample units in all could bs found,
out of which 466 or over 50 per cant waere
textile based units; in the rural aresas 401

out of 659 (over 60%) of the units wer: toextilo
based. Government of India, National Sample
Survey Organisation, Tablz:s with notss on
non-houschold small scals manufactura: N3S
No. 236, (Delhiz 1977).
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ithat was alsc claarly controversial vvas th. methods

by which d:mand for th:s: rural units wi3s to incri2as:. Fou
this to haooen, - spucific shar: of th: mirket would have
h~d to b: roscrve? for such units, and m:thods drvisa:d by
whirch the aoods could b. transported and market:d in 3rzas
whor.. substantial domnd ares:. Thes: marketing channels
would, 373in, prasumably hav: Doen coopariative in natur: and
would not have becn viable in 2 ¢ pitalist ecorvmy unl2ss

Lhiawy wer: assurced of s:curs: outlats.

Both these measures involved a clear attack on the other
“ominatiny economic and social interest -- that of large
industrialists., For a common proiuction proyjramme i.e.
reservation of items for cottage industry »nreoduction, if
affactive, would have eaten into thes grariny mass mar<zat
which wvas precisely the major attraction of poélitizal inde-

nendance and economic grarth for ths large industrialists

in the countrv.

The point crucial to the further devzlopmnent of our
argyinent, hovever, 1s that while 3 common production progrmmz
ccild in principle be introduced through executive action,
and defended by sxecutive interests which sw this defance
as their purpos=, the cooperative movement was a political
movamant and could not be projected by officials. Although
T T Krishnamachari, the Minister for Commerce and Industry
avpear=d to b2 against *he formation of an extension service,

which would have been necessary for any official attemn: at
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the growth of the cooperative movement, on the grounds oOf
n ———
the resources this would requirs, he was probably well

1
aware of the political dimensions of the problem.

Under the circumstances, the problem for the capitalist
state was to prise effective control of the development of
small séale production away from the Gandhians, whose positicn
on self employment and cooperatives was proving far more

embarassing to the Stat=s than their apparent opposition to

modernisation of technigqizs. A further advantage of the

organisational disjuncturs betveen '

‘cottaye and village”™ and
small scale “industries™ was that the Gandhians could be leit
to do whatever they wars able to do through voluntary aqénciesr
and would have nco further reason to demand of the SGovernnent
that it reorient its entire development strategy around the-
‘class of industries under their,contr:ol° That is to say, -whil.c
executive support for small capitalist units, which would
ensure that the small capitalist social stratum represesnted

by these units had their point of view ébnsidered in pelicy
formulation, was feasible, for these industries were "ancillauo
to the grovth of capitalism; the cottage industries had
inevitably to die in any long term view of the economy, and
their proponents could not logically have 3 voice in sx=acucive

decision makinq.,2 Thus, both the requirements of general

1. Parliament of India, Op. Cit., Columns 5250-5252,

2. AsS we pointed out earlier, Gandhians as the repre- .
sentatives of a declining stratum would have baen
obliged to argue in favour of policies which ran
contrarvy to these implicit in a3 state whose momentum
was gear=2d towards advancing social and economic
differentiation through the development of capitalism.
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cavit list devalepment and practical considearations cf
St-te uar: opposed to 3 philosophv emphasising s=1f emplioy--
m~nt in cottags industrizs and in 1954, 3 3m1ll Scale
Industries 30ard was established to ~=ncouraje the grasth

o€ industrial units not covered by the existing boards, and

fren of IDR\ regulations.

Although the Sw3ll Scale Industries Board (SSIB), and
rlated institutions wera not totillv now concepts, thz2ir
formation 3t a time substantially later than the othar
Boards, ind from th=2 time the nz=d for such a Board had first

vbesn voiced, reguiress some explanltion.l It szems th-t the
old astablished n~ed to providzs svacific maasvres to de-=L
ith th= urban aducated unemployed, which t.ad bez:n 31 matter
of som:> concern, coincided with thz willinqgness of the Ford
Foundation office in Delhi to provide tha servic:s of 2 teanr

to evamine in concrete thes requiremants of small capit="ist

and ‘'transitional" units.2

T T Krishnamachari, vho was the ilinistar for Comnarca
and Industry vhan the team submitted its revort, exnressed
the Governmant's view of the problem arising from explicit

. -« 3
emergence of unzmployment in a speech to the: Lok Sabh

Y

1. Se=> the Report of the Fiscal Commission, p». 174--113.

2. Sovernment of India, Planniny Commission, Outling

Report of the Study Group on Educated Unembloyed.
(lew Delhi, 1956}, pp. 8-9.

3. Parliament of India, Parli-mentary L=batas, Parc II,
15-4-1955 Columns 5247-5251.
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He pointed out that the traditional Indian $ocial
structure baszd itself on the joint or undivided family,
and that in such fﬁmilies, unemploymant or underemploymenT
was not readily'apparent° It was when industrialisation,
and the demands of urban life that thié gave rise to, led
to the dissolution of the joint family, that unemployment

bacame apparent,.

Thereforzs, he implied, unzmployment was not increasing,
Rather it was becoming obvious and ths process thit was
making it obvious, industrialisation, was also the only proc=ss
that could ramovz underenployment, whethar hidden or obvious.
Hovever, 1S ths process of construction of large factorizs
would necessarily be slow, it was important to Protzct

traditional manufacturing activitiss from further decay.

This would appzar both a r2isonable analysis of £h3
situation and a good rationalae for the policizs adopted
by th2 Govaernment of India. It was 3lso an unsxczption-bla
proposition that a2xisting units in rural areas would naeed to
improve their tachniques of production, if increased dowand
for‘the goods produced by thess units was to lead to higher

incomes for those amployed in them,
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VIT.5 iae Ford Foundation Weam's Report

—— ——— . v ——— - —

Th=2 Tnternacional Tean sponsored by the Ford Foundation
arritved in Indiiz in late 1?R3.1 The Government of India
prov:dad 3 liaison officar of the rank of Joint Secretarv,
and th= tz2am presented its revort after a three month tour

. a2
of th=2 countrvs in =zarly 1924,

Tha tezan consisted of five members, of whicn two,
includingy th= Crairman, ware Svedish, vhile the rewmaining
came from the Unit=d States.: The occupations of the mevhers

of the team ars of interest:

1, Chairman (37eien) Viees Principal ar.d acting
Principal of the .w~dish
Institute for Higher Zdu-
cation in Triades ind Handi-
crafts.

2. Membzr (3weden) Managing Director of the
Svedish Federation of 5mall
Industries and Crats.

3. ilember (U3\) Consultant in develooment of
handicratis and sva2ciislised
Small Industryv.

4. Member (7I51) Snecialist on Cooperativ-es.

5. ilember (USA) Industrial Z“nqinser.

1. Sovernment of India, ilinistry of Commerce and
Industry, Report on Small Industries in India,
(New Delhi, 1955).

2. The inclusion of a3 relatively s=anior »fficial
implied that the Government of India vvas commit=cd
to th= success of the team's visit and in turn,
it =nsur=2d thiat the official wvould himself have
an interest in 2nsuring that ths recomandations
were sSeriously considered.
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As .can bz seen from the list, the tsam had experience
and expertise in specific technical and managerial areas.
It is -thus not Sur?fisinq th=at the? tended to identify only
those problams that their knowledge anablad ﬁhem to recognise:;
and this segmented approach is apparent‘in their report which

_consisted of seven chapters on thas folloving subjects:

1., Multipurpose Institutes of Tachnology for
3mall Industries. '

2. Design and Methods of Supply for Quality
Products in Handicrafts, Artcrafts, and a
Specialised Sgctor of Small Industries.

3. Credit and Finance.

4, Trade Associations,

5. Cooperatives.

6. The Industrial Process -- Its Implem=ntation.

© 7. Marketing and Distribution.

The assumptions underlying the choics of both the
members Of the team and the subjects covered'by the revort
was that the major problem affecting the growth of small ‘
units was a lack of systematic planning within the unit
itself. If standardisation in the gquality of products
could b= =nsur=d through the provision of credit, and wmarketing
channesls, then small scale units could beAmoved from the
position of "uncompetitive units" within an essentially n=2o-
classical, perfesctly competitive,-viéu of the economy to that

of thriving “growth points" in such an economy.



/1t is siqnificant that the team did not consider the
cquestion of entrepren=zurship. The renort is concerned Maitly
sbout the problams of existing enterprising small units and
not wich dev=lopiny new -anits by persons vithout a backjround

1 The world vistr implicit in the Report

in traid= or industry.
assumad thit the basic rroblem of State 31id to industries was
to s2Darate thes jrain -- those units which could be made viable
throuth .d of this type, from the chaff —-- vvhere no aascunt

ot 1id vvould succ~n=2d in making ths unit viakla. The very
diferent factors which might distinjyuish the grain from the
ch=ff such as ths level of indebtednmss, the egise of access co
r=v7 materials, the ability tO manipulate regqulatorv measuires
and so on war=2, in this wvi=sw, bundled into th2 last factor --
risk tak%ing ability -- wentioned. Ccming as thevy did from
advancad industrialised societies, membars of the team could
not conceive o0f a socic—-economic and cultural milieu thac

was different to their asn, and for them, anv hardvorking

systamatic entrzpreneur was bound to succeed.

The Team had besen asked to excludz from its consideraticn
small units -=- hz2re takan to mean non factory units -- vvhich
were already covered by the KVIB. Althoujh thay did examine
some problems of handicrafts, they were concsrn=4 essesntiallvy

v with mechanis=d small units, both from the point of wvies of
their oawn expertise and concern and the strong fzelings ths

IWVIB had about industriz2s in its own care.

e — . —

1. In this iwportant respect, the report sSzrvas as =n
index of direct State support to the existing small
industrialist, rath2r than locatingy thz problesm =t
the lzvel of gener=al inductri2l and ecoromic deva-
lopm=2nt. It did not therefore, really meet the
raquiremants of sugr~esting measuras to a3llaviata
un :;izployment,
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The most important recommendations of the Team were
the estalklishment of a numbar of Regional Institut=s of
Technology to be administerad by an officer responsibls to
the vaernment of India, and 2 Small Industries Cbrporation
which was to help small scale units to tender to Governmant
for. contracts, With the 2cceptanca2 of the Governﬁent of
thése uaovpfoposals, a stage had been raached where persons
in o&nership of small productipn units had an institﬁtional

machanism, 35 a group, v which thelr intarests could be

communicated to the Government,1

In other words, th2 Tzam, probably helpsd by som=2 cEfi-
cial nudqinq) performed the useful task of l=23p frogging
ovear thé conmplex and probébly insuperable problems of dave-
loving traditional village industry. Tha perspective they o~
1aid out, of the develovment of modern capitalist small
‘enterprises fitted neatly into ths requirements of Capitalist
development strategy s 3 whole. For such capitalist dzve-
lopmentbboth raquired and implied the grawth of the home
markeat i.2. the growth of thz2 demand for the means of
production and the articles of consumption which would b2
produced in the expanding large scale sector. While this
grew at a rsasonable pace, the large scale industriﬂlists 
ware Prepared in turn to concede the role of ths mbdern sm2ll

. W e v " -

1. This mechanism ensurad that in quastions of
licensing, tariff policy, overs=as trades con- -
tracts, the small industrialists' point of
viaw did not go zsntirely unhoard.
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3c1l . scczor in th: oroduction of r:lativ:ly simplz products;
~artisal ,rly vher it vas made clear by important Governmant
officials that thz smnll sc~le sactor diil not imply that
cnly *3mill scal: persons" vould be permitted to enter this

1
szctor.

Th:> final stag: in the inte jraition of small scals units
into 3 ccaponant 0f the scructure 2nvisagaed s intrinsic to
thz Indian =2concmic devzaloment strateqy came vwith th2 Sacord
Miv: Year Plan. The itah . lanobis ilod:21, which formed tha basis
of invastment d:cisions in this plan 12id dorn that th2 supp'.-
of corsvumzar goode which ould b2 required to me2t the increasnd
derand for wage goods would be lirgely supplied bv cottage
and smill scal:: production units. 3v ralving on these cyoes

o€ units, several social nd volitical obiectivas could also

o

2 >+ am1 th2 Plan docum:nt was ~loquent in describinc the

advantages of smill scale "industrizs®,

It is in fact, this role of small "“industries" as pro-
vidars of consumer goods th~t gives importanc: to the study
of the origin of the small industries policy. For it is th2
reliance on this group of units combinzd with th2 exphasis
on investmants in Departm:nt 1 industriss {(thos: prodicinc
the means of production) vhich serve as the delineating
factors of thz Indian economic devalopment effort upto at

l=ast th2 end of the 3rd Five Year Plan. It is for this

J 1. 5322 tha remarks by lltyanaind Kanungjo, Urion Minisc -
for Commerce and Industries, in n article in th»
Statasman Second Five Yzar Plan Svppleme:nt, June 27,
1956.
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reason that in the next section'we 2laborate the logic of
th2 aims 1laid out for‘smqll'”industries" promotion, and
consider the extant to which thase units could, in the
abgrnge: of  complementary measures, =2xp=zct to contribute

to the achisvement of thasasz ~ims,.

VII. 6 The Role of Small Scale and Cottags Units

- .t gy BA > e . e bt e IS W mn A s e SO D o g

in th2 3ccond Five Year Plan

e e v . o —— i o oot g -

The 1955 Industrial Policvy Resolution, in establishing
9 case for the promotion of small “industri=s" had made the

following points in thair favour:

They provide immediate large scale employment, they
offzr 1 method of éensuring a mors equitable distri-
bution of the national income and they facilitate

n effective mobilisation of resourcas of capital
and s5kill which might otherwise remiin unutilisead.
Some of the problems that unplanned urbanisation
tends to crsate will be avoided by the establishment
of smill centres of industrial production all over
the country. 2

Dav=lopm=nt of small scale industry was thus se»n as v

a way of scerving the following objectives:

1. Employmant ganeration,

2. An equitable distribution of national income.
3. Mobilisation of capital.

4. Mobilisation of entrapreneurial skills.

5. Regional industrial dispersal.

A — - > ——

1. It is difficult to avoid the fea2ling, while
2ading official documents, that sconomic
loqlchas often forqott n in the urge to mest
phvsical targets in terwms of creation of small
scala units.

2. Th2 quotation is, in fact, from the 1956 Industrial
Policy Resolution. See th2 Sccond Fivae Year Plan,
r. 47,
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It is possicle to rogroup th:s: fiv: obj:ctives into

yroupr of 3 is Follows:

3)  An cguitable distribution of national income
lobilisation of canital
Mobilisation of entronrneurial skill

B) Jmploym:nt y:narcation

C) Rexgional Industrial dispersal.

ll23asur:s to bring about 3 rzasonablv cequitibl: distri-

bution of national incom:z =re a normil pPractic. followaed by
wr21fare" states and the Indian Constitution is ¢l -ar kot
tho> dasirability of such —e-sures. Th: most ficiant mothod
is obwiously to incrcas: public welfar: m2isures, finwnced

by suitibl: fiscal means, nd provid: 31 wide range of F0CAs
. Zzolc:s in the form ¢f public s-rvices. Hav:ver, 'r th>
indian contiext, the :xistinc: of 1 highlv skaw 2d inccm: and
wealth distribution a2t the time of indivendence implicd thal
substantial radistribution would involv: v=ry stoenlv pro-
Jressive taixation on 3 vaery narrow basz.  This vould leoad
both to tax avoid:nce and to disincentives, within the corc:-xh
of 1 c¢iapitialist cconomy, toe savings and investmant, Urdoer
these ciccumstances, 1 prior task would then bz to genarac.

1 number of small centres of capital 2ccumulation through
providiny both opportunitizs for ths dev:lopment of industs’ -7

capitalism, and suitable support measures.

Th» most widasprnad source of industri=al ca2ital wcilc
b~ found, 1S we havz shown thooreticilly in Chapter I, 04

enirically in the Indian esconomv in Chapters IITI and TV,
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amonqgst the representatives of mershant caﬁital, or thé
“dealers™. The other major sourc: would bz the existing
industrialists, the smaller karkhanzdars, who though not
fully capitalist had alrzady become differentiated from the

mass of the produccrs, and vho emplovad some wage 1abour.

Ws had argued in Chapter IV that a major rzason for
thz continuancz of marchant capitil as a contfollinq influ-
ancz ovaer the industries w.: had examined was the unczrtainty
in markzst conditions. Undoer these conditions, the’form of
operation of merchant capital served as 1 flexible mathod of
surPlus appropriation, for the burdsn of fluctuitions in
demand could bz passed on to the producers, and the rigcursv
of labour and factory legislation bypass:d. For thz conversion
of merchant to industrial capital, thetefdte, the assuranco
by the Stqté of markets which were groving and reliablc vas
an @ssaential. Added to this was the nesd for technical

support to helv in the conversion to industrial oparation.

Karkhanedars, on tha othesr hand, would require haslp in
the augmentation of their instrumesnts of production, and
loans to enable them to invest proportionately in raw mzterials

and in lsbour pover.

The first of the reagroupad objcctives of the Second
Five Year Plan could thon be seen as thae developmant of small
industrial capitals, th2 material content of whose output
would be both consumer goods 2and simple cipital goods. The

reservation of items for production in small scale units
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would orovida 1 relacivaly shiltored markat, while the suaee”
of machinz:ry on = hir: purchis: baisis and th- »rovision ol
money cPital would help the opzaration on 2 larger scila,

and encourig: modarnisation.

v The s:cond obj ctivz to b: achizv:3 by 2ncourajiny smzl
sc1l: units, 18 3.t out in th2 S:icond Fiv: Y:ar Plan, was to
tak: dvantage of tho fact that they provided "immedi-zte
l1arg: scil: cmployment'. This objzctiv: woul? abpeir tc m-Xe
s :mnsa only on the assumption thiat th2 units wer: such th=t

vhen in r:sponse to incrz2iasaed d:nand, outvut ros , mPLOVMINT

3150 n::d:Ad zo be assumad

cr

1l sc incrzas:d subst-ntially. I
that ther: vyas a3 l-org: measure of unutilised chipacity in smail
b2

scal: units, or that thoy could rstablish::a in 3 shorc

pariod of time.

-

In jencral, thos: assumptions vrould hold tru: of —mics

P
o~ =

in ~ny industry whear: thare wvas 1 low organic composition of
capital, or in what are Xnown 3s light industrv. Th.- zmplcr-
ment craating capacity of small scal:: units could onlv be
lojically h1d 2s an advantagse if ther: was Prior cc:phanc:
of the first objective, that of ancouragin~ th2 grasth of

\ . . 1 .
num:rous smAall industriil capitals. Only in that cont::xt

om 3 reading of the officiil documents of ths

riod, it would ippear that th: desir=2 to ~ancou-
72 the develoobment of small capitals somsrthat
overrode consideration of technical efficiency

of the size of plant that such capitals mijht =mbody.
from discussions vvith officials, it seem=d that -n
individual who came fornsarivith a ©rovosal was
h=21ped if there were r=asons to baliasv=: that the
unit vvould be viable.
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could it b2 arguad z priori that the manufacture of an item
should be spread ovar ~ number of units rather than concen-

trated in a singl: large unit.

In other words, aven though ths deminds of thz urban
2ducated unemployed may hzave been thoe immediate cause of
increaszd concazarn for small'scala uniss, tha rasponse df
the State app:ars logical oﬁly if one se2s in it fFurthor
avidance of its concoern to devalop a smiall capitalist class,
The Sovernmznt of India. thereforz, at l=2ast during this
rariod, appears mor: intarested in “capitalist creaéiOn”

rathar than znploymoent creation,

Thes third objective, of‘regional dispersal of industrial v
‘activity, is perhaps. the most significant in terms of provid-
ing 2 positive 2conomic role ko small-scqle units in ths=
strategy of capitalist development. Althougn the regional
dispersal policies were advancazd in the Industrial Policy
Resolution 13s antidotes to growing urban conquEion, 2ssen-
ﬁiqlly they implisd the nead for special maasureé for tha
dev:lopment of industrial capital in "backward" ar2as. In
othar words, the policy was ori:xntad towards the éxtensicn'
of the_hOme markat; and given tha avenues of investment that
the Industrial Policy Resolution had left open to’the.pfi;ate
sector, such dzvelopmant of the market was obviously in the

interests of thz large industrialists.
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v The develovmant of backward aceas posas several comple’.
nroblems Daciuse even thouith commodity circulation mav pre7= .
in these areas, commodity production is gen2rally not wide-
spread. It is in these areas that petty merchant and usurer~
capital holds relatively jyrzater swav, for in the absenc~ of
the produc:-ion of rage Joods on the ons hand, 3nd the v age
income generat2d &7 such productive activities on taa otha._.
the bulk of thz population is forced to devend on repres=2n-
tatives of e=2rchant capital for the supply of the joods thev
require; and vith lor and unstadle incomes, on usurars {(no-
necnssarily individually distinct from merchants) for th=

. 1
mongy resourc=2s to bDuy these recuiresments.

Under these conditions the Stite may ap roach the vreble-
0f€ ~dvs:clin - *he level of capitalist development of ths =2co-zoi
activities involwving the population in backvard areas in =3
namb2r of ways. The first is the induction of larqge capitalisn
units o©0f production, specificallv in thz "heavy" industri-=¢
in su<h are2as. The reasoninjy being that, as embodiments or
industrial capital, the relaticns of production inherent in
them will enable thesm to serve as a cantre for the outward
radiation of industrial capitalism. This process, simila- =cC
th=2 initiisl induction of large scale factory industry into trz
economy in the mid 19th century, might bz successful if "dc-r

stream" unicts were to develo® proportionately, leadiny to 1

—— . — - i — - —

1. ¥Tor an interesting anAalvsis of the functions of i~
trader-middleqasn vithin the village, sse 3.4. liicaie.
"Baniyas in the Indian Agrarian Sconomv : 1 Cas=z cof
Stagnant Entrepren:urship”, Journail of Asian Studies,
37 (17378), 4.
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sufficient concentration of porulation to juétify the provi-
sion of goods and searvices ih an organised manner, thus
undermining the role of pre-existing petty merchant and
usurer capital,1 Various complementary measures in terms

of the devs=lopment of means of communication and.of freight
rates at a lavel sufficient to inducs private investment in
the gzographic proximity of such arzas would be necessary

for such a policy to succesed.

The sezcond approach is throuqh the independent devaloment
of "iight”‘iniustries, on the.assumption that marksts for the
rsalisation of tﬁe value of the commodities produced already
existed, or could be develo?ed through the generation offdage
incomes.? It is in this context that the controvarsy ovar
"large” or "small® scales units devaloped:; whather it was the
formar or the latter which could act as the "l=ading" =lcmant

in the inplantation of industry in arsas dominated by Detty

. 3 - . .
merchant and usurer capital. Tha2 discussion on this point

was conducted at a superficial level; so that first objesctive

1. Large scale Public Sector investment was under taken
Juring tha Second and Third Five Year Plans precisely
to desvelop "backward regions®.

2. Although the logic of the argument was never cl=arly
stated, the first attempt to sugyest that small scale
units could be a means of developing backward areas

was made by the Committee on 1spbrbal of InduSt[lP”
of the 3Small Scale Industrlﬁs Board in 1960,

3. The case for small scals units was most forcefullw
argued in the Administrative Reforms Commission's
Raport on the Small Scales Sactor.
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cf 2ncouriginy small scile units -~ as 31 m231n8 to mobilising
2xisting stocks of wmon:y caipltal -- led logically to ta-
provosition chat as tharz wver2 unlik=ly to be large concen-—
tr-tions of monay capitil in backward ar=as, small scile
production would b: th? most that individuals liviny in the

ares in guastion coul.l aspir: to. ‘‘hus th= 3arqument in favour

of tha growth 07 ‘local ceapitilists' 124 lovically to thz
position of extolling tha virtuss of small scale units 38 2
means 0f dev:lo2iny industrial caoit-l. This viar combletalw
overlooked the inclinations and social wvaluss of th: represa»n-
tatives of pettv marchant and usurer's capital, let zlona
--mather the provision of infrastructure, subsidies nd so on
would creat=: th2 socio-economic ccnditions ir f£avour of tha

transformation of werchants and money lenders into industria-

e . —— —— i e

1. It is cla2ar from the Report 3and the remarks of the
Fact Finding Committee (Handlooms ind ills) abou:
the "ourzly financial inter:sts" of the "middlem:n”
in th2 nandloom industry that th~ey did not think that
there 733 much chance of repres=2ntitiv:s of merchant
capital (the trader or sovcar weaver eangagel in domes-
tic or the putting out systems of production) trans-
forming this system of production to industrial forws
of capitalist production.

Th2 FPict Finding Committee (Mandlooms and I1ills) has

an interesting discussion of the financial and =sconomic
imolications of thz2 change from "marchmnt to industria-
list". It points out that in th2 manufactory, while
possibilitizs of division 0f labour arz still liritod.
nconomi s 3re possible in thz bulk vurchase of r=1
materials, and in the low2r overhzad costs "per unit'
(presumibly per handloom). On thz oth:r hani, <ix:ad
cipital requirements increasz due to the ne:d for 1an.d,
buildinjys and ecuipment, vvhil: the wajges of vorkass
involv:d in the prepiaratory proc-:ss2s, which would
undertaken by unpiid fem2le labour und:r the Jdomes
system, ars proportionat:ly greatar.

oy
tic

ccntd. ..
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'By the end bf thg Second Five Year Plan period, it was
glear tﬂat‘not’ only had small units not developad appre-
ciablyv outside the large urban centres, but that there
appeared to have been no substantial State support to
encourage such iisperszal,1 The principal reason atvthe
official, policy making level for this lav in the fact that

during the Second ¥Plans

The aim, according to this /Rarve/ Committee was
to build up... a pyramidal structure of industry
broad based on a progressive rural economy and

The specific instances of Marwari merchants in
Bhagalpur in Bihar, who retraced their steps

to tha commission agency form of oberation,

after attempting the operation of "karkhanas®
requires some explanation, The FFC report pointed
out that contrary to this experience in Bihar, the
karkhana system was still thriving in Cannanore

and Calicut, and was able to pav reasonable wages.
This would imply that we have evidance that the
conditions for manufactory based production sxisted
in one part of the country, as evidenced by the
HMalabar coast experience; we also have evidence

for the readinesss of th2 mahajans in Bihar to

invest in such production units. The reason for

the failure of the units in Bihar must therefore

be traced to the urwillingness of the workforce

to work in "factory conditions', except Perhaps

at comparatively high wages which would have made
the operation uneconomical. It is of significance
that on the Malabar coast, the traditional weaving
castes were not prepared to work in workshovns, and
the bulk of the labour force camz from "agriculturists"
which would probably mean the poor and marginal pra-
santry. The Malabar units which wars established by
missionaries probably used Christian convarts for
whom work under organised conditions must have been
an advance both socially and economically.

1. See Estimates Committee (3rd Lok Sabha), 107th
Report on the Organisation of the Desvslopmant .
Comissioner, Swall Scale Industries -- Rural

Industrialisation (New Delhi, 1966).
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the growth of small industrial units coupled

with nzcessary services among the biqlvilques

and small towns all over the country.

Tha basis for the lack of support for =2ncouraging the
~rcvth of smill scale units in rural areas lay then in the
fact that the Karve Committ:e, which had b2en set up svaci-
fically to plan the develooment of "village and cottage and
small scile units” vas dominated by Zandhians. Obvicusly
the Committee was a stronqg supporter of th2 continuing role
o€ small commodity production which, in the form of villag:»
crafts, was very largely dispersed in any cis=. As a3 coro-
1larv, th2y woull have seen no reason to sugjest specific
measur=2s for the decentralisation of modern small units. For
these wmployed vvage labour, nd for the Gandhans were thar2-
forz no different to large scale units, in the sanse th-t

neither promoted self employment.2

The Xarve Committee Report may be s=22n to be the las+
attempt by represantatives of small commoditv producers,
(togethar with the resolution on Cooperative Farming passed
at the Conqgress session in 1959) to establish policies of
development on the assumption that the State primarily sub-
served th= interests of these strata of producers. In other
words, rz:gional dispersil policies during thz Sacond Plan
period wer= the prim= victims of the clash betw=22:n represen-—
tatives of smiall commodity and small capitalist producers

which took place at the administrative level.

1. Government of India, Ministrv of Commercs and Industry,
Report of the Working Group on Programme of Work for
the Third Five Year Flan (Small Scale Industrias),

(New Delhi, 1959), p. 120.

2. For the Karve Committee, deczntralisation and self
employmant were synonimous.
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VIT,7 Rural Industrialisation

———— e - o — > Wi S — . W

It was therefore not until the early 1960s that any
opérational steps were taken towards the regional planning
approsach to industriél developmént. At the pOllthHl level,
Jaya Prakash Naraiﬁ took the initiative by writing a note to
the Planning Commission. In the note ha pointed out that the
benefits of.the policy to“en¢0urage small scale uhits dﬁring
the first two Plans had been concentrated gen=rally in the
urban and the more developed parts 'of the country. Iq suggest-
ing an alternative approach which was designe d to pnéouraqe
industrial development in the mors backvard varts of the
country, he took the‘significant’step of disassociating
himself from the more orthodox Gandhians. He did this by
spacifying that in his concern for the regional’plinnihg of
industrial units, he did not exclude those units which used
:bOtthQWer and wage labour : his "small units'" were therefofe

not 2xclusivsly composed of the traditional village industryo1

At the official level, the Third Plan Working Group on -
small Scale Industries suggested the use of industrial estates

as a tool for regional industriél'planning.2 Saparate units

1. See his letter reproduced in Governm=2nt of India,
" Planning Commission, Rural Industries Planning
Committea, Projects for intensive development of
small industries in rural areas, (New Delhi, 1962).

2. Report of the Working Group on Programme of Work
for th= Third Five Year Plan (Small Scale indus-
triess), p. 69.
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on th> =state war> expect:d to feed into one another, 3nd

the estata was seen to function 3s 2 complete production
cycle. If the location of the astite was planned with
sufficient regard for the damands of economic feasibilitv,

it was f£:1t that this cycl: of production could bz intzgrated
into the surrounding mix of aconomic activity, and the pro-
duction r=l3tions in the area could ba xXpacta:d to devzlon

in parallel with the capitalistically advancad "centra".

Primarily in response to th:2 note by J.P. Narain, tho
Planning Commission constituted 3 Rural Industrices Planning
Committee in 1961 vvhich in turn initiated 3 project for tha
developm:nt of sm3ill units in backrard areas. In significant
contrast to tha carlier schemes whose intention
was focussed on village industry -- the Pilot ’rojects for
Villaje and Small Industry based in Community blocks, ind
th~ Int:nsiva Ar23s Scheme of thz Khadi and Village Industries
Commission =- the Rural Industrics Project (RIP) basad itself
on 2n 13rea with 2 population of 3 to 5 lakhs, and thus impli-
citly assumad the existenc: and grovth of fairly substaintial

commodity markets.l

Equally, if not more significantly, the R.I.P. 13id its
greatest stress on the initiation of new sm3all industrial units

in each projz:ct area. In fact, thoujyh verbil emphasis was laid

1. Government of India, Ministry of Community Deve-
lopmant and Cooperation, Regport of th: Studv Team
on Industrial Pilot Projzcts, (llaw Delhi, 1759).

Khadi and Village Industries Commission, Ewvaluition
Raport of the Intensive Ar :a Scheme, (Bombay, 1965).
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on the nesd to develop cooperativas for encouraging "tradi-
tional village industry", feference to the "limited davelop-
ment possibilities™ of these industriss shows that their
mantion had become a ritual. The fact that operationally
there was 13 marked change in approach was shown by the diff-
erencz in attitude to competition between largms scale units
and small scale units on the onz hand; and small scala units
and traditional industry on-the othar. While the Project
Repdrt spacifically mentioned the nzed to protect small
scale units from the competition of large units, the possible
:rivalry betwaeen the small units themseives, and traditional

village industry, was not mentioned.

It appears as if the approach to the_development of
small scale units was by this tims analogous to the strategy
l1aid down for the cotton textile industry almost ten years
.previously. As we have described at the bsginning of this
Chapter, the strategy consisted precisely of protectinqvthe
small capitalist sector from the large scale szctor; and the
hope, never clearly statad except in terms of "modernisation®,
. that all the precapitalist structures would aither avolve to
factory production, or die inban unobstrusive manner, without

causing political repercussions.
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VIiIi, 8 Conclusions

- —— G . D s T Y i -

This Chapter, which concludes the Part on the evclution
of policy towards small scale units, has 3 duil purposc. The
first, which it shares with the other Chapters in this Part,
is to show the way in which the accepted approach to smzll
units was initiallvy elaborited, and subsequently influenced
in its development, by the operation of the represantatives
of various socio-esconomic interests. Theses intarasts con-
sistad of elements such 3s the British capitalists:‘and big

and small capitalists, the middle class and rur=al craftsman

in India.

Th= represzntativas of theses interests varied in thair
nature vary greatly, from the more straightforward cases of
thes 5andhians in the case of rural craftsmen, to tha varvy
complax cise of the small capitalist stratum. Herz it was
the interaction between other interests, such as that bstween
th2 Indian and British big capitalists during th2 Sacond
World War, or the esducated middle class and Indian biqg
capitalists after independence, that provided the reprzsanta-

tion of the interests of this stratum.

In this Chapter, in particular, wz have shown the inter-
action between the interests of tha small capitalist stratum,
and the rurial craftsmesn, and have concluded at the stage where
th» former had secured a recognised position within the economic
dev:lopment strategy. In fact, not only had they done this,

but they had a3lso bocome, implicitly perhaps, the model cf
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organisition to which the rﬁral'craftsmenxvere to evolve.

In other words, the approach to small scila units by tha

and of the périod of our éonsideration, had bhrecome that of
support to small capitalist units, and a gen2ral AaccapPtance
that the traditional rural craftsmen would have to fznd for
themselves. Although financial assistance and marketing o
support continued to be axtended to fhe traditional prodpcer,
thesa amounted to social welfare measuras rather than being

steps towards the development of production in thes: industries.

These considerations bring us to the second purposae of
this Chaptar, which has bsen to analys= the logic of thea
measures to prombte small cipitialist units. The 3njlysis is
based on ths objectives 1laid out in the 1956 Industrial Policy
Resolution, and takes Placs within tha framéwork of the struc-
ture of production existing within the indﬁstriesxqe had
examined in Chapters III and IV. Taking this structurs into
account, it would appear.as thoush the measures thit were
proposed ware indiff2rent to thes actual state of 2volution of
small industries; in othar words, although the measures were
relevant to the requirsments of coﬁvertinq marchant capital
to industrial capital, and helping the evoluﬁion of the smallear
"karkhanedars" to capitalist industrialists, they were not
specifically designed for this purpose .alone. It appeared as
if the state was unconcernad about the source of the capital
embodied in the industrial unit, whethasr it came from the
tfansformation of money capital, or from brecapitalist accu-

mulation or finally, from the surpluses gen=rats3d in other

capitalist enterprisaes.
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This indifference to the source of the capital, and
th2 =mphasis that was placad in the initiation of naw
industrial units leads us to the major conclusion of this
Chapt=r: that ths objecctive of thz crzation of small scale
units was the extension of the home market in modern machinery,
r#w materials and of course, in factory made wage goods. It
is precisely this objective, which underlies the stated
objaectives mentioned in the Industrial Policy Rssolution,
which provides the link between the dev:a2lopment of capit=zlist
production in genz2ral, and ths encouraxjyement of small capi-

talists units.

It is with the understanding that we have gained in
this Chapter about the operationil logic of th2 smill
industries policy -~ positive support and proteaction to
smAall capitalist enterprise and benign neglect of the pre-
capitalist structures -- that we examine the data on this

subject in Chapter VIII and IX.

%% ek okk ok
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In Chapter VII, we had mentioned in passing that the
dominance of Gandhian thinking over_the Karva Committes
had led td 3 pPerspective favouring the traditional village
producer during th: Second Plan Period; and that this was
onz of tha last instanczs whnar:s Gandﬁiqn thinkinq‘had pPlayed
a'rols in influsncing the dirzction of industrial devzlopment

policy.

In fact, this is not absolutzly trua, f£or aftzr the 1977
Gannral Elections, the Janata Party came into paver with an
avor:dly Gandhian programme of dsvzlopment., Ona of thz mora
prominent of the leaders of the Janata Party was Charan Singh,
who headad the BLD br, broadly speaking, the rich pzasant
‘faction of thez party; and it was Charan Singh who, in his
book "India's Economic Policv : Tha Gandhian Blueprint® made
the most outspoken attack on the stratzagy of dasvalopment
initiated by thz Congress Party in accordancs with the

. . . . . R 1
NMehruvian version of "democratic socialism".

Charan 3ingh's gensral point was that unemplovment and
povarty, or what amountsd to ths social manifestations of
disturbing features of the Indian economy, were due to the

misconcaived nature of thz czconomic policizs followad during

1. Charan Singh, India's Bconomic Policv, (Vikas,
Nas Delhi : 1978).
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th> Nehru and Indira Gandhi periods. “hase policics, which
wer:2 2pitomised by the Scecond Five Year Plan, ware dus to

departuraes from 3andhizn thought:

In agro=ment with orthodox or traditionmil econo-
mists, howaver, in th: post-indapendznc2 2ra,
iizhru thought that hzavy capital inte:nsiv: indus-
trv 1231 to high2r nutvut and, tharz2forz, to highoar
national incom> or 3ross Matinnal Preoduct (GNP)
ani that poverty and un»molovment vill /sic?.take
car= of thomsalvos once 7> took care of GNP,

With 3 viar to achiesving fasta:r graovth cavital
was subsidisced nd administrativ: controls used
to acc:l:rite large scal:z capitial-intensive
inv2stmaent. Bmwoloyment was ralegatzd to the
backs:2t 235 by »product of the overall growth.
Wher 38, in our circumstances, it is cmploymant
that should have baen made the aim or target,
ind ov=2rall growth considered 3s its by-vroduct.

In cff:ct, the anti Nashru vizs amountad to 3 pl=21 for
the planning 2fforts to bz changz2d from that of an cmphisis

on thz grarth of outvut, to that of gravth of amployment

opportuniticzs.

In our cont:xt, what was particularlyv significant vwas
the distinction made for th: first time, in a manner which
impliz2d a contradiction between the two, of cottag: units

and smill sc3al: units:

The r=23l choice in our country is not so much
between large and small-scale industry, as
between paver driven industry (larg: and small)
on the one hand and cottage industry on the
othar. Only the latter can provide gainful
amploymant to th: millions in the wvillages who

1, Charan Singh, Op. Cit., »P». 83-934,

2. Charan Singh, Op. Cit., p. 85.
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are busy during the sowing and harv=sting seasons,
but ar= idle for th= rest of th2 yzar. The
‘colonial' relationship which has devaloped baet~
waen towvns and villages will disappsar only whan
consumar goods ranging from soap to cloth, are
both produczd and scld in villages.
A demarcating line will, tharefors, have to be
drawn betw2en cottage and small scalz industries
" too, th:2 latter being curbed or regulatzd in the
intarasts of the former.l
For there will bz no hirzad workers in cottage
industry and only a3 fav of them in small scals
industry.

The distinction between cottage and small scale units
vw1as therafore emphisised by preovosing thit priority be givan
to thevcottada units, over swmall scale unité in official
promofion programmeas. Itxvaé argu2d that whatever items
.couli be producad in cottage industry should b: prohibii-d
from manufacture both by small and larg:» scil: units; s>condly
what could not be made by cottagsz units but was possibl: to
manufiacturz in small units should o2 reszrved for tha: latter;
and finally, only those larg- scalw units, which manufactured
items which for technicil reasons had to be made in this
mannar, should bz licensad. Th: assumption herz was that tﬁe
cottage,smAll and. 1argae scale szaciors raprasanted 2 hiarnréhy
of incrzasing "capital intensitv?; and that previous Conyress

—
policy makers, in intentionally cncouraging large units, 2nd
probably unintaentionally confusing cottagz and small scal:
units, had not fully utilisad the employment generatiny

capacity of cottage units.

—— - — o ———

1. Charan Singh, Op. Cit., p. 110,

2. Charan Singh, Op. Cit., p. 109,



Th> fact that cottage units havz a lover "capital

intensity" than small scale units is, of courss, an important

point in 1 line of r.asoniry such 1s Charan Singh's, which
2mphasises 1 develorment strategy basz:d on th: maximisation
of cmploym:nt opportunitizs in a "capital scarce" 2conomy.

Howevaer, vinat is of arsat siqgrificanc: to us is that Charar
Singh himsclf actually distinguish3s betwoe:n cottage and

sm1ll Scal: units, on th:> basis of th2 use of solelvy family

l4bour and manual proc:sscs in the form:r type of unit. In
ar yuing for support to cott-ge units ther:fore, h=2 was a3rguil.
for protoction to th. traditional pr:capitilist producar

against th: competition of both larqge and smill scale c3pit-

list units. It was a clzarcut ‘initiative in favour of the

small commodity producers, ind tharefore 3 radical mova

1g3iinst th? prevailing logic of smill industri-~s policy that

w2 hav: described in Chapter VII,

Of cours:, in distinquishing batween cottayz and small

Scilz2 units on the basis of the use of family labour and

manual procassa2s in cottaga units, Charan Singh 3pp:-rcl co
be rzap2ating the point made by th:e Fiscal Commission in 1350,

As w2 have shown in Chapter VII, they raferrad to "household®

rath °r than 'cottage" units, but d:fin:d the former in 3 vary

similar way to Charan Singh. What made Charan Singh's initia-

tive in this r2gard of importance was claarlyv his position

within the Janata Party hisrarchy: and exvectations 7 :r: arousad

that changes in cconomic policy would take place along th:
t

linzs h2 had laid out.

d*kk kkk
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VIII, 1 Introduction

v

In Chapter VII, we had réached the conclusion that the
objectivas of small industries policy could be interpreted
to ba two-fold., Thasa were craation of a stratum of smail
capitalists, and the extension of the home market by the
encouragement of modern small scale units, essentially
capitalist in social organiSation; From both thess obisc-
tives folloved the logical conclusion that traditional
Precapitalist enterprises, under the pressure of capitalist

compatition, had either to "modernise" or to face 2xtinction.

In this Chaptesr, we are concernedxvith the effects of
“this policy on the precapitalist sector aé a whole., For

this purpose, it will be recallzsd that our discussion in
Chapter I had 1=d us to the conclusion that the process of
developmant of capitaiist r2lations of produqtion in an
industry was accompanied by the groving use of hired workers
in the industry: and, correspondiniyly, of a growing use of

- hiremd workers within distinct production units in th2 industry.
This proc=zss, in turn, implied the declinae of the householdv
Sector within the industry and ﬁhe growth of the non-household
sector, for thase szsctors wers dafined in relation to thz

predominant usa by the units in each sactor, of family vorkers
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and hired workars respectivaly. 2 bsi in Chaoter I,
thar=fors, identified the precapitalist sa2ctor with thoe
hous:hold sactor, nd wa propose tc do the sam2 in this

Chapter.

It is unfortunatcely not possibl: to hav: a breaskiorn
of the pr:capitalist structurzs into compon:nts such as
qrtisan and small commodity production. Th= r@:ason for this is
that no survays, comparabl: to the onzs on vhich our analysis
of Chapters IITI and IV is bas=2d, hav: becn undurtaksn at a
later period. Hawever, in the Appendix to this Chapter, we
provide an analysis of the economic structure of rural
crzftsman on the basis of the Third 111 India Debt and
Investmant 3urvey conductad by the Reserve Bark of India in

1971.

From the analysis of Chapter I, wo had determinzd thit
th: transition to dominanc: by units using a majoritv of
hirad libour, and thersfor> th2 transition to dominanc: by
caritalist units, had occurred as we would exp2ct, at =
varying level of the total number of workers emploved. This
had rang.:d from 5 to 10 workers de»eanding on tha spacific
industry and th2 type of technoloyy in usz. If,thsr:fore, we
take the upper limit as tha conservativ: dividing 1ins batweoen
capitalist and non capitalist units, then it would seam that
th2 concept of unregistercd units, d=fin=d by th2ir 2xcluvsion
from Factory Act regulation,would serve 1s an =van safer

distinquishinj principle. For the Factorias Aot is applicabla
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to units which employ mora than 10 workers with power, and
mor:= than 20 workaers without pow 2r; and units registered

under the Factories Act would clearly be capitalist.

“qually clearly, the household or pracapitalist sactor
would bz a subszt of thz set of unreqisteréd enterprises, and
th> question may be asked as to why we are examining thea
-unregistered enterprisss 3as 1 whole, rather than the»household
component of this. Thes reason for this is Simply that officiql
data is largely collacted and classifi=d according to adminis-
trative raquirements, and the closest official category to
-our conception of the precapitalist'sector is the unreqisgered

sactor,

For the unorganisad or:unregist;red manufacturing sector,
ex=1pt from the provisions df the 1248 Indian Factorias Act,
ther= are two sources of information which ar=s possiblzs bases
for the construction of tim= saries data. The first is the
N.tional Samplz Survey (NS3) studizs, which hav= be:on conitcted
at periodic intervals; and the sscond is basa2d on th: tableé
computed on thz data of the 1961 and 1971 Population Cunsus,

conductad by thz Consus Commission=2r of Indina.

G - oy - - — e we -

The NSS studies are, as the name suggasts, sample
surveys of the unregistered establishments which 1lie in
what is refearred to as the housahold sector. In this

spaecific context, the term household refers to establishments
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which are operat2d on 2 propri=mtory or partnership basis,

and ther:for:> oxecluds cooparative entarprises anl those

run on th: basis of joint stock companies.

Tha problem with the NS5 gtudies, as far 13 our puarposc
is conczarna2d, is that thev app:rar to be ori:nted essentiilly
tawards estimiting th: contribution of the unr=gistered s=ctor
towards national incoma. All the dat: ar» ores:nted in 3 form
from which 2stimat:s of thes:> kinds can b2 mii:; 3nd in fact,
th> report of onc of th=2 studins mentions spacifically that
the vrec:eding surveys should b> treated s succ:s8s8ive [Dpro-
ximations tovards obt-aining raliaible astimat~s of tha ~conomic
tzv2l of activity of this sector. Thus, for 2xiple, while
th2 crucial distinction batw :en family workers and hirad
workers has been rocognised at the data collzction stag:,
tha t-=bl=s in th: surveys providé mz2rzly th2 v - rag: numbar
of both types of workaers par entaervrisa. This may b of
value in estimating the total numbzar of familv and hired
workers in th2 unorgmnis~d sector as 3 whola2, but provides
no indication, for instance, of the spre23d of ths total number
of family workers, across =nterpriscs of differsnt size rang:s.
It is for this kind of ra2ason that we have been 3ble to make
only limited use of th: NSS studies on the basis of thz Table

discussed bz2low.

In Table VIITI.1 we giwve the numbers of hnusceholds cngagod
in manufacturing activity (either on 1 principil or a subsi-

diary basis) over the twenty ycear period of our concern. It
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appears from this Table that there was 3 very sharp drop in

the numbzr of houszholds engaged in manufacture batween th-
14th and 23rd rounds, that is, from 1958 to 1968, We should
mention in this connection that tha dafinition of manufacturing
houszhold chahged during this perind, from at leastlone day's
participation in such activity over tha previous'year to at
least 30 days (th néceSSarily consecutiv.:) warticipation,
relaxad in the case of seasonal indust;ies to at 1le ast fifteen

‘days participation.

TKBLP VIII.1

- —— — o s

DZVELOPMENT OF THE UNREGISTERED MANUFACTURING SECTOR 1073 i)ia
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NSS Number of Numbsar Avaraga
Round  Pariod of Survey Manufac- of Numbeir of
Numbar turing workars workers
‘ houszholds (13khs) per housa-
(1akhs) hold
7th Oct. 53 to March 54 98.86 126.42 1.28
8th July 54 to April 55 108.10 142.02 1.31
9th May 55 to Nov. 55 121.62 160.86 1.32
10th Dac. 55 to May 56 123,57 202.01 1.472
14th July 58 to Jun=z 59 134.56 173.18 1.29
23rd July 68 to June 69 85.51 139.16 ' 1.63
'2gth(a) July 74 to June 76 88,00 N.A. N.A,

Note: (a) Figure refers to the number of onterprise

rathar than houssholds. The numbar of hous

holds will clearly be lass than this flgurb,
Source:l. National Sample Survey Reports Numbers 43, 94, 205.

2. Sarvakshana, I (1977).
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dowover, the larg: decr2ase does not app:ar to bz
:xplicabl s pur:ly in terms of the d:finitional change.
Some 3:vidence for the visw that this repraes:nts an actual
dzclin? in industrial .cconomic activiti:s is provided by thez
1968 ropert its_1f. This shows that almost 64 pzr cznt of
thz Yousazholds 2ve:n in the rural areas had workad for atleest
15 days in th: previous month alon:, and that the sample
rural houszholds 15 a whole had workad for almost 17 days
on th: average during the przvious month. In other words,
it would not app:ar to be lik=ly that the decline in the
numb2r of manufacturing housesholds could b2 2xplained bv
arguinjy that units, whicnh by fhc previous definition could
be s33id to ba ‘activé“, had nav becoma "passive". On the
contriary, it secems that if 2 unit was not compl:taly defunct,
ciict 2t oparated for a fair number of days in thz y:ar, and
the definitional change, therefor:, would not have hzd cp.ra-

ticnil cons:aquances.

Table VIIZ.1 also sujgests that although therz is an3alo-
gous £all in 2mployment botween 1958 and 1968, it still remains
hiqher in 1968 than at the beginning of our r:ference pariod,
1954. This higher leovel of employment compared with the
£311 in th2 number of houscholds would sugiest that the
average size of the enterprise oparated by -2ach houszhold
would have incroased over this period, and this is alsco shawn

in ©aibl,y VIII.1, wher: w2 can sez thiat th: number of workers

per hous-zhold has incr:as:d from 1.28 in 17953 to 1.63 in 1968,
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Unfortunataly, wae have had to exclud: th2 figurss for 1974
which are pProbably biasad, and reducad, by the inclusion in
the survey raesults of figures for hous:2holds in trade,
transport and other non agricultural activities, which employ

nct mora than 5 workers.

In conclusion, we can say thiat the 20 year period under
study showed a marked docline in the number of’hOUSaholds
undartaking manufacturiﬁg activities. The fi~ures for amploy-
ment also shoved a sharp dacline from the lats 19503 peak
pariod, but did not f£all below the lev:2l in 1954: thus t%afe

was an increasa in the average numbar of workers per-houszhold.

Wz will attempt to provide further 2videnc: for these
.trends in ths next ssccion where wa examin: the data from
“the decennial population cansus which, as the term implies, is
1the only source of information on tha unregistered sector that

is available on a census basis.

ma

The Census has be

an held z2vaery ten years in India from

0]
A

€

18381, and is thereforz a3 major sourcz of data on long tarm
cconomic, demographic and social trends. As far as ths
economic data are concarned, these have been considerably
refired'conceptually, Particularly in the period following
indapendance., Howevar, we have not found the 1951 Census of

us: bacausz in this exercdisa, the ponulation was not classified
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Zrem the point of view of the cconomic systom as 3 whole,
but rathzer on th: basis of the individual. Thus 2ach indai-
viduil was plac:d in th: category of 3 s:1f supporting
person, an carning dopenda:nt or 71 non-:arning dependent.
Whil.: 2 s21f supporting person was on2 whosa income was at
l1zast sufficient to cover his or h2r ovn n2ads, an 23rning

( dependent raquir»d supplemantation of his incoma in order to
survivz, whil: 3 non-carning dep:ndent was oentirely thz

r :sponsibility of the jroup of s:1f supporting persons.

Th: s2cond kind of classification in th: 1951 census
was that batwaeen omplovers, 2mploy:2s, and singls or inda-
pend:nt workars. As the tzarms imply, 3n employ:r raquir:d
ona Or mor: zmploy:2s in order to undertake th» workX in hand
(2s oppos>d to tho rzalitionship between hous:holdars and
domastic servants, wher: the relationship was not 2ss-ntial
to the activitv in question); whil: an ind:p:nient worker

neither worked on anothar berson's account, nor did h: a2mnlov

anyone, exccpbt possibly on 2 very casual basis.

Unfortunataely, neither of these classifications is usaful
for our purpose, and the value of the data is further —witiated
by the complzte chang: in concepts which took place in the
1961 Census, 3nd which has fortunatzly bean folloved in a

substantiasl measure in the 1971 Census.

In 1361, the population was divided into two basic classes,
of workers and non workers. In th: case of rzxgular or

"orgnisad" employment, the criterion for classification as 3
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rorker was anployment on 2t lzast onz day in th: fortnight
previous to the cnumeration day; whilz: in the cise of
"unorganis=d” and scasonal occupations, the individual naeedad
to have had some regular work of more than one hour 3 day
throughout the greater part of the working season, in ordar
to be classified as a worker., It should be notad in this
context that supzrvision and direction of oth:r pPersons’

work was also treated as 'work™. Only thos: parsons who ware
not involved.in any =conomic activity as defined hera wera

traated as non workars,

In the 1961 classification, thar:fore, ths non-working
vopulation was treated essentially 2s a2 residual category
consisting of pansionszrs, land holdzars, tha very old and

the very vouny, and inmates of hospitals, mental institutions

qﬁd so on. In 1271, the two concepts of worker and non worker

wara considerably refined and placéd, SO to'speak on 1 par.
While the definition of a worker remained almost the same,
exc2pt that the'réference period was reduced in the case of
regular work in the organis=d sector from a fortnight to a
week prior to enumeration, Persons such as students, housew ives
and so on wera now classified as non workers. In the cases
where such parsons helped, in household enterprises, retail
trade and agricultural operations in addition to their normal
"non sconomic" activity, this was recorded as their secondary

activity through a separate quastion in the census form,
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The sacond innovation of tha 1961 census, ~1sSo c=rried
ovar to 1971, was tle distinction mad= ka2tween workars in
housahold 2nterprises, and those in non-household enterorises.
Por th: Census, a housshold enterpriss {ind it is inportant
to bear in mind ths difference between this definition and

th2 I'SS definition given =2arlier) was d=7ined separataly for
the urban and th= rural areas. In both airzas, 3 household
ant2rprise wis on=2 in vhich tha head of the hous:hoid and/or
other family members wer: actively engaged, with marginal
contribution from hired workers, Hovever, while in the rural
arcas, the enterprise could be located anywher2 in the villane
in _-e@stion, in the urban areas the :ntarvris=2 had, in orda:r
to be classified as ~ household one, to lie in the sama

"census housz2" as that occupi:d by the "c2nsus hous-:held!

in question,

It is malds clzar in the accompanviny notas to th2 Tansus
tible, th7t the locat’onal criterion was basically an identi-
fication machinism to halp th2 census enum::rators to identify
and distinguish a hous=hold enterprise. For it was f21t that
whil:: in the rural ar :as, active involvem nt of family works:rs
could taike Place :ven if the vnt=rprise was not adjacant to
thz living quarters of the family, this was 3 ra:quir=zment in
the urban areas, if £-n1ily ma2mbers wer= to attend to boch

hous~hold 3n3l industy’ a3l duti:s.

Beforz considaring the relevant datiy on tnis subject,

it is necessary to rafer to several controversizss ragarding



he

t observad daclines

4

of workaers betwesn the census.

f2ll particularly drastically over this period:

this rzason we intend to confine our attention to

work force. Here, too, we shall find 2 decline

cipation rates, and wa shall discuss the relative

of statistical and ~conomic reasons for thesn

and

in participation rat=s and in the number

Female participation rates

for

the malz

in the parti-

ralevanca

declines.

TABLE VIILI. 2
MALE WORKBE3 IN HCOUSBEIIOLD BNTHRRPRIZES IN INDIA
1961 - 1971
Total Numbzr of Workers X % of Viorkers who_are
‘ X DS
X Bmploye:s X Others
pe—— - -— — - A mw e e e - - -— . X.‘- - -— - — — — — - — - -—— -— -— —
1961 58,64,222 9,72 90.28
1971 50,211,251 8.22 91.78
Source: (1) Cansus of India, 1961, Volums 1, Part
II-B(i) General Beonomic Tables, Table
R B-IV Part A. (Registrar Gaen=zral, New
Dzlhi : 1965).
(2) Census of India, 1971, Sgri=ss 1, Part II-
B(iii) S-neral Econom;c Tables, Table 3-1V
Part B (Registrar 5=neral, New Delhi:1977).

- — - — - — > " s -

1. Report on resurvey on Econcmic Questions

- o

- Soma

raesults, Census of India 1971, Serics 1,
laneous Studies, Paper 1 of 1974.
General, New Delhi:1974) .

Miscel-
(Ragistrar
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From Table VIII.2, we can se= that there was a vervy
larg: £111l in the number of mal: workars in HHS between
1961 3nd 1971. The fioure fell from 53.64 1lakhs to 50.21
lakhs, or 3lmost 8.5 lakhs over the ten vaar Deriod. Almost
the :mntirz loss of workers is ~ccount:d for bv th2 loss of
familyv workars and "ocmployers'", which tojyether constitute
tha cateqory of "othar workers", in th2 rural areas, though

we have not included this detail in the Tabla.

It docs not seem likzaly that this loss could bz duz
antirely, or 2v=n principallv, to definitional chinges in
the concept of the workar., For in 1971, the notion of the
"non workar', whose subsidiary occupation consisted of work
in hous:hold enterPrisss, should have capturad most of the
persons included within the loaser 1761 d:finition. Haowovear,
we find relativelv faor persons in this cat:goryv, vhich implices
that there has boeen an actual destruction of work opportunitics

in HHE,

Official covidence also tends to supvort this lin. of
reasoning. Immadiatzlv aftzr the 1271 Census results wara
tabulat2d, it was decided to undartaks 31 smill sample stirvey
of hous :holds in order t» detarminz th: axt:nt to wvhich the
conca2ptuil chang: in the definition of 3 workar had bean ras-
ponsibl> both for tha dacline in participation ratios, snd in

the absolut: numb2r of xvorkers.l For our purposz, it is

1. R2port on Resurvey on Economic Questions - Some
results.
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sufficiént tp note that the adjustcd figures, with the 1971
conecept taken as the more satisfactory ong, shoved 3 decline
of abot 14 lakhs in the "other worker® category of ﬁhe~mqle
ruril workforce. The "othar worker" category consisted of
alix&orkers other than those engagyed in cultivation and in
3gricultﬁfql labour. If we now =xaming the unadjusted fidures
for thz workforce includedx&ithin tha "other workar" datagory,
we f£ind that these unadjustéd figqures show 3n increase batwve:n
1961 and 1971Ain all s2ctors of sconomic activitv except house--
hold industry, “Yothoer services®, 1nd thz combined sactors of
livestock, forestry, fishing, hunting 2tc., and mininq 1nd;
quarrving. - While the figure for "other ssrvicaes™ falls by
about 16.5 lakhs on a 1961 bass of 35 lakhs, or about 20.per
cent, that for hous:z=hold industry £alls by 8.75 1akhs on a
1961 base of 46.4 1akhs, amdunting to a dacline of 12 per
cent.  Finally, in the livestock, and mining and qﬁarrying
group there is 1 decline of 13,5 1ikhs on 1 base of 49 lakhs
or almost 28 per cent. Thase orders of unadjusted declin~

ar2 not likely to be reversad by tho adjustments,'andxve may
tharefore take it that the declins in the adjusted figures
referraed to a little 2arlier is due to actual decrzass in

the workforece both in housshold industries and in thz other
sectors mentionz3d. On balance, tharafore, we would conclude
Ehat there has kaen 1 real and very substantial £2ll in

household employmant,
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Returniny in this manner to household industrv and to
Table VIII.?2 we would also point out that the dscline in
familv labour is matthad by an equal £al®l in hired labour,
so thit the percantages of 2ach kini of labour remain almost
the same. (Familv libour accounts €or 71.78 p2r cent of the
total com»>ir=d to 20.28 per c2nt in ths z2arlier period).

As the decline in th» numbzr oI "emcloyecs" cannot be duz to
definiriongl changs (because thay vvare assumed in both cansus

to b> full time) = mus<t assum= that this proportionate decline
in both family and hir:d workzrs in the houszhold sactor pro-
vidas furthar 2videnc: o7 an actual destruction of th=2 opsra-

tions of some of thesa units.

VIII. 4 Conclusions

The major conclusions about th2 :2€fects of the Small
Industries Policy must wait for the discussion, in Chabter
IX, of the develobments in thes csmitalist or non hous<ehold
sz2cbor. Howev:er, the significanc: of the data presented in
this Chapter for our on7yoing argument is 521f evident.
Whather the £all in th: mals employm:nt in th: housshold
sector is exactly 3 lakhs batwesn 1961 and 1971, and whoether
the numb:r of households involved in unragister~d manufacturing
activity fell by precisely 10 l1akhs betwean 1954 and 1274 is
not really importaint. What is important are the orders of
maynitude of these decliness in ~2conomic activity in household

or Pr2—-capitalist manufacturea.



Of coursa, the purposa of.the policy makers as w= see
it was not the senseless destruction of hcousshold enterpfises,
but rather tha encoutagement,of capitalist enterprises, or
at least of thoss that used up to date manufacturing techniques.
It is in this connection that the data specifically mencionzd
at th=z end of Section VIII.3 ar=s of relevance. This shavad
that the proportion of familv labour in HHE increas=d m{rgi—
nally over th= 1961-1271 decads by 1.5 per caznt. The r=inforce-
mant of the "housshold" nature of this categorv ofventerprisas
could be dus to onz or both of twvo economilc procéSSes, The
'first is that of the initially "more capitalist" of thase
enterprises advancing, and being transferred, to the fulliv
capitalist and non houszhold catagory: and the second is the

injection of new types O0f houschold enterpriss into ths 2conomy.

We would argus that the statistical data that we have
discussed shows both these processss at work; and it is thea
analysis of Chapter IX which will provide som=2 avidencsa for

this hypothesis.

dNW kKK
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ASSETS WO LIAZILIVIAS OF RURAL CRAFYT HCUSEDHO D3, 1971--72
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Althoujh th: houszhold manufasturiny soctor hid declined
substantially by thae cearly 1270s, it was still 3 larg: =2rmplo
in absolut: t:rms. It is thzarefor: » pits thit no analvitical
studi2s are av:ilabl: of this sector vvhich would 3llow us to
examine the dev:looments taking place as a consequzanc=2 of tha
caPitalist dovolopment strategyv. Th=: survev thit comaes closast
to metiny our requirements in this rzspect is the Third ALl
India Debt and Invastmoent 3urvev conductzd by th2 Rasarva
Bank of Indiz in 12731-72. ®vaen here the purposes for which
th2 survey wias conducted mik> the data as pras:a:ntad rathaer

thin in terms of our concarn for structural anilvsis.

The 1971-72 Survey was 1lso the first of ths: sarizs to
provide some data on rural craft households as a category
distinct to the othasr rural non cultivator houscholds. Th~»
catagorv of rural craft hous:holds was defined as thos:
housasholds ithich had l1=23s than 0,005 acras of operational
land holdinys, Ind derived the major portion of thair income

from crafts.

The Surveyv estimated the total number of rural home- Rol s
at 770 1lakhs of which non cultivator housczholds numberad
212.65 13khs. Rural craft houszholds numbered 18.68 13khs,

or 2.4 p=2r ca:nt of all rural houszhoclds.
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TABLE VIIT, 3

A G e 9 e €8 s a — ha

DISTRIBUTION OF RURAL HOUSEHCLDS BY 5IZE OF ASSETS

- — . D s > - n W e SHR gpe P e eus e GOl MRS UM mam A6 g e G M e e i et S s e —

S L B il T T o e = = e = = -
t 1 3 s 1
] Cultivators : Agricultural | Craftsman Others : All
' ‘ Labourers H ' , i © Houszholds
Asset Grewp :"' - - - - "'"l_ - - 7T - - - ": """" 1= - = "; - - - - = - ;" 74 gl "o{" - -
(ps.) P % of 1 % v % of % 1% of 1 % ¢ %6 0f | % | iogg - of
i house- i of i housz 1 of 1 housz2- 1+ of | house- of ' holds  assets
i+ holds , asscts 1 holds [assets ;holds ;assets, holds | assets | me
0 o O T
Upto 500 2.0 - 44,2 8.9 23.3 2.5 26.3 1.1 11.3 G.2
500 - 1000 3.7 0.2 24.7 15.2 18.5 5.3  15.5 2.3 8.4 0.5
1000 - 2500 12.8 1,5 21.1 28,3 30.7 20.2 23,1 7.9 15.5 2.3
2500 - 5000 18.2 4.6 6.9 20.7 16.3 23.7 14.9 11.3 - le.1 5,2I
5000 - 10000 o23.1 11.4 2.3 13.7 8.1 22.9 9.9 14,7 18.3 11,7
Above 10000 40.2 82.3 0.8 13.3 3.1 24.8 10.3 62.7 30.4 8C.1
Total of all 100.0 100.0 100.0 100.0 100.0 160,0 100.0 100.0 100.0 100,0
assat groups ‘ .
source: All India l.:bt and Investment Survey (1971-72), Assets of Rural Houssholds as on June 30
1971, (R3I, Bombay : 1976). . =’
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4882t Jrounvs (Ms.)
\3S:t Upto 500- 1000- 2-00- 5000- 1000 =and otal of 111
500 1000 2500 5000 10000 abov s3nt group
L and A 0.4 1.1 5.2 12.2 17.1 34.4 6.6
B - 3 43 253 577 3613 215
C 0.2 0.4 2.7 7.3 18.6 19.2 9.0
faple- A 639.0 73.3 31.7 85.7 1.3 7.7 80,2
mants & .
MAachin- B 43 83 143 218 455 1671 194
2r7
) Cc 16.4 11.1 2.1 6.3 h.3 3.9 3.2
W11 . 98.9 100.0 100.0 100.0 100.0 100.0 13,7
382215
b 260 747 1569 3477 6692 13801 2381

Pota: (a) Pfota) assets refor to the vialue of vacant hous: sites, buildinngs,
livesntock, durabl: houschold goods, €inanciail asssts and dues
racoivable, in addition to th: two stat:d itoems.

(b) Y = Perc:ntage of houszholds reporting ownershin of issots.
8 - average value per houschold in Rupeoss
C - Proportion of th2 viluc of this assat to th2 valu: of
211l assets ovned by the group.

Sourgszs Table 3.8 in 111-India Debt and Investmznt Survey (1271-72),
Assats of Rural Housesholds as on June 30, 1971, (2sl, sombav:ia7al
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Tablz VIII.3 shows the distribution of assat holdings
amongst different groups of rural houszholds. As can bs
sean, the craft houscholds lay, broadly speaking, between
agricultural labourers on the one hand, 3nd cultivators on
the other. In terms of numbars, the distribution of craft
households ovear the asset ranges has th2 same proportions

as tha "other™ non cultivator group.

Tablzs VIII.4 gives the breakdovn of assets of_craft
housaholds with different ranges of total asssts, e have
given details of the distribution of two types of phvsical
1ss2ts, namely, land and machinery and implemants. It must
b2 said that the use of the word "machinery" is claarly
inappropriate in 2 conktoext where 2ven the w=2althiest of
craftsman, with total assets of Value grezater than rs, 10000
ovn implements and "machinery" of averays value of %.167i,
We may tharefore take it that the instruments of production

in thoses houszholds take th=a form of hand tools.

The proportion of houscholds owning tools risss from
69 per cent among the poorest, to almost 100 pP=2r cant amongst
the richest. On the other hand, almost 20 per cent of the
houscholds do not owvn any implemants at all. If, ther=afore,
the bulk of their income still comes from craftwork, they
must be working with tools owned by othar households; In
other words some concaentration of ovnership of the inscewani’s
o~ prodﬁction, or of differentiation of the braftsmeh hags -

taksn place.
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Horever, what is int~resting is that the wealthier craft
nhous=holds are not wealthier b=cavs= thev ar= in o7narship o«
a gra2ater mass of impl~ments, but bz2cause thev own suostantially
mor= land. Thn wvalues of *tonls as 3 Droportion of total assets
falls from 1A.4 p=r cent (monts the Doorest, to 6.3 per cent
amon yst th» 2.2500-5000 vroups, risiny again to 8.7 Per c=nt
amonjyst the richest. This is 3 sliyhtlvy jreater proportion
than the averaje for 311 craft hnus=holds, of 8.2 par cent.
Cn the contrarv, the promortionat= value of the land owvned
ris=s sharnlv and contimicusly, and for th= group as a whole

accounts for 9.0 p2r cant of the ass=ts.

Thus the craft houszholids are differentiatel far mor=2
sharply on tha basis of the land that thev own, rather than
on th2 wvalue of the instrumsnts of vdroduction. This conclusion
is also suppofted.by the data on land ov'nershio smonagst the
non cultivator households considered as a grou» as shown in

Table VIII.S.

TABLI VIII. 5

DISTRIBUTICL. Or HCL. CULTIVATOR HOUSEHCLDS BY SIZE OF Gitan LAMD

— o o — - — - i S ————— — g T p —— — G - ———

= et e e e we s e mm am am e em em e et am am mm e e e e wm e e em e eem

Size oL land_ owned in acres

- s e e . - e e e s e mm ae e e

Mil 0.01 =~ 0.50 - 2.50 - Above
N .50 2.50 5.00 5.C0
Percentag= of 28.3 62.7 4.7 1.9 2.4

hous=holds

R - T T T e

Source: Table 1.4 in ill India D=bt and Irvestment
Survey (1971-72) -Assets of Rural Households
as on June 30, 1771, (R3I, Bombay:1971).
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Table VIII.5 shavs that 91,0 per cent of the non culti-
Qator houssholds ovnaed less than half an acre: and only 19
1akh hous=holds, or 9.0 ver cent, o/ned more thah half an
acre., Although the Table doss not show iﬁ, of this 12 lakh
non cultivator households vvhich ovnad more than half an acre,
only 1 lakh were craft households. In other words, of the
total of 18.68 lakh craft households in the rural ar=as as a

whole, 17.68 lakhs cwvned less than half an acre.

Further light is thrown on the processes at work in
craft houszholds by the data of Table VIII.6, which gives
the bréakdavn of the cash d=bts incurred by the housecholds.
Cash dabts themsslves accounted for 98.3 per cent of the
agjregate ert of P5.53.60 crorssg, and so we ars justified in

ignoring the kind componsnt.

Althouyh the bulk of the cash debt is incurred on house-
hold expenditure (64 per cent), showing that the curvent
income of craft houssholds as a group is.insufficient Lo
meet this expenditure, it is of great importancs to nots that
almost 23 ver cent bf the debt is for production purposes.

>12,9 rer cent of the production ekpenditure is on bapiﬁal
expenditure on "non farm" business or amounts to invastment,
while only 1.4 per cént consiszts of capital expsnditures on

"farm businsss'.

In other words, w= can concluds that while some craft

households lzase out land (by definition they have. less chaa

®

0.005 acres of operational holding),. and therefors ar
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r2ntizar hous=holds, whatezvar invastmant dors take place is

in thz sphar: of non farm activity. WVhothar this repres:ants
investmant in manufacture, or in th: otha2r svthearesof non Zarm
activity is unfortunately not clear from the survey; but what
is important is that although somzs housenolds undertaking
cratts may ba adricultural r=nti=rs, th=yv do not avp=23r to

invest still! further in 1land.

TABLS VIITI.L6

SRIAKDOVI! OF CAS T DIBTS LNHICURRED ZY CRAMT HOUSEHOLDS

. — w SE A N W T e o T D o P ot S # TR o @ g e ew e T eme e e e e

Purpos= Percantay: of total
1. Capital and current exPan- 2.8

diture on farm business

2. Capital and currant expen- 19.9
ditur> on non farm
hbusiness 0000 cdemmmme | e
22,7
3. llousz2hold esxpenditure 64.0
Total Consumption expenditure 77.3
Srand Total 100.00

—— s o S

- e wm e e es e wm e wE am em e omm s e mh e em e e e am e em e Gm s e

Sourcz: All India Drbt and Investment Survay (1971-72),
Indebtedness of Rural Houssholds as on June 30,
1971, and ywailability of Institutional Finance,
(RRI, Bombay : 1977), p. 77.
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From the survéy we'méy therefora concluds that during
tha aarly41970ﬁ'thete ware roughlv 18% lakhs rural craft
houszholds,. the bulk ofﬁvhom avned n23yligible land. Diff;r—
entiation- had taken placz among the hous>holds toltheiextent
that 20_p§r cent of them were no longer in ovnership of =van
simpl= instruments of production; and presumably thesa housa-

holds worked in somz form of capitalist centerpriss run by

othar houszholds,

Differentiation on the basis of thh”the area, and the
value, of the land'dvnedxvés éven mor=2 marked than on the
basis of the instruments of production avned by the craft
houszholds. Haowaver, it appeared as if even the minority
of houszholds who owned more than half an acres of land,
leaszd this out, and investad any surblus they might hav~e

ganarated into "non farm" activities,

Sk kkikx
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CHANGES IN THE STRUCTURZ OF INDUSTRY
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In Chapter VIII, we had shown that theres had been a
marked decline in the fijurss of male employment in the
houseshold or pre~-capitalist sector during the 1961 to 1971
decade. itthile we had taken this decline to be an index
of the decline in economic activity of this sector, we had
pointed out that official policv was not directed, in our
view, at the destruction of the household sector. Its
concern, as we had analysed in some detail in Chapter VII,
was rather with the encouragement of what amounted to the
capitalist or non household sector of small scile units, and
the extension of the home market by the encourajsment of the
use of moilern means of production in small scale units as a

whole.

1

In this Chapter, we shall look at the 3ata that are
available with reference to these major concerns of small
industries policy. The next three sections are concerned with
evaluating the grasth of small capitalist enterprises. We
shall start by examining, in the first section, the growth of
the capitalist sector as a whole by makinjy use of census data
on the non household sector. In the next section, we shall
break dovn this capitalist or non household sector into the
registered factor sector, and the unregister~d sector, and see
har these two components of the capitalist sector have devalnnr

over the 1961 to 1971 decade.



299

In the fourth section, we will confine our attention
to the registered factory sector of capitalist enterprises:
and shall make use of the categories of small, medium and
big capitalist strata developed in Chapter II, to analyse-
the changes in proportions of thes~ strata over thé wenty

yvear period from 1954 to 1974,

Finally, in the fifth section, we will provide some:dat~v
again based on the population cznsus, on the use of differe:
energy sources in the unregistered sector as a whole. Our
:purpose in ignoring the distinction between capitalist and
Pre-capitalist enterprises in this section is preciselv
.because our understanding of the small industries policy in
Lthis respact is that its concern was for the encOuraqement

of "modernity" .in small scale units as a whole.

IX,2 The Growth of NWon Household Enterprises

Gt EE Gl A s W e - o ov o — et Dt gt T L T e T s S case S

In Table IX.1, we give the total number of male workars
in non household (n HHE) enterprises, broken down by the
'employer, employee, and single worker classification which
ﬁad béen introduced in the 1951 Census. In both 1961 and
1971, a further subdivision into family workers was mads, in
parallel\d&th the distinction between household and non house:
hold enterprises, and the table also gives the relevant figu:

for this class of workers.
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TASLE IX.1

- - — -

THE

- S Y W) S AL e M R v e - o Ao

NON HOUSEFP

5D SLCTOR

fw e et e

e e e e e - o= - = - = = ) C e -
1 % of woriiers who ate
t 7 = ) 3
Total number) Emplo- | Faplo- ' Single | Fawily
of workers | y=2rs . y2es [worKers; Vork-rs
_____ I R e - S
1961 71,84,857 4,96 63.45 21.05 4.83
1971 98,51, 735 4.31 70.15 21.66 3.39
Source: Census of India 1961 Volums . Pa:t. 7 ) _Cener el

Econonic Tables

Tablz B-IV Part A and B-IV Par: B

(Quegic ar Gznral

Nez Delhi : 1965)
Census of India 1971 Series 1 Par®t i - iii) G:nera’
Zconomic Tables. Tables B-IV Parte i o
(P=2gistrar General, New Delhi r 1¢7%
We find a very large increass in =h= 22 "~v f vockars
from the Table, numbering 27 lakhs. What is fiitera2sting nerz

is that inspite of this large increases in
th~ proportions of the different kinds of

little.

the rywmczsr of werkers,

work .rs has chiangzd

The changes that have occurrzd can mos* Drobably bc

explain=d to bz the r=sults of the processns w= hai dismiss~4d

in Chaptars I and II.

and with it, the grorth of "emplovers" on

the procz2sses of conc:niration and centralisi.i-n

leading to a dzclin: in th= proportion of

increase in the proportion of employees.

o G

the crceation of capitaiict enterp ises,

1y cr= hand; anrd

cnplovers and an

z th=2r,
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It .is not, unfortunatzly, possible on the basis of
Table IX,1 alone to go any further in isol;tinq‘tﬁe proces-
ses at work within the capitalist ssctor as axvhole. Dis--
.Aaggregation of the capiﬁalist ssctor into the strata ws had
postulatad in Chaptar II is also mads difficult bv the fact
that the data in terms of sconomic indices such - as fixed
caPital and output are available for. the registered factory
s2ctor alone. It is for this reason that in Section IX.3
which follows, wa briefly consider the changing proportions
of workers in the unregistared and raagistered factory s:cﬁﬁ';
of non houszhold or cabitalist entarprise, and then proceéd

in Section IX.4 to analvse the r=gistered factory sector.

e v g

IX.3 Grosth of the Unrzyistered Hon Household Enterpris~s

-

Tithin the capitalist sactor itsalf, measuring zccnomic
activity of differesnt groups of entarpriss in terms of tho
share of workers is clearly unsatisfactory. Within capitalist
ant2rprises the organic composition of capital will obviously
vary gra2atly:; and tha level of =z2conomic acti?ié& of an entér«
Prise can even increasa: 2t the same time that th- Varfable'
capital fund decreasss in absolutz terms. In other words,
th~= number of workars may f£2ll =ven though th2 output of tﬁa

entarprise is rising.

Having mads this proviso, there is still some interast in
examining the ways in which ths share of the work force bestrean
the registered and unragistasred componants of capitalist entor-

pris2 has changasd. Such a comparison, for instance, gives us
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YICRKERS IN TH.Z2 REGISTERZID AND UNRZGISTERED COMPONFENTS

. o - . " B g St SAD gy i - i e s S A e 7 " v

OF NOk HOUSEHOLD OR CAPITALI ST ENTIRPLISE

S ey MR S gy St Ot T e . G0 S M e S S G S ot e

1361 1271
1. 111 workz2rs in non 79,75, 3%4 1,07,16,838
hous:zhold anterpriss=s
2. Workzars in registered 39,18, 095 5C,82,964
factori=s
3. Workars in unregistarad 40,57, 299 545, 33,874

sector

4, Vorkers in tha2 unregis-
cera2d sector to ail 50.87 52,57
workers in non housshold
enterprises (%)

- o e ep e R R e aem  em wt e Em AW s g e em e e e e e mm e we aee e

Sourct: (1) Government of India, 'ilinistry of Labnur,
Zmploymant anid Rehabilitation, Liabour Bureasu:,
Statistics of Factorias 1360 and 1961. (7i.° .,
1965), Table 5.1(D).

(2) overnmant of India, llinistry of Labour, Labour
3ureau, St tlSt‘CS of Factoriz2s 1971 n3 1272,
(Chandigarh, 1973), Tabl: 2. 1(a).

(3) C:onsus of Indii 1961, Volume I Part II-B({)
General Economic Tables, Tabie B-1V Pact C, ’
Tﬁéjistrar Granz2ral, Now D3LP1 : 1365) .

(4) Census of India 1771, Seri-os 1 Part Ii-3{iii)
Gineral BEconomic Tables, Appeandix to Taple B-1V
Part A, (Registrar General, New Delhi : 1977).

an id2q of the distribution of tha wvariiblz capital fuald
across th: &ro scectors; and in th» absence of actu2l data ~m
this point, a comparison of th: proportions of thz work forc:

is of walua.
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Table IX,2 shows that the unrzgistera2d sactor has not
only incrzas=d in its number of workars (mals and female)
in ébsolute terms, but also its relative shars of vorkers in
~the capit;list s:ctor as a whole. 73iven that the distin;tion
beatw=2n ragisterad aﬁd‘unregistefeé ente%priées is made on
thz basis of th= work force; and that the unregistered units
arz smaller in thess terms by dzfinition,’ this would imply a
faster rate of growth of th: unr=gistered s=ctor as comparad

to the registered sector,

Hovevar, although the proportion of workers in the
unraegisterad sector as a whole increas:s ovar thes dzcade in
quastion, there could bes axpacted to be variationsjbetdee:
individual industries. As Tabl: IX,3 shovs, thera have ba2n

markad variations in the proportion in diffesrant industrizs.

In Tabla.IX°3, we give the proportions of.-workars iﬁ
tha unregistered sactor to the total non houéahold s=ctor
in 37 industry groups at th= thres digit leval of classifi-
cation, Th=se 37 groups ware chosan on the basis that thers
was strict comparaility batween the industry as defined in
the two census:; and also betwzen th: 1961 Csnsus i3nd the
Labour Bureau classification, €for during this period the

Labour Buresau us=d its ovn industrial-classification,
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rj:‘. QULE _‘;X @ 3

CHANAS3 In THIE PROPORTIOLS Of WORKERS I THSE

oy . o TR A 01 8 AS I e Gem TR es WPl e ewe wm e W e o
e o o . S G W R A i wn P A mm G oA e e

WORKER S IW THS HOW HOUSIHCLD S5ECTOR
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%

Industl:(zsl@ roup 1961 1571 Indusigzrl(sroup
200 64.53 51.45 204
201 30.60 21.74 206
202 64.33 27.20 207
2C4 96.84 91,38 * 2c0

{ 203
205 84.71 80.28 205
206 80.03 72,12 201
207 30.31 29,72 211
208 12.43 22.C2 210
209 ) 98.73 44.10 § 207
216 ) { 519
215 53.31 79.20 215
218 23.18 24.C7 213
220 76.45 91,70 226
221 ) 57.28 34,19 227
222 )
240 70.69 58.12 250
250 32,07 0.00 2490
273 ) 96.96 95.78 ( 254

" e am e wm  aw M mm e e s ml mm o e s o wa e et ek em e e e e v e



1961 % 1971

Industry Group 1961 1971 Industry Group

277 : 80,81 96,17 268

280 76.09  54.08 271

281 90,33 93.52 276

310 60,07 64.15 290

311 94.75 88.11 291

320 67.99 40.84 300

331 57.37 45.74 312

334 39.31 46.47 317

338 53.59 33.27 208

340 " 80.10 72.49 320

360 68,07 - 12.84 ( 230

( 331

372 28.34 63.08 357

382 ) 74.59 18.30 ( 374

383 ) - ( 375-

384 29,36 51,27 392

385 95.95 25.33 376

388 99,07 100.00 394

390 44,14 21.02 381

392 ) 98.69 97.11 { 382

393 ) ( 383

( 393

394 100,00 100,00 386

395 73.37 47.00 337

396 81.99 82.16 385
Sources: 1. Census of India 1961, Volume 1 Part IT-RB(i)
General Zceoncmic Tablaes, Tabls B-IV Part C,

(Registrar Gazneral, HNew Delhi : 1965).
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2. C.rous of India 1971, peri:s 1 Part II-8(iii)
33n3ral Sconomic Tables, Avpandix to Table 3-1V

t A, (Registr-r Senaral, Uw Delhi, 1977).

3. Governm:nt of India, Ministrv of Labour and
Tmplovment, Labowr Sur-iu, Indian Labour Statis-
tics, 1964 (Simla, 1361).

- —

1. Uovzrnmant of India, Ministry of Labour, Labour
2ureau, Indian Labour Statistics 1375, (Chandigarh,
1375) .

Out of th 37 inAdustry groups, 25 shar 1 daclin= in thoa
proportion of workars in th» unragister-d s-actor, while 12
shaw an incrz2as:. If wve iivide the industrv jroups inta 3
rumb>r of class~s, @ach r»*pr2s2nting 3 ranys of parcantagn
point incrz2is: or Jacr.eas» of th: unragistar=¢ non housechoid

compon :nt, then som=2 further analvsis of the broad process=s

und2riray may be done.

In Table IX.4 we haive diviled the industrv groups into
twn sejmancs, depa:ndiny on whethar thoere vwas an incrzass o

-

decra23s2 in th2 unrzgister2d non hous=hold componant. Thes

(

sagments are thon furthzar brokzn dovn into sub-segmants, based

on rang=23 of the 3ctual parcentayn Doint chanjge of this compo-

1

O £

b

nent. Th: sub-se yments covar changes of upto 4,5 to 9, ¢
19, and 20 and above, parcentay> points. As can ba s2on, thes
distribution of industrv .jroups across thes~ sub-szqgments is

diffarent in the case of increasss or dacreas=2s in the unreqgis--

tared non houszhold componnnt.

tthile thre= industry roubs out of 12 hav: s=22n an increasc

of over 20 pzrcantage points in this componznt, as many as 12

M

out of Z5 have szen an :qguivalant, 1f not jraater decr=i3sa.
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Correspondingly, the proportion of industry groups showing
3 moderate to small ingrease is much lass than the proportion

shoring a moderate to small dzcreass.

s o

In terms of our discussion in the latter half of Chapter I.
it is poésible to identify three broad process=s which could,
in cowbination, lead to th= results we have obtainad in the
Taklz, The first of th=s: consists of chang=s in the dominant
fdrms of.thé social organisation of production i.e., changes
from commoiity production to capitalist cooperation, manufactur:
and faétorv production., The second comprise chang=ss in the
techniqﬁes used; the us~ of hand tools, of hand operated
machinery, and of vpovar driven machinerv. Includad in this
would also be thz changes in the number of manufacturing
processes taking place within ona maﬁufacturing unit i.2.,
the process of increasing spscialisation in sp=mcific parts of
the overall manufacturinq.system ("ancillarisation").1 The
third process, which i3 not organic to capitalist deve;opment,
is the ressponse of the owners of the manufacturing units to

legislation governing their operation.2 Central to this are

R ma U D D e > ) . i T e

1. Cf. Frances Stawart Tachnology and Underdevelopment
(Macmillan, London:17277), pp. 3-10, and 3 J Prais
Tha Evolution of 3iant Firms in Britain (University
Prass, Cambridje:z 1976), especially Chapter 3.

2, It could, of coursa, be arguad that legislation and
govarnmant policies in general are aspects of the
operation of the S5tat=, and that they esvolve out
of the specific requirem2nts engendered by socio-
gconcmic and political development during any given
historical pariod. . In this sense, policizs can be
seen grow Organically from tha pProcsagses of capitalist
devalopment, and so do thes responsss of capitalists.




National Industrial Nam:
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of Industry

Classification Code
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215 Manufacturs of

357 Manmufacture of

non-household

—— e - . - o .

Ic>

tachine Tools, th=i-

parts and acc=ssories

392 Repairs of motor vzhicles and moinr
cveles
10-13 percantag: points
21C “1anufactur~s of Hvdrogenated oils,

vanisoati, Sha22 otce.

2568 ttamuf ~rctur: of

226 Hanufacturz of

" s s i et s Bl - s -

5-3 percentaje points

317 Manufacture of

h

213 Coff2: curing,

276 rarnvfacture of
fi:tur:s

coir and coir Doodiu b

bidi

match:s

roasting aind grinding

wvooden furniture and

230 Tanniny, currying, finishin7y, embossi- o
nd japanring of l2athar.

385 Hanufaictur: of sports ind athletic qgozd-

394 kepair of bicvelas ind cycle-ricksh-ire
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National Tndustrial Name of Industry
Glassification Code

Industries uhowlnq 3 descrease in the non—houSQhold

e ek em s e e e = - - v n a W - - e 270 o e o
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207 Produetion of indigsnous suqgar, boora,
khandsari, quretc, from sugar cane,
ralm juic=.

209/14/19 Manufactur2 of cocoia, chocolate and
sugar confectionary, cashew ne2t proces-
sing 1like drying, shelling, roasting etc.

227 Manufacture of cigar, cigarettss,
cheroots and ciggrette tobacco.

240 : Wool clzaning, baling and pressing.

271 Saring and “planing of wool (othar than
plywood)

300 Tyr:z and Tuba industries

208 Production of common salt

330/31 Iron Aa
for casP

K.:1 industri=s/foundrins
g and forging iron and steel
374775 Manufacturz of motor vzhicles and
parts/manuficturs of motor cyclas
and scooters

376 Manufactur: of bicvele 3, cycle rickshws
and parts !

381 ' Manufacturs of phothtapﬁic and optical
goods (excluding photo-chemicals, sen-
sitised paper and film)

382/83/93 Manufacture ofwzatches and clocks/
: - manufacturs of jawellery and ralated
1rt1cl°s/r4pﬁ1ro of watch, clock and
jawallery.

387 Manufacturz of stationery articles liks
fountain pens, pPencils, pans, pin
cushions, tans =tc.



Patioral Industrial
Classification Code

204

250

312

- —— ", > w "—t - —— e

201

320

205

211

264765

386

310

Grain mill products

Jutz2 and mesta pressing ani
baling

lianutactura of Daints, wvarnisines
and lacaquers

rlanufacture and refining of sugar
(vacuum pan sugir factories)

Slaughteriny, pr=aparation and
preservaticn of ieat/canninvy
Preservinjy and processing of fish
crustacean and similar foods.

Manufacture 5f dairy products

Manufacture of footirear (excluding
ramair) except vylcanised or mcuic
ruoner or tlastic footiear.

" ~ufacture of structural clay
d cts

B
314~

. -y
-

ilanufacture of Dakery Products

ilanufacture of other =dible oils
and fats e.g. mustard oil,
groun Inut oil, til oil.

Manufactur~ of all tvoes OF
taxtiles garments including
vearing appearesl

Manufacture of musical instrumenc’
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the 2ffacts,of the Factories Act, applidabls to anvy unit

whos=z zmploymant size put it in the “registered" sector:

the criterion dz2fininy a "small scale unit” which was opera-
tional at any Jivzan time; and laws affecting taxation and other
financial asp=cts of the préfitqbility of the unit.1 Geherally,
the effects of lagislativs measurss, or rather, of attempts to
evade legislation, woull bz to kzep the "wvisible” Size of a

unit Talow the relavant thrzshold at which ths legislation

becomes oparativa.,

———— ey ———  ——— " g i S

1. As we had demonstratzd in Chapter II, the State
app=ars to racognise the distinction bstween
medium small and medium largs businesss in tarms
of tha separate formulation of the Indian Partner-
ships Act, and the Indian Companies Act. However,
no dyvhanic view o0f the Dproblems of conversion from
a Partnership to a private limited company appaars
to be taksn. Although bevond a certain scale of
turnovar, thars are substantizl advantages in terms
of incomes tax liabilities in favour of convarsion,
the wealth tax implications are often prohibitive,

Ind=ed, this legal hurdle is Yerhaps on=2 of the
rzasons for the formation of groups of relativalv
small firms and companies., Medium small capital

in the form of a Partnarship floats a private
limited company which is run in parallel with th=
partnarship. ®ach unit, under thasz circumstances,
may ba of a size smaller than a registered factory.

Seea, Government of India, Ministry of Industrial
Devzlopment, Report of the Committee on Taxation
of Small Scale Industries (mimeographed),. (1972).
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Based on our analysis of thz zvolution of an industrial
cipitnl, discusss=d in Chaptar I, we can conclude that the
s0cial organisation of production could b: generally sxpectad
to evolv=, with increasing division of labour, and th= replace..
mant of hand tcols by machinery. Hovaver, it was possible to
have thz sime social organisation at tvo or more lav:ls of
t:chnology (us=231 in tha: narros sens2 of the non-hufin comoo-
nants of the vroduction procazss). Smill commoiity production
1nd capitalist cooparation in th= hanlloom and poverloom
industry provide =ax=msles of this Dhanom»na. Hencs, it is

not g2nerally tru: that tachnological aivince will 1aad to

d

incrz2asing sizes of work force in th: znt-rpriss.

¥Thil> therefors, w2 could 2xp2ct that both evolution
in th: social form of organisation, and t=chnological chang=,
might 12ad to increas . in th~ work forecz, "ancillarisation"
Proc:sses ind £he resi.onsas to legislative measur:s might lz2ad

=

. 1 . S
to ravirse rasults. o 2xplain the increase or d:creass O

h

the unraegistarad non housshold componznt w2 would ne:d, thara-

-

for a, to :>xamine ths shecific Ycombination of wrocass=2:5" a3t

. . 2 .
work in 23ch industry. Unfortunately, thar2 are only 3 varv

— —— — o —— — -

1. We hav:, of coursz, assumad that ths demand for the
coamodities produced by an industry is 1iksly to
show 3 szcular rise. In the c¢-s: of thosz commodi-
tiz=s which fac? a s2cular d=clin: in demnand w2
should add thz pProczss of intensifi-=4d competition
within the industry. In this process, the units
with 1253 power, - in terms of access to credit, to
r® miterials and to marksting outlets i.e., tha
smallor units, ar= likely to succunb first,

?. This question is further complicatad by th: "“commer-
ciil orientation” of most of the units in thsz
unraegistered s:ctor. Most sm2ll industrialists

tend to expend considarable effort on the
purchasiny ani mark:ting asp2cts of thqir conitd..



313

faw studiss, and thuis: of a limited rahge ot indu:trl>”
which dozs not allow us to unravel the strands of the pro-
ces32s at work and provids an axplanation, at a statisfactory

level of concratenza2ss, of thasz trends.

Thus, it appears plausible that "Manufacturs of ice”
(215), “lanufacture of Machinaz Tools, their parts and access-
ori=g® (357), and "Repair of Motor v@ﬁiClBS and Motorcvcles!
(392} should all shaw a nigh percentéga point increasz in
terms of the processses describad above. Hovever it is
unclear'why,xvith a larga =ncillary ccmponant, ”Méﬁufacture
of Motor Vahicles and Parts™ and "Manufacturs of Motorcv"Wmo
and Scooters" (3307331), should show 3 sharp decline on tha
same index.’ Similarly,whil= it is unders$tandable that tha
coir (268) and bidi (226) industrizs should grow Proportion-’

tzly in the unragisterad non-houscshold sacter, it is difficult
\

“entaereris:s and tand to expsnd n=agligible
2ffort on the Production aspscts of their
antarprises. Rather than applying their
2nargiss to ra:ducing th=z costs of production,
thev 3apply thelr ensrgies to reducing trade
margins on purch-asad inputs and to gaining
control of thz marketing chann=1s for their
products.

J H Van der Ve=n “A Study of Small Industries in
Gujarat State, India" Occasional Paper No.65,
Employment and Incoma Distribution Projsct, Dapart-
ment of Agricultural Zconomics, Cornzll University,
1973, p.38.

1. A8 Van der Veen points out, most studias concerning
small entarprisss consider the "commercial orienta-
tion” of the industrialists to ha2 inappropriate
They concantratz, therefors, on questions of capital”/
labour ratios, capacity utilisation, and returns to
investment, even though thers mav be sound economic
reasons for the industrialist to adopt the commercial
orizantation. :

Sj’»}_e' an der: ‘\/-J::H Opo Cltﬂl pp 37—52°

2. Se2 *Automobils Industry: Position and Prospacts®
Statz Bank of India lMonthly Reviaw XX(1981), 9 and 10C.
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to uni:rstand vhy "Satiny and Flaning of vood” (271, nd
00l eleaniny, balinc and pr:ssiny' (240) should hava

declined.l A5 w have mentionod, stitigfactory 2xplanations
for th2s: rasults vvoull r:quirs det1il:d survzys nd analysis
Oof thn: structural featur2s of each industry at tha ralavant

. 2
points of time, and th:s: are g2nerally not availablea.

13> can now turn to 1 considoration of the ragistsred
factory scctor of cipitalist »:nt:rprise.

> K P Kannan 'Coir Industry: Implications of
2C ﬂoloqlc 1 Chang:", Bcoonomic and Political

2Xlv XTI (1976), 40, and "Coir Industry", Samachar
Baceroun@;gg I (1476) 14.

ilso .1 ilohandas "=22di Yorkers of Karila: Conlitions
of Lif: and ‘"ork”™ ZIconomic 3nd Politicil W=akly XV
(1780), 36.

2. 3tudi:3 which rreovid: som: wvaluabl: structural dat=
include:

(i) “L.athzer Inaustry: Position ind Prospacis"
'1git= Bink of Indii llonthly Rovizr £X(1981)
3 and 4.

(ii) K T Achava ™ackling th: 2dibl> Oil Famina"
Zconomic and folitical llzekly X(1975), 13.

(iii) 3 Chandras:Xharan and i7 T Achayi "Profil: of
Indian Vegetablz 0il Industry "Economic and
Political Waockly, XV (1980), 8 and 9.

(iv) "Report of th: Study Group on Financiny of
Cashew Industrv®, Reszrve Bank of Indis

-

Bulletin XX{VII (13737, 5.

(v) “Gur and W\h-ndsari" Commerce LXXV (1972), 3215

(vi) U 'lalpagam "Labour in 3mall Industry: Cise of
Export Sarme:nt Industrv in Madras "Economic
and Politic 1 leaklv XVI (1381), 48,
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X.4 The CGrovth of Capitalist Strata in thz Rejis

= o am o <70 - o - -

te:ed

- i o o

Sactor

——— -

On ths basis of the r:asoning sét out in thz first two
Chaptzrs, we ara in a vosition iﬁ which tha concépt of the
small industrial capitalist cﬁn e rigorously defined. Thé
dzfinition, which takess into. account the dynamics of the
growth process within the capitilist aconomy, bases itself
on Marx's conc:pt of th: individual industrial capital; and
on the proczsses within thz economy which, on th= on: hind
g=nerate such capit-1s, and those to which it is subject

consaquent to its formation, on tha other.

Vie Qefe, in this*&ay, abie to demonséerat= that thas grosth
of propristorships employing mora than 5 workars would bs an
indax of th2 grovth (both absolut= and ralativae to other
strata) of the small capitalist; anJ also to sugg=ast that
partnarships and private limited companies roprasi:nted the
mode of operation of 5ﬂo substrata of the medium ¢apitalist --

th:z medium small and medium big.

It now remains tb 2stimate the stranjyth of thase strata,
and theif qrdﬂth 6r deéline realative to each other over th=
period of plahnedvaconomic devalovmant, For'this.purpose wa
nzad suitably aggregatad data, broken dawn by ownership/orga-
nisational typs, of fixed andxvdrkinq capital, employment,

output, valuz added and so on.
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for the :~rlisr Pe-iod, tro s:riss of dita arz awvallaol o,
th: Consus of Indian Manufactures (CGiI;, and the Sampl: Survay
o7 Manufacturing Industry (8S3MI). Th: CMI series runs from
1946 to 1958, whilz SSMI started in 1349 in rasvons: to the
data r>quirsm:nts of th2: National Incédme Cotmitte=, and 1lso
conclud=d in 1258; both scrizs v :rs 3malyamitad and ren-amed
tn: annual surv:y of Industri:s (ASI) from 1759, and this

s:riz2s continues to th. pras:nt dav.

Data for th: CI.T v is collz2ctad under the Collzaction of
Statistics Act of 1342, and concern-:d itself vith units
ryistered under szction 231 of thae 1934 Indian Facteori:s
Act, th-at is, thos: units using pow:r which zmploayad 20 or
mor: workars on anv vorking day. Th: g»oyrivhic covzarag: of
C1I 3ls0 varizd 1 great dzal in ths 2arlisr v2ariod, and s:ems
to hav: stabilisad only bv th: end of th: Wirst Pive Yaar Pl-n,
On the oth2r hand, whil: the 1949 and 1350 survs-s undar I°MT
wer2> confin2d to units ragister:>d under saction 2 j of the
1934 Aect, from 1951, th: coveray: was wider and includ:d units
undar both s2ction 2 m (i) and 2 m (ii) of th=: 1948 F-ctories
Act., Th:se Sactions r:f€:rred rzsPectivilv to units with »ow e
armnloviny mor: than 10 vvorkars, and without vower zmwloring

mor: than 20 vvorkzrs on nv worXing dav.

"hile the cov:rage of SSMI is much wider than of CHiI,
th: former restricts its attention to broad iggr:gatas of
data nd dons not provid: braakdarns of th:s: 13jyra2gates bv

avnership/orgyanisational typ:, vhich th~ lattsr Jdo:s from
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1954>bﬁwétdso 1954 is also a convanient base data for the
r~ason that data for the non pdwered organiséd sagtor
(Ssction 2 m (ii) units), which are not available at all in
the CMI serizs, is availabl: on an upto data bisis in the
SSHMT survay for that yéar, .As it is convénient to eXamine
thase two typeé of units separately, we shall do so in tha

paragraphs belov.,

2 m (ii} units “Manufactories"

Althbuqh 38MI provides figures for thess units sgpara-
tzlv from thosz of 2 m (i} units, ther> is no breakdosn bv -
organisational/oﬂne:ship type, Horawvar, on tha basis of
our undarstandiny of tho compulsions leading ¥O centralisation
of capitals( w2 had hypothesised that thzare would ba vrry faw
cases Of what is =ssantinlly hand tool basad production
requiring ¢apital investment of 3 size nacessitating the
joint stock company form of orgainisation (e2ither privatz or
public limited COmpany). In other words, our hypothesis was
£hat All 2 m (ii) uﬁits could b= taken to be operatiny sither

as Dropristorships, Partnarships or cooparatives.

To test this hypoth:asis; w2 axaminsd data for Madfaé
state in 1954. Madras had a large propertion of the total
units of this tvbe in th2 country (1386 units ot of 4227 and
60720 workers out of 2 total of 268513)., On examination’we-
found a negligable numbar of 37 units (25 limited companias:
and 12 cooperativas) employing a total of 1153 workers, which

wara run on the basis of a limited companv. Wo havae tharsfore
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icc:ct2d the hysochaesis that dita Zor 2 m (ii) units mav be
ta¥an to raprasant data for propri:torshivs and »irtnershiDds, .
i.:. for s=ill and mzdium small cavitalists; w: hiva, unfor-
tunat:ly, not boan able to dit:rmin: 2 maethod for 3 further

br :akdaoin of thas: dati, and havae for 31l furthar work consi-

di:red partnoarships and Jropristorshivs together.

2 m (i) units "Factorias®

Data for units mplcyingjy mor: than 20 workaers ar:> aviil-
bl with broikdorns for ovnzarship type, in thz2 1954 CIL.
Unfortunat:17, the data ar: availabl: only for the 2?2 industry
yroups wvhich C'I survayzd, W~ hive thorofor: had t? make tro
imoortant ssumptions. Firstlyv that th: darcent-ge distri-
bution kb2tw:an the various organisational forms 3s givan in
C:I 3ata may b. appli:d to SSII data for 2 m (i) saection
whica cov:cs, it may b: raecallsad, units :mploving more than
10 work:rs. The raesult of this assumption is thit tha propor-
tion of provri:torships/partnarships may be unizestited; for
it is reasonibl: to a3zsum: tha: th:te would hava becn 3 much
hiyh.r >roportion of th:s: in th2 10-13 :mployment siz:2 class,
whicn C4I diakta inor s, than th: corporat: form of crganisation,
s:condly, wo assume thit the distributior. of organisaiational
tyo:s across the 29 ClI industry jroups will also b2 true
icross 38MI's 63 industry jrours. Unfortunat:lv it is not
vos3sibl: to assoss :vin the diraction of the bias introducad
by this assumption for th: 35MI's owvn in~lysis of the discra-
manai s bebron its o'n, and th» C1I figurzs, dozs not 3llos

-

: ~ s i
for anv aXercise of this tyvoa,

1. Soveirnment of Indi-, Cabinzt S:cratariat, liaticnal
Sampl: Survev, 170,28, (Delhi, 1960), p. 9.

2
L
e
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Ns! approximatiOnﬁve have had to make is to take the
fixed caoital as in 1925%; th= reason for this was that the
published 3SMI revort for 1954 doss not mention figutns for

fixed capital.

On the basis of thess assumptions we have estimated the
strength of ths various strata in terms of fixed capital,
output, valuz addzl, and worksrs smploved, for 1954, for the

organised sector registersd under the Factories Act.

For thzs current period, thes exasrcise presents no diffi-

-

culty. The AST has been producing consolidated estimates
(for thz census and sample sectors) with a breakdorn by orga-
nisationai typs and we hsve mer=lv reproduced the data. On
the basis of data Tor 1954 and the current period, sasveral
conclusions may be dravn about the for%unes of diffzarent

strata according to examination of diffesrent indices as given

in Table IX,.5.

The proportion of fixed capital accountadrfor by big
capitalists (SC) has gone up by 6 percantage pointé, that of
small and medium small capitalists (SiSC) marginally by 0.7
psrcentage points, ths daclinz baing accounted for 57 a sharp

fall in medium big (¥BC) Capitalists of 6.7 percentage points.

Hadeve;, in terms of output, whils the SMSC group has
remained about ths same (increase of 1 percentage point) the
M3C group has grown by 2.5 and thz BC declined by 3.5 percen-

tage points. In other words, while for SM3C, a 0.7 percantage
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CHANG 25 I DS SWLWRGUETD C CAPTITAL LY STRATA 1754-1974

. S P min A G et W GED 4B TR WML SrD SAD g emm A R G M Mt e IR A M S 4 ews AR GAS W G G M e e e T e

- ew em Em am mE e em we M mm ee wa me W R mm e wm en we em mr e me e m am e ek ew e ma e wm we e wm e =

[P L. . T T P S = - - e ek e mm e e wm  em aE e e  am e,

Stratum Fixed Capital Output Vilue added lorkers
1954 1974 1954 1974 1354 1974 1954 1974
1. Small and medium 8.9 9.6 21.0 22.0 10.4 12.7 17.8 29.8
small
2. Medium big 18.5 11.7 13,7 16.2 11.3 15.0 2.3 18.2
3. Big 72.6 78.6 65.3 61.8 78.4 72.3 71.0C 51.9
TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

- s me am e e e em R e mem MR mm e W am s e A e e e B e e mm R s e e e e e e me WP am  am et ew e

Notz: (a) 1774 figures for workers refers to all omployoas

(b) The concepts of Fixed capital, output and value
added arc defined in the relevant CMI and AST
reports.
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point increase in.share of fixed capit=l is accompanied by

a 1 percesntage point increasa_in sharz of output, for BC, a
6 pearcentage point rise in share of fixed capital is accom-
pani=d by 3 3.5 percentagz point fall in ths share of output.
Turning to employment, w2 sea that tha shafe_Of workars
employ=2d by tha BC group decreased by 20 percentags points,
while that of the SISC increased by 10 peECentagé points,
Thus the marginal 1 Percantage point increas= in output in
the S!MSC sector was brought about by a 10 psrecentage point
increasz in the work force, while in the BC ClaSStthe 3.5
Parcentags point fall in sharz of output accompanied a very
substantial fall percantags vointwise ofxﬂérkers eﬁployed.
Some further indication of thesa processes is given by the
proportions of value addzd., As can be seen the 10 pesrcantags
point. incrzasa inXJorkforcevemployed by SiMSC paralleled a
2.3 percentags point increase in share of vilue added:; thas
graowth of shére of wages which form a component of value
aéded must have beanvstiil less. On the oth=r hand tha 20
percentage point declins in share of workers gmplbyed by 3C
had bean accompanizd by only a quarter of this dzclins in

terms of value added.

Tha general conclusion we may draw is that while in terms
of fixed capital, output or valus added, tha= proportions betweea:
tha three strata have not chang=d much, thoers Hqs been a major
shift in terms of the work fores, with fully half of thes manu-
facturing employment nov locat=d in unitsvoperated by the SM5C

and I1BC strata., It is also worth »mphasising that inspits of
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ths varvy substintial investment in th: public s:etor "haavy”
industri:s, th: sh-r2 of fix=d cipital has not changed
apPprz2ciably in f-vour of the MBC or 3BC strata. This would
imply thak tht absolute str:ngth of th2 5iGC stratum has
incr:ased by thz same provortion as the tio larger strata,
which is cartainly n impressiv: increass in fixed capital,

outvut and vialuz added.

IX.5 Th= Graosth 9? Mod:rn Small Sczlg Units

—— - ——— S — - —————

As e had point=cd out in th: introduction to this
Chaptar, our concurn in chis S=z2ction is with th: growth
of modarn small scal: units w8 a1 whol:. For w~ bzlizv:
that 131s £ar s th: aim 0of 7Ionerating th2 markzt for mod-:rn
maeans of oroducticn vras concarned, tharz2 vras no specific

2mONasis on :ncouragingy caPitalist onterpris:s.

vorever, it is obvicusly of inter:st to see the zff:cts
that this 1im had both on the vrecapitalist :ntPdrises, and
on th: sm3ll rnd medium small cavitillist 2ntarprisazs definzd
in torms of th  c-tegori:s of Chanters I and II, For this
purposs, w2 shall look 3t another szt of diata, th: C=nsus
»stablishmant tables. ~wever, b:for> w= beyin discussion
of the daty, it is neecassary to be clear about th2 limitations
of th~ :stablishm:nt taklas, ani for trhis purvosz wa will

first d:scrib: th: context of th= data collection axercissz.



W
N
-

Th: Indian Cénsud iz a B8 stage op=f£ation; with the
identification and numbetihg f "Consus houses® taking place
about a yeafbefézg the actual populatién count: TEadition-
ally, th; ragister of cansus houses has served the adninis-
trativé task of ensuring complets efimeration of th: population
without the dangsr of double counting, and for this r2ason,
the definition of a cansus house was left to be dacided by
the various State 3Suparintendents of Census Operations. This
was f2lt nec=assary because ths variations in census houses
ovar th2 country was felt to ba so gr=at as to make a uniforlm

d:finition impossibles in meaningful tarms.

It was therafore anoth:r innovation of the 1961 Cansus,
that a uniform "houselist® was prepar2d on an all India ©asis,
and data collzcted specifically on ehterprises 2ngaged in
manufacturz. Tha data ware conczxrned with thé numbar of
_persons_employed, the_type of fu:l or motiva mechanism in
use, and tho tyo digit industry group into which the enter-

Pris: Fell,

In th2 1271 establishmant tablés, the distinction bhot-
ween hous :hold and non-houschoid anterpriss worker, which

had bae=n introduced in the 1961 C:nsus, was extend=d to the

establishments themscelves, It was on the basis of this s=t
of tablas that w: h=d, in fact, d:v:loped the criterion for
capitalist enterprisis in Chapter I, and we shall use the

i 4

data from the 1971 tabl2s in this Section.
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Intor—-t mdoril conparisons berw22n 12351 anl 1971 are
Mouavar not possibl: on thn biasis of the estahlishmenkt tables.
In 1571, vrovision w=as mad: f“or th: inclusion of s>»asonal
snt2roris:s 2v:a i they had not ba::n in odzration during
th.- we:kx pr.vious to crumaration (this pariod was cowmnen to
hoth cansus) by th: oxtension of th: refernce p2riod to the
"last working s -ason” in such casas. Unfortunat:lv, this
scrovision 3pp2irs te have bazcom: 3 looshol- 1:23diny ta the
cnumearation of many d:funct units whos: "last working s.:ason’

was in th2 distant past.

darever, for our present purposz:s th: 1971 data ar: of
som: us: for w2 3r: inte@rested in knovinjy ths oxtent to which
modern units hav: bocov: Tart of thz structur: of potzniial
A=2mand for modern maeans O©f production. a2 ar-:, tharafors,
not rimarily concerned with the cusstion of c-wacity utili-
satior in the active units, or whethzr the units v2re ctive
at 111l. Of cours ., v admit that »ven for this »urvpos: the
numbz2r of worliers in units usiny diff:rant motive mechanisms
is not th. most significant inda:x, but tharz is no othor

dir:ct ind:x for units cmploving loss than 10 worke rs.

The r2ason for taikino an upper linit of 10 workars is
to 2nzomMassg tot’i Procapitilist ~ntarprises, nd the smalloar
capit-list enterprise:s. In fact, in ta:rms of legal organisa-
tional forms, DPartn=rshins and propriz2torships rpr:s-2nting
sm3all and madiuvm sm:ll <apital, dominitz in th> belos 20

aloyme:nt size class.
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Tabls IX.6 showsvtha number of workers in all antear-
prls 5 employiny lessA“hqn levork rs, bquan dawn v thea
eherqy sourcsa ﬁsed in the unit. It seems that even in sﬁch
small units ther~ ars 2 large number of workzrs in units
usinq'the'mdre modern anafgy sourcas, alaetricity and liquid
' fuel thouvyh, of coursz, in terms of employment, the manual

unlts domlnat,.

— e e - S e

WUMBER OF WORKERSG IN ENTERPRISES EMPLOYING LE33 THAN

————— v Eten e A e 2% s S i S Se S S R e e S S e IV s P A Ry e o o

10 WORWERS BY SCURCE OF MOEIV ENERGY, 1971

—— - — - -

Humber of workers in units
whos=2 motive mechanisms make

Electricity B - - =
Licgquid Solid Othar Manual
Puaels Fuels Sources of 1labour
Power
8,58,731 1,82, 085 9,61,911 1,54,853 45, 44,534

Notas: a) Solid fuel refars to Coal, wood, nd
Dagnassa

b) 'Other' sources of paver refer to wind -
and water mills,bullock powver, and so on.

Source: l. Census of India 1971, Series 1 Part ITII-3(i)
Establishmant Tﬁ“las, ‘Table & 11 Part C
(Registrar ensral, New Dalhi, 1976) .

2. Census of India 1971 Scries 1 Part ITI-B(ii,.
Establishment Tablaq, Tablz B II Part B '
(Registrar Genaral, New Delhi, 1978)
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o

2 conclucl: this Chavter by considzriny th: point as

to whathor the win proc:sses of the declinz of th: pre-
capitilist s:ctor, nd th: ris: of the cavitalist s=ctor,
had bzen taking place iyrithin th2 mor - backvyvard Darts of the
country. “hnis is an imcortant point, for as we had pointad
out in Chapt:r VII, th:re had beoan conca:rn sbout devaloming
industrv in th:s2 kackr'ard arzas, and the 2£0f:cts of both
official 2ttamdts towards industrial dava:lovment, and of tha
normal procisst:s of capitalist deva:lopmant, arae worthy of

study in this r:soect.

Tha official pproach, vhich had stabilis=d by th: late
1760s, advocat:d the devalopmant of nir smill scile urits in
the dosignatzd bockward ar:as. l.og th: point about nar small
sc-~le units is that th v 7:neraliv makae use of ralatively
upto-dit: ta:chnology, -nd modern kinds of :ncrgy sourc:s; and
1s Tabls: IX.7 shors, ave:n in th: cas~ of units —-mploving less
than 10 workers, the units which mak: us: of mod-rn »:mergy
sourc:s s::m much mora closcly issociited vrith non hous:hold

or cavitalist forms of social organisation.
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TO WORKERS IN ALL ENTRRPRISHS
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, Entarprises whos: motive mechiniswms maka
e s use of
Siz= of the T T
Bnterprisa Electri~ Liguid Solid Cther- Manual
city Fucls Fuels sourcas Procas-
of powar C o828
1 parson 80.50 46,13  29.24 15,71 30.75
2=~4 Darsons 86,42 73.49 36,14 20,67 33.45
5.-9 parsons 23,45 87,65 72.60 58,09 ) 44.29
All BEnter- ; X
priszs with. aa - : . e
lBSSth'ﬂn (.J8977 88003 441: l.J. . 20.84 - 354-0.3
10 workers

Notas: a) Solid fuzl refars to coal, wood and bagasse.
"Other" sources of pover includs wind - and
water-mills,

Sources:1l. Cansus of India 1371, 3aries 1 Part ITII-B (i)
Gstablishment Tables, Table B IT, Part C,

(Registrar Gensral, New Dolhi : 1976)

2. Census of Indi~ 1971, Scries 1 Part ITI-B (ii)

Zstablishmant Tables, Table E IT Part B

(R gistrar ‘3manezral, Naw Delhi : 1978).

Tha results of these processes can be examined on the
basis of Tables I¥.8 and IX.9. V> confine oursslvas for the
purpos:s of thasz tables to the rural arsas, as defined by the

P

Census, and shov the chang:s in Table IX.3 in the proportions



328

of hmus:hold and non houe:hold :ntsrprisss using difizrent

Enirgy 30urc:s in vairious size classaes of embloyme:nt.

TasLE IX.8

. - - —p ———

STRY CTURE CF M QTUFAWCULRIIG UNITS - 1971 RURAL

e e - = - of Unibks using  _ _ _ _ - - - -
Eluctri- Liguid Selid Other Itanual Total
citv Funl Fual fuel
1 Person
Hr Units 1.3 2.9 14,5 7.5 73.8 10C.0
NHd Units 11.9 8.2 12,1 4.5 63.2 100.C

2-4 Darsons

HH Units 1.8 1.7 15.7 2.8 78.0 100.0
WHH Units 13.3 13.2 14.3 1.4 51.9 100.0

5-3 pPersons

HH "nits 2.8 1.0 16,2 1.4 78.5 100.0
HH Units 18.4 5.5 32.8 1.1 42.2 100.0

10-~19 P:rsons(j

H: Units Y -- -— - -—— 10040 100.0
NHE Tnits  21.1 4.8 32.1 1.0 10.0 100.0

Sovrec2s Census of India 1371 Serins I
fart I7I-8(1i) Table B-IT Part C
Part ITI-s3(ii) 2able B-II Part 3
Establishmanc ™abl:es (Ragistrar Banacal,
D21hi:1976).

ot (2) Units smployiny 10 or mor: workars and
usiny porer ar: liable for ragistration
uniz:r th: Tactori:s Act. Th> Csnsus his
troated all sveh units, by definition, as
irY units,
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In Table IX,Q, w2 have chosen oniy thos= industry groups
whare tha 1761 and 1971 ihdustrial classifiéation was
strictly comparable. The 43 industry groups which are consi=
derad ware prapared by amilgimating thg‘ieié§éht fiqﬁteé for
70 grOups,émhich accounted'foz 90 pat cznt df.hous@hoid
snterpriss empldymant in 1961; whiles the lﬁﬁi fiquifes racuiraed
th> consolidation of 50 groups, and 3180 accébntzd for noarly
20 per c:nt of hous~hold empioymant, In fact(all 3 digit
industr? ﬁréupé wﬁich had wore than 10 000 workars in eithoer

census, and which ware comparable, war: considered.

Tha resglts of the calculations shaov that in the ovoer-
wha2lminy numbzr of industries, the declinzs in hous:hold emplov-
ment is matched by an increass in non houschold amploymant, e
amphasise that thesc proportions are taken of workers in tha
industry as a whole, nnd the results aré ﬁot tharefor: an
automatic rzsult of tha 3bsolute declinz of household énter—
pris:2 workars seen in Chapter VIII, In other words, capitalist
entorprisas are coming up in tha rural arcas, even'thoﬁqh ghey
may not match th2 rate of dzcline iﬁ precapitaliS£ antarpriszs;

and rural manufacturing smployment a3s a whole may be daclining.

Wﬁat grezatly 2dds to the significancn of thaese figurss is
that th~ Cznsus transferé areas from thz "rural" to the "urban®
catagory if th: lzvel of mals non agricultural smplovmant rate
2xca:ds 1 sct proportion. Thus many of the more advanced "rural”
ar:2as, as.defined in th: 1961 Cansus, might have bacome urban
by 13971, leaving th:, remaining "rural® arsas even morz deplatad
of non 2gricultural emplovment. If in spit: of this definitional
change, capitalist entarprises ar: incr=asiny in stroangth, then
aven the mora vaclward of the rufal areas must be "devaloping®

to 3 certain axtant,
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1961 vorkars to
industry tntil
Sroup
1961 1771
(1) (2) (3)
20C 33.12 23.97
202 53.6° 39,28
207 65.85 42,50
220 51.42 :3.55
2131 73,27 65.96
235 10,7 73.16
260 53.45 50.00
262 )
263 )
264 )
273 ) 43.81 44,76
278 )
232 10.58 12.56
282 55.74 583.68
2873 85.08 58,31
284 ) 53.96 53.19
289 )
310 56.83 1280
311 77.25 51.01
340 19,63 16.03
350C 93.44 87.41
369 556,89 51.46
205 20.43 14,87
206 61,80 22.31

. of rural
rous:held
vorkars to
cot 3l
1751 1371
(1) (5)
27,50 19,48
6%.32 28.47
53.39 356.60
33.95 34.93
56.45 16,28
6..396 50.05
20,31 172,17
3 .87 31.43
31.40 21.48
53.82 51,17
83.09 65,11%
57.66 23,52
57.51 35.94
6'.77 46.82
15.76 13.01
8t.37 77,70
51.01 12.76
7.32 6,44
50.15 14,85

15.71

17.71
17.22

7.62
15.97

10.42
S.11
52.06
3.26
12.07

18.76

21.79
17.30

20.23
12.90
56.58

3.71
11.58

P~

= em em = e TR am e W mu e LR e em O we e % ew am s mm mm  eam s me e e —m e e

contd. ., .



- e wm  wm mm cm am e e

B e evw  km T e s Ee  am  ae  mem mm em cm e W e o es cme o AW a3

i I T T I . T T I T

Nt N N

p L

e e’ N e

St St

22,38
189,80
16,91
70.47
64,22
16.72

4,66

20,79

29. 41

17.12
573.18

17,08
18. 10

79. 34
52,89

- e e ww e oe em e w0 eam e mm e e e

12,90
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11,09
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192.35

57.96
58,99

13.21

2.52

17.64

17926'

9.51
43.75

11.56
11.92

70.80
37.97

3.67

81.62

10,47

44,01
30.95

9.75
37,17
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7,05
27.06
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26.24
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27,42
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18.89
17.70

12.25
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8.89
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39,13
13.68

51.36
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23.05
18,96
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(1 (2) (3) () (5) (6) (7) ()

230 24%.92 23,85 20,13 2¢.,55 25,97 24.17 230

238 ) 59.85 21.28 5(,45 12.10 8,63 1.21 ( 252

239 ) ( 253

214 ) ( 251

266 ( 266

274 )

271 25.71 7,21 19.3: 5,21 21.7:% 12.72 260

313 59,17 353.68 50,85 27.20 16.773 17,16 ( 273
{( 296
( 299

314 ) 5.5 33,1 3€.55 23,32 11,98 19,77 390

315 )

3:11 3} 15.01 2.5% 11.81% 7.10 36.66 11, 1% ( 328

3°2) ( 329

345 )

377 5

357 )

350 12.45 2.60 1r.11 2.17 11.17 13.96 ( 330
( 231

Sourcz: 1. C nsus of Indiz 1261, Volumgs I fart II-% (),

3m.col Economis Tables, Tabl  B-I7 23rt ...
(Rz3istr~r G.neral, 1= Delhi : 17965).

2. Cnsus of India 1971, 3zrizs 1 Part IT-2 (iii)
tvenzr2l Sconomic Tables, Table B-.IV Part A,
wpandix (kegistr=r 3anaral, Lw D2lhi @ 17377).

I3, 6 Conclusions

- A e - St P S S

Thz previous Chavtar had shown thiat heouszhold enteroriscs,
18 measurad by the number of workers zarployad in this s:ctor,
had d2:clined furing th2 1961 to 1371 d-ocead:. In this Chantoar,
w2 h3d look:d 21t 3 numb:r of -soncts of th: obv:ars: 9rocass,

thy grasth »€ the non hous:hol?d or civitalist s=ctor.
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Wea saw, firstly, that thz lavel of ~conomic activity, as
measurgd by thz numbar of mélex%otkers, had incrzasad in tha
capitalist s=ctor as axvhola'by A larde mar~yin of 27 1akh
workars., The procazss of the davalopmant of the gapitalist
~nterprisas on the one hand, and the absorbtion or destruction
of tha small antarprise by the bignzr on the othesr, had led to

a small f£all in the proportion of smployers,, 1 rise in the

proportion of “employzes™, and a dacline in f£amily workers.
' ?

Breaking th= capitilist szctor into thz unreqgistered spcto,

and tha reqisteredlfactory sactor, we sw in Saction IX.3 that
the unragistaeraed sector as a wholzs had increzaszd its share. of
the =2mployment in the capitalist sector as a whol:. How=var,

in the majority of individual industries.ththme 2xaminad, tha
small unraqistered componant had dreclin=d relative to the larger

"factorizs™ in the same industry.

Turninj ﬁo the registar:d sactor, w2 found that the small
and mgdium small cnpitalist stfatum, definéd-in terms of. th=
conczpts of Cﬁapter I1, had managod tobretain thzir position
in the industrial structure in terms of ths shﬁre o% fixaed
capital, output and valu: addzd. The shire of total employment

within this stratum had increased substantially.

Finally, wea saw that by 1971 a3 large part of the work
forca in enterprises which used soma kind of power, wzre using

modarn sources of enargy such is elactricity and liquid fusl.
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Tarchar, ve fomnd thit manv of th: modern ent:ror
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32
w:ar: canitilist in socia’ orjanisation. Ileasur-s to d:j2lom
the "backs~rd® ar:as of th~ country by :ncouryying th2 jravth
Oof mod~rn small units wo 11 be associated with th» strainyth-
:niny Of cadit~list r:lazions of production in thes: ar :as.
This t@:nd:ncy was illustrat:d by datil which shared that th:
strength of cavitalist :nterpriszes had uniforaly increas:d

in tho ruar3il arzns ovar =th:z 1761 to 1371 dzcada.

Kekerakr ke
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National Industrial CliSSlflcatloﬂ (N.I.C., 1970)

——— o - 3 SO LS gy s e o - o e i o e i s wam e ren s o L s T2 e o s

Msjor © Minor ' D:scription
Group Group
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Division 2 & 3--Manufacturing and Repair
20-21 HManufacturs of Food Froducts -

506 S1aughtering, proparation and praservation
of mzat.

201 tanufacture of dairy products.

203 Canning, preserving ind orocessing of fish.

crustacea and similar foods.

204 Grain mlll Products
205 Manufacture of bakery products
206 ilanufacture - and refining of sugar

(V ~cuum pan ouqqr fﬁctor1=s)

207 Productlon of indigenous sugar boora,
khandsari, gur, 2tc. from sugir-cana,
Palm )ulc

208 Productlon of common salt.

) 209 Manufacturs of cocoa, chocolats and sugar

confactionary (including swaetmeats)

210  Manufacture of hydrogsnated oils, Vanaspati,
- ghaz, etc.

- 211 - Manufactur= of othar 2dibls oils and €ats,
2.g. mustard oil, groundnut oil, til oil,
ztc. (In-dible oils shown under 315).

213 Coffesr curing, roasting and grinding.

214 Cashawnut procassing like dryinqg,. shallinqg,
roasting, salting, ete.

PEEY

215 Manufacture of ic.,

219 Manufacturz of food products not 2lsa-
whear= classifisd,



‘hjor iror Descrintion
yroun Grou?

22 ianufoactur:. of, fwweraes, Tobncce and Tobicco droducts

PR e AR “ - P

: 223 Production of country licuor and toddz,
275 Manuractur: of bidi.
i -,:2? . Amufocture of cigars, cigarethes, chneroots

ANt eigar itk tobacco.

23 anufactuc: ©F Cotton roxtil s,

230 Cotton jyinning, clzniny and balingy

232 Printiny, &7:ing nd bl:achiny of
cotton t:xtiles. _ :

232 Cotton spinniny othor than in mills (charthal,
. . .t -+ - ’

231 Productzion of_ Xhadi.

235 1T2qviny and finishiny of cotton taxtil:s in

hanilcoms, othor . thHen khadi. -

. + -

236 oavingy and finishing. ofc cotteon te:xtiles in
Oe e ﬂbvﬁrlobmsgf,' L. -
; T Vv ¢ N e
2%+ thanuafactur: of Yool, 5ilx and Synthatic Fibre Toxtiloes
’ 4 - T
210 ool cl:xaning, baling ind »Drossing.
212 Wool spinniny and woaving (oth:r than in
mills). ‘
215 Spinniny, waaving nd finishing of silk

textil. s,

25 ilanufactur: of Jut:, hemp and Masta Toxtiloes

250 Jut : and llesta pressingy aind baling

253 Preparing, spinning, w:awviny and f£inisninng
of homp and other coars: fidres,

259 Manufacture of jute bays anil okh2r jute
textiles not elswher: classifizd,



Major Minor Pascriptio
Group  Group

26 Manufacturs of Ta
ADDarcl other than F_qu>ar)

260 Xnitting mill

Ui
°

261 Manufacturs of all types of threads, cordag:,
' rop=s, twinas; hets; ctc.

262 Embroidery and making of crap=s, lacss and
fring=s.

263 Weaving carpats, ruys and other similar
taxtila products,

264 ilanufactur: of all types of ta:xtile
Jarments including waaring 1pparel°
265 Mamafacture of r2in coats, hats, ctc.
265 Manufacturz of made up taxtil: goods (except

garments) such as curtains, mosquito nats =tz.

[N

68 Manufactur:e of coir and coir products.

27 Manufacture of Wood and Wood products, Furnitura and

_leture§
271 S=ing and planing of wood (other than plyw~-s%
273 Monufactures of structural wooden goods (i
ing tr2ated timber) such 3s b:ams, posus,
and windovs (2xcluding hewing and rough shisi
of poles, bolts and othar wood material whizh
is classifizd undar logging) .
271 HManufacture of wooden industriil goods, csuch
o as vobbins, blocks, handles, saddling and
similar equipment and fixtures.
276 Manufacture of woodan furniturs and fixturss.
279 Manufacture of wood and r=zed, bamboo and canz
- products not zlsawhare classified,

’

29 Manufacturz of Leather and Leather and Fur Products

290 Tanning, currving, finishing, embossing and
japanning of l:zather,

291 Manufacture of footwaar (excluding rapair)
axcert vaulcanizad or mouldad rubber or
pPlastic footwear,
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aior  .iinor 22s¢cintion
tout  Frouw

29 273 ..~nufrct. r: of Waath:r Consumzr 300ids (cthoar
than aopirel and foot- 2ar).

2736 “tanufacture of f£-or and skin rugs and othoer
articlcs
239 Manufact re of Leatnar and Fur Products

not :ls*rh~2r2 classifi=zd.

30 lamafictrr: of Ruwon v, Plastic, Petrolzw: and Coal
Yroduckts
3C0 cvre md tub> industrizs.

31 Hanufacturce of Chomigals and Chamical Products
(=xca“t Pr01uctg of Petrolzvn ind Coal)

312 I anufactur: of 3aints, varnishas and
lacaquers.

317 Toaanufactrr: of matchos.

32 Manufacturs of | on-dstillic M1inaral Products

320 ranufacture of structural clay products.

322 “anuficture of zarthz:n<war: and earthen
vottery.

323 linufactiers of chini-warz and porcelain-vare.

326 danvfictur: of structural stone joods,
stor.» dr :ssing and ston: crushinjy, stons7ar :.

328 anufactur: of asbestos, coeme:nt and othor
cament products.

329 “anufactur: of miscallanzous non-mnatallic
minz2r:l products such 1s slate products,
aprasives, grovhit: products, miner=l wool,
silica_products and other non-matallic,
mineral wmroducts not :lsawvher: classifi:d.

33 3a3sic Metal 3nd Allov Industries
330 Iron and Ste=1 industrices
331 Founnr

ics for casting and forgin7gy iron and
steel.



izior  Minor Desziintion
G roup Sroup

34 Manufacturs of Motal Products and Pafts sxcapt
Machinery nnd Lransport Eaquinmen nt

340 . Manufactura of fqbr1c1t\d m=2tal product

such 18 metal cans from tln-plit tarno

plate or znamelled shast metal, mvtal

shipping containzts, barrfzls, drums; k233,
PAails, safes, vaults; ,nqm>ll,d sanitary

nd-all othar fabricated metil products not

slsawhare classified.

312 Manuf~ctura of furniturs and fixtures
Primarily of matal.

313 Manufacture of hand tools and general harcdraro .

344 Enamellinq,,japznminq, 1~cdquariny, galvanishur
pPlating and polishingy of metal products.

345 Manufacture of metal utensils, cutlary and
kitchoerwara.

349 Manufactur: of metal products axcept mechinocy

and transpoit cquipmant not alsawhers classi-

£fizd, 1like typ~ fcocunding.

35 Manufacture of Machinery, Iiachinas tools and Parts
:xcxat Blactrical Aacblnmrv

357 vManuchture of Machin» Tools, th=ir parts

and acce:rssories.,

-

37 Hanufactur: of Transport Tguipment qnd Parts.

374 Manufcture of motor vehicles and parts.
375 Manufacturz of motor-cvclns and scootars

376 Manufacturz of bicveles, cveloa-rickshaws
» and Darts.

38 Cther ﬂﬂﬁuf cturing Tndustrinsg
381 Manufactur> of vhotographic and optical
goods (z2xcludling photo chemicals, s:nsitiszd
PIper and film),



385
386

337

139

339

320

Doascrintion

amfactur of watches wnd clocks.,

Manufactur: of jawzllery and r:lat:1
articles.

“Lanufactur: of svorts and athletic goods.
Asnufactur s of musical irstrum nts.
anufactur . of stationerv srticlas likaz
fourntain » ns, p-:ncils, ©»-:ns, vin
cushions, tiys, :tec., not :1ssxhoar:
clssiftiad.

“ianufyctuare of miscellansocus products
not <lswhers ¢l»3siizd such as costum:
jw:llzrv, costum: novzltiz=s, f:ath-er,
wlumas, artificial <lcwers, brooms, brush:s,
1-mp shades, tohscco 2ipes, civaratt:

holders, ivory qoods, bad~vy:s, wigs and
similar articlos,

Repair of footwesr and oth:r leathoer goods.
Blzxctricil repair shiops.

Renalr of motor vohicles and motor-cvcles.
R:pair of wiaten, clock ind jwrzllory.

Reparir of bicycles and cycl: rickshwas.

Ripair of z2nterpris:s not :21swwhar>: classificzd.

L2 2 37



CHAPTER X v/

THE NATURE OF SHALL ENTERPRISE DIRVBLOPMEINT : POLITICAL
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On the basis of thz policy anilysis in Chapter VII, we
had reached th2 conclusion thait the o aims (basically
inter-related) of the Indian Small Industries Policy wera
to davzlop tha hdme markét, through the :xpansion iﬁ breadth
and depth of capitalism in industry; and thea creation of a
class of small capitalist or proto-capitalist ﬁntrﬁprznours,
In ChaptersVIII and IX, we attempted an examination of the
empiric%l materiallavailable, in order to sae whether the

policy had shown signs of success.

In Chapter VII, wea had concentrated_on the mzasures
devzloped by th2 Governmant of India to encourage the smer-
gencs of capitalist relations of production in the rural
ar=2as in general, and in tha designated backward areas in
particular. It seemad to us that this was justified in that
th2 major cconomic aim of the small industrizs policy was
exPrassad in thase measures. Howewver, the more ciearly
political aim -- tha creation of 3 class of small capitalist
entrepreneurs, who would broéden the political and social.
basis of support to the Governmant -- would inevitably be
the subject of mors oOrganised subversion from established
industrial intasrests. It.is necessary, thereforz, that somz

of. tha concrete issues faced by policv makers be discussed,
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and 3 broixd ass:ssmint be mad: of th:ir succ2ss in this
vintur: i.>. prograwmm:s for th: dav:lopmant of "indzpandent"

cabitilist ontreproncurs.

Issentially thoe point is th: following. In our viw,
although 3 caditalist stats does ra:vrasant cortain zconomic

ntarpret:2d in 31 mechanical

H-

intarasts, this must not b
mannar. Thus, in the Indian context, policy mak:rs had not
only to facc opposition Trom tﬁe Jandhians, who disaq;zed
with th: capitilist strat:gy of dov:lopm:nt, but ailso from
th2 larg: industrial intor:sts who s their short or even
maediun torm interasts attackad by the Stat:'s policvy of

sncouraying th: risce of nay ¢apitalist intaroasts.

It will b. r2c1llzd that thz 3andhiain opposition had boeen
n:utralis>d by the Constitution of th: IKhadi and Village Indus-
trizs Commission. This institution, d:linked from thz norm=l
administrativ: structure, had solved th: problem of reconcil-
ing th: Gandhians' viar of industrial extension work, with the
imparative:s of the cavitalist dav-~lopm:nt strat:gy. This
action, of d.linking »xt:nsion 3nd promotion >ffort for modarn,
capitalist or proto-capitalist, enterpris:s from that for tha
ruril 3and urban traditional craftsmen had effectivaly raduced
th: latter m:3surzs to social welfar s, 238ing th2 inevitable
declin> of the bulk of such producers to vaup:rs. It had also
illar2:d for an IPproich most clearlv implied, if not statzd,
in the parspactive for tha textil> industry. Rastatad, this
lay in th: assumption that if the smill capitalist entaerprises

could bz protacted from compatition of th: larg: integratod
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textils mills, this stratum would eithsr absorb, or destroy,
lthe Precapitalist textile producers. In both cases, the
objactive of accelerating the differentiation of the producerrs

the gravth of capitalism, and of the home market would be

achievad,

In thz case of the textile industry, it was relatively
casy to demarcate the small capitalist enterprise from the
larg: factory. In an industry where the’machinéry téok the
form of tha hand-or thc power operated loom, it was possiblae
to demarcate the small unit from the lérqe,’quite simply, in
terms of the number of looms -»mploved. Hawever, tha extensior
of the principle of a demarcating line dividing small capital:
units from the large, to 3 very wids range of industries wAas

quite another matter.

This was so for two reasons. Firstly, there was the
administrative problem of working out a damarcating iine
which would capture the sssence of thes diffezrence betwean
the "émall" and tha "large" across a wid2 range of industries
It was considered nacessary to have a simple dsmarcating
line so that the lower levels of the administrative agencias
were not overtaxed by the complexiti~s of th= criterion. On
the other hand, difforences in technology, and in rates of
technical changs could be axpacted to 3ffect the oparation »of
the principles of economics of scale, and theraby the sizs of
the optimum production unit. Thus while administrativé raquir
ments demandad simplicity, economic and tachnological conside-~

rations required a sophisticated approach.
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In addition to these probl:ms, 3rising from th: =2ssen-~
tially arbitrary nature of any g:incral criterion appliad to
any sp:cific industry, lay the crucial issuz of d:f>nding
th> sm3ill industrie: development prograrme from wholesalez
a2ncroachmant by large industrial inter:sts. In the s:ctions
that follow, w2 axarmine th: problems of definition, and later,

th~» politically mor. intractable ones of "agat: keewing”.

D e > o > i S s A e it ks A s S S s He et st

W2 had 4d:scrib:d in Chapter VII how the smill scale
s>ctor cam2 to b: da:fin=d in terms of 1n unregulat:d s:ctor,
free from thz vrovisions of the Industriil Davelopmant and
Requlation Act. This had 2xclud:d units employing lzss than
50 workers with powar, and 100 workers vithout vovnr, €from
its c>urviaw. To this criterion was added th2 furthar proviso
thit the fixed capital investment should not 2xceed Rupaes
fiv: 11khs.® The reason for this limit appears to ba that
under the Capital Issues (continuanc: of control) et of 19247,
caPital issues of loss than 1s.5 liakhs waere exsmpt from control,
ind it was f21t th-t the small scila sactor should not bz

bound by this Act, =2ithar.

Althouth, by this method, 3 small firm or enterprise
h+4d besn defin:d, the probl-m with 1 definition of this
kind is that it is continuilly th: targat of pressurzs for

1. Ram X, Vepia, Smiall Industrv in the Szvantizss
(Vikas, Delhi @ 1971) p. 179,
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change. For sxample, an official committes reporting in

1972 had this to sav:

There has been, of late, a persistent démand for
upward ravision of the capital limit... the argu-
ment advanced in support of this wward revision
is that the cost of machinery has joné 0D ...
Further it woul? not be possible for small enter-
prises that ware started 5 to 10 vears ago to
modernise their production machinary by teplacing
obsolete machinsry unless thay cross ths invest-
ment limit fixXed for small ~mnterprise,.

It was clzarly thas o/ners of the larger amonyst the
small scale units which wvould usé their influsence for an

ucward revision of the criterion, and this fact was well

recognis=ad by thes same Committee

It may be pointed out that out of 2.81 lakhs regis-
terad small scale units only about 1500 small scaile
units may be on the vergs of crossing the invastment
limit of m3,7.5 lakhs. It is the "laryer” among

sm3ll units that have been able to absorb the maximum
share of developmantal assistance provided by the
Government for th=2 grovth of the small scale sector
3S a whol=.

Tha pressurzs for upward re&isions increasesd as the
devélocment programmes consolidated, and the criterion
was applied more strictlv. Initially the defining charac-
teristics war=s to be used in a "flexibla manner’'., Upto the
"last quarter of the Sscond Five Year Plan period, for instance.

it was not clear whethar the valus of fixed assets was to be

1. Government of India, Ministry of Industrial Deve-
lopment, Develobpment Commnissionar (Small 3cale
Industries), Interim Report of Task Forca Committze
on, Sﬂall‘iﬁalo industries: Programne for Development

i vy - vt e

of Small Scale Industries during Fifth Five Year Plan

R S Sy var it

Tnimeoy, 1972, D.6.

favs
.

Ibid, ».7.
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tha jross value, or tha dePraciated book value. In 1760,

1V}

tha 33timates Comnitte= sugyjyested that the gross value should
ba used, Chis was nccepted by ths Sovernment of India, and
from the Zinancial v2ar 1950-51, the value of machinerv was
taken to bes the original »rie= paid by the auner, irrespectivs

1
of whathar it was ner' or sacond hand.

3y 1957, alreads, there was som=2 evidence that the
definiticn of small sScal= unit vras beiny consolidated by
raference to virious 3aspects of l=ayislition. In thit year,
the employment criterion was relax=d to include units which
2milny=< less than 50 workers with paver or 100 units without

pow=r Der ghift., Alchouyh the connecti~n is difficult to

estadlish ‘irectly, it is parhaps o7 simificance that in

1737, th= income tax 13 had been moiified tec allow for 1
hiyhar rate of depreciation allovance for multishift overation.
7his "r18 =2t the rate of 3 S0 par c-ont incrzase for tro shift
oaoaration, and 100 por ew.e Locrease for thre= shift workins
Cl=3rly th=are would nar bz aivintages in both remaining 3

s11ll scal=2 unit =»nd undertakiny multipls shift operaticns,

A year later, in 1350, the smoloymant criterion was

removed altogether, and the small scale unit was d=2fined s

T ——— . S - ————

1. 3e2, 3Istimates Committe= (2nd Lok 32bha) Sewvanty
S=2venth eport on the !linistry of Commarce and

prpa o p

Tnxuutgx, omall oual“ inﬂuotrlas Pire 1 Or13q1~

sation of Davnlqpmant Commlgzkgg>r, " Small 3cile
Industrirs (Wew Delhi:1960), 7, 1nd liational
Sm3ll Industries CorooraLlon SCh’mPQ ind FProqgra;s

—————— — .

1350-61 (New Delhi:1361), p.S8.
For the notification of th2 nssy criterion s==
Government of India, linistrv of Commarcs and
Industrv, Davelopmant Commissioner (3mall Scal-=
Industries) omall 3¢il: Industris: Procsdurs for
Reqistration and Assistance (lew Delhi:l957), ..

- -

[\
°
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on2 in which ths gross vilue of fixed aésetsxvas less than

P:.5 lakhs. In addition, small scale ancillary units with
investment upto Rs.10 lakhs weré Dermissible.vintially in

eight selécted industri'es.1 Further changes in the definition
took place in 1966, 1975 and, most reczntly, in 1980. In
1966, the limit of investment was raised to fs.7.5 lakhs, now
to include the wvalue of plant and machinery only.2 In 1975,
thres years after a strong axpression of vi@wé by an official
comnittee we have already cited, the limit of invastment in pPl=
and machinery was raised to s, 10 1akhs.and Ps. 15 lakhs for
"normal®" and ncillary units rrespectively.3 Fiﬁally, in

1980, the limit was raised to re,20 lakhs, and m;25 lakhs,

respectively.4

A view that the small scale sector shouid be defined by
units with a1 fixed capital investment of "not more than rs,
one or ona and a half 1lakhs®" had baz=n expressed in evidence
to the Estimates Committee in sarly 1960. The,concept-of_the

Ttiny" unit with fixed capital investment restricted to rs.1 1lakh.

e

- - —— —— o o ——

1. National Small Industriz:s Corporation 3Schemas and
Progress 1960-61 (lew Dalhi: 1961) pp. 8-9

2., Ministry of Industrial Devzlopment and Internal
Trade, Development Commissionar (Small Scals
Industries), Use your opportunities for starting °
a Small Industry (New Delhi:1970) .,

3. Sa2=2, for instance, G,D.Sharma) Hov to Start vyour
own Small Industry (Press and Publications aAgency,
Delhi:1376) p.9.

4, S=e, for instance, Estimates Committee (7th Lok
Sabha), Fourteenth Report on the Ministry of
Industry (Departmant of Industrial Development)
Small Scale Industries - Raw Matzrials and Marke+in~
(New Delhi:1981), p.di. ~




348

£ix23 canital investm=nt par worker to r.4000, and ths annual
turn over to fs.5 lakhs per annum was sujg:stad by an official
committes in 1372. In 1977, bisad on thz understanding that
over ninety p=zr c:nt of the existiny smill scale units had =:n
investment in plant ind machinerv of l2ss than ps.1l lakh, 2
"tiny" sector which includ:d units with l:ss than this vaiu=~
in plant and machinery, -nd located in towns with less than

7 population of 50 000 (according to the 1971 Census) wns
cr%atad.l The politic:l support providz3i bv ths Janata
£arty Jovernmant's intzrest in rural decantralis=d economic
1ctivity probably provided the impetus for this step. Hoveve

by 1980, th=2 limit wis raisad to rs.2 lakhs.?

Th: c382 for th=2 increaise in th: investmant limit h=s

s
of course, b:ien basazd on th= continuouslv rising pricas of

. 3 . s -
plant and machinery. If we tak: the definition of smalli

1. Se:, Zstimat:s Committe> (2nd Lok Sabha) Op.Cit.
pp.8-3; Governmant of India, Ministry of Indus-
rial Levzlopm:nt, Rzport of the Committz:> for
drifting laqlglatlon for Small 3Scale Industries
((1inz0), 1972, p.35; Govarnment of Indii, Ministry
of Industry, Dz2v:lopment Commissionar (Small Scalc
Industries) "Working Froup on Davelopm:nt of Village
and 3mall ;ndustrv in VI Fiv: Year Plan - Interim
Report" S£3HME III (1977), 3. For tha text of the
1377 Industrial Policy Statemant s.22, for instance,
Commerce CXXWV (1377), 3474, pp.1287-1291.

2. This was announcad in th2 1980 Industrial Policy
3tatem:nt. 3:e, for instance, Commarc: CXXXXI (191]0),
3606, pPp. 226-229,

22 B5timates Committazz (2nd Lok 3ibha) Op.Cit p.S8.

timatns "owmitte (3rd Lok 3abha) Hundred and i 1ftb
PeDort on_the Ministry of Industry (Organisation of
thz D:ve ~1opm- ‘nt Commissionar, omall scale industries) :
Part I (Ncw Dalhi:1966), Interim Report of the Task
Force Committ:ec on Smﬁl1 Scale Industries: Progr amme
of D=v>lqpm°nt of 5mall 3¢3le Industries during Fifth
Fiv> Year Plan, p.6.

W
[
LJ (r'.)
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scale unit to circumscribe the units to whom official bblicyv
support measur=ss are appiiczble, then the rationality of the
liberalisation must, in terms of our analysis, be measured
against the objectives‘thatjﬁe have outlined above. This w=as
the protection of the small capitalist unit from the large,
aﬁd enéouragement of th> growth of pre~and proto-capitalist

units to small cavitalist units.

Analysis of the effects of changss in the definition of
small scalé units ié, however, mads difficult without a
d=tail=d analysis of pricz rises in a wide range of machinery
occasioned by the diverse technologv involved, However, as 2
very broad guidz, it may bz mentioned that the official price
index for non-z2l2ctrical machinarvy with base year 1970-71, stod-

in '1780-81.
at 175.2 in 1975-76, and 246.0/ In addition, the problem is
compound :d by the fiact that with the libaralisation of tha
S upper limit d:fining a small unit, different criterias wers
AapPplicablz to separats sactions of development schames. Thus,
in 1959, while the "per shift" employment criterion was adoptaed.
tha Naﬁibnal omall Industries Corporation continuzd to use the
0ld criterion for the Government Stora2s Purchase Scéheme. 3Simi--
'larly, the int2rest rate on loans advanced undsr fhe State Aid
to Industries Act varied depanding on ths size of capital
invested in the unit. Inspite of thé efforts of a special
committee to ensure that the criteriu‘suggQSted by them should
have overriding, statuto;y, authority the provosed legislation

was not implementedol

1. Report of the Committee for Drafting legislation
for Small Scalz Industries, Op.Cit, ‘
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Th> g=anuin: administrativa probl=ms of an aporopriite

d:finiction hav: baen well expressed by a comna:ntator who has

h:11 s2v:ril vositions ¢n3bliny him to uniarstand th: compul-

sions o€ officiil volicy making:

Tet,

«..2nv d3w:lopm:nt Dolicy for thz small industry
~ust ultima-t2ly helo it to jrow: such 3 volicy
shouwld acc:lerate, not hinider jrovtnh... Hence a
policy for small industries must b2 pragmatic and,
in £act, -=ncourage thz small units to grov and
bacom: bijyv2r units to whom assistincz can b=
tapered of £ insc:ad of being cut off sharplv.....

"o nut it somawnat ficetiously, the smiall industries

d~velovmant program "2 i3 most succassful vvhen it
mik:s 2 unit larg: quickly so that thre programue
itself can h:lp anoth:r unit.

1 P23 later, b: go:s on to sav:
~

Ths definition of sm3ll industry viries from country
to country : within the sams country it chanjzs
perindizally, which is a3 healthy symptom of gratth....
Indi~x in the ccurse of the last 10 vears has chang=d
th: d2finition almost threc times == whiczh 1323 good
3iyn of th2 rapid grorth of her small sector.

Apparently, there i3 a contradiction batw~ren the foix:

stat2m::nt which implices that th2 defining characteristic of

3 Sm3ll scalz unit should remain constant vis-a-vis that unit:

and the latter, which sees the lib=ralisation of the critz-is

-in gJenaril as itself the sign of succ:ss of the policy. Hcor-

ever, thz author dozcs hold ths vimw that it is 3 sign of the

sophistication of policy makzars if they can devise steps by

which individual units grow out of the fold of th2 smill sector,

thus mikingy way for oth=r sm3ll units. Th2 point h=z wish2s o

convay is probibly that skill an3 pragmatism is requireu tn

1. Rym K.Vepa Small Industry in th: Saveaties (Vikas,
D~1hiz 1971) p. 178. /emphasis in orijinal”/.

2. Ibid p.179.
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_achieve this goal. The prgblém has, of course, been mad: .
more complex by the policy of  reserving itams for production
in thes Sm3ll Scale Sector, and also for exélusi?e purchasea

by official stores purchase programmas. The policy of
resarving items for production in the Small Scale Sactor
taken as a wholzs had beguﬁxdith the reszrvation of dhotis
and‘sareés of specific kinds for handloom units iﬁ the =arly
ninete2n fiftizs.” In the CHSE‘OfvthOSB industfv groups which
lay within the purview of the Centfal Small Industries Organi-
sation, reservation had besen ﬁade by 1967, fér 46 items. By
1977, this had increased to 504 items. In 1380, the number
was apparently increased to a total of 807, but closar
scrutiny shows that in the majority of cases, the existing
items had besn mors carefully d:fined at the lev:l of eight.

and nins digit national industrial classification codes.

As far as the steres purchasz reservation is eoncernad,
the policy began in 1955. It was, in fact, the original
rational= for the Mational Small Industries Corporsation which
was establishad as a result of the Ford Foundation Committze'’s
Report. By 19280, thefe were 382 items reservad. Proportional
reprasantation at the lavel of 75 per cant of purchaszs, and
50 per cent of purchases_gxisted for 3 further 11 and 15

items respactively.

It appears from a .reading of official statemants, such =as

the Ministers' statements to Parliament at thz time of the 1377

and 1980 Industrial Policy Resolutions, that the criterias for
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r2sarvation is the tichnological caoability of Small Scale
units to produc: these items. The Govarnment dous not 3ppzar
t> b: orimarily concern 1 with the question of the :ffici:z:ncvy
of production 3t different senlos. It would adpear thiat even
in th: 23rly 17303, this aspact of swmall industry promotion

is socially and politically ori:nt:d torards the 2ncouragem:nt

of smAll units run on 1 c¢caPitalist basis.

A natural concomit-nt of th2 conc2:nt of rasgszarvation has
b23n th: probla of d=2ialiny with units, manufacturing 2
resarvad item, vhic™ ar: 0proachingy th: definitional ceiling.
Fither such 2 unit must svlit if the firm i3 to continue
exparsion of vroduction of the s-=m= item, or it must
div=rsity into other items. Clzarlv policiss =2maniting Zrom
& consideration of thas: pDrocessss must havz had their
impict on the chngas in the definition, though it is 3
comPl »x task to trice the Precisz outlines of thaese "politicil™

procasses in sc.cific cases.

Somawhat 1t variance with the s2arlier expressad visw in
his assz2ssment Of th=2 success of the policy in India, the
Developmant Commissionar (3m3ll 3cale Industries) in 1975
confirmz2d the view that 2 small numbe2r of units hid monodolised

th2 ben:fits of developmantal 3id:

Dr.Alexander felt ther: was immedizite need for
limiting th2 concessions an? facilities for a
period of 10 to 15 y~irs vould go /sic”/ 31 long
71y in breaking thz trand of "onca 1 small in-
ustrv 3lvays a small industry®.
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He deplored the tendency of some small scale

units to remain small perpetually and said that

if such industrics had to remain small always

on account of technologyical or economic reasons,

they should, at least be prepared to be consi-

dered ineligabls for soms of the spscial conces-

sions and facilitizsg, after a particular period.

While tha first set of quotations given above thar=fore
d=al with the principles of in effectivevqmall industries
policy, tha s=2cond brings out the problem of "gate kesping’
in an effectiva manner. Dr.Alexandar app:2ars to be referring
to the problem of multipls ownership of units, =2ach indivi-
dually within the small unit criterion. This point brings

us to the politically substantive issue of the subversion. of

the aims of the small industriss policy.

¥,3 Problems of Hultlbla ownership

With the decision of the Governmant of India to concen-—
tratz on ths ancourag=mznt of the dev:a2lovment of capitalist
relations of production in the small scale sector, thera
arosa inevitably the possible distinction betwean the small
unit and the domestic houschold of small means. It is inhacuil
in the pre-or proto-capitalist unit that the "unit" is coter-
minus with such a hous:held. AS soon, howevar, as producticn

- ——_—— o ——  ——— e

1. Keynota Address to III Business Sassion on "Problams
and Prospects of Small Scalea and Ancillary Industr;:
35th Annual Conference of All India Manufacture
Organisation held on 12.5.1975, reported in Indgg;g;g;
India XXVI (1975), 6, p.15. ‘ T
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activities ar. separaczed from Jomestic activitizs in the
r.ous2hold, in other words as s300n 135 wage labour replices
familv labour, thare is no organic r=zason for the identity
of unit ana household.1 Thus 1 single unit may be or'ned by

\
mor= than on:2 aoussholl {thoush this vvould no lonjy=sr r2pres=nt
4 51311 cavital by our c-iterion), or conversely an individuzl
or groub of indiviiuals may o'n morz than on2 unit. 1in exter-
nal 17ency su<h as 31 canitalist 3tate which might wish to
an=sur? tne identity of unit and housshold would, therefore,
have to tak: ypon itself th=a task of juardiny 3jyainst lapses.
Whsn put into words, thiis task shows immediately that it is

on: impossitl: to fulfill throuyh any administrativa body.

Turther, wvicth th= se»arazion of unit 2nd domestic house-
hold, ther: is no reason why th: controlling interasst ne=ed ba
doma2stis houszholds 1t 111, Thav can verv vrell bs organisations
with larg=s financial support, =agsr to utilisae the benz2fits of
tha smill industries d:velopﬁent policy. To r=capitulsts, then,
onc: th: nexus bativesn production unit 3nd hous=hold labour is
dzstroy2d, there is no necessitv for 31 on=-~-to-ons associition
between 1 unit ind houschold-bis2d avnarship and control. Hot
only, in thesz cais?s, n:2d the individuils be, in thes z3gjyregatz
of th= c2pitil 3t th=air comnand, "small persons": in fict, large
antt medium capitals may also awn ¢t contrel what would othar-

wise D2 seen to be units ra2pPresenting small capitals.

1. Cf Werner Sombart "1edieval and ilodzrn Commarcial
Enterprise" in Fredzrick C. Lan2 and Js1ll= C.
Ricmarsma (Eds). 32nterprise and S,cular Change
(All2n and Umsin, London:1953).
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In our discussion of big business groups at the =nd of
Chapter 1II, w2 had, in fact, pointed out that both .the
- proprietorship and the partnership could b= 3 vehicle for

-

. big capitals operating in the form of industrial groups. In
the reminder of this sgction, wa shall consider the problem
of multiple awnership, or of “spiitting"; in the next section

the inroads of largs financial interasts throusgh the medium

of the ancillary development programm: will ba discussead.

The problaem of multipls ovnarship seemed to b2 assuming
major proﬁortions by the tim= of ths Fourth Five Year Plan.
'In fact, the Chairman, the Membar-Sacretary, and two other
mambersvof an 11 m=owmbaer committes, sntrusted with the task
of formulating legislation to support small unit>devalopment,
had to write a minute of dissent on this issue.l They érqued
that the practice of sgsplitting units so as to a@nsure that tha
Small 3cale investment ceiling was not passed, could only be
stopped bv ralating thes capital investment in a3ll units ovned
by a nucl:ar family to 'the defining capital investmeﬁt crite-
rion. It is signific3ant that the two membaérs of thé Cémmittee
who agresd with the Chairman and Membar-Sacretary were both
connactad with small scale units., TFurthermorsa, thej fepresentcc
private limitad companizs (medium big capitals by our criterior.
which made their support for thz "ownership" critarion sven
mor: significant, for it would presumably be.this stratum
which could b2 expacted to be in favour of "splittian;.

- s By . - O o P . e i

1. See the Report of the Committee for Drafting
Legislation for Small Scale Industrias, pp.ii,
36-39, 108-112.
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It may b: 1dded that the majority of the committ:e, whc
did not siyn th: minute of diss:nt wer: 2ith2r civil servants
or prof:ssionils, in most cases not dirzctly concarn2d with
thz small industri s d:v.loovmaent programme. Perhaps for this
reason, tnhxy r-oj2cted the contsntions of the minority on thoa
gqrounds of the infeasibility of monitoriny an ownership bascd

cril::rion of small units.

In th> absznce of any mathod of datarmininy th2 axtant
of control ac-oss multipl:> smi3ll units on 1 r=liabl: »noa3n.
basis, it is difficult to gauge the exta:nt of tha phenomenon,
Har2ver, ragular advertissments in the pra:ss vurporta:dlv in
honour of th: father figur: for, and arner of, 2 group of

37parzantly small units provid:s impressionistic avidenc:z =cr

a2 ra2lativ:ly widaspr~nad occurrenca of this phenoma2non., Tre

0]

3 ivertis:m:nts usuilly app=ar on an "auspicious" day for th.
oriqinal promotzar or his h:ir. ¥2 have confirmed in a3 few
cis2s, whaer> the names of th: firms ar: provid:d, that some
of th: firms 3re rzgistered small scale units.

X.4 ~E§$ probl.om ofngggg_gsapinq"

—— — —— ———— o o v —— e o o —

While th: bi~g ca2it-list class might 3s a whole have b=on
prpared for a distinction botwe:n biy and small to be mads in
th: textil: industry, thz 2xtension of this concept to other
industriz:s wvould b2 ¢laarly unacc:ptabl:. AS w= hai vointzd
out in Chapter VII, th: advantaj: of political ind:p:ndznce

13y for them preciselv in the ovportunitins op=n2d for thoem
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ﬁop profitaﬁle naw investment, tate policy implicit in the
S=2cond Five'féar Plan Strategy, which reguired th: consumer
goods sector to lie within the purview of the naw Sﬁall
_capitalist class, and the public sector to have almost a
monopoly of the capital goods sectot, raeaguired thaem either

to remain whare they were'in'tarmé of industriil assets, or

to subvert the strategy, by making inroads into the spﬁere
2ither of the public sector or of the small scalzs sz2ctor.

The Report.of the Industrial ﬁicensing Policv Incuiry Committ:o
has shown that they did both.1 Often the most profitable part
cf the larg: scale production cycle was licensad to the Privatc
Ssctor; their inroads into the Small Scale Sector is directly

tha subjact of this section.

The inroads werz made both throush th2 ancillary aeve~
lopmant programms and the regular small industries development
schames., It is important to remamber in this contaxt that,
at least in the early stages of tha programme, fhe Governmant
of India appeared to have conflicting opinions on the rolz of
largse capitalist interests in ths Small Scals Sa2ctor. Thus,
notwithstanding the Dlannlng Commission's otrat=gy for the
Sacond Fiv.: Year Plan, the Minister for Consumer Industrv had
madz it clear in an article in tﬁe "Statesman", that the Small
Seals Sector was not closed to large industrialists.,2 In fact,

h~ chided th2ir apparent reluctance to snter this fi=ld, and

1. Rzport of the Industrial L1c=n51nq Policy Inqulrv
Commlttee, E Clt. ..

2., Statesman Sacond Five Year Plan Surplement Jun=
27th 1956.
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point:d out that in the than curra:nt d:bate on the roles of
th: oublic ind nrivat: sactors, the voint that th2 Small
Scal: 3:ctor lay sqguarzly in the lattar should be r:mamberzd.
It is thar>%0or: not vary clear whathaer this r7as mrraly to
d:flzct th- opvosition of th: biy iniustriilists to the

:cond Five Yaar Plan Strategy, then narticularlv vocal, s is

(93]

1opar :nt from th: ninister's style of :xpr:ssion. It may bz
that th: ancillary dev-lopmant prograrm2 3rosSe 1s 3 way out i
th: conflict batw::n thz State's >xpress:i de:siras to 2ncourage
sm3ll sScal: units, -~ni th> ovposition of the ~2stablished
industrialists to measur:s, :sp:ciailly industrial licansing,
barriny th:m from 238y expansion. Vo shiall consiizr th»
gan:ral problzm of © jat: k:zeping" first, and thon comeluao

svith 1 discussion of the 3ncillary ©rogramma.

It s»:ms that administrativ: m2asurzs had b:2n taken by
the time of the Fourth Fivz Year Plan to a2xclude larga units
from th: Small Scnal: Sictor davelopm:nt Programmes., An offi-
cisl of th: Sm:11 3c3le Industri-es Dav-lopm:nt Organisation
pointzd out thait the follo-ing kinds of units, even if they
£:11 within th: investmeont critarion dafining 3 small unit,

would noc be 2ligible for th: Govarnm:nt's 2id vrogrammes:

(3) If the unit is 2 subsidisrvy or in associzite of a
comp-ny vhich do>s not 1li: within the d=2finition

of 2 sm3ll sc2le unit.

(b) Whzn 3 sizeakl. portion of th: canitil invested in
the unit is held by one or mor: firms that are not

small scale units.
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. (@) When the unitis financial stataments raveal consi-
- depable interlocking of capital and loan funds batween
concerns undar the same managem2nt, and whar2 the
loans financ: only theasa transactions, but not vroduc-

tion.

(d) When the unit is th2 racipiont of advancess guaran-
teed by big industrial units or parsons of larg:z.

1
m=23INs.

Again, after the d:finition of a small unit had been
libaraliszd in the 1280 Industrial Policy Statement, a clari-
fication was issued by the Ministry of Industry shortly
afterwards, This stated that under the iﬁdustqiél Deveiﬁpment
and Regulation Act, Small Scale units f£alling within the
2nhanced limits would be cxempt from licansing ragulations

as long as they werz not "a subsidiary of or ownad and

- 2
-controllad by any other undertaking”,

Inspite of these mzasures, both official and unofficial
commzntators hava littl: or no doubt that larg= capitaligt
interssts have dsfinitely taken advantage of the concessions
given to small units. In 1975, th2 Davzalopment Commissionar

for 5mall Scal: Industries was forthright:

Dr Alzxander ragrettaed thait some propl:z with adequats
financial and othar resourc:s had started small indus-
tries and have also availed thems2lves of tha various
concessions and facilitios under tha small industries
programne. Unfortunataly such malpractices could not
2ntirely bz curbad bv purely l=gal provisions.3

— - e 0 o i 1220 D it e v

1. K.K.,Mchan Small Industry Procesdures Handbook
(Productivity Servic:s Internitional, Bombay:
1971) p.3.

2. See, for instance, The Hindu (Hydesrabad) 4.8.1980,
P.1, column 2.

3. Industrial India xXXXVI (1975), 6 p.15.
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Aca femic COWhentafors havz, in the r=c=2nt vast, agre=4
with th=g=2 views.1 It should also b= mentionzd that in the
cocurse of its investigations, th~ Dutt Comnitt~e on Industrial
Lic=nsing came across several cas2s of uninco-rorated units
within the fold of aven the biggest business hou5es.2
Althcujyh no financial data for éwcﬁ units is provided in the
Raport, taesz mirnt well have Seen vrithin the orbit of the

small industries davz2lonm2nt nrogramm=.

Th2 d=velo™=rt 0f small scalz units ancillary to large
scala units has Z2:n - 3tated objective of the small indus-
tries »olicy, Pvartisularly =2mphasised from the time of ths
Third *i-ye '2ar Plan.3 Thare seems, hawever, to have been
littl~ 9rojr2ss mad:, atleast as far as officially recognis=ad
activity in this ar:a 1is concerned. Partly, this may bes the
result of the amphisis varving widzlv at different times.
Thus whil= the Tstimates Committee of the Sscond Lok Sabha,

in its enquiries into the working of ths Central Small Industri=s

— - —— ——————

i. 1 X Paranjp2 "“New 5St4tem=nt on Industrial Policy:
A Rat out of a 'lountain's Labour"
Sgoncmic __and Political H=22Xly XV
(193CY, 38.

3 Datta 'Small is Big: A Critiqus of the Indus-~
trial Policy Statement" Zconomic and
Political W=2kly XIITI (1773), 3.

C T Xurien "5mall S=ctor in M=s Industrial Policy"
Soonomic and Political Ve-=kly, XIIT
(17274y, 9,

2. S22 1linistrv of Industrial D=velopmant, Internal
Trads and Companv Affairs, Report of the Industrial
Licensing Policy Inquiry Committe=. (Nev D21hi:1767)
Aopandix, volum: 2.

3. 323 Ministry of Commerce and Industrv, Rebort of the
lortiny Sroup on Smill Scale Industri-zs : Programme
of Jork for the "hird rfive Year Plan (ilew Delhi:1960).
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Organisation, nowhere mentions ancillarizs, the Reports. of
the Third Lok Sabha Bstimates Committe:» tak= up the ‘ancillary
" development programme as a major item. By the time of the
fifth Lok Sabhé, theres 1is agaiﬁ no‘specific mention  of the
proqrammé, thouqh it returns to the centras of .- attention

duriny the S2vanth Lok Saoha,1

The problem also lies in the féct that tha "official"

ancillary unit his a pronouncedly anti-big capital character:

A unit having a capital investment not exca2eding

10 lakhs /1n 1766 Avhich produces parts, componant,
sub-assemblizs and tooling for supply agjainst known
or anticipat=ad desmand, of ons or mor= large units .
manuLacturlnq/assumbllnq complets products and which
is not a subsidiary to or controlled by anv largs
units in regard to the nagotiations of contracts

for supply of its goods to any large unit. This
shall not, hawaver, pracluds an agra=maent with a
largs unit giving it the first option to taks the
formar's output. '

An ancillary unit could be expacted to obtain firm
orders only whan it is conceived as a part df the 6verall
. production process at the timelthat the large scalz invest-
ment decision is made. It is extremesly unlikelj, on the
other hand, that at such a time ths promoters of the large
unit would promote the developmant of ancillary wunits which

were naither subsidiaries nor controlled by it.

- - A A i

1. Bstimatzs Committoe (2nd Lok Sabha) (Op.cit),
(3rd Lok Sabha) (Op.cit), (7th Lok Sabha) (Op.cit.).

Th> raf2rencs to tha report during ths 5th Lok
Sabha is: Estimates Committ=zz (5th Lok Sabha)
Thirty Fifth Report on the Ministry of Indusgtrial
Davelopment (Department of Industrial Davalopment) :
Small Scale Industries (New Dz1hi:1773).

2. Estimates Committe: (3rd Lok Sabha) Op. Cit, v.18.



In z2videmas to th2 ITstimates Comnittzz2 of th2 3evanth

Lok 53abhi, the 3zcar=tarv to Sovarnment of India, Ministry

of Industrial D:velopmert statzad:

thna

Tt iz 31 fict that, ttoujh it c-nrot be quantified
th: ancillacy davelspnent projramme has not pro-
3r2s3:d to the 'xtoent we had hooed for due to
structur:l factors.

"That the structural f£.ctors ccould b: was developed bv

J:cratary vhan ha :2X"l-in2d the implications of forcing

uriant-1 suprlizrs onto largz2 scal:z units at the time of

lic:nsiny a wrojct:

In t:rms 0o Dolicy, 1t 1s 31 matter of very Jravs
iudr .ment vhathr or not vou ar=2 Joing to maka
inv:strent in -~ larg: industry conditcional on
the 3n7illarizs. I iwrould say that this is 3
pnlicy judiyemant of 3 vary vervy jrave majgnituds
snd is of very serious implication that it will
b: /sic/ irportinent on my part to submit to the
Committee any vicw on this bacaus>: this is 3
matter whar2 unless +th2 Govzarnmant has takan a
2cision, I cannot 2:2xPr2ss 3 viw. Thare ar= many
3sP2cts t0 it. Apart from that we have to sze tha
:ff2¢ct it may produc: on inv:i:stment its=1f.

Thz 20ints apl:ars to be cthat only in tha cisz2 of prior

existenc: of well astablishad ancillary units with spare

capicity mitht 2 large unit considar "buving out” to be

1. Zstimates Committee (7th Lok Sabha) (Op. Cit),
P.923,

2. 3Istimat:s Committ:2 (7th Lok Sabha) (0Op.Cit),
.93,
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preferablevto manufacturing th= compon=znt in'r-house.,1 Howaver,
it sg=ms that therz is no reguirzmant at tha stage of grant-

ing a license under the Industrial Davelobment and Ragulation

Act, that ths promoters consider the possibility of subcon-

tracting.

Whan spacifically asked about the afforts made

kv Government and the attitude of Sovernment in

the mattzr of ancillarisation, Sacratary Industry
stated that whensver a projact was brought bafors
the Ministry, the investment portion was scrutinised.

However he clarifisd that ancillarisation had not
b2en mad: 3 condition.,

The Secretary emphasis2d that the question of ancilla-
risation was left antirely to thz promot:rs' appraciation

of the situation.

He added that the standard bought out items werz
procur=d by large astablishments as they could not
afford to manufacturas them in their factories,

Phe spacific componants which wera requirzd by

the lar7gz industries were allotted to the ancillary
industrizs so that they could manufacture them,3

1, The following which, although 3 littla o0ld, are
amonsg the very faw of tha mor= analytical studies
of ancillaries, bring out this point in a g:z2neral
mannar.

S K Basu et al Problems and Possibilities of Ancil-
lary Industries in a Devaloping mconomy (World Press,
Calcuttazl1965).

J Macdougall Ancillary Industriss in Asansol-
Durgapur (Asia, Bombay:19765).

T K Lakshman Problems and Prospects of Ancillary
Industrizs in a Growing Zconomy (Rzkha, Bangalora:
1970) .

2, istimates Committes (7th Lok Sabha) Op.cit., p.94.

3, Estimates Committae (7th Lok Sabhi) Op.cit., p.9%4.
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With th» 3ppara:nt l-ack of officiil intera2st in devzloning

17ays of ov:rcominy the obstaclas to ancillarv dev:lopmant,

and tha natural reluctanc: of big inlustrialists to encouraje
ind» »=nd:nt supolizrs, it is not surprisiny that the "official"
progr=>mm: should b~ s.:n to hwe f£iail:d. It is 2quallv unsur-
prisiry that th:r: shouls b 3 feeling among 31 wid: range of
obszrvars that th2 ancillarv provisions have beon used by big
capitsl to dzvzlnd cadtive units vhich hav: been making usz of

the faciliti:s oxt:ded by Sovarnmznt to sub—contractors.l
Thas2 two 3°0Oar:ntly contraiictory facts may well reprasent
littl: mor:> than diffarent pare:ptions. Official cognisance
ot th: projress of the ancillary programm: is prasumably
pised on official statistics. A unit must ragistz2r as an
ancillary w:forz= it 2anters ths domain of thas: statistics.
Cn th2 part 2f th: large unit, therze 1S evacy r:23son, on
ths contrarv, to i1void ragistration of 2 particular unit
which is incillary to it, for it would than lose th> advan-
tages ol haviny a suppliczr which 171315, to offici:l avas, a3n
ind=2p ndent sm2ll unit. Thus while th: program—e, intended
to devela? ind-e>-ndoent ancillary units, might b- s232n to have
£3il:3, large units may be having many ancillaries which are

not r-7Jistarz2i as such.

ATtar an oxta:nsive surv:y of the litaraturc on small
scale :nt:rpris:s in India published upto the <nd of the

1. See, for 2xampls, th: works cited in fn.l
of paye 360.
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Third Five Year Plan, Douglas Fisher has the follwing to

say:

Since it cannot ba egtablished that ths develop-
ment of ancillarics would s wvital to Indian
progress, it must be prasum=2d that such efforts

are impos2d on the aconomy in  thes nature of a
constraint. In addition spacific comm2nts

iniicate that results in other countrincs (for
example, Japan), wher= ancillaries are important,
are cited as suggesting an emphasis... in India.
The irrelavancs of thz arguments 15 overvhalming

as 1is often the case whan one attempts to justify

a constraint. There are, of courss, =conomic
argumants in favour of ancillariss: that they are,
for instance, more 2fficient Jus to laover ovarhead
costs or that they help =2liminatz th2 wastes of
compatition..., and that they improve the quality

of rassarch and of the product itself, It is
evidant that these ars spupious ardyuments for no
evidence on their behalf is given in these r=2spacts:
furthermors, it must ba astaplished in this connec—
tion that all of these a2nds will be batter served
by an~illaries than bv complete largs units 3as well
as indsp2nde=nt small units.

Our iwmpression is that Fisher is correct in idantifying

the ancillary development Programm= as 3 responsz to a

constraint. This was thes ne=2d, in our viow, on the one hanl
to' davelop markets for increasing numbers of small scals uni:

once thz gap creatad D7 the import restrictions of late ninez--

te>n fiftiss had ba=n fill=d. On thz other hand, there was

the possibly =zven  stronger compulsion to éllau big capital

n

expand through the developmant of ancillaries captive to the.-

. 2 e . - .
large units. This compulszsion would have bean the greatasc

1. Douglas Fisher "A Survaey of the Literature on 5Small
Sized Industrial Undertakings in India" in B.F.Hoselitz
(2d) The Role of Small Industry in the Process of
Tconomic Growth (Mouton, The Hague and Paris:1968),
0.140, /Emphasis in original7. -

2, See also S.Watanabs "Reflections on Current policies £o
promoting small enterprises and subcontracting" Intcec-
national Labour Reviow LX (1977), 5.

Lt
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durinjg th2 pariod of thas Sccond Fiva Year Plan whan for all
tha 13ps:s, th2 lic:nsing system w7as opberatad in 3 f£ar

. , . 1
tighter 73v than in later periods.

X.5 Conclgsions

'
In this Chnaptar, w3 have arju2d that the politicil aim

of th: small industri.s policy -- tho creation of 3 class

of small cavitalist ontrepran-urs -- required two mzasur:3

tm z2nsur~ it fulfillm-nt, First;y, th2 demarcating lin:
bGUJ?éﬁ small and big capital had t» b: d:fin~4 in 1 way

th2t was both administrativzly 2asy to handls, and vhich
cotur:d ir an 3cc:ptablz mannzr, the 2ssentinl differanca
Datw:an “smqll? and "large® across 3z wid: rang2 of industriaes,
Secondlv, wavs had 2 be daviszd to 2nsur2 against thse 2ntry
~f inzlig-dle p=2rsons or conglomerates t2 the spacial

provisions of th: d:vaelopment schemes.

As far a8 thz first mo asure: is concerned -- that of an
appropriat: dmarcating line -- the Government of India took
thz approach of d:fining small enterprises in tarms nf the
conc :pt »nf th: unrz2gulated sactor. Thus the oriyin-al dafi-
nitior was brund:d by the provisions of the industrial
Dz2v-lopment and Raqgul :tion 3ict, =and apparsntly, by the
Capital Contrnl aAct. Howzvar, once thz definitimn h-=d bean
in force for some timo and hzad consnlidat:d itsel®, it brcam:

. . G i > VD . VN

1. S2> the Report of th> Industrial Liconsing

~ v .-

Policy fﬁdu;;szOmmittqg,
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the target of pressurés for chang=. W= have found that -
though thzare may be scientific reasons for the changss,
in terms of the rising prices of plant and machinery, it is
difficult to determin: the &alidity nf the changas. Tha
rzason for this is that different criteria have been 3ppli-

cablz tn various segmaents of the aid programmz.

Evaluating tha validity of the definition has also beaen
made a complex task by tha apparant confusion surrounding
official. policy statements. As wa have argued in Chapter VII
and in the prescent chapter, the aims of small industries
policy were two fold; in such a casz the problem of esncouraginc
ths davaelopmant of small scale units and small scale E@;sons';/
through ths same programme would require a certain loos:noess
in the definition. In defence of the definitional chanqés
it could b2 argu=ad, for instance, that thes2 chandges wefé
based on changes in conception of the rasources expected to

be available to a small scale person at given points of time.

It is, of course; difficult tn datermine the detailad
considerations at work in thz policy making process, in the
absence of sufficient officials with personal acquaintance
of the policy formulation process. The reason for this is
that official documents, or =ven official files, arce unlikely
to record fully the events which would enabla a detailed

\

understanding to be gained.
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"That is relatively easier €2 Jdocument, for it is the
sukj:=t 2f closer scrutiny, is th: :ffactivaness of the
Jat» k:ening proc:lurss that have becn devef%pe&. It
1Pp-2ars that although some proce Iur-.s wer: laid down to
2nsvre thit ineliqgibl.: intor :sts did not boen-fit from the
assistanc: vrogramm.s, they wer: not 3ppliz:d, a3t least in
th» majority of cascs. W2 hav: argu:1 that this was inevi-
tabl:. It wvould requir: invastiyative activities parhaps

out »f proportion to the scv.rity of th2 lapss in each indi-

vy

vidual cas: to guard igainst gate crasniny. The fact that
in the 3ggr:gats:, n.the oth2r hanid, lapses haive assumei
preportions so as tn lzaad to querstions about the vary
2fficacy of th: pProgrammes, i35 a mattar »f some importance

ty politicil econ my.

Our impr:ssion is that :££:ctiv: m:rasurzs against larg:>
3cil: gat: crashiny in this sphar: aroe fficult tn achieve
in an 2:conomy charactorised oy lirg:s coneantratinns of
industriil capital. It is for th> sam2 rzason that wae fesl
that th=2 contriliction betw:2en 0fficial astimates of the
succass 0of the ancillirizs Az:vclopmant programme, nd the
ganeral racognitjion of the azxistence of 3 largs numbar 2f

"captiva! ancillary units may boe r:i:solved. Large capitalist

(=
[0
i

interasts will chaose, for obvious r=asons, to dzclinz ragi
tariny captiv: andillarices s such. Officials, in the abso>ence
of lz=gislativa backing (which has itself been mooted some time
aj0) will be reluctant tn prob: bayond 3 point. Undzr thes:
conditions, vvhile officially rzeognis-d progress basad on
official statistics m-y be slacry, unofficial ~videsnce for

larg:> sc:l= preemption of the ancillary market may mount.

K hkkdk



CHAPTER XI

Chérqn Singh's critique of thsz stratagy of economic
development which we have described in the Appendix to
Chapter VII, is principally bf use to us bacauss of the clus
it provides that the deVeloﬁménts in the industrial structure
described in Chapters VIIT énd IX, have evoke 1 protest based
.on socio political argument$, This protest was on the premise
that machanisad units (both large and émall scale), which were
distiﬁct to cottagz units in terms of their capitilist social
organisation, had been the ﬁrincipal targets of developm=ntal
activity.

This pramise of official emphasis on the modern capitalist
small sector we consider to bes valid on the basis of ths gg;igy
ﬁnalysis,of Chapter VII, Hdwever, the important point in an
economic analysis is that the difference betﬂeén the hand tools
used in the cottage units, and the machinery used in small or
large scale units, and the difference in the case of most
industry groups between the faﬂ materials used in these two
sectors implies that commodity exchangae of the means of proauc—
tion between these sactors would be virtually non existent.

.The output of cottage industry would therefore have no role
in providing the m=ans of éroduction for the mechanised saector,
and even in the productionlof W age gbods‘it would have a '

negligable role.
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This linz of reasoning suggasts that there was 3 dagree
of dotachment batween the projuction cycles in the mechanised
an3d the cottage indgstry saector, for which we have some evi-
dance in Chapter IV, In the "intermz:iiate" s=ctor such as
tha handlcom industry, there woull of course be commniity
zxchangy? of 21:@:monts of the rw matzrials used by, this s:ctor,

AN
ar'l th: output would form a3 part of thz censumer goods sold
both in th: modérn urban sector, and as we have saen in

Chapter III, in th» trailitinonal rural sector.

Y

v The crucial point »f this discussion is that it is cle=r
that with th: modern s:ctor dominating tha esconomy, it would
be thz modern reproduction cycle that would exvand; or in
cthar words, th: develecomant of c3apitalism in industry wnull
take placz through the orocess of 2xpand:d revroduction within

thz molzrn sector.

It is th»n tn bz expzcted that the dev:lnopment of capi-
talist productinn, or thz= growth of th2 hom: markzt, which
takes place principally on account of the gravth of the means
of proiduction, woulld lead inevifably to the growth nf modern
anterprises, wh:ther large or small, ani this process w»ould
bypass, so tn speak, som: of the traditional units whethar

these wer> operated on a capitilist basis or not.

> had arguz1 at th2 beginning of Chaptar III that
in ustrial capital could take concrata shapz at wvarying

levels of taechnology or at varving levels of the organic
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composiﬁion of capital. }We would f£ind, for examplz, a capi.-
talist handloom'estéblisﬁment alongsids capitalist powerlnon
units, and the textile mills. Rach of thess capitalist
structures could, in Principle, havas their corrésponding
2stablishments operating;on A Pri:capitalist basis; and we
found examples of awner-workers in both the handloom, and

the powsarloom units. In: fact the textile industry provad

a uszful case stuldy drecisely bascaus: of this feature.

The conczpt of the growth of capitalist relations of
pProduction implving the evergrowing role of tha modern
reproduction cycle over all kinds of economic activity is
therzfore tha means byf?hich the threads of the argument i
oravious.chapters may be brought togzther. For if COﬁCEHtTm”
tion of capital had reacha2d substantial vroportions at the
gime of indepsndeonce, than it would clearly be the damands
of this sector c¢f large $Cale units which would dominate in
ths dreisions about the production of ths wmeans of producticuv
The industries in the capital gonds sector which would be
initiatad to produc: tﬁese means of production would claav. -
nead exPanding markats fgr tﬁair outputs in the future.

Thus thes shift in favour bf thz ideolegy of thz modarnisers O
'small.scale production\dhich\ve‘saﬁ £t ba taking placs in

Chapter VII, can a3lso bef zen to be inevitable. Under condu
tions in which the overaal purposa was capitalist develiorma .

the only quastion that remained was whather the capital g¢2ods

to be used in the consumer goods industry wer= to be allcc.ooo
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to large or smill scal2 units. Th: ¢gnttay: s:ctor bacam:
irr:l:v-ont to th2 issues of 3J:v:lcdmoent, ni this was wmirrer=23
by th: process by which Gaindhian institutions vers bvp-assai

and left to play 2ssontiilly suoportive ronlzs until the advent

cf th> Janita P-cty 3Sovernmoent in 19377.

As w: ‘nw o knaw, th: Janata Government, inl the subs:aguent
cox’ition Gov:i:rnmint 127 by Charan Sinth cnllaps2? quit:
quicklv, and th: initiative in favour ~f Dracamitilist Hro-
Jucerts ras listroy:l before it could taik: ront. Althoujh the
r:3sons £or the ris: and crllaps: £ th:s»2 tre non Congr :3s
Governme:mts ir comlex and clesrly heyond t.: scope of
cnquicrr o€ this vnrk, it is of r2lovanc: to considar the

implicatinrs of both the initiative, anid its swift Jdeclinc.

"I: vnull hypothésisc that thora wera o 1spicts f

th2 jrowth droc:ss of th2 Indian zconomy that 1231 t~ the

4

initiative. The first wis the kind of Adavelopm:nt exvari »ncar
in the sphor: of agricultural production unider thz2 acegis of
tha "Greon Revolution®, =nd the s:cond was the agravth of

the Indian consumar grnds industry vwhich took place in ras-
ponse to thz2 impnrt substitution policics from thz Saconi

Five Year Plan nnvards.

Th: dzvalopment of ¢apitilism in agriculture which had
in prckets 1:stroyed the traditi~onal  agricultural production
systzm, had also lad by the midille 1970s t»n the jrovth cf 2
rich and mi1ils v23asant stratum. This group hail 3 relatively
ccharent priitical reproesantatinn, at l2ast in North India,

in th. form of th: 3KD Party, later tn be knowvn 3as th: BLD.
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On the othér hand, import substitution policies had-
provided the basis for subsfantial d2mand for consumer
gooisxvhiéh was largely met Dby urbanrméchanisei industry.
‘This had also exXpPanded its market by destroying the tradi-
tional rural producers, in this casz of nonagricultural
commoiities. In fact, this is precisely the point to which
Chapters VII, VIII and IX were leading. Charan Singh's
initiative represanted, in our view, an attempt by r2presen-
tatives of the big and middle Peasantry to widan their support
" base by including the traditional village producers. This
was done by attacking the support given by pre&ious Govern-—
m~nts tb the largely urban locatzd COnsumér goods units, in

tha mannar we have dascribed.

.

Turning to the collapse of the initiative, we fzel that
although ths reasons for‘thg decline of the two non Indira
VGandhi Congress Governments are complex, we can draﬁ ona
definite conclusion. This is that not only will any attempt
to protect the interests of the precapitalist producer fail
at the zconomic lavel, for the reasons we had set out in-
Chaptar VII, baseil on our aﬁalyses of Chaptaers IIT and Iv;
but that a political movement in their favour will also be
repulsad. This has been shavn again.-and again in this work.
- We have the example of Gandhi's retreat from the spinning
franchise in the 19205{ Kumarappa's resignation from the
National Planning Committe-: in thé 1930s, ' the use of thsa

Ford Foundation Team to divert attention from the inlustries
/
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under thz purviev of the Khadi and Village Industrics Boarl
in:the 1950s, anl tha collapse of th: Charan Singh movam:nt
in th2 1970s. When the political movamzant took a3 ra2latively
gentlz form, it was sidxtracked by the formation of the
"indepondont® All India Spinrers Association, All India
Village Industriss Assnciation, anl1 the Khadi ani Village
Industries Commission. When it took an aggressive form such
15 under Charan Singh, the mévemznt its2lf was raducad to 3
lobby, under the logic of the political a3nd 2conomic Procasses
inhzrent in 1 society wherce large concentrations of capital

coexist with millions of small and marginal w»rovarty hol-ders.

In other words, the collapse of thz Charan Singh initia-
tivi2 s2ams to have shown, once and for all, that pnlicies
favouring tha pre:capitalist producer cannot form the basis

nf davelopmental activities within the Indian Economy.

Kk kkk
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